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Front	
  maLer,	
  maLers	
  
	
  
Ø  Date	
  and	
  team	
  informa)on	
  
Ø  Informa)on	
  and	
  Assump)ons	
  Summary	
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Sec)on	
  A:	
  Background	
  Informa)on	
  
•  Data	
  on	
  inequality	
  and	
  poverty,	
  macroeconomic	
  

indicators	
  and	
  the	
  government	
  budget	
  for	
  the	
  year	
  of	
  
the	
  survey	
  
Ø Sheet	
  A3:	
  	
  Administra)ve	
  data	
  on	
  fiscal	
  interven)ons	
  
to	
  be	
  analyzed	
  

•  Descip)on	
  of	
  tax	
  system,	
  social	
  programs,	
  pension	
  
system,	
  subsidy	
  schemes,	
  educa)on	
  system	
  and	
  health	
  
system	
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Sec)on	
  C:	
  Methodology	
  
	
  
•  Sheet	
  C1:	
  Construc)on	
  of	
  Income	
  Concepts	
  
	
  
Ø  	
  A3	
  and	
  C1,	
  the	
  most	
  important	
  sheets	
  of	
  all	
  
Ø  Both	
  are	
  likely	
  to	
  take	
  the	
  largest	
  por)on	
  of	
  the	
  your	
  

)me	
  in	
  preparing	
  a	
  CEQ	
  Assessment	
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Fiscal	
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  Equa0on	
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Fiscal	
  Interven0ons	
  

§  Taxes	
  	
  
•  Direct	
  taxes:	
  mainly	
  PIT	
  (miss	
  top	
  incomes	
  except	
  
in	
  tax-­‐based	
  analysis)	
  

•  Contribu)ons	
  to	
  pensions	
  and	
  social	
  insurance	
  
systems	
  	
  

•  Indirect	
  taxes	
  on	
  consump)on:	
  VAT,	
  excise	
  taxes,	
  
tariffs	
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Fiscal	
  Interven0ons	
  

•  Transfers	
  
•  Direct	
  cash	
  transfers	
  	
  
•  Non-­‐cash	
  direct	
  transfers	
  such	
  as	
  school	
  
uniforms	
  and	
  breakfast	
  

•  Indirect	
  subsidies	
  
•  In-­‐kind	
  transfers	
  such	
  as	
  spending	
  on	
  
educa)on	
  and	
  health	
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MARKET	
  	
  INCOME	
  

DISPOSABLE	
  INCOME	
  

PLUS	
  DIRECT	
  TRANSFERS	
  MINUS	
  DIRECT	
  TAXES	
  

MINUS	
  NET	
  INDIRECT	
  TAXES	
  

POST-­‐FISCAL	
  or	
  CONSUMABLE	
  INCOME	
  

PLUS	
  MONETIZED	
  VALUE	
  OF	
  PUBLIC	
  SERVICES:	
  EDUCATION	
  &	
  HEALTH	
  

FINAL	
  	
  INCOME	
  

Construc0on	
  of	
  Income	
  Concepts	
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Alloca0on	
  Methods	
  
§  Direct	
  Iden)fica)on	
  in	
  microdata	
  

§  However,	
  results	
  must	
  be	
  checked:	
  how	
  realis)c	
  are	
  they?	
  	
  
	
  

§  If	
  informa)on	
  not	
  directly	
  available	
  in	
  microdata,	
  then:	
  
§  Simula)on	
  
§  Imputa)on	
  
§  Inference	
  
§  Predic)on	
  
§  Alternate	
  Survey	
  
§  Secondary	
  Sources	
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Tax	
  ShiXing	
  Assump0ons	
  
•  Economic	
  burden	
  of	
  direct	
  personal	
  income	
  taxes	
  is	
  

borne	
  by	
  the	
  recipient	
  of	
  income	
  	
  
•  Burden	
  of	
  payroll	
  and	
  social	
  security	
  taxes	
  is	
  assumed	
  to	
  

fall	
  en)rely	
  on	
  workers	
  	
  
•  Consump)on	
  taxes	
  are	
  assumed	
  to	
  be	
  shiced	
  forward	
  to	
  

consumers.	
  	
