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7DEOH�� 'HYHORSLQJ�FRXQWULHV��WD[�LQFLGHQFH �

7DEOH�� 'HYHORSLQJ�FRXQWULHV��LQFLGHQFH�RI�VHOHFWLYH�VRFLDO�H[SHQGLWXUHV ��

7DEOH�� 'HYHORSLQJ�FRXQWULHV��RYHUYLHZ�RI�LQFRPH�GLVWULEXWLRQ�DQG�WD[
EXUGHQ�VWUXFWXUH������V���V ��

7DEOH�� 1LQHWHHQ�GHYHORSLQJ�FRXQWULHV��LQFRPH�GLVWULEXWLRQ������V���V ��

7DEOH�� 7HQ�GHYHORSLQJ�FRXQWULHV��FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�
����V���V� ��

7DEOH�� 'HYHORSLQJ�FRXQWULHV��HVWLPDWLRQ�RI�*LQL�HTXDWLRQV ��

7DEOH�� 1LQHWHHQ�GHYHORSLQJ�FRXQWULHV��FKDQJHV�LQ�WD[�VWUXFWXUH�
����V���V ��

7DEOH�� 7HQ�GHYHORSLQJ�FRXQWULHV��FKDQJHV�LQ�WD[�EXUGHQ�VWUXFWXUH�
����V���V� ��

7DEOH�� 6HOHFWHG�GHYHORSLQJ�FRXQWULHV��FKDQJHV�LQ�*LQL�FRHIILFLHQWV��WD[
VWUXFWXUHV�DQG�VHFRQGDU\�VFKRRO�HQUROPHQWV ��

7DEOH��� 7D[�LQFLGHQFH�VWXGLHV�����������VXPPDU\�RI�FKDUDFWHULVWLFV ��

7DEOH��� 7KLUW\�GHYHORSLQJ�DQG�WUDQVLWLRQ�FRXQWULHV��LQFRPH�GLVWULEXWLRQ�
����V���V ��

7DEOH��� 7D[HV�DQG�LQFRPH�GLVWULEXWLRQ��VHOHFWHG�VWXGLHV ��
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7KH� DXWKRUV� ZLVK� WR� WKDQN� 9LWR� 7DQ]L�� 0LFKDHO� .HHQ�� -RKQ� 1RUUHJDDUG�
*XVWDYR�<DPDGD��DQG�&KL�:D�<XHQ�IRU�KHOSIXO�FRPPHQWV�DQG�5DQGD�6DE�DQG
(UZLQ� 7LRQJVRQ� IRU� HIILFLHQW� UHVHDUFK� DVVLVWDQFH�� $Q� HDUOLHU� YHUVLRQ� RI� WKLV
SDSHU� ZDV� SUHVHQWHG� DW� D� 818�:,'(5� FRQIHUHQFH� RQ� 
5LVLQJ� ,QFRPH
,QHTXDOLW\�DQG�3RYHUW\�5HGXFWLRQ��$UH�7KH\�&RPSDWLEOH"�KHOG�LQ�+HOVLQNL�����
��� -XO\� ������ 7KH� DXWKRUV� DUH� WKDQNIXO� WR� *LRYDQQL� $QGUHD� &RUQLD� IRU
FRPPHQWV� DQG� VXJJHVWLRQV� RQ� DQ� HDUOLHU� GUDIW�� 7KH� YLHZV� H[SUHVVHG� LQ� WKLV
SDSHU�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�GR�QRW�QHFHVVDULO\�UHSUHVHQW� ,0)�SROLF\�RU
WKH�YLHZV�RI�WKH�,0)�
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7KLV�SDSHU�UHYLHZV�LQFRPH�GLVWULEXWLRQ�LQ�GHYHORSLQJ��DQG�WUDQVLWLRQ��FRXQWULHV
LQ�UHFHQW�GHFDGHV��2Q�DYHUDJH��EHIRUH�WD[�LQFRPH�GLVWULEXWLRQ�LV�OHVV�XQHTXDO�LQ
GHYHORSLQJ� FRXQWULHV� WKDQ� LW� LV� LQ� LQGXVWULDO� FRXQWULHV�� +RZHYHU�� XQOLNH
LQGXVWULDO�FRXQWULHV��GHYHORSLQJ�FRXQWULHV�LQ�JHQHUDO�KDYH�QRW�EHHQ�DEOH�WR�XVH
WD[� DQG� WUDQVIHU� SROLFLHV� HIIHFWLYHO\� WR� UHGXFH� LQFRPH� LQHTXDOLW\�� 'XULQJ� WKH
����V� DQG� ����V�� PDQ\� GHYHORSLQJ� FRXQWULHV� H[SHULHQFHG� DQ� LQFUHDVH� LQ
LQFRPH� LQHTXDOLW\�� 7KH� JRYHUQPHQW� KHDOWK� FDUH� DQG� SULPDU\� DQG� VHFRQGDU\
HGXFDWLRQ�SURJUDPPHV�LQ�GHYHORSLQJ�FRXQWULHV�DUH�QRW�ZHOO� WDUJHWHG��EXW�WKHLU
LQFLGHQFH�WHQGV�WR�EH�SURJUHVVLYH�
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)RU�PDQ\�GHYHORSLQJ�FRXQWULHV��ZLGHVSUHDG�SRYHUW\�DQG�WKH�VPDOO�LQFRPH�VKDUH
RI� WKH�SRRU�KDYH�EHHQ�D�VRXUFH�RI�SDUWLFXODU�FRQFHUQ�� ,QFUHDVLQJ� LQWHUQDWLRQDO
HFRQRPLF�LQWHUGHSHQGHQFH��XQFHUWDLQWLHV�DULVLQJ�IURP�WKLV�LQWHUGHSHQGHQFH�DQG
VRPH�HYLGHQFH�RI�ZLGHQLQJ� LQFRPH�GLVSDULWLHV� LQ� UHFHQW�GHFDGHV� KDYH� IXUWKHU
KHLJKWHQHG� WKH� HFRQRPLF� SURIHVVLRQ
V� LQWHUHVW� LQ� LQFRPH� GLVWULEXWLRQ�� LWV
FKDQJHV�DQG�WKH�XQGHUO\LQJ�IDFWRUV�

7KH�HYLGHQFH�RI�ZLGHQLQJ�LQFRPH�GLVSDULWLHV�KDV�DOVR�KHLJKWHQHG�WKH�HFRQRPLF
SURIHVVLRQ
V�LQWHUHVW�LQ�WKH�UROH�RI�ILVFDO�SROLF\�DV�D�UHGLVWULEXWLYH�LQVWUXPHQW�LQ
WKH� VKRUW� UXQ� DQG� LQ� WKH� ORQJ� UXQ�� DV�ZHOO� DV� LQ� WKH�SURJUHVVLYLW\� �RU� WKH� ODFN
WKHUHRI�� RI� WD[� DQG� WUDQVIHU� SROLFLHV�� $W� WKH� VDPH� WLPH�� TXHVWLRQV� KDYH� EHHQ
UDLVHG� DERXW� WKH� HIIHFWLYHQHVV� RI� WD[� DQG� WUDQVIHU� SROLFLHV� DV� D� UHGLVWULEXWLYH
WRRO�

$VVLJQLQJ�D�PRUH�DFWLYLVW� UROH� WR� WD[�DQG� WUDQVIHU�SROLFLHV� LQ�GHYHORSLQJ� �DQG
WUDQVLWLRQ�� FRXQWULHV� RIWHQ� JLYHV� ULVH� WR� PDQ\� FKDOOHQJHV�� 7KH� LQWHUDFWLRQ
EHWZHHQ�WKH�SURJUHVVLYLW\�RI�WD[�DQG�WUDQVIHU�SROLFLHV�DQG�LQFRPH�GLVWULEXWLRQ�LV
FRPSOLFDWHG�E\�D� VHW�RI� IDFWRUV� WKDW�DUH�XQLTXH� WR�GHYHORSLQJ� �DQG� WUDQVLWLRQ�
FRXQWULHV��ZKLFK��LQ�JHQHUDO��KDYH�D�QXPEHU�RI�ZHDN�ILVFDO�IHDWXUHV��VXFK�DV�D
ORZ�WD[�WR�*'3�UDWLR��UHIOHFWLQJ�SRRU�JRYHUQDQFH��ZHDN�WD[�DGPLQLVWUDWLRQ�DQG
ZLGHVSUHDG�WD[�HYDVLRQ���WKH�SUHGRPLQDQFH�RI�LQGLUHFW�WD[HV�DQG�D�OLPLWHG�PHQX
RI� FDSLWDO� DQG� ZHDOWK� WD[HV�� DQG� D� OLPLWHG� UROH� IRU� IRUPDO� FDVK� WUDQVIHU� DQG
VRFLDO�SURWHFWLRQ�SROLFLHV���7KHVH�IHDWXUHV�FDVW�GRXEW�RQ�WKH�DELOLW\�RI�WD[�SROLF\
WR�UHGLVWULEXWH�LQFRPH��

1RWLQJ�WKDW�WKH�SRRU�UDUHO\�SD\�LQFRPH�WD[HV�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV�DQG
WKDW�HGXFDWLRQ�DQG�KHDOWK� VSHQGLQJ�DQG�RWKHU� LQ�NLQG� WUDQVIHUV� DFFRXQW� IRU� D
ODUJH� VKDUH�RI� WKH�EXGJHW��PDQ\�KDYH� DUJXHG� WKDW� WKH� H[SHQGLWXUH� VLGH�RI� WKH
EXGJHW�VKRXOG�EH�D�SULPDU\�UHGLVWULEXWLYH� WRRO��7DQ]L��������������+DUEHUJHU�
�������7KH�PDMRU�DLP�RI�WD[�SROLF\�DV�D�UHGLVWULEXWLYH�LQVWUXPHQW�VKRXOG�EH�WR
UDLVH� WKH� UHYHQXHV� QHHGHG� WR� ILQDQFH� HIILFLHQW� SUR�SRRU� DQG� RWKHU� HVVHQWLDO
JRYHUQPHQW�H[SHQGLWXUHV�DQG�WR�DYRLG�JHQHUDWLQJ�KRUL]RQWDO�LQHTXLWLHV��7R�WKLV
HQG�� WD[� V\VWHPV� VKRXOG�KDYH�EURDG�EDVHV�� OLPLWHG� H[HPSWLRQV� DQG� ORZ� UDWHV�
7KLV�YLHZ�KDV�IRUPHG�D�IRXQGDWLRQ�IRU�DQ�DJUHHPHQW�DPRQJ�PDQ\�UHVHDUFKHUV

������������������������������������������
��$OHVLQD��������GLVFXVVHV�WKH�UROH�RI�SRRU�JRYHUQDQFH�DQG�WKH�YLFLRXV�F\FOH�RI�WKH�ORZ�WD[�
WR�*'3�UDWLR�DQG�WD[�HYDVLRQ�
��6HH�7DQ]L���������ZKR�QRWHV�WKHVH�DQG�RWKHU�SUDFWLFDO�SUREOHPV�LQYROYHG�LQ�DGPLQLVWHULQJ
D�SURJUHVVLYH�WD[�V\VWHP�LQ�GHYHORSLQJ�FRXQWULHV�
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DQG�SROLF\PDNHUV�RQ�WKH�UHODWLYH�UROH�RI�WD[�DQG�H[SHQGLWXUH�SROLFLHV�LQ�LQFRPH
UHGLVWULEXWLRQ�LQ�GHYHORSLQJ��DQG�WUDQVLWLRQ��FRXQWULHV�

$V� UHJDUGV� LQFRPH� GLVWULEXWLRQ� DQG� WKH� UROH� RI� ILVFDO� DQG� RWKHU� HFRQRPLF
SROLFLHV� LQ�GHYHORSLQJ��DQG�WUDQVLWLRQ��FRXQWULHV�� D�QXPEHU�RI�TXHVWLRQV�DULVH�
+RZ�GR� WKHVH� FRXQWULHV� GLIIHU� LQ� LQFRPH� GLVWULEXWLRQ�ERWK� DPRQJ� WKHPVHOYHV
DQG� UHODWLYH� WR� LQGXVWULDO� FRXQWULHV"� ,V� LQFRPH� GLVWULEXWLRQ� LQ� WKHVH� FRXQWULHV
EHFRPLQJ� PRUH� XQHTXDO"�:KDW� LV� WKH� UHGLVWULEXWLYH� UROH� RI� WD[�� WUDQVIHU� DQG
RWKHU�H[SHQGLWXUH�SROLFLHV"

8QIRUWXQDWHO\�� WKH� OLPLWHG� DYDLODELOLW\� RI� KLJK�TXDOLW\� GDWD� IRU� GHYHORSLQJ
FRXQWULHV� SUHYHQWV� D� ULJRURXV� DQDO\VLV� RI� WKHVH� TXHVWLRQV�� :KLOH� QXPHURXV
VWXGLHV� KDYH� IRFXVHG� RQ� LQFRPH� GLVWULEXWLRQ� LQ� LQGLYLGXDO� FRXQWULHV� DQG�� WR
VRPH�H[WHQW��RQ�LQWHUQDWLRQDO�FRPSDULVRQV�RI�LQFRPH�GLVWULEXWLRQ��VFDUFH�KLJK�
TXDOLW\�GDWD�KDYH�OLPLWHG�VWXGLHV�RI�WKH�ORQJ�WHUP�FKDQJHV�LQ�DQG�LQWHUQDWLRQDO
FRPSDULVRQV�RI�LQFRPH�GLVWULEXWLRQ�LQ�GHYHORSLQJ�FRXQWULHV�

7KLV� SDSHU� SURYLGHV� DQ� RYHUYLHZ� RI� WKH� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ� LQ
GHYHORSLQJ� �DQG� WUDQVLWLRQ�� FRXQWULHV� LQ� UHFHQW� GHFDGHV� DQG� DVVHVVHV� WKH
LQFLGHQFH� RI� WD[HV� DQG� JRYHUQPHQW� H[SHQGLWXUHV� LQ� WKHVH� FRXQWULHV�� )RU� WKH
RYHUYLHZ� RI� LQFRPH� GLVWULEXWLRQ�� WKLV� SDSHU� UHOLHV� ODUJHO\� RQ� D� VHW� RI� QHZO\
DYDLODEOH� 
KLJK�TXDOLW\
� LQFRPH� GLVWULEXWLRQ� GDWD��� )RU� WKH� DVVHVVPHQW� RI� WD[
DQG�JRYHUQPHQW�H[SHQGLWXUH�LQFLGHQFH��LW�UHOLHV�RQ�H[LVWLQJ�LQFLGHQFH�VWXGLHV�RQ
LQGLYLGXDO�FRXQWULHV�

7KH�SDSHU�LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ�,,�SURYLGHV�D�VXUYH\�RI� WKH�VWXGLHV
RQ� WKH� LQFLGHQFH�RI� WD[HV� DQG� H[SHQGLWXUHV�� SD\LQJ�SDUWLFXODU� DWWHQWLRQ� WR� WKH
LQFLGHQFH�RI�JRYHUQPHQW�VSHQGLQJ�RQ�HGXFDWLRQ�DQG�KHDOWK�DQG�UHYLHZLQJ� WKH
DYDLODEOH�HYLGHQFH�IRU�D�ODUJH�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV��6HFWLRQ�,,�DOVR
RIIHUV�DQ�DQDO\VLV�RI�WKH�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�LQ�GHYHORSLQJ�FRXQWULHV
IURP� WKH� ����V� WKURXJK� WKH� ����V� DQG� GLVFXVVHV� SRVVLEOH� XQGHUO\LQJ� IDFWRUV�
LQFOXGLQJ�WKH�UROH�RI�WD[�SROLF\��6HFWLRQ�,,,�FRQFOXGHV�

,, 7+(�52/(�2)�7$;(6�$1'�62&,$/�63(1',1*

7KH�DQDO\VLV�RI�LQFRPH�GLVWULEXWLRQ�DQG�WKH�GLVWULEXWLRQDO�LPSOLFDWLRQV�RI�WD[HV
DQG� JRYHUQPHQW� VSHQGLQJ� LV� VXEMHFW� WR� PDQ\� FRQFHSWXDO� DQG� SUDFWLFDO
������������������������������������������
�� 'HLQLQJHU� DQG� 6TXLUH� �������� 7KH� SDSHU� DOVR� H[DPLQHV� WKH� :,'(5� GDWDEDVH�� ZKLFK
LQFOXGHV� EHIRUH�WD[� DQG� DIWHU�WD[� *LQL� FRHIILFLHQWV� IRU� WKH� VDPH� VHW� RI� GHYHORSLQJ� DQG
WUDQVLWLRQ�FRXQWULHV�
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GLIILFXOWLHV��6KRXOG�LQFRPH�RU�FRQVXPSWLRQ�EH�XVHG"�+RZ�VKRXOG�WKH�EHQHILW�RI
JRYHUQPHQW�VSHQGLQJ�EH�YDOXHG"

7KH�GLIILFXOWLHV�DUH�SDUWLFXODUO\�VHYHUH�IRU�GHYHORSLQJ��DQG�WUDQVLWLRQ��FRXQWULHV�
,QFRPH� GLVWULEXWLRQ� GDWD� IRU� WKHVH� FRXQWULHV� DUH� H[SDQGLQJ�� EXW� DUH� VWLOO� QRW
DGHTXDWH�� ,QWHUQDWLRQDOO\� FRPSDUDEOH� GDWD� RQ� EHIRUH�WD[� DQG� DIWHU�WD[
KRXVHKROG� LQFRPHV� IRU� WKH� VDPH� FRXQWULHV� DUH� YLUWXDOO\� QRQH[LVWHQW�� 7KH
DYDLODEOH�GDWD�GR�QRW�DOORZ�DQ�DVVHVVPHQW�RI�WKH�ORQJ�WHUP�HYROXWLRQ�RI�LQFRPH
GLVWULEXWLRQ�IRU�D�ODUJH�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV�

6XEMHFW�WR�WKH�DERYH�FDYHDWV�DQG�EDVHG�RQ�*LQL�GDWD�FRPSLOHG�IRU����FRXQWULHV
E\� 'HLQLQJHU� DQG� 6TXLUH� �������� EHIRUH�WD[� *LQL� FRHIILFLHQWV� LQ� GHYHORSLQJ
�DQG�WUDQVLWLRQ��HFRQRPLHV�UDQJH�ZLGHO\��EHWZHHQ����SHU�FHQW�DQG����SHU�FHQW�
DYHUDJLQJ����SHU�FHQW��E\�FRQWUDVW��DIWHU�WD[�*LQL�FRHIILFLHQWV�UDQJH�EHWZHHQ���
DQG����SHU�FHQW��DYHUDJLQJ����SHU�FHQW��7KH�GLIIHUHQFH�RI�IRXU�SHUFHQWDJH�SRLQWV
EHWZHHQ�WKH�WZR�DYHUDJHV�GRHV�QRW�QHFHVVDULO\�VXJJHVW�WKH�UHGLVWULEXWLYH�LPSDFW
RI�WD[HV��7KH�WZR�VDPSOHV�FRPSULVH�WZR�GLIIHUHQW�VHWV�RI�FRXQWULHV��7KLV�VPDOO
GLIIHUHQFH� EHWZHHQ� WKH� EHIRUH�� DQG� DIWHU�WD[�*LQL� FRHIILFLHQWV� IRU� GHYHORSLQJ
FRXQWULHV� FRQWUDVW�ZLWK� WKH� ODUJH� UHGXFWLRQ� LQ�*LQL� FRHIILFLHQWV� WKDW� LQGXVWULDO
FRXQWULHV� DFKLHYH� WKURXJK� UHGLVWULEXWLYH� WD[� DQG� JRYHUQPHQW� WUDQVIHU
SURJUDPPHV�

7KH�:,'(5�LQFRPH�GLVWULEXWLRQ�GDWDEDVH�DQG�WKH�*LQL�FRHIILFLHQWV�UHSRUWHG�LQ
WD[�LQFLGHQFH�VWXGLHV�DOVR�VXSSRUW�WKH�FRQFOXVLRQ�WKDW��RQ�DYHUDJH��WKH�WD[HV�GR
QRW� VLJQLILFDQWO\� UHGXFH� WKH� *LQL� FRHIILFLHQWV� RI� GHYHORSLQJ� DQG� WUDQVLWLRQ
HFRQRPLHV���6HH�VXEVHFWLRQ������

��� 6HOHFWLYH�OLWHUDWXUH�VXUYH\

,QFRPH�GLVWULEXWLRQ�KDV�PDQ\�DVSHFWV��7KH�GLVWULEXWLRQ�RI�PDUNHW�LQFRPHV�LV�DQ
LPSRUWDQW�DVSHFW�RI�LQFRPH�GLVWULEXWLRQ��7KH�GLVWULEXWLRQ�RI�GLVSRVDEOH�LQFRPHV
LV� DQRWKHU�� 2QH� FRXOG� DOVR� ORRN� DW� WKH� GLVWULEXWLRQ� RI� GLVSRVDEOH� LQFRPHV�
WRJHWKHU� ZLWK� JRYHUQPHQW� LQ�NLQG� WUDQVIHUV�� VXFK� DV� HGXFDWLRQ� DQG� KHDOWK
VHUYLFHV�� 0RUH� EURDGO\�� RQH� FRXOG� DQDO\VH� WKH� GLVWULEXWLRQ� RI� GLVSRVDEOH
LQFRPHV� DQG� DOO� JRYHUQPHQW� VHUYLFHV�� LQFOXGLQJ� GHIHQFH�� MXVWLFH� DQG
LQIUDVWUXFWXUH�VHUYLFHV��,Q�D�FRXQWU\�ZLWK�D�ODUJH�VFDOH�SURYLVLRQ�RI�IUHH�SXEOLF
HGXFDWLRQ� DQG� KHDOWK� FDUH�� WKLV� ODVW� PHDVXUH� RI� LQFRPH� GLVWULEXWLRQ� FRXOG� EH
VXEVWDQWLDOO\� GLIIHUHQW� IURP� WKDW� RI� GLVSRVDEOH� LQFRPHV�� (YHQ� LQ� D� FRXQWU\
ZKHUH�PDUNHWV�SOD\� D� GRPLQDQW� UROH�� WKH�GLVWULEXWLRQ�RI� LQFRPH�EDVHG�RQ� WKH
ILUVW�DQG�ODVW�PHDVXUHV�FRXOG�EH�VXEVWDQWLDOO\�GLIIHUHQW�
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7KHUH� DUH�PDQ\� IDFWRUV� WKDW� DIIHFW� WKH� GLVWULEXWLRQV� RI�PDUNHW� DQG� GLVSRVDEOH
LQFRPHV�� 7KHVH� IDFWRUV� LQFOXGH� WKH� GLVWULEXWLRQ� RI� SK\VLFDO�� ILQDQFLDO� DQG
KXPDQ�FDSLWDO��UDWHV�RI�UHWXUQ�WR�WKHVH�IRUPV�RI�FDSLWDO��DQG�IRUPDO�DQG�LQIRUPDO
LQVWLWXWLRQV�� 7D[HV� DQG� WUDQVIHUV� DIIHFW� WKH� GLIIHUHQFH� EHWZHHQ� PDUNHW� DQG
GLVSRVDEOH�LQFRPHV�LQ�WKH�VKRUW�UXQ��EXW�WKH\�FDQ�DOVR�DIIHFW�WKH�GLVWULEXWLRQ�RI
PDUNHW� LQFRPHV� RYHU� WLPH�� 6RPH� WD[HV� FDQ� DIIHFW� WKH� ZRUN� HIIRUWV� RI
LQGLYLGXDOV��([FHVVLYHO\�KLJK�WD[�UDWHV�FDQ�GULYH�HFRQRPLF�DFWLYLWLHV�RXW�RI�WKH
IRUPDO� VHFWRU� RU� RXW� RI� D� FRXQWU\��*RYHUQPHQW� VRFLDO� VSHQGLQJ� SROLFLHV� KDYH
GLVWULEXWLRQDO� LPSOLFDWLRQV� QRW� RQO\� EHFDXVH� VRFLDO� VSHQGLQJ� FDQ� RIIHU
LPPHGLDWH� EHQHILWV� �IRU� H[DPSOH�� KHDOWK� DQG� HGXFDWLRQ� VHUYLFHV��� EXW� DOVR
EHFDXVH�WKH\�DIIHFW�WKH�GLVWULEXWLRQ�RI�WKH�HDUQLQJ�FDSDFLWLHV�RI�LQGLYLGXDOV�DQG
KRXVHKROGV�DQG�WKXV�KHOS�VKDSH�WKH�GLVWULEXWLRQ�RI�PDUNHW� LQFRPHV�RYHU� WLPH�
6RPH�VRFLDO�H[SHQGLWXUHV��IRU�H[DPSOH��H[SHQGLWXUHV�RQ�SULPDU\�VFKRROLQJ��FDQ
DIIHFW�LQFRPH�GLVWULEXWLRQ�ZLWK�D�ORQJ�WLPH�ODJ�

7KLV� VHFWLRQ� WUDFHV� WKH� GLVWULEXWLRQDO� LPSOLFDWLRQV� RI� WD[� DQG� VRFLDO� VSHQGLQJ
SROLFLHV� WKURXJK� VRPH� RI� WKHVH� GLYHUVH� FKDQQHOV�� 6XEVHFWLRQ� $� SURYLGHV� DQ
RYHUYLHZ�RI�WKH�OLWHUDWXUH�RQ�KRZ�WD[HV�DQG�VRFLDO�H[SHQGLWXUHV�DUH�GLVWULEXWHG
DPRQJ� GLIIHUHQW� LQFRPH� JURXSV�� 6XEVHFWLRQ� %� GLVFXVVHV� KRZ� LQFRPH
GLVWULEXWLRQ�� PHDVXUHG� RQ� WKH� EDVLV� RI� EHIRUH�WD[� RU� DIWHU�WD[� LQFRPHV�� KDV
FKDQJHG�LQ�UHFHQW�GHFDGHV��6HFWLRQ�&�XVHV�HFRQRPHWULF�WHFKQLTXHV�WR�GHWHFW�DQ\
ORQJ�WHUP�UHODWLRQVKLS�EHWZHHQ�WKH�GLVWULEXWLRQ�RI�HLWKHU�EHIRUH�WD[��RU�DIWHU�WD[
LQFRPHV� DQG� FHUWDLQ� DVSHFWV� RI� WD[� DQG� VRFLDO� VSHQGLQJ� SROLFLHV� �WKDW� LV�� WD[
VWUXFWXUH� DQG� VHFRQGDU\� HQUROPHQW� UDWH��� 6HFWLRQ�'� GLVFXVVHV� WKH� UHODWLRQVKLS
EHWZHHQ�LQFRPH�GLVWULEXWLRQ�DQG�WD[HV�DQG�JRYHUQPHQW�VRFLDO�VSHQGLQJ�SROLFLHV
LQ�VHOHFWHG�FRXQWULHV�

����� ([LVWLQJ�VXUYH\V�RI�WD[�LQFLGHQFH�VWXGLHV

7KLV� VXEVHFWLRQ� GLVFXVVHV� ILYH� VXUYH\V� RI� DYDLODEOH� WD[� LQFLGHQFH� VWXGLHV� RI
GHYHORSLQJ�FRXQWULHV��%LUG�DQG�GH�:XOI���������GH�:XOI��������DQG�VXEVHTXHQW
VXUYH\V�E\�0F/XUH��������DQG�6KDK�DQG�:KDOOH\���������������

%LUG�DQG�GH�:XOI���������FRYHULQJ����VWXGLHV�RQ����/DWLQ�$PHULFDQ�FRXQWULHV�
FRQFOXGH� WKDW� WKH� WD[� V\VWHPV� LQ� WKHVH� FRXