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Preface

This study of relative income differences within the
population is part of a survey carried out separately by
the following seven countries: Canada, Finland, France,
Hungary, Poland, Spain and Sweden under the auspices of
the Statistical Commission of the United Nations.

The goals and methods of the study are explained in
document Conf. Eur. Stat./WG 22/29. The study of Finland
has been carried out by the Central Statistical Office
as part of the 1971 household budget survey. The study

was supervised by Jorma Linnaila.

Helsinki, Central Statistical Office of Finland, March 1976

Aaro Kentta

Aarre Sahavirta
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1. Background

The Finnish contribution to the international comparison of relative
income differences within the population is based on the 1971 household
budget survey. The frame of the household budget surveys carried.out
every five years is based on a comparatively large consumption study.
The basic data on consumption expenditure are collected partly by
means of monthly book-keeping and partly by means of yearly interviews.
The data on the structure of households and the basic data on the
incomes and the use of public services by households; used in this
report, were also collected in connection with the interviews for the
1971 survey. The interviewing method was closely connected with the

use of external registers. For example, the main part of the income
items needed for the calculation of the disposable income of the

sample households were obtained from taxation data. Likewise the items
of income transfers based on the national basic pension scheme were

obtained directly from the National Pensions Institution.
2. Sample design

The population of the study consisted of persons who during the year

1971 had lived in private households. Persons in institutional households,
e.g. homes for the aged, children’s homes, hospitals and penal institutions
have not been included in the population, nor private persons who have

died during the year or such households of which all members have emigrated.

The sample was selected from the central register of population as a
one-stage sample of housing units, thus households nearly from all the
communes of the country were represented in the sample. The use of the
housing unit as the sampling unit is due to the fact that there is no
household code in the register of population. At the Central Statistical
Office (CSO) the housing units included in the sample were distributed
into households on the basis of the name etc. data. All the separate
households living in the same dwelling were included in the sample.

The final checking of the composition of the households was done in

connection with the interview.
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The sample of the income inquiry consisted of two partial samples,
one selected for the monthly book-keeping the other for the annual
interview. The basic sample of the monthly book-keeping was stratified
so as to include all agricultural households. Of other households

only every other was included.

The size of the sample for the yearly interviews was 11 300 households
of which 8 817 households were included in the final data. An attempt
was made to remove structural differences in the population and sample,
resulting from varying sampling fractions and non-response, by means

of raising factors. The raising factor given to each household indicates
how many households of the population the sample household corresponds
to. The sum of raising factors denotes the number of households in the
population or in the part of the population under observation. In

these structural checkings attention was paid to the regional distribution
and soclio-economic classification of the sample. In addition, the under-
representation of one-person households was corrected to correspond to
the population. The data on the population were obtained from the 1970

population census.
3. Data collection

As mentioned above, the basic data were collected partly by means of

interviews partly by using administrative registers. The data on the

structure and background of households were collected by means of

interviews as well as the data on such income items that could not be

obtained from other sources or had been defined in the register data in

the way which deviates from the statistics of income distribution.

The most important income items obtained by the interviewing method

were the following:

- the imputed rental value of owner-occupied dwellings

- the value of own work done for the new construction, extention or
repairs of dwellings, whether owner-occupied or rented

- income from rented dwellings

- the value of home-produced agricultural products and services in
household consumption

- the net amount of interests and dividends.



Of the income transfers received, i.a. the data on income transfers
and social assistance based on the equalization system of family

expenses were collected by interviewing.

The data on wages and salaries, direct taxes and also the main part of

entrepreneurial income were obtained by mail inquiry to tax offices.

The data on income transfers based on the national basic pension scheme,
and health insurance compensations and allowances received by the
sample households were transferred in computer form from the data base

of the National Pensions Institution.