  
•  These	
  assump)ons	
  are	
  strong	
  because	
  they	
  imply	
  that	
  

labor	
  supply	
  is	
  perfectly	
  inelas)c	
  and	
  that	
  consumers	
  
have	
  perfectly	
  inelas)c	
  demand	
  

•  In	
  prac)ce,	
  they	
  provide	
  a	
  reasonable	
  approxima)on	
  
(with	
  important	
  excep)ons	
  such	
  as	
  when	
  examining	
  
effect	
  of	
  VAT	
  reforms),	
  and	
  they	
  are	
  commonly	
  used	
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Tax	
  Evasion	
  Assump0ons:	
  Case	
  Specific	
  
§  Income	
  taxes	
  and	
  contribu)ons	
  to	
  SS:	
  

§  Individuals	
  who	
  do	
  not	
  par)cipate	
  in	
  the	
  
contributory	
  social	
  security	
  system	
  are	
  assumed	
  
not	
  to	
  pay	
  them	
  

	
  
§  Consump)on	
  taxes	
  

§  Place	
  of	
  purchase:	
  informal	
  markets	
  are	
  assumed	
  
not	
  to	
  charge	
  them	
  

§  Some	
  country	
  teams	
  assumed	
  small	
  towns	
  in	
  rural	
  
areas	
  do	
  not	
  to	
  pay	
  them	
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Mone0zing	
  in-­‐kind	
  transfers	
  
§  Incidence	
  of	
  public	
  spending	
  on	
  educa)on	
  and	
  health	
  followed	
  so-­‐

called	
  “benefit	
  or	
  expenditure	
  incidence”	
  or	
  the	
  “government	
  
cost”	
  approach.	
  	
  

§  In	
  essence,	
  we	
  use	
  per	
  beneficiary	
  input	
  costs	
  obtained	
  from	
  
administra)ve	
  data	
  as	
  the	
  measure	
  of	
  average	
  benefits.	
  	
  

§  This	
  approach	
  amounts	
  to	
  asking	
  the	
  following	
  ques)on:	
  	
  
Ø  How	
  much	
  would	
  the	
  income	
  of	
  a	
  household	
  have	
  to	
  be	
  

increased	
  if	
  it	
  had	
  to	
  pay	
  for	
  the	
  free	
  or	
  subsidized	
  public	
  
service	
  at	
  the	
  full	
  cost	
  to	
  the	
  government?	
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Scenarios	
  and	
  Robustness	
  Checks	
  

§  Benchmark	
  scenario	
  

§  Sensi)vity	
  to:	
  	
  

Ø Changing	
  the	
  original	
  income	
  by	
  which	
  hh	
  are	
  ranked:	
  
e.g.,	
  market	
  income	
  plus	
  contributory	
  pensions	
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Sec)on	
  D:	
  Results	
  
	
  
•  What	
  is	
  the	
  impact	
  of	
  taxes	
  and	
  transfers	
  on	
  inequality	
  

and	
  poverty?	
  	
  
•  How	
  effec)ve	
  and	
  efficient	
  is	
  the	
  fiscal	
  system	
  in	
  

reducing	
  inequality	
  and	
  poverty?	
  	
  
•  Who	
  bears	
  the	
  burden	
  of	
  taxes	
  and	
  receives	
  the	
  

benefits?	
  
•  What	
  is	
  the	
  coverage	
  of	
  programs	
  among	
  the	
  poor?	
  
•  What	
  share	
  of	
  the	
  benefits	
  go	
  to	
  the	
  nonpoor?	
  
•  How	
  equitable	
  is	
  the	
  use	
  of	
  educa)on	
  and	
  health	
  

services?	
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Dissaggregated	
  Tables	
  of	
  Results	
  (stand-­‐alone)	
  
	
  
•  Is	
  a	
  par)cular	
  fiscal	
  interven)on	
  equalizing	
  or	
  

unequalizing?	
  
•  What	
  is	
  its	
  marginal	
  contribu)on?	
  
•  Allow	
  us	
  to	
  generate	
  new	
  indicators	
  if	
  access	
  to	
  

microdata	
  is	
  no	
  longer	
  feasible	
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Market	
  Income 

+ 
Direct	
  transfers Direct	
  taxes 

Gross	
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+ 
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  Income 
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-­‐ 
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Disposable	
  Income	
  plus	
  
Indirect	
  subsidies 

 

Indirect	
  subsidies + 

Consumable	
  Income 

+ 
Indirect	
  taxes -­‐ 

Final	
  Income 

Educa)on	
  and	
  
health	
  services 

+ 

+ 

Market	
  Income	
  plus	
  
Pensions	
  minus	
  All	
  Taxes 

-­‐ 

+ 

Market	
  Income	
  plus	
  Pensions	
  
plus	
  All	
  Transfers 

+ -­‐ 

Co-­‐payments,	
  
user	
  fees 

-­‐ 

Indirect	
  subsidies 

+ 

+ 

-­‐ 



Thank	
  you!	
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