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2 Conceptual framework

The aim of the work is to compile distributional estimates of household
income, consumption and saving consistent with national accounts totals.
This chapter describes the underlying conceptual framework, focusing on
the target population, the unit of analysis, the income and consumption
concepts, and the household groupings and accompanying socio-
demographic information targeted in the work.
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2.1. Introduction

This chapter describes the conceptual framework underlying the compilation of distributional results on
household income, consumption and saving consistent with national accounts. It starts with describing how
the work fits within the System of National Accounts (SNA) in Section 2.2, focusing on the position of the
household sector in this framework and presenting the specific accounts covering income, consumption
and saving. Then, Section 2.3 discusses the delineation of the target population in relation to the household
sector as described in the SNA and defining the units of observation and analysis as used in the
compilation of distributional results. Subsequently, Section 2.4 provides an overview of the various income
and consumption components included in the compilation of the distributional results, also showing how
saving results can be derived on the basis of this information. The chapter then discusses various
breakdowns that can be used to present data for more detailed household groups in Section 2.5. This is
followed by a description of socio-demographic information that can be published together with the
distributional information to provide more insight in the composition of the various household groups in
Section 2.6. The chapter concludes with an overview of the main templates for compiling distributional
results, based on this conceptual framework, in Section 2.7.

2.2. The position of the work in the System of National Accounts

The aim of the work is to arrive at distributional results on household income, consumption and saving in
line with national accounts concepts and totals. This means that the information on income, consumption
and saving as described in the system of national accounts for the household sector provides the starting
point for the distributional results.

The System of National Accounts (European Commission et al., 2009p;) (hereinafter referred to as
2008 SNA) provides a comprehensive and consistent overview of all economic activities and positions in
a country. The information is presented as a sequence of accounts focusing on the various aspects of the
economy (such as production, generation and re-distribution of income, consumption of goods and
services, and the accumulation of assets and liabilities), also including balance sheets on the stocks of
assets and liabilities at the start and the end of a recording period. Results are presented for the economy
as a whole as well as for the main sectors and subsectors in the economy. These sectors are defined on
the basis of similar kind of activities, with non-financial corporations, financial corporations, general
government, households and non-profit institutions serving households constituting the main sectors.
Furthermore, the system describes all transactions with non-resident entities, presented in the rest-of-the-
world account, to arrive at a fully consistent framework.

The system reflects each transaction and position from the perspective of both parties involved and uses
a quadruple-accounting system. This means that a counterpart entry is recorded in the financial accounts
for each income or capital transaction recorded in the current or capital account and for each purchase/sale
of a financial asset or incurrence/repayment of a liability in the financial account. This ensures that the
system is always consistent, adding to the reliability and the usefulness of the results.

As explained above, the results are presented as a sequence of accounts, including balance sheets that
record stocks of assets and liabilities at the start and the end of a recording period. Figure 2.1 provides a
schematic overview of the main accounts distinguished in the system, broken down into the main sectors
in the economy, also showing flows and positions vis-a-vis the rest-of-the world.

As presented in the figure, the sequence of accounts can be broken down into current and accumulation
accounts. The current accounts provide information on production, income generated by production,
the subsequent distribution and redistribution of incomes, and the use of income for consumption and
saving purposes. These all relate to the upper part of the figure. The accumulation accounts record flows
that affect the balance sheets and consist of the capital and the financial account, which primarily record
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transactions and the other changes in assets account. Together these accounts represent the changes in
the stock accounts or balance sheets. All of this is presented in the lower part of the figure.

Ideally, distributional results are available for the full set of accounts for the household sector, including
their balance sheets, as this would provide a comprehensive overview of the distribution of the various
types of resources available to households. For this reason, the 2008 SNA also discusses sub-sectoring
of the household sector in paragraphs 4.158 to 4.165. Furthermore, it would provide the opportunity to
cross-check the consistency of the data at the level of the various household groups, confronting
information on saving as derived from income and consumption with saving as derived from the
accumulation accounts.

For now, the focus of the work has been on compiling distributional results on income, consumption and
saving (i.e. the upper part of Figure 2.1), focusing on the allocation of primary income account,
the secondary distribution of income account, the redistribution of income in kind account, and the use of
disposable and of adjusted disposable income account. The decision to exclude wealth (i.e. the capital,
the financial, the other changes in the volume of assets, and the revaluation accounts as well as the
balance sheets) from the work up until now was mainly related to pragmatic considerations.
However, the OECD launched a new expert group early 2023, to start developing templates and
methodology for the compilation of distributional information on wealth, with the aim of having regular
distributional results at decile level by the end of 2026 (see also Section 1.4).

In addition to the sequence of accounts as described above, the system of national accounts includes
other accounts and tables that may present information in alternative ways or that may provide more
detailed information on specific aspects of the economy. With regard to the compilation of distributional
results on consumption, the supply-and-use tables contain very relevant information. Whereas the supply
table records the supply of goods and services in an economy on the basis of domestic production and
imports, the use table focuses on the use of these goods and services, either as input in the production
process (i.e. intermediate consumption) or as final use, broken down into consumption, gross capital
formation and exports. This means that the use table contains information on consumption of goods and
services at very granular levels of detail. Although this detailed information may not always perfectly match
the total consumption of resident households of these goods and services (see Section 2.4.2 for more
information), it provides a good starting point in deriving distributional results on household consumption.

2.3. Delineation of the population

The household sector as defined in the SNA is the starting point for the compilation of distributional results.
In the SNA, a household is defined as a group of persons who share the same living accommodation, pool
some, or all, of their income and wealth, and consume certain types of goods (mainly housing and food)
and services collectively (see 2008 SNA, §4.149). In general, each member of a household has some
claim upon the collective resources of the household and some influence on the decisions affecting
consumption or other economic activities. For these reasons, the household is regarded as institutional
unit in the SNA, even though income is usually received by the individual, and the household is used as
the unit of observation in compiling distributional results. Correspondingly, the Canberra Group (United
Nations Economic Commission for Europe, 20112)) and the OECD Framework for statistics on the
distribution of income, consumption and wealth (OECD, 20133) also recommend focusing on the
household in analysing economic well-being and its distribution.
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Figure 2.1. Sequence of accounts in the system of national accounts
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Whereas the household constitutes the unit of observation in compiling distributional results, it has to be
borne in mind that households may differ in size and composition, and consequently may have different
consumption needs. An income level of 3 000 euros per month for a single person household is not
comparable with an income level of 3 000 euros for a household consisting of two adults and three children
living at home. Therefore, in analysing data at the household level, it is recommended to focus on so-called
“equivalised” results to arrive at comparable figures across households. Equivalence scales are used that
take into account differences in size and composition of households, recalculating results according to the
number of consumption units in each household. A value is assigned to each household type in proportion
to its needs, depending on its size and composition. Due to economies of scale (in particular the sharing
of dwellings), the per capita requirements of larger households are lower than those of smaller households
to achieve the same levels of economic well-being.

