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In order to capture adequately and completely the
support provided by the state to families and their
children - or the burden laid on them - and com-
pare the results internationally, it would be neces-
sary to examine the entire benefits and services,
such as the availability of kindergartens, educa-
tional and health services, as well as the monetary
transfers to families by the state, tax exemptions
and deductions for families with children.

The following international comparison is limited to
an investigation of the monetary transfers in the
form of child support and how children are taken
into account in the income tax system. Even with this
restriction an international comparison is difficult
because of the complexity and the different systems
of family benefits in the individual countries. For this
reason we include concrete examples of familial sit-
uations for which an international comparison is
made. This approach has the disadvantage that from
the cited examples generalisations for the entire
population of a country can only be drawn to a lim-
ited extent, especially since family benefits and the
effect thereof must be considered as a whole.
Individual components, as we analyze them here, do
not necessarily reflect the family
friendliness of the entire regula-
tory system.

similarity with respect to the support for depen-
dent children is that the distribution of benefits is
dependent on income and the benefits themselves
are not subject to income tax. Otherwise the regu-
lations vary considerably. In general the countries
have based the amount of benefits on the number
of children (Germany, Finland, United Kingdom)
or according to the age of the child (Denmark and
Austria). Only in France and in the Netherlands is
there a double differentiation of the benefits based
on age and on the number of children. In the case
of the Netherlands this is a regulation which is
being phased out and is valid only for children
born before 1995. For all children born thereafter a
system independent of the number of children has
been established.

Because of the variety of regulations in connection
with child support it is difficult to evaluate the fam-
ily friendliness of the countries based on the
allowances alone. For this reason two model fami-
lies will be examined in order to compare the ben-
efits of the individual country regulations. The one
family has two children between the ages of 5 and
13; the other has three children aged 2, 5 and 13.
The Figure shows the children’s allowances in the
individual countries per year.

The two sample calculations show that when solely
viewing child support for the chosen family type,
the German benefits as defined by law are the
most advantageous of all the countries investigat-
ed. That is due to the continuously high payment
for the first three children of €1,848 per year.
However, it should be noted that child support
payments within the framework of the German
option model are offset against the tax effect of the

CHILD SUPPORT FOR FAMILIES WITH TWO OR THREE CHILDREN, 2003
IN SELECTED EU COUNTRIES, IN EURO P.A.

Germany
Support for dependent children Denmark
In the countries investigated AUtz
(Tablel and Figure) the only Finnland

Great Britain

* This article presents the summary of a e mEtwo child
research project of the Ifo Institute, com- Netherlands ‘ O t\:o c Ih.lrj "
missioned by the German Council for E ree chiidren
Family Relief (Deutscher Arbeitskreis Erance

fur Familienhilfe). Radiger Parsche is

head of Ifo’s department Public Sector,
Rigmar Osterkamp is head of Ifo’s pro- 0
ject group European Institutional
Comparisons.

1000

2000 3000 4 000 5000 6000 €

Source: Calculations of Ifo Institute.




Table 1
Child support in selected EU countries
Standard Differentiation based
o on Standard amounts ST Subject
Country age limit : ] Beneficiaries
A No. of (per annum) in € per child to tax
(maximum) | Age children|Income
0-3 3-10 | 10-18 | 19-26 | All those obliged to
years | years | years | years | support children with
Austria 19 (26) N - - old old old old habitual residence or -
1,264.80|1,352.40|1,570.80|1,832.40 | Ordinary residence in
Austria
Danes and foreigners
subject to income tax.
; 0-3 years | 3-6 years | 7-18 years | In some cases a mini-
DIERITET S L v - - 1,736 1,576 1,240 | mum period of resi- -
dence is required for
foreigners
1 child 1,080.00
2 children 1,326.00 )
3 children | 1,572.00 | Souples, singles and
- i _ . same sex partnerships _
Finland 17 - v 4 children 1,818.00 with child living in
5 children 2,064.00 | Finland
Additional payment
for single parents AU
Child support
1 child
2 childrern 1.328.52 All individuals who
France 20 J J - . e live in France with at -
3 children and more 1,702.08 | |east two children
Additional support
11-16 373.68 |over 16 664.32
- All Germans and
“ for 1-3 Children 1,848 foreigners with a valid 2
Cameny | ) - v - more than 3 2,148 resident permit subject]
to income tax
Children born before 1/1/95
fartilies 8-11 1217
children yearsold | years old All those obliged to
1 support children with
residence in the
2 22;22 1223(2)2 Netherlands or with
; ; : oAl employment subject to
Nether- | 16 (18) v v - 4 1,006.08 | 1,183.60 | income tax in the -
lands 5 1.087.52 1.279.44 Netherlands and
' ' membership in the
6 1,136.40 1,336.92 national insurance
etc. 1,168.96 1,375.24
Children born after 1/1/95
0-6 years old 6-12 years old
706.48 857.84
. . Individuals responsible
United 16 (19) _ 3 _ first child 1,202 | for child-rearing and B
Kingdom N all others 805 | ordinary residence in
the United Kingdom
¥ Child support is not subject to income tax in Germany, but contributions to social insurance are required for the
benefits.

Source: Mennel and Férster (2003); design of the table and additional information provided by the Ifo Institute.

payments. That means a family can choose between
child support and the deduction of a certain
amount per child depending on which is more ben-
eficial to them. For this reason it is not possible to
say for Germany - in contrast to the other coun-
tries — which part of the child allowance is an actu-
al state transfer payment and thus a true compo-
nent of family support. Only for families with such
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a minimal income that no wage or income tax is
paid can the child allowance be classified com-
pletely as family support.

The child support systems of Denmark and
Austria, which are based on children’s age, fall con-
siderably behind Germany for both our model
families of two and three children. What is notice-
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Table 2
Tax deductions and exemptions for children in selected EU countries
Differentiation
according to Standa;d | Soecial
amounts . ncome pecia
Country Name Type Number (vearly) in Beneficiaries limits TS
Age of Income| € per child
children
Eg’é /?failé?' Those subject to Direct
Kinderab- | " } } } E€61080 |taxandentitled to _ payment to
setzbetrag mer?t Y : receive child beneficiar-
support ies
Austria Deduction
: from tax
. o Single parents
Allelnem_e Tax de- ) ) ) - subject to tax and } debt. If tax
herabsetz o 364 ied I debt less,
betrag uction m%r]ne cloup es payment as
with a sole earner a negative
income tax
Denmark -3 no tax deductions nor exemptions for children
Finland - no tax deductions nor exemptions for children
France = no tax deductions nor exemptions for children
Those subject to  |Indirect ;
German Kinderfrei- tS;it:;?ry ) } } c36ag | Withachild due to ggg;ﬂ
Y betrag e ' under 18 years of |option
P age model
Kinder- . Max.
. o o / €40
v
hening Those subject to € Eoien
tax which child Max.
ﬁagvukl_— ‘ €341 under 18 years of |€ 29,096
ende kin- - - V age
derkorting €428 g Max.
€ 25,704
Those subject to
tax with child If the condi-
S under 12 years of |Minimum |tions are
Ecc))rrgt;matle Tax de- J - J €190 age and minimum [income fulfilled, the
Netherlands 9 e e income from € 4,060 individual
present employ- deductions
ment are added
together.
g;lﬁgg_' Single parents
e J - - € 1,301 |with child under -
enkorting 27 years of age
Aanvullen- 4.3%of the | _
de alleen- income, |Single parents
s oot | J = = PR with a child under =
erenkorting £€1,301 12 years of age
Family
component:
€785 Family
Baby com- compo-
1 .C) .
Egﬁ /?fa?ql;(_: pg‘?g;j Families with nent: Direct
United Child Tax e = o ) } ] Children’s children inde- €72,015 payment to
Kingdom Credit mer?t y v ST pendent of gainful |children’s [beneficiar-
p . |employment _ ies
€ 2,081; compo
Handi- nent:
capped € 19,185
component:
€ 4,350

3 Only individuals obliged to support children who live with them are entitled to an exemption of € 3,445. — PIs only valid
for the birth year. - Working parent are entitled to an allowance for small children (AGED) which includes a tax deduc-
tion of up to € 5,000.

Source: Mennel and Forster (2003); design of the table and additional information provided by the Ifo Institute.
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able is the different philosophy in both countries.
The Danish child support payments for children to
the age of three are almost as high as those paid in
Germany. With increased age the allowance is
reduced, and the difference to Germany increases
as the child grows older. In Austria, on the other
hand, the age differentiation works the other way
around. Here the payments increase as the child
becomes older

The Danish approach — reduction in payment with
increased age - is an exception among the coun-
tries investigated. In most cases child allowances
remain constant or increase regardless of the num-
ber and age of the children. The United Kingdom
is an exception in that the payment for the first
child is approximately 50 percent higher than for
the following children. This has lead to — for our
model families — an allowance in the United
Kingdom that is slightly higher than in the
Netherlands and France, where the lowest child
support is provided. In these countries child sup-
port payments for families with two children
between the ages of 5 and 13 make up about only
half of those paid in Germany.