Before the interviews a personal letter to the heads of the households
was sent. The letter explained the purpose and execution of the survey
and stressed the confidentiality of the data. An attempt was made to
perform the interviews so that besides the family head all other members

of the household who had received income during the year were present.
4, Data handling

The coding of income data and the automatic data processing were

performed at the CSO. The checking of the basic data was done in the

following order: -

(a) first was checked that the coding of each column was done according
to the instructions given

(b) the upper and lower limits of income items were checked

(c) the internal logic of card types was checked (comparison of columns)

(d) the logic between card types was checked

(e) checkings between the data of the monthly book-keeping and yearly

interviews were done.
5. Definitions and classifications

The concepts and classifications used in the enclosed tables are based
as far as possible on the recommendations given for the international

comparison of income differences. However, some exceptions from these

recommendations have been necessary due to the collection method and

structure of the basic data.



5.1. Household

The survey covered in principle all persons who during the yeér 1971
had belonged to the households in the sample. The membership of the
household was determined on the basis of the criterions: persons living
together and having wholly or partly common household arrangements.
Additionally attention was paid to the fact that the definition of the

household limits was sensible from the viewpoint of income source.
5.2. Earners and regular full-time earners

In accordance with the recommendations, earners are defined as persons
who have had earnings in 1971 irrespective of the amount of work
performed or the size of earnings. Further, unpaid family members are

also included in this group.

The definition of regular full-time earners differs from the
recommendatiohs. Following the definition used in the household surveys
in Finland, this group includes all earners who performed an earning
activity during 330 days in 1971 (including paid holidays and sick-

leave). Part-time workers etc. have been excluded.

Entrepreneurial income from agriculture and forestry was divided among
gainfully employed household members over 18 years of age in ratio to
their working time. The estimates were based on household survey data
on yearly working days completed and the length of an average working

day.

5.3%. Income

5.3.7. Wages and salaries
The definition corresponds to the recommendations. Thus for instance
employers’ contributions to social security schemes and private pension

funds are not included in wages and salaries. Pensions received directly

from the employer have been treated as income transfers.



5.3.2. Entrepreneurial income

Entrepreneurial income consists of the net income from non-corporate
enterprises and transfers made by owners from the income of corporate
enterprises. The income was mainly obtained from the taxation material
which in the case of entrepreneurial income from agriculture also is
based on book-keeping. Property income received by enterprises, such
as interests, income from rent and fees for right of disposal, have
not been separated from entrepreneurial income., Entrepreneurial income

has been calculated at its net sum by subtracting depreciations.

Entrepreneurial income from agriculture and forestry was worked out
partly by means of interviews, partly by the aid of data on taxation.
The consumption of own products by farmer households has been valued

at the price the producer normally gets when he sells a product.

Entrepreneurial income also comprises the net rents of owner-occupied
dwellings, which have been treated in accordance with the SNA. Net rents
were calculated as the difference between the rental value and cost
items (inél. depreciations). When defining the rental value, the
objective was the current rent which could be had from a similar

dwelling in each place,
5.3.3. Property income

Property income include the net amount of interests, dividends, land
rents and royalties. Property income data, together with data on
savings, have proved to be the most complicated items to work out of
the Finnish household surveys and the results show a clear downward

bias.
5.3.4. Transfers paid and received

Transfers received by households comprise transfers from governmental
bodies, private non-profit institutions, enterprises, and other
households. Transfers paid by households have been worked out in an
analogous way. Insurance benefits received on the basis of private

insurance have also been treated as transfers. The group other current



transfers also includes items of capital transfer type.

5.3%.5. Social benefits in kirnd

In the 1971 household survey attempts were made to work out the val ue
of social benefits in kind received by households. Similar attempts
have not been made in earlier household surveys in Finland. In
accordance with the recommendations for the international income survey,
educational services, medical and other health services, welfare
services, housing subsidies, recreational and related cultural services

were included in the survey plan.

In the survey such services have been treated, the utilization of which
can be specified by individual or household. The aim has been to
eliminate administrative costs and research costs when determining the

value of the benefits.

The method of calculation is partly based on interview data on the
utilization of the services in question and the costs they cause to

users, partly on external statistical data etc. on the values per unit

of various services and in some cases on subsidies received from public
authorities for the production of the services. The free-of-charge

social benefits in kind are the current expenditures reduced by the
payments of households and the compensations for instance from health
insurance. In the case of recreational and related cultural services,

the social benefits are the subsidies received from the public authorities

for the activity in question, calculated per time attended etc.

The estimate of the most important free services was made as follows:

Interview data on the utilization of educational services concerned

the time of studying at various institutes, as well as times attended

in the case of some institutes related to adult education. Corresponding
cost data per student or time attended were obtained partly from official
statistics, partly from education authorities and other related sources.
The free services received by students living in free boarding -houses
were estimated by means of data in the length of stay and the official

rent statistics.



Data on free school transport were collected by means of interviews
about the number and length of trips. The prices for serial tickets
for trips of equal length were used as price data. Data on study loans
were collected by means of interviews about the loan interest and the
amounts paid in interest. When calculating the social benefit, 8 %

was used as the average current rate of interest.

The group medical and other health services contained social benefits

received from hospitals, outpatient departments, and doctors, further
from maternity and children's advisory centres, mental care centres
and tuberculosis centres and school health care. The interview data
either concerned days of treatment or number of times attended. Data
on costs per unit were obtained from the statistics compiled by the

hospital association or directly from the authorities concerned.

Welfare services comprise day care of children, juvenile reformatories and

children's summer holiday camps. Data on days in care were collected by
means of interviews and corresponding data on costs were estimated on

the basis of data provided by the social authorities.

Housing services. As the value of the subsidy received was regarded

the interest benefit produced by a housing loan with lower than normal
interest compared to interest rate of normal bank loans. Whether a
rented dwelling was concerned for which the board of housing had
provided a loan the value of housing subsidy is the normal rent reduced

by the rent paid by the household.

As for recreational and related cultural services, the survey was

restricted to theatre, library and some sports services. Data on the
utilization of services were collected during interviews in a relatively
rough form. Cost data on the number of times attended and books taken

out were obtained from the authorities in question.



5.4. Other classifications
5.4.1. Socio-economic classification

The socio-economic classification is based on data on employment

status and occupation. The household survey made use of the classification
of occupations in the 1970 population census, which is based on the
Nordic classification of occupations of 1963 and the International
Standard Classification of Occupations published by the International
Labour Office in 1958, The distribution of workers into skilled and
unskilled wofkers was performed on the basis of occupational data in

the same way as in the 1970 population census.

S5.4.2. Size of households

The enclosed tables follow the classification used in the Finnish
reports of the survey in which households composed of five and six or
more persons have been separated. The subdivisions according to the
number of grown-ups and children in households composed of four, five
and six or more persons have been made taking into account the size of

the groups in the sample material.

6. Reliability of data
6.7. Sampling and non-sampling errors

The income data of the household survey are subject to errors of
various kinds. Besides random errors, the results are affected by non-
response during the interviewing phase, the forgetfulness and negative .
attitudes of the interviewed etc. Corresponding biased estimates are

also obtained for some income items from taxation material.
The variance of the mean income was calculated according to the detailed
socio-economic classification for the same income concepts for which

total variances were output, see subsection 6.3.

Mean errors over 5.0 % were obtained for the following groups.
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Yearly earnings (all earners and regular full-time earners)
(1) employers
(2) own-account workers in professional, technical, consulting

and similar fields

Distributed factor income per household
(1) employers
(2) own-account workers in professional, technical, consulting and
similar fields

(2) manual workers employed in agriculture

Available income per household
(1) employers
(2) own-account workers in professional, technical, consulting

and similar fields

Mean data for all groups irrespective of the amount of material have
been presented in the enclosed tables. On the basis of the experiences
received from the random errors of the 1971 household survey, the means
both by household and by individual are, however, quite unreliable for
the groups the size of which is under 40 (proportional share from the

material under 0,5 %).
6.2. Comparison with macro-data

The comparison of the household survey results with other statistics is
hampered by the lack of reliable and conceptually corresponding data.
In the first place the data of national accounts statistics can be
brought into question. Because of conceptual differences even this

comparison remains rough.

According to the 1971 national accounts statistics the disposable incomes
of households and private nonprofit institutions were 29 121 million
marks. The corresponding estimate without nonprofit institutions obtained
from the household survey was 15 % smaller, i.e. 24 714 million marks.

In the following the figures of the household survey and national accounts
statistics have been compared for those parts where the income concepts

can be considered to be roughly of the same contents.
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Household survey - %

of the figures of the national accounts
statistics

Wages and salaries - 0.9

Incomes of private entrepreneurs

Agriculture and forestry - 19.3
Other entrepreneurship - 18.6
Income transfers received

from the public sector - 0.8

Even the accurate comparison of the estimates of social benefits in
kind is difficult because of the difference in statistical base. On the
basis of the observations made it however seems that the correspondence
for educational services is relatively good. Estimates congerning health
services seem to remain somewhat too small due to the fact that the
participation of the sick and old people in the household survey is
more difficult than that of other population groups. On the other hand
the estimate of welfare services per household is clearly higher in the
household survey than in the statistics of social expenditure. This

may be explained by the fact that the expenditure of congregations and
private institutions are not included in macro-statistics. Results
concerning housing services remain somewhat smaller than the estimates
obtained from the statistics of social expenditure. The interviewing
data may have remained deficient for housing because of their delicate

-nature.
6.3. Total variances
Estimates of total variances which were supposed to be calculated in the

report on the second consultation of the countries participating in the

international comparison of relative income differences are found below.

Households . Total variances
Distributed factor income per household 287 127 000 (FMK)
Available income per household 138 326 000 (FMK)

Available income per capita 17 457 000 (FMK)
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Individuals

Yearly earnings of all earners 115 666 000 (FMK)

Yearly earnings of regular
full-time earners 122 970 000 (FMK)
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25.
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TILASTOKESKUS
TUTKIMUKSIA

Paavo Gronlund — Olavi Niitamo, Kansantalouden tilinpidon rakenne. Kesikuu 1966. 38s.
Olavi Niitamo, Taloudellinen malli. Toinen tarkistettu painos. Elokuu 1969. 67 s.

Reino Hjerppe, Aksiomaattisen menetelmin periaatteista ja soveltamisesta kokonaistaloudellisen kuvausjirjestel-
mén laatimisessa. Huhtikuu 1967. 45 s.

Aarno Soivio, Koe akatee misen koulutuksen saaneen tydvoiman kysynnin ennustamiseksi. Syyskuu 1967. 12 s.

Paavo Grénlund — Olavi Niitamo, Suomen kansantalouden tilinpito vuosina 1948—1964, kisitteet ja menetelmit.
Maaliskuu 1968. 190 s.

Olavi Niitamo, Systeemiajattelun erditd padpiirteitd. Huhtikuu 1968. 315,

Raoul Brummert, Yrittelidisyys ja taloudellinen kasvu. Mikrotaloudellinen tutkimus. Kesikuu 1968. 169 s.
(Ruotsinkielinen)

Kalevi Koljonen, Pidomakannan kdsite ja mittaaminen sekd sovellutus Suomen rakennuskantaan vuosina
1950—1960. Syyskuu 1968. 92 s.

Olavi Niitamo, Tuotantofunktio, sen jadnndstermi ja teknillinen kehitys, Tammikuu 1969. 49 s.

Feva-Liisa Kaski, Ndk 6kohtia aluetilastojen kehittamisestd. 28 s.

Pertti Marjomaa, Aluesuunnittelun tilastojen tarpeesta. 18 s.

Reino Hjerppe, Pidomakannan alueittaisesta jakautumisesta aluesuunnittelun ndkokulmasta 17 s.
Antti Somervuori, Tulojen ja elinkustannusten alueellisten erojen mittaaminen. Kesikuu 1969. 54 s,

. Heikki Oksanen, Monitasosuunnittelun kisite ja perusongelmat. 12 s.

