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How redistributive are governments

in Latin America?
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Indicators
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Standard Fiscal Incidence Analysis
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Constructing Income Concepts:
Allocation Methods
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BENEFITS TAXES
Market Income

Wages and salaries, income
from capital, private transfers;
contributory pensions

' Personal income
and payroll taxes

Net Market Income

) +
Direct transfers >

Disposable Income

Indirect subsidies ;>

|
> Indirect taxes

A\ 4
Post-fiscal Income

|
In-kind transfers (free |~ o —

4+ s Co-payments,
user fees

government services in
education and health)
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Final Income
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REDISTRIBUTION
Tracking the Gini coefficient from Market to Final Income
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POVERTY REDUCTION
Tracking the Headcount Ratio from Market to
Final Income
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How redistributive are governments

in Latin America?
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Effectiveness
Cash Transfers and Inequality Reduction
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Effectiveness
Cash Transfers and Poverty Reduction
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How redistributive are governments
in Latin America?
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Incidence of Taxes and Cash Transfers

Net Change in Income after Direct and Indirect Taxes and Transfers
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Before taxes and transfers groups

Impoverishment
Fiscal Mobility Matrix for Brazil

After taxes and transfers groups
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What explains the differences?
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Budget Size and Composition
Primary and Social Spending as % of GDP
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Cumulative proportion of benefits, taxes, or income 1

0

Defining Progressive/Regressive
Taxes and Transfers

transfer: progressive in absolute terms
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Progressivity
Kakwani Index for Taxes: Red= regressive
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Direct and Indirect Taxes
as % of GDP
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Progressivity
Concentration Coefficients for Transfers
Green= progressive in abs terms
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Reduction in inequality with respect to Market
Income Gini coefficient, Social Spending, and
Redistributive Effectiveness
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Leakages of Direct Cash Transfers
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Coverage of Direct Cash Transfers
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Incentives & Sustainability: Argentina
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Argentina-Reduction in Inequality: Market (blue) vs.
Redistribution (red)
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Argentina-Reduction in Poverty: Market (blue) vs.
Redistribution (red)
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TO EQUITY

Led by Nora LustigTulane Universityand Peter Hakinfinter-
American Dialogug)the Commitment to Eq@I¥Q) project

designed to analyze the impact of taxes and social spet
inequality and poverty, and to provide a roadmap for gover
multilateral institutions, and nongovernmental organizations
efforts to build more equitable socgeti€EQ/Latin America is
joint project of the InteAmerican Dialogue (IAD) and Tul
UniversityOs Center for Imenerican Policy and Research (C
and Department of Economics. The project has received f
support from the Canadian Internatiomevelopment Agen
(CIDA), the Development Bank of Latin America (CAF)
General Electric Foundation, the Ird@nerican Development B
(IADB), the International Fund for Agricultural Develop
(IFAD), the Norwegian Ministry of Foreign Affairse tbnite
Nations Development ProgrammeOs Regional Bureau f
America and the Caribbean (UNDP/RBLAC), and the World
http://commitmenttoequity.org

Tulane CIPR  INTERAUERCAN
University DIALOGUE



g COMMITMENT

TO EQUITY

¥ +,$-.96/-01.#(0235%_"#%68.$)-%I<.#05$7%>0279
|1<.#05%-%@09%,"*'.%

¥ KJ%5"-2#0.(%_#"<%&S$)-%I|< #05$5%f%<"#.%0-
" 05Y.0-*%$::.:%

¥ h9o\-0(?.:N%I#*.-)-$%bILLM7%JILLF7%JILLgC7%!
0JLLhc7%F#$P0,%bJLLgc7%D.V05"%bJLLI7%.
0JLLgCc7%/#*'$3%bILLgc7%6$#$* $3%bILKLcY

¥ a%0-%A#"*#.((N%B?0,.7%B","<Y0$7%B"(2$%X
T$,1$:"#7%="$2.<$,$%

¥ 127 #%#.%0"-(INHB@FYEF%A0,"2%(2":0.(%0-%aY
"2(0:.%" %&IB%




CEQ WORKING PAPER SERIES http://www.commitmentoequity.otrg

“Commitment to Equity Assessment (CEQ): Estimating the Incidence of Social Spending, Subsidies
and Taxes. Handbook,” by Nora Lustig and Sean Higgins, CEQ Working Paper No. 1, July
2011; revised January 2013.

“Commitment to Equity: Diagnostic Questionnaire,” by Nora Lustig, CEQ Working Paper No. 2,
2010y revised August 2012.

“The Impact of Taxes and Social Spending on Inequality and Poverty in Argentina, Bolivia,Brazil,
Mexico and Peru: A Synthesis of Results,” by Nora Lustig, George Gray Molina, Sean
Higgins, Miguel Jaramillo, Wilson Jiménez, Veronica Paz, Claudiney Pereira, Carola Pessino,
John Scott, and Ernesto Yafiez, CEQ Working Paper No. 3, August 2012.

“Fiscal Incidence, Fiscal Mobility and the Poor: A New Approach,” by Nora Lustig and Sean
Higgins, CEQ Working Paper No. 4, September 2012.

“Social Spending and Income Redistribution in Argentina in the 2000s: the Rising Role of
Noncontributory Pensions,” by Nora Lustig and Carola Pessino, CEQ Working Paper No. 5,
January 2013.

“Explaining Low Redistributive Impact in Bolivia,” by Verénica Paz Arauco, George Gray Molina,
Wilson Jiménez Pozo, and Ernesto Yafiez Aguilar, CEQ Working Paper No. 6, January 2013.

“The Effects of Brazil’s High Taxation and Social Spending on the Distribution of Household
Income,” by Sean Higgins and Claudiney Pereira, CEQ Working Paper No.7, January 2013.

“Redistributive Impact and Efficiency of Mexico’s Fiscal System,” by John Scott, CEQ Working Paper
No. 8, January 2013.

“The Incidence of Social Spending and Taxes in Peru,” by Miguel Jaramillo Baanante, CEQ Working
Paper No. 9, January 2013.

“Social Spending, Taxes, and Income Redistribution in Uruguay,” by Marisa Bucheli, Nora Lustig,
Maximo Rossi and Florencia Amabile, CEQ Working Paper No. 10, January 2013,

“Social Spending, Taxes and Income Redistribution in Paraguay,” Sean Higgins, Nora Lustig, Julio
Ramirez, Billy Swanson, CEQ Working Paper No. 11, February 2013.

“High Incomes and Personal Taxation in a Developing Economy: Colombia 1993-2010,” by
Facundo Alvaredo and Juliana Londono Vélez, CEQ Working Paper No. 12, March 2013.

“The Impact of Taxes and Social Spending on Inequality and Poverty in Argentina, Bolivia, Brazil,

Mexico, Peru and Uruguay: An Overview,” Nora Lustig, Carola Pessino and John Scott, CEQ

Working Paper No. 13, April 2013.! Mi%