If one now views child support payments for a fam-
ily with three children, the ranking of the countries
remains basically the same (see figure). Only
France moves up two places due to generous sup-
port for the third child, thereby reaching just under
the support for the third child in Germany. Due to
the lower level of support for the first child, the
French child support payments for families with
three children are, however, still lower than the
German, Danish, Austrian and Finnish benefits.

The time period for payment of child support ben-
efits also varies considerably from country to coun-
try. The age limit is generally between 16 (the
Netherlands, United Kingdom) and 20 years of age
(France). The maximum age is, however, in some
countries considerably higher if studies and profes-
sional training are taken into consideration. In
Germany it is nine years beyond the general age
limit of 18 years. This means that the time period is
valid for at most 27 years. In Denmark, Finland and
France the maximum and the standard age limit
are the same.

In summary it can be said — if we overlook the
option model problem - that the German child
support payments are the most generous among
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the European countries considered. If the deduc-
tion of the child support payment is taken into
account as a result of the option model, then the
top position of Germany is even strengthened. The
child support payments in the United Kingdom
and in the Netherlands are considerably lower.

Allowance for dependent children as an income
tax deduction

In most of the investigated countries the allowance
for dependent children (Table 2) is conceived in
such a way that it can be deducted from the tax
debt. It is a fixed amount that is dependent on
income and the individual tax level of the family.
Germany is the only country where the allowance
for dependent children lowers the taxable base.
The reduction of the tax debt thus depends on the
individual tax rate of the family.

In Austria and the United Kingdom the benefits
are paid directly to the beneficiaries. If the statuto-
ry deductions surpass the actual tax payment, they
are treated as a negative tax. The British “child tax
credit” has a feature that is also found in Dutch tax
deductions. In both countries the deduction is only
valid up to a specific upper limit of family income.
Families with a higher income thus do not qualify
for this tax deduction. In contrast the option model
in Germany has its effect in the opposite direction
of a lower income limit, under which a tax deduc-
tion is not possible.

The system in the Netherlands is particularly com-
plicated. Let it suffice to note that in the
Netherlands there is not only a (varying) upper
income limit for the deductible child allowance
(Kinderkorting) and the complimentary child
allowance deduction, but also a minimum income
as a prerequisite to qualify for an additional deduc-
tion, which, however, at €4,060 is quite low. In the
Netherlands the deductions are also connected
with further conditions, the age of the children
being an important component.

In Denmark there is no general deductible child
allowance. Only parents still obliged by law to sup-
port their children can deduct an allowance if their
children do not live with them. Finland also does
not have a deductible allowance in its tax system.

In France income is assessed on the basis of a fam-
ily splitting system and divided by the so-called
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“parts”, which are determined on the basis of mar-
riage status and the number of children. For mar-
ried couples with one child, this is set off against a
factor of 0.5. The third child increases the factor to
1.0 (Mennel and Forster 2002). It should be
emphasised that both France and the Scandinavian
countries have placed the emphasis of family sup-
port onto providing child care. There are numerous
ways to have a child cared for, both inside and out-
side the home. The parents are supported by the
state and thus have the choice of staying at home
with the children or continuing to work.

Summary

Due to the complexity of the regulations in the
countries investigated it is difficult to compare in a
comprehensive and simplified way the extent of
monetary and tax support provided to families. The
differences in child support are considerable, but
tax deduction possibilities make up — at least par-
tially — for these differences. The family friendli-
ness that is often ascribed to the French system
only sets in with a larger number of children. It is
most likely motivated by population policy con-
cerns. In contrast it is often maintained that in
Germany families with children are treated
unfavourably with respect to monetary support
and possible tax deductions. This study shows,
however, that a general criticism of this sort does
not hold.

It should be mentioned that the provision of addi-
tional benefits and services that could not be inves-
tigated here varies greatly in an international com-
parison. In Germany, for example, child care possi-
bilities are relatively limited (except for the new
Lénder), whilst the provision of kindergartens is
generous in the Scandinavian countries.
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