Eila Olkkonen, Suunnittelusta ja paitoksenteosta monitasoprosesseina keskitetysti johdetuissa talouksissa.
Syyskuu 1969. 18 s.

Tulonjaon kehityspiirteitd vuosina 1955 - 1968. Maaliskuu 1970. 43 s.

Tarmo Korpela, Talonrakennustoiminnan lyhyen tahtdyksen ennustemalleja koskeva tutkimus. Kesdkuu 1970.
92 s.

Tor Hartman, Ylioppilastutkinnosta ja ylioppilaiden lukuméiristd tulevaisuudessa. Heindkuu 1971. (Vain
ruotsinkielinen). 32 s,

Reino Hjerppe — Olavi E. Niitamo, Uuden SNA:n mukaisen kansantalouden tilinpidon perusrakenne. Elokuu 1971.
124474 s.

Antti Somervuori, Elinkustannusten ja reaalitulojen alueelliset erot Suomessa. Maaliskuu 1972. 99 s.
Pasi Markelin, Itsemurhat Suomessa vuosina 1936—1965. Elokuu 1972. 151 s.

Mauri Nieminen, Syntyvyysfunktion matemaattisesta teoriasta. Sovellutus Suomen viesté66n vuosina 1963—1967.
Elokuu 1972. 82 s.

Vuoden 1971 kuntien kalleustutkimus. Marraskuu 1972. 76 s.
Aarno Laihonen, Y mpiristotilastollisen tietojirjestelmin kehikko. Joulukuu 1972. 130 s.

Reino Hjerppe, Kokonaistaloudelliseen ohjelmointimalliin perustuva tutkimus tuotannontekijéiden allokaatiosta
Suomessa. Joulukuu 1972. 133 s

Kimmo Mikkola, Maassamuutto ja pohjoismainen muuttoliike vuonna 1970. Tammikuu 1973. 85 s.
Aarno Laihonen. The Framework of an Information System of Environmental Statistics. Mars 1973. 39 s.

Seppo Leppinen — Tuulikki Lund — Arto Ojala — Reijo Péytdkivi, Osamaksukauppa ja sen sddtely Suomessa
vuosina 1969—1972. Huhtikuu 1973. 118 s,

Kimmo Mikkola, Ruotsissa vuosina 1946— 1970 ansiotydssi ollut suomalaisviestd. Heindkuu 1973. 40 s.

Neuvostoliiton suunnittelyjirjestelmista. Marraskuu 1973.

Olavi E. Niitamo, Suunnittelusta Neuvostoliitossa. 62 s.

Reino Hjerppe, Neuvostoliiton suunnittelumatleista. 12 s.

Osmo Kuusi, Suunnittelun menetelmisti ja ongelmista Neuvostoliitossa. 27 s.
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Tulonjaon kehityspiirteitd 11 vuodet 1960—-1972. Joulukuu 1973. 21 s.
Hannu Laine, Systeemiteorian ja systeemidynamiikan peruskisitteitd. Toukokuu 1974. 65 s.
Niitamo, Sosialistimaissa sovellettava kansantalouden tilinpitojirjestelma. Toukokuu 1974, 95 s.

Leskeld - Salomdki — Virtanen, Teollisuustuotannon kuukausivolyymi-indeksin virheet ja niiden korjaaminen
lineaarisella regressiomallilla. Syyskuu 1974. 60 s.

Lind — Mdenpdd - Puustinen - Simola, Vuoden 1974 kuntien kalleustutkimus. Syyskuu 1975. 178 s.

Timo Puustinen, Hintaindeksit ja laadunmuutokset, sovellutus henkildautojen hintakehityksen mittaamiseen.
Lokakuu 1975. 50 s.

Risto Kolari, Kuolleisuus, Kuolleisuuden alueellinen jakaantuminen Suomessa 1961- 1972, Marraskuu 1975. 85 s.
Kokonaistaloudellisia ongelmia I1. Marraskuu 1975. 100 s.

Finnish survey on relative income differences. March 1976. 79 s.