For the purpose of this study, the OECD-modified equivalence scale is used as reference method.
Accordingly, the first adult' counts as 1 consumption unit, any additional persons aged 14 and over count
as 0.5 while all children under 14 count as 0.3. However, as the most appropriate scale may depend on
specific national circumstances, countries may also look for more appropriate equivalence scales to apply
in deriving distributional results. Box 2.1 provides more information on the use of equivalence scales.

Not all households included in the household sector are within the scope of the work. The household sector
in the SNA includes both private and institutional households. The latter concern persons living
permanently in an institution or who may be expected to reside in an institution for a very long, or indefinite,
period of time, with little or no autonomy of action or decision in economic matters. Examples are people
living in prison, boarding schools, retirement homes, hospitals, nursing homes and religious institutions
(see 2008 SNA, §4.152). These types of households may comprise large groups of individuals with very
different socio-demographic backgrounds, who are not related, and who may have very different income
and consumption patterns. As a consequence, they behave differently from private households and their
(equivalised) results are not really comparable. Whereas it may be assumed that people in a private
household have similar levels of economic well-being, this may often not be the case for people living in
institutional households. For that reason, it is recommended to exclude them from the compilation of
household distributional results, and to present and analyse results for this category separately.?
Their inclusion would lead to heterogeneous results which may have a distorting effect on distributional
analyses.

In addition to institutional households, micro statistics may also exclude some other types of households,
such as people living in overseas or sparsely populated areas, persons with no usual place of residence,
or persons illegally residing in the country. The main reason is that these people are usually hard to capture
in micro statistics. However, as they are part of the target population and are assumed to be comparable
with other private households, they are taken into consideration in the DNA work. Omitting them would not
provide an accurate picture of inequality in an economy.

In delineating the household sector, it is also important to note how the SNA deals with unincorporated
enterprises owned by households. This concerns enterprises that are owned by households and for which
it is not possible to separate the assets into those that belong to the household in its capacity as a consumer
from those belonging to the household in its capacity as producer (see 2008 SNA, §4.155-4.157). As a
consequence, they are consolidated in the household sector in the national accounts. The SNA explains
that these unincorporated enterprises can relate to all kinds of productive activities, ranging from
agriculture, mining, manufacturing, construction, to retail distribution, and that it may concern single
persons working as street traders or shoe cleaners to large manufacturing, construction or service
enterprises with many employees.
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Box 2.1. The use of equivalence scales in analysing household results

Equivalence scales are often used in distributional analyses to arrive at comparable results across
households. These scales take into account that consumption needs of a household will increase with
each additional household member, but not in a proportional way due to economies of scale. A value
is assigned to each additional household member in proportion to its needs, often depending on their
age, but possibly also taking into account other socio-demographic characteristics, such as sex, level
of income, labour force status and home ownership. It may also depend on the specific delineation of
the income or consumption measure that is analysed. For example, if it includes social transfers in kind,
this may require a somewhat different assignment of number of consumption units to the individual
household members than when these transfers are excluded. Furthermore, it may depend on the
composition of consumption expenditure of various households. Equivalence scales that are
appropriate for lower income households may be less appropriate for higher income households due to
different consumption patterns. For that reason, equivalence scales may differ across countries, as well
as within a country for households with different socio-demographic characteristics (see Radner
(19945))) for more information).

As it is virtually impossible to derive equivalence scales that take into account all the relevant underlying
factors, distributional studies often apply a simplified scale. Although this may have some caveats,
it ensures consistency and transparency towards users, and also facilitates the assessment of the
impact of the equivalence scale on the results. For the purpose of the DNA work, the OECD-modified
equivalence scale has been chosen as reference method. Accordingly, the first adult counts as
1 consumption unit, any additional persons aged 14 and over count as 0.5 while all children under
14 count as 0.3. This means that the number of consumption units is derived according to the following
formula:
Number of consumption units = 1.0 + (0.5 * additional adults) + (0.3 * children)

Household income and consumption are divided by the sum of consumption units to obtain a
comparable measure across households.

The OECD-modified scale is only one of the possible scales that can be applied. As the most
appropriate scale may depend on specific circumstances, countries may look for more appropriate
equivalence scales to apply in deriving distributional results. The most important issue is that compilers
are transparent about the equivalence scale used and the impact on the results. In that regard, it is
recommended to publish information on the number of consumption units and the number of
households together with the distributional results.

As was explained, most distributional analyses focus on equivalized results. However, the DINA project
(see Section 1.3) applies a slightly different approach. In this project, the unit of observation is the
individual, and results are compiled on the basis of equal split income series and individualistic series.
Whereas the individualistic series focus on the actual income earned by that specific individual,
the equal split series distributes the income between the adult household members. In that sense, it
can be regarded as a specific application of the equivalence scale. However, where equivalence scales
usually take into account economies of scale from belonging to the same household, the DINA project
derives the income of the relevant individuals as a simple average of the sum of their incomes, implicitly
assigning a value of 1.0 to each additional adult household member. Moreover, it does not take into
account any additional consumption needs that may result from children belonging to the household. It
is clear that this will lead to different numbers of consumption units for multi-person households, also
affecting the distributional results and inequality measures (see Zwijnenburg (20175) for more
information).

OECD HANDBOOK ON HOUSEHOLD DISTRIBUTIONAL RESULTS IN LINE WITH NATIONAL ACCOUNTS © OECD 2024




| 27

In practice, it turns out to be rather difficult to come up with a clear set of criteria to describe and delineate
unincorporated enterprises. Often the legal status is applied to determine whether an entity qualifies as an
unincorporated enterprise. Another criterion that is often applied relates to the number of employees, but
in practice other criteria may be applied as well. The difficulty in clearly defining unincorporated enterprises
means that the delineation may differ across countries and that the treatment in the national accounts may
differ from the treatment in micro statistics. In that regard, the Canberra Group explicitly excludes
unincorporated enterprises from the definition of the household sector. As will be discussed in Chapter 7,
it is important to take note of any differences in the treatment of unincorporated enterprises in aligning
micro data to the national accounts totals, as they may be responsible for large gaps between the micro
and the national accounts totals.

2.4. Defining Income, Consumption and Saving

The aim of the work is to derive distributional results for income, consumption and saving according to the
national accounts. Figure 2.2 provides an overview of the link between these aggregates in the system of
national accounts. The left-hand side of the overview presents household income, broken down into
various underlying items respectively adding up to primary income, disposable income and adjusted
disposable income. The latter is the most comprehensive measure of income which is the main measure
used in the DNA work for analysing income inequality. However, for policy purposes it may also be of
interest to look at inequality according to primary income? and disposable income. Household consumption
is presented on the right-hand side which can be broken down into final consumption expenditure and
actual final consumption. The bottom of the overview shows how household saving can be derived on the
basis of these results. For that purpose, an additional item is introduced to adjust for the change in pension
entittements related to pension contributions and benefits. This adjustment is needed to reflect that
changes in pension entitlements are included in the income measures but are also regarded as part of
households’ (dis)saving (see Section 11.16 for more information).

Figure 2.2. Income, consumption and saving in national accounts

HOUSEHOLD INCOME HOUSEHOLD CONSUMPTION

Income resources [received): Income uses (paid): Expenditure:
Operating surplus (B2R) Property income paid {D4P) Food and non-alcoholic beverages (CP010)
+ Mixed income (B3R) = Alcoholic beverages, tobacco and narcotics (CP020)
Compensation of employees (D1R) Clothing and footwear (CP030)
Property income received (D4R) + Housing, water, electricity, gas and other fuels (CP040)

Furnishings, equipment and maintenance (CP050)
Health (CPO60)
Transport (CPO70)

= Primary Income (B5) = B2R+B3R+D1R+D4R-D4P

social benefits in cash (D62R) Taxt.es (DSP)_ ) )
+ Social contributions received (D61R) - Soc!al contn!)utlogws paid (D61P)
Other transfers received (D7R) Social benefits paid (D62P) Miscellaneous goods and services (CP120)
Other transfers paid (D7P)
= Disposable Income (B6) = B5+D62R+D61R+D7R-D5P-D61P-D62P-D7P = Consumption expenditure (P31NC) = Z CP010 to CP120
+ Social transfers in kind (D63R) + Social transfers in kind (D63R)
= Adjusted Disposable Income (B7) = B6+D63R = Actual Consumption (P4) = P31NC+D63R

Saving = B6 — P31NC = B7 - P4 HOUSEHOLD SAVING

Source: The Author.
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This overview is at the basis of the work and underlies the template for compilers to derive distributional
results in line with national accounts totals. The next subsections provide a more detailed overview of
the various income and consumption items distinguished in the work. The template as developed by
the expert group is presented in Section 2.7.

2.4.1. Income

The work identifies three income concepts in line with the system of national accounts, i.e. primary income,
disposable income and adjusted disposable income. Primary income is the income that accrues to units
“as a consequence of their involvement in processes of production or ownership of assets that may be
needed for purposes of production” (see 2008 SNA, §7.2). The main items for the household sector
concern operating surplus, mixed income, compensation of employees and net property income, which
can be further broken down into more detailed underlying items, such as interest, distributed income of
corporations and rent.

Disposable income is the income after re-distribution, i.e. after taking into account current transfers paid
and received, such as current taxes on income and wealth, social contributions and social benefits, non-
life insurance premiums and claims, and other current transfers like remittances. It is defined in the SNA
as the maximum amount that a household can spend on consumption without having to finance it by
disposing of assets or increasing its liabilities (see 2008 SNA, §8.25).

Adjusted disposable income is derived on the basis of disposable income, but also including the value of
social transfers in kind received by households. These consist of goods and services provided to
households by government and non-profit institutions either for free or at prices that are not economically
significant. They are a direct alternative to receiving a social benefit in cash for the purchase of these
services and therefore are included to arrive at a more comprehensive and comparable income measure.
Adjusted disposable income is regarded as the most comprehensive income concept and constitutes the
main income measure in the DNA work. It is regarded as providing the best insights into inequality in a
country and the best measure to use for cross-country comparisons as well as analyses of dynamics of
inequality over time.*

In the template, the income measures are further broken down into more detailed income components.
Table 2.1 provides an overview of the components distinguished in the DNA work in relation to the three
income measures. This more detailed breakdown provides compilers the possibility to better match the
various income items to information from micro statistics and to impute for missing information at a more
granular level. It is recommended to compile results at this more granular level (or even more granular
levels if this provides a better match to the corresponding income item(s) in the micro data), as it is
expected to lead to better quality results than directly targeting the aggregates. Furthermore, such an
approach allows for a publication of distributional results at a more detailed level, which will provide users
more insight in the composition of household income for the various household groups. The various items
are discussed in more detail in Chapter 10.

The main focus in the template is on gross income measures. Although net measures are preferable from
a conceptual point of view, gross measures are still frequently used in macroeconomic analyses given the
difficulty in measuring consumption of fixed capital (i.e. depreciation). However, in the interest of giving
more prominence to net measures (as will be recommended in the 2025 SNA), the template includes
memorandum items for the consumption of fixed capital for the two relevant income items (i.e. operating
surplus and mixed income), providing the opportunity to present net values for the main income measures
in addition to the gross measures, as well as to compile net saving results (see Section 2.7).
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Differences with other income measures

To have a better understanding of the income concept as used in the work, this subsection provides an
overview of some other frequently used income concepts and explains the main differences with the
concept used in the DNA work.

A frequently used income measure concerns the one defined by the Canberra Group (United Nations
Economic Commission for Europe, 20112). This income measure comes close to adjusted disposable
income as defined in the 2008 SNA but differs in some important respects reflecting the different focus of
the two concepts. The income measure as used by the Canberra Group is based on the conceptual
definition as established by the International Conference on Labour Statisticians (ICLS) and states that
“household income consists of all receipts whether monetary or in kind (goods and services) that are
received by the household or individual members of the household at annual or more frequent intervals
but excludes windfall gains and other such irregular and typically one-time receipts”.

When comparing the Canberra definition with the income definition in the SNA, the main differences relate
to the exclusion of some imputed income items (such as investment income disbursements (D44R)),
as well as the exclusion of non-life insurance benefits (D72R) and winnings from lotteries (included in
D75R) from the Canberra definition. Furthermore, whereas the conceptual definition used by the
Canberra Group includes social transfers in kind, these are excluded from the operational definition
because of measurement difficulties. Another important difference relates to the use of cash recording in
the Canberra measure versus the use of accrual accounting in the SNA. This may lead to differences in
time of recording when the actual payment does not coincide with the economic transaction (e.g. deferred
tax payments). As the Canberra Handbook underlies a lot of the micro data sources that may be used in
the compilation of distributional results in line with national accounts totals, Annex A provides a detailed
overview of the differences between the income concepts as defined in the SNA and as used by the
Canberra Group.

A Handbook that also underlies a lot of micro statistics is the OECD Framework for Statistics on the
Distribution of ICW (OECD, 2013i3)). This framework applies the same income definition as used in the
Canberra Group Handbook but distinguishes some different underlying income items. As it has been
developed to maintain full consistency with the income concepts as used in the Canberra Group Handbook,
the income measure as used by the ICW Framework shows more or less the same differences with the
SNA concept. However, as the underlying items may sometimes differ, Annex A provides a detailed
overview of the differences between the income concept as defined in the SNA and in the ICW Framework.

Thirdly, a well-known income concept is the one developed by Haig (192177) and Simons (1938gg)), and by
Hicks (1946(9)), measuring income as the maximum amount that can be consumed in a given period while
keeping real wealth unchanged. This means that in addition to income as defined in the SNA, it also
includes holding gains and losses related to the holding of non-financial and financial assets and liabilities.
This type of information is included in the accumulation accounts in the framework of national accounts
(see Figure 2.1) and could be taken into account once distributional information becomes available for the
accumulation accounts. Although it is not part of the income definition as defined by the SNA, it would
provide more insight into the economic situation of various household groups.

Finally, the DINA project also compiles distributional results in line with national accounts totals.
The income measures® used in this project have a broader coverage than household income as defined in
the SNA, as their focus is on alignment to national income, i.e. the income of the economy as a whole, so
also including income of the other sectors in the domestic economy. The main underlying reason is that in
their view all forms of income in the economy eventually accrue to resident individuals (see Blanchet et al.
(20211107)). In that sense, they aim to come closer to the income concepts of Haig, Simons and Hicks as
explained above. However, it is questionable whether national income would in this regard lead to the best
approximation of this income concept. As explained above, it may be better to focus on deriving
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distributional results for the accumulation accounts to obtain more insight on how holding gains and losses
are distributed across various household groups, also taking into consideration other holding gains and
losses than only those resulting from (undistributed) income.

Table 2.1. Composition of main income measures

2008 SNA Code ltem Formula
B2R Operating surplus

Owner occupied dwellings

Leasing of dwellings
B3R Mixed income

Own account production

Underground production

Mixed income, excl. underground and own account production

D1R Compensation of employees
D11R Wages and salaries
D121R Employers’ actual social contributions
D122R Employers’ imputed social contributions
D4N Net property income =D4R-D4P
D4R Property income received
D41R Interest received (adjusted for FISIM®)
D42R Distributed income of corporations
D43R Reinvested earnings on foreign direct investment
D44R Investment income disbursements
D45R Rent received
D4P Property income paid
D41P Interest paid (adjusted for FISIM?)
D45P Rent paid
B5 Primary income =B2+B3+D1+D4N
D5P Current taxes on income and wealth
D61P Net social contributions paid
D611P Employers’ actual social contributions
D612P Employers’ imputed social contributions
D613+D614P Households’ social contributions
D61xP Social insurance scheme service charges
D61R Net social contributions received
D611R Employers’ actual social contributions
D612R Employers’ imputed social contributions
D62P Net social benefits other than social transfers in kind paid
D62R Net social benefits other than social transfers in kind received
D7N Other current transfers =D72R-D71P+D75N
D72R-D71P Net non-life insurance claims minus premiums
D75N Net miscellaneous current transfers received — paid
B6 Disposable income =B5-D5-D61N+D62N+D7N
D63R Social transfers in kind
B7 Adjusted disposable income =B6+D63

Notes: The classification is in line with the 2008 System of National Accounts.
1. FISIM stands for “Financial Services Indirectly Measured” and is explained in more detail in Section 10.5.1.
Source: 2008 SNA (European Commission et al., 20091)).
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The main differences between post-tax national income as used in DINA and adjusted disposable income
as defined in the SNA concerns the inclusion of net primary income of corporations, government
surplus/deficit, collective consumption and any gaps between social insurance pension contributions and
benefits, and the exclusion of net other current transfers received in the DINA measure. This may lead to
very different income levels for the household sector as a whole and may lead to quite different
distributional results (see Zwijnenburg (2017s)) for more information).

2.4.2. Consumption

With regard to consumption, the work identifies two main measures, i.e. final consumption expenditure and
actual final consumption. Final consumption expenditure focuses on the amount that households actually
spend on consumption goods and services. For distributional purposes, it is important to bear in mind that
this also includes any consumption by a household which is paid for by another household (e.g. college
fees paid for by a family member in another household). Actual final consumption also includes the
consumption of social transfers in kind, which are goods and services that are provided to households by
government and non-profit institutions and are thus not directly paid for by households themselves.

The consumption items are broken down into detailed categories on the basis of the classification of
individual consumption by purpose (COICOP (United Nations Statistics Division, 201111)). This is a
functional classification which is used to classify the consumption expenditures of households.
It distinguishes fourteen main categories. The first 12 items sum up to total final consumption expenditure
by households. The last two items identify those parts of consumption expenditure by general government
and NPISHs that are treated as social transfers in kind and that are only included in actual final
consumption. The DNA work focuses on the breakdown according to COICOP as macro aggregates are
usually available at this level of detail from the supply-and-use tables (as explained in Section 2.2), and as
most budget surveys usually provide micro information at this level of detail, providing the opportunity to
match these data at the detailed level.

Detailed information on the consumption of goods and services is available from the supply-and-use tables.
However, it has to be borne in mind that this detailed information may not always concern consumption by
resident households only. In some cases, it may also include consumption expenditure by non-resident
households which will then have to be excluded at this detailed level. Furthermore, depending on the set-
up of the supply-and-use tables, the results at the detailed level of consumption items may only concern
consumption expenditure in the domestic economy, whereas any consumption expenditure abroad may
only be available as an aggregate item. Depending on the coverage and the level of detail available in the
micro data, this could also require a specific adjustment to arrive at total consumption expenditure of
resident households only. For that reason, the template identifies specific rows to make any necessary
corrections in this light. Section 4.4 explains these corrections in more detail.

Table 2.2 offers an overview of the consumption table as used in the DNA work. It shows the COICOP
categories as well as some additional breakdowns for specific items which are included to provide
compilers the opportunity to either better match the data with information available from micro data sources
or to impute for specific elements in case of missing micro data. Countries are encouraged to compile
results at these more detailed breakdowns as it is expected to lead to better results. As explained above,
the table also contains two specific rows to include expenditures by resident households abroad and to
correct for expenditures by non-resident households on the territory depending on how they are calculated
in the supply-and-use tables and dependent on how they are covered in the micro data. The various
consumption items are discussed in more detail in Chapter 11.

In addition to the various consumption items, the template also includes memorandum items to separately
distinguish expenditures on consumer durables and to record information on taxes and subsidies on
production and imports as paid by the various household groups. Separate information on consumer
durables is of relevance as they may significantly affect saving results and might explain negative savings
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for specific households in specific years. Information on taxes and subsidies on production and imports is
of relevance in analysing the impact of government taxes on various household groups. For that reason,
compilers are encouraged to include this information if possible.

Table 2.2. Composition of main consumption expenditure measures

Code Item Formula
CP010 Food and non-alcoholic beverages
CP020 Alcoholic beverages, tobacco and narcotics
CP030 Clothing and footwear
CP040 Housing, water, electricity, gas and other fuels
CP041 Actual rentals on housing
CP042 Imputed rentals on housing
CP043 Maintenance and repair of dwellings
CP044 Water supply and miscellaneous
CP045 Electricity, gas and other fuels
CP050 Furnishings, household equipment and routine household maintenance
CP060 Health
CP061 Medical products, appliances and equipment
CP062 Out-patient services
CP063 Hospital services
CP070 Transport
CPO71 Purchases of vehicles
CP072  Operation of personal transport equipment
CP073 Transport services
CP080 Communication
CP090 Recreation and culture
CP100 Education
CP110 Restaurants and hotels
CP120 Miscellaneous goods and services
CP12x Miscellaneous (less FISIM, less insurance)
CP1261  FISIM'
CP125 Insurance expenditures (life and non-life)
P33-P34 Adjustment for expenditures by resident households abroad minus
expenditures by non-resident households on the territory
P33 Resident household expenditure abroad
P34 Non-resident household expenditure on the territory
P3 Final consumption expenditure of resident households = Sum of CP010 to CP120 + P33 - P34
D63 Social Transfers in Kind
P4 Actual final consumption =P3+ D63

Notes: The classification is in line with the 2008 System of National Accounts and COICOP 2011.

1. FISIM stands for “Financial Services Indirectly Measured” and is explained in more detail in Section 10.5.1.
Source: 2008 SNA (European Commission et al., 20091)).
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Differences with other consumption measures

As was the case for income, micro statistics use a slightly different definition of household consumption
expenditure from the SNA. The ICW Framework (OECD, 20133)) explains that consumption expenditure
only includes the acquisition of consumption items, i.e. items that are expected to be used up immediately
or in a relatively short period of time. This means that whereas consumer durables are included in the
consumption measure of the SNA, they are excluded in the OECD Income Distribution Database (IDD)
measure because they are regarded as providing services to the household over a longer period of time.
The purchases of consumer durables are treated as capital expenditure in the IDD and the resulting
services are treated as being consumed by households. This is not the case in the SNA (see 2008 SNA,
§9.44), mainly because of the difficulty in deriving accurate measures of the value of the unpaid household
services that would be produced on the basis of these durables.

The IDD database also applies a different recording of non-life insurance premiums and claims, as well as
for expenditure and gains related to gambling. Whereas these are recorded as current transfers in the SNA,
they are treated as consumption expenditure in the IDD. The expenditures on non-life insurance and
gambling are recorded as consumption, whereas small windfall gains from non-life insurance and small
gambling winnings are treated as negative consumption. On the other hand, large windfall gains are treated
as capital transfers in the IDD. Annex A provides a detailed overview of the differences between the
consumption concept as defined in the SNA and by the Canberra Group.

2.4.3. Saving

As the work focuses on both income and consumption, results can also be derived for savings across the
distribution. Table 2.3 provides an overview of how saving is derived in the DNA approach.

Table 2.3. Derivation of saving

SNA Description Formula
item
B7 Adjusted disposable income
D8 Change in net equity of households in pension funds On basis of the parts of D61P (+), D62R (-) and CP125 (-) that relate to pensions.
P4 Actual final consumption
B8 Saving =B7+D8-P4

Note: The classification is in line with the 2008 System of National Accounts.
Source: 2008 SNA (European Commission et al., 2009;1)).

In addition to income and consumption there is an additional item that is needed to derive saving for the
various household groups. This concerns an adjustment for the change in net equity of households in
pension funds (D8). This is needed because of the way contributions paid to and the benefits received
from pension funds are treated in the SNA. On the one hand, they are recorded as current income and
expenditure, while on the other hand they are also considered as a (dis)saving, adding to (or reducing) the
value of pension entitlements. Because the related transactions are not treated as purely financial, but also
as income flows, a correction has to be made when deriving saving to reflect that these flows also affect
households’ saving, increasing their pension entitlements as a consequence of pension contributions and
decreasing their entitlements due to the receipt of pension benefits (see also Section 11.16).
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2.5. Household group breakdowns as identified in the work

In the DNA approach, results can be broken down into various types of household groups. This section
provides examples of breakdowns that have been identified in the DNA work so far, but depending on the
available underlying information, other breakdowns can be envisaged as well.

2.5.1. Standard of living (equivalized disposable income)

First of all, data can be broken down according to standard of living, i.e. on the basis of equivalized
disposable income of households. For that purpose, household disposable income has to be divided by
the number of consumption units depending on the equivalence scale used (see Box 2.1), after which
households can be ranked according to this equivalized disposable income. They can then be clustered
accordingly, for example into income quintiles (Q1, Q2, Q3, Q4 and Q5) in such a way that each quintile
represents 20% of the households.

Please note that whereas the classification is done on the basis of equivalised results, thus taking into
account the number of consumption units, the distribution into quintiles is done solely on the basis of the
number of households. Hence, when breaking down by income quintile, each quintile represents 20% of
the total number of households and not of consumption units. Furthermore, please note that whereas the
main focus for measuring income inequality is on adjusted disposable income, as it constitutes the most
comprehensive income measure, the classification for standard of living is based on equivalized disposable
income, as disposable income is the income that households can freely dispose of.

In the first three collection rounds, the EG DNA has focused on breakdowns by income quintile but
depending on user needs and the quality of the underlying data, more granular breakdowns can be
envisaged as well, for example into deciles or percentiles. In this regard, the new G20 Data Gaps Initiative
(IMF, 2023y12) includes the recommendation for G20 economies to publish annual distributional results at
the decile level by the end of 2026. In view of the recommendations of the new Data Gaps Initiative and
increasing user demands for more granular information, particularly for the upper and lower tail, the
template already includes the possibility for recording data at the decile level, as well as for the bottom 5%
and the top 5%, 1% and 0.1%.

In compiling more detailed breakdowns, compilers have to be aware of the quality of the distributional
results and their sensitivity to specific assumptions in the compilation process, for example to bridge any
gaps between the micro and macro data. It needs to be carefully assessed what level of detail may be
opportune given the quality of the data.

2.5.2. Main source of income

A different classification that can be applied is according to main source of income. For that purpose, four
categories are currently distinguished, namely a) wages and salaries (i.e. linked to item D11R), b) income
from self-employment (i.e. linked to item B3R3), c) net property income (i.e. linked to item D4N), and
d) current transfers received (i.e. linked to the sum of D62R (social benefits in cash received), D63R (social
benefits in kind received) and D7R (other current transfers received)).” Households should be classified in
the category which shows the highest contribution to the household income.

2.5.3. Household type

A third classification in the DNA work is according to household type. This takes into account the presence,
number and age of the members of the household. In the DNA work eight categories of household types
are distinguished, i.e. a) single less than 65 years old, b) single 65 and older, c) single with children living
at home, d) two adults less than 65 without children living at home, e) two adults at least one 65 or older
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without children living at home, f) two adults with less than 3 children living at home, g) two adults with at
least 3 children living at home, and h) others. In this classification, an adult is defined as anyone 18 years
or older.® Furthermore, the delineation of “children living at home” is based on all individuals up until the
age of 16 plus the individuals whose age is between 17 and 24 and are offspring of one of the household
members and are still living at home. Depending on user needs and the quality and available detail from
the underlying data, more granular breakdowns can be envisaged as well.

2.5.4. Other possible breakdowns

In addition to the classifications presented here, one could also envisage other breakdowns which may be
of interest to users. This may for example include breakdowns according to housing status (rental, owner-
occupied with mortgage, and owner-occupied without mortgage), region (for example according to
Nomenclature of territorial units for statistics (NUTS) levels in Europe) or on the basis of socio-demographic
information, e.g. according to the age, gender or labour market status of the head of the household, where
the head of the household is usually defined as the person with the highest income.® It will depend on user
needs, the level of available detail in the underlying data, and on the quality of the underlying results, which
level of detail could be targeted.

When the breakdown is based on characteristics of the household head, it needs to be borne in mind that
this is only focusing on the characteristics of one household member and may not provide a balanced
overview for the situation of the population at large. In this regard, the people that may qualify as household
head may not be reflective of other people with similar socio-demographic characteristics. For example,
when looking at income inequality by gender on the basis of distributional results broken down according
to gender of the head of the household, this only provides insights into the difference in (equivalised)
income between households with a man as household head versus those with a woman as head of the
household, but not of the difference in (equivalised) income between men and women in general.
Conclusions on the latter can only be derived, if the men and women acting as household head are
representative for all men and women in society, which will often not be the case. This caveat needs to be
made clear when presenting results on the basis of breakdowns according to household head to users.

2.6. Additional socio-demographic information accompanying the results

To obtain more background information on the various household groups, the DNA work also recommends
compiling socio-demographic information to accompany the results for the various household groups.
Some of these breakdowns may focus on specific socio-demographic characteristics of households,
whereas others may focus on characteristics of the individuals belonging to the households in the various
household groups. It will depend on the information available from micro data sources and the way in which
the results are aligned to the national accounts totals, which type of socio-demographic information can be
published. This section provides a description of the additional socio-demographic information that is
targeted in the DNA work, although other breakdowns may be envisaged as well.

2.6.1. Household type

Background information can be provided on the size and composition of the households included in the
various household groups. In the DNA work, the household types are distinguished according to the
presence, number and age of the members of the household. See Section 2.5.3 for more information on
the categories that are identified. Depending on user needs and the quality of the underlying data, more
granular breakdowns can be targeted.
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2.6.2. Housing status

An overview can also be provided on the basis of the housing status of the households included in the
various household groups. This breaks down households into a) households that rent their house (rental),
b) households that own their house (partly) financing it via a mortgage loan (owner-occupied with
mortgage), and c) households that own their house without having a mortgage loan (owner-occupied
without mortgage).

2.6.3. Age

The classification according to age'® looks at how people of different ages are distributed across the
various household groups. Instead of only looking at households and the age of the household head, in
this case, each individual is classified according to the category in which the household he/she belongs to
is classified. For this purpose, the DNA work defines six age groups, i.e. individuals between a) 0-14, b)
156-24, c) 25-34, d) 35-44, e) 45-64, and f) individuals above 65. K Depending on user needs and the quality
of the underlying data, more granular breakdowns can be envisaged.

2.6.4. Sex

A breakdown can also be envisaged according to sex, showing the number of males and females (and
non-binary) in each household group. Depending on user needs and the quality of the underlying data, this
could also be combined with some of the other breakdowns presented in this section, for example in
combination with age.

2.6.5. Main activity

Useful information can also be obtained by breaking down the various household groups into number of
individuals according to their main activity. For that purpose, the DNA work identifies nine categories,
i.e. a) unemployed, b) employee, c) employer, d) own-account worker, €) unpaid family worker, f) member
of producer’s cooperative, g) student, h) retired, and i) not classifiable. These categories are partly derived
on the basis of the employment status categories as defined in the ILO International Classification by
Status in Employment (ICSE) 1993 (International Labour Organisation, 1993}13)), supplemented by relevant
categories for individuals without any form of employment.'?

To start with the categories related to employment status, in line with the definition of ICSE-93, employees
should encompass persons with paid employment jobs i.e. people with explicit or implicit employment
contracts “which give them a basic remuneration which is not directly dependent upon the revenue of the
unit for which they work”. Own-account workers or self-employed refer to those people for which the
remuneration is directly dependent upon the profits from the production process and that have not
employed staff on a continuous basis during the reference period. In case they do employ staff, they are
classified as employers. Members of producers’ cooperatives are workers who hold self-employment jobs
in a cooperative, in which each member “takes part on an equal footing with other members in determining
the organization of production, sales and/or other work of the establishment, the investments and the
distribution of the proceeds of the establishment among their members”. This excludes employees of
producers’ cooperatives who should be classified as employees. Unpaid family workers are workers that
hold a "self-employment"” job in an enterprise operated by a related person living in the same household,
but that are not regarded as a partner (International Labour Organisation, 199313)).

In addition to these employment status categories, the DNA work also distinguishes non-employment
related categories. The category “unemployed” concerns all persons who during the reference period were
not in employment or self-employment but were available for employment or self-employment and were
actually seeking work (International Labour Organisation, 1982}14]). Students are persons that are not
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classified as usually economically active, who attend any regular educational institution, public or private,
for systematic instruction at any level of education (United Nations, 2008;15)). There are several definitions
that are used to delineate retired persons. The definition that is used in the DNA work is to distinguish
those individuals that are eligible for private or public pension benefits. Finally, individuals not classifiable
include those for whom insufficient relevant information is available, and/or who cannot be included in any
of the preceding categories.

Individuals should be classified according to their main activity, which is defined as the activity which they
spend most of their time on. For persons that may change status throughout the reference period, ideally
information is available on the length of the activities they engaged in. In that case, individuals can be
classified according to the status that they held for the longest period. Alternatively, a decision could be
made on the basis of underlying micro data, e.g. tax data may provide information on how many months
an individual received wages and for how many months unemployment (or other) benefits; otherwise it
may perhaps be possible to derive it on the basis of the relevant amounts; if the amount of wages is still
significant (e.g. in relation to wages of previous (or future) years or comparable to other persons holding
the same job) and/or if unemployment benefits are still small (also in relation to other unemployed persons
or in relation to previous (or future) years), it may be better to classify a person in the “employed” category
than in the “unemployed” category.

2.6.6. Highest level of education achieved

Another socio-demographic breakdown that may be of interest to users is a categorisation of individuals
according to their highest level of education achieved. The categories that are used in the DNA work are
derived on the basis of the International Standard Classification of Education (ISCED) (UNESCO Institute
for Statistics, 2012p1e1) which distinguishes nine categories, i.e. 0) less than primary education, 1) primary
education, 2) lower secondary education, 3) upper secondary education, 4) post-secondary non-tertiary
education, 5) short-cycle tertiary education, 6) bachelor's or equivalent level, 7) master's or equivalent
level, 8) doctoral or equivalent level, and 9) not elsewhere classified. In the DNA work, some of these levels
are combined to arrive at a smaller level of detail, distinguishing: a) low (corresponding to levels 0-2 of the
ISCED-A, 2011), b) middle (3-5), c) high (6-8), and d) not elsewhere classified (9). As individuals that never
attended an education program (including small children) have to be classified in category zero according
to the ISCED-A, they would end up in category “low” in the DNA template.

2.7. Presentation of the template

The conceptual framework as presented in this chapter is at the basis of the template that is recommended
for the compilation of distributional results according to the methodology as developed by the EG DNA.
Table 2.4 to Table 2.6 provide an overview of the general set-up of this template.

The template presents the household groups in the columns and the national accounts item in the rows.
In that, it distinguishes two blocks, focusing on respectively income (Table 2.4), and consumption and
saving (Table 2.5).

In the income block, the columns start with the information available from the national accounts (“original
estimates”), targeting data on the household sector (column B1) but also providing the opportunity to first
report data for the household and NPISH sector jointly (column A) if results for the household sector are
not available separately. In that case, adjustments will have to be made to arrive at results that only relate
to the household sector (see Section 4.2). The consumption and saving block has a similar setup, but in
this case the first column (A1) relates to totals obtained from the supply-and-use tables. As these results
may include amounts relating to NPISHs and non-resident households, the template includes two columns
to correct for these amounts (A2 and A3, respectively). Furthermore, it includes a column (A4) to include
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consumption of resident households abroad (column A4), in case this information is available at the
detailed level of consumption items, to arrive at total consumption expenditure of resident households
(column B1).

Both blocks then shows two columns (“adjusted estimates”) to distinguish institutional households (column
B2) from private households (column B3), the latter constituting the target population of the DNA work.
Their results are broken down into household groups on the basis of the breakdowns, as explained in
Section 2.5, and the accompanying levels of detail as selected by the compiler. In the example in Table 2.4
a breakdown is presented according to equivalised disposable income levels broken down into income
deciles.™ In this case, households are categorised on the basis of their ranking according to equivalised
disposable income as explained in Section 2.5.1.

Given the importance of the micro data in the process, the template also includes a column (C1) showing
the aggregate from the micro data source used for the distribution of the specific national accounts item
(“micro source aggregate”) as well as the discrepancy between this aggregate and the adjusted national
accounts totals relating to private households (column D, i.e. “discrepancy”).

Finally, the template includes a block that focuses on socio-demographic characteristics of the various
household groups (Table 2.6). This block shows breakdowns into the various socio-demographic
characteristics as described in Section 2.6 for the specific household groups for which distributional results
have been compiled. It starts with information for the household sector as a whole (column B1), with a
breakdown into institutional households (column B2) and private households (column B3). It then targets
the information by the various household groups.

Compilers are recommended to use this template in compiling distributional results according to the DNA
methodology. As changes be made to the templates over time (for example in view of the G20 Data Gaps
Initiative recommendations and the update of the 2008 SNA), it is advised that compilers check the latest
version of the template which can be found here.
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Table 2.4. Template for distributional results on income
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B2R1g

Income

Owner occupied dwellings

Deciles
D1+ D2+ ... + D10 = Private households (B3

National Accounts Micro Discrepancy
Households S14 Source
Original Adjusted Aggregate
Total of Total of S14 Institutional Private (C) D=B3-C
S14+ 815 (B1=B2+ households households
(A) B3) (B2) (B3)

|
|

D1 D2 D10

B2R2g

B3R1g

Leasing of dwellings

Own account production

B3R2g

Underground production

Wages and salaries

D11R

Mixed income excluding underground and own account production

D121R

Employers' actual social contributions

D122R

Employers' imputed social contributions

il
1
|

D41R Interest received
D41R' Interest received (not adjusted for FISIM)
D41R_FISIM Adjustment for FISIM
D42R Distributed income of corporations
D43R Reinvested earnings on foreign direct investment
D44R Investment income disbursements
D441R Investment income attributable to insurance policy holders
D441AR Property income received attributed to non-life insurance policy
holders
D441BR Property income received attributed to life insurance policy

holders
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Income National Accounts Micro Discrepancy Deciles
Households S14 Source D1+ D2+ ... + D10 = Private households (B3
Original estimates Adjusted estimates Aggregate D1 D2 D10
Total of Total of S14 Institutional Private (C) D=B3-C
S14+815 (B1=B2+ households households
(A) B3) (B2) (B3)
D442R Investment income payable on pension entitiements
D443R Investment income attributable to collective investment funds
share holders
D45R Rent received
S Popetyiomepad

D41P Interest paid :7

D41P' Interest paid (not adjusted for FISIM)

D41P_FISIM Adjustment for FISIM
D45P Rent paid

D611P Employers' actual social contributions paid
D612P Employers' imputed social contributions paid
D613P+D614P Households' social contributions (actual and supplements)
D613P Households' actual social contributions
D614P Households' social contributions supplements
D61xP Social insurance scheme service charges

D611R

Employers' actual social contributions received

D612R

Employers' imputed social contributions received
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Income National Accounts Micro Discrepancy Deciles
Households S14 Source D1+ D2+ ... + D10 = Private households (B3)
Original estimates Adjusted estimates Aggregate D1 D2 D10
Total of Total of S14 Institutional Private (C) D=B3-C
S14+ 815 (B1=B2+ households households
(A) B3) (B2) (B3)
D72R-D71P Net non-life insurance claims minus premiums
D71P Non-life insurance premiums
D72R Non-life insurance claims
D75N Net miscellaneous current transfers
D75R Miscellaneous current transfers received
D75P Miscellaneous current transfers paid
D75x of which transfers between resident households (2008 SNA
8.133)
B Oesbleincome
N LTSI
D63R1 Education
D63R2 Health
D63R3 Other
B9 Adweddposieinome | I R

Memorandum items

Net operating surplus and mixed income

of which: net operating surplus

of which: net mixed income

Source: The Author.
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Table 2.5. Template for distributional results on consumption and saving

Consumption & Saving National Accounts Micro Discrepancy Deciles
Households S14 Source D1+D2+ ... + D10 = Private
households (B3)
Original | NPISH | Expenditure of Adjusted estimates Aggregate D1 | D2 | | D10
estimates  amount  non-residents Expenditure of Total of $14 Institutional Private (© D=B3-C
(A1) (A2) on territory residents abroad ~ (B1=B2+B3 = households households
(A3) (A4) A1-A2-A3+A4) (B2) (B3)

CP042 Imputed rentals on housing

CP043 Maintenance and repair of dwellings
CP044 Water supply and miscellaneous
CP045 Electricity, gas and other fuels

CP061 Medical products, appliances and equipment
CP062 Out-patient services
CP063 Hospital services

CPO71

Purchases of vehicles

CP072

Operation of personal transport equipment

CP073

CP12x

Transports services

Miscellaneous (less FISIM, less insurance)
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Consumption & Saving National Accounts Micro Discrepancy Deciles
Households S14 Source D1+D2+... + D10 = Private
households (B3)
Original NPISH Expenditure of Adjusted estimates Aggregate D1 D2 D10
estimates  amount  non-residents Expenditure of Total of S14 Institutional Private ©) D=B3-C
(A1) (A2) on territory residents abroad ~ (B1=B2+B3 = households households
(A3) (A4) A1-A2-A3+A4) (B2) (B3)

CP1261 FISIM
CP125 Insurances expenditures (life and non-life)

Memorandum items

D2 Taxes on production and imports
D21 Taxes on products
D29 Other taxes on production
D3 Subsidies
D31 Subsidies on products
D39 Other subsidies on production
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Consumption & Saving

Original
estimates
(A1)

NPISH
amount
(A2)

Expenditure of
non-residents
on territory
(A3)

National Accounts

Households S14
Adjusted estimates
Expenditure of Total of S14 Institutional
residents abroad (B1=B2+B3 = households
(A4) A1-A2-A3+Ad) (B2)

Micro Discrepancy
Source
Aggregate
Private (©) D=B3-C
households
(B3)

D1

Deciles
D1+D2+ ... + D10 = Private
households (B3)

D2

D10

Consumer durables
of which: vehicles

of which: others

B8n

Net Saving

|

| |

Source: The Author.
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Table 2.6. Template for socio-demographic background information on distributional results

Socio-demographic information Households Deciles
S14 D1+D2+D3 + D4 + D5 +D6 + D7 + D8 + D9 + D10 = Private households (B3)
D1 D2 D3 D4 D5 D6 D7 D8 D9 D10
Total Institutional households Private households
(B1=B2+B3) (B2) (B3)

Single less 65 year old

Single 65 and older
Single with children living at home
Two adults less than 65 no child living at home

Two adults at least one 65 or older no child living at
home

Two adults with less than 3 children living at home
Two adults with at least 3 children living at home
Others

Rental

Owner-occupied with mortgage

Owner-occupied without mortgage

e s s B s s B s

0-14
15-24

25-34
35-44
45-64
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Socio-demographic information

Households Deciles
S14 D1+ D2+ D3 + D4 + D5 +D6 + D7 + D8 + D9 + D10 = Private households (B3)

D1 D2 D3 D4 D5 D6 D7 D8 D9

Institutional households Private households
(B2) (B3)

D10

Total
(B1=B2+B3)
F
Labour market status
Unemployed
Employee
Employer

Own-account worker

Unpaid family worker

Member of producer's cooperative

Student

Retired

Not classifiable by status
Education

Low

Middle

High

Source: The Author.
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Notes

' An adult is defined here as anyone 18 years or older. In line with general SNA principles, the age of a
person for a given reference year should be derived on the basis of its age during the largest part of the
year. This means that anyone born after the 1t of July should be assigned its age at the start of the year,
whereas anyone born on or before the 15t of July should be assigned its age at the end of the year. If this
is not feasible, it could also be decided to take one cut-off point in the year (e.g. at the start or at the end
of the reference period), bearing in mind that this may generate slightly different results.

2 Alternatively, they could be treated separately in the process; deriving distributional results for them,
separate from the private households, and then adding these results back at the end of the exercise.
Another alternative is to treat all persons within an institutional household as a separate one-person
household in compiling the distributional results. The benefit of these approaches is that it will lead to
results that are in line with those for the household sector as published in the national accounts (although
it needs to be borne in mind that some other adjustments may be needed in the process, which may lead
to deviations from the national accounts totals in any case (see also Chapter 4)). However, compilers and
users need to be aware that these approaches may not do justice to the specific circumstances these
individuals live in and that it may lead to heterogeneous results and distort distributional analyses.

3 Please note that in the standard of living classification as applied in the DNA approach (see Section
2.5.1), households are ranked and clustered according to their equivalized disposable income. In analysing
income inequality according to primary income, it may be better to rank and cluster households according
to their equivalized primary income.

4 Dependent on the specific policy purpose, some users may be more interested in alternative income
measures, such as primary income and disposable income. The DNA approach also provides the
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possibility to compile results according to these measures. However, for international comparisons, it is
recommended to compile and analyse information on the basis of adjusted disposable income.

5 In DINA, four income concepts are distinguished. Factor income focuses on the income before any re-
distribution takes place. Pre-tax income looks at the impact of the pension system, recording pension
transactions on a distribution basis instead of on a contribution basis. Post-tax income focuses on income
after re-distribution, i.e. after deduction of all taxes, processing all social transfers, and after adding back
all public spending, including collective consumption. In addition to post-tax national income, the project
also distinguishes post-tax disposable income, which excludes the value of collective consumption and
social transfers in kind, as well as any government surplus or deficit.

8 A new version of COICOP has become available in 2018 (COICOP 2018 (United Nations, 201817), with
includes some minor changes in comparison to the 2011 version. Once this new COICOP will have been
implemented by countries, it will also be reflected in an updated version of the DNA template.

7 The latter category could be further broken down into pension benefits received and other current
transfers received, in case the relevant information is available at that level of detail.

8 In line with general SNA principles, the age of a person for a given reference year should be derived on
the basis of his/her age during the largest part of the year. This means that anyone born on or after the 1st
of July should be assigned its age at the start of the year, whereas anyone born before the 1st of July
should be assigned its age at the end of the year. If this is not feasible, it could be decided to take one cut-
off point in the year (e.g. at the start or at the end of the reference period), bearing in mind that this may
generate slightly different results.

9 Countries apply different rules to determine the head of the household, but most of them define it as the
person with the highest income (see also (United Nations Economic Commission for Europe, 20112;) and
(OECD, 2013y3))).

10 See footnote 8 for more information on how to determine the age of the relevant persons.

1 For national purposes, it may also be of interest to delineate the last two groups on the basis of the
retirement age in the country. However, for international comparability, it is recommended to maintain the
breakdowns as suggested here. Furthermore, in using the retirement age, it has to be borne in mind that
time series analysis may be affected, when the retirement age is changing over time.

12 |n the meantime, the ISCE-93 has been updated to ISCE-18, including more granular classes based on
the type of authority that the worker is able to exercise in relation to the work performed and the type of
economic risk to which the worker is exposed. In the future, it may be assessed whether the categories in
the DNA template could be updated to reflect (some of) these new categories.

13 The template also includes the possibility to record results broken down by income quintile, as well as the option to provide more granular

information for the tails, i.e. results for the bottom 5% and the top 5%, 1% and 0.1%. Furthermore, the template includes “optional” breakdowns
which are not presented in Table 2.4 and Source: The Author.

Table 2.5 classifying households according to main source of income and household type as explained in
Sections 2.5.2 and 2.5.3.
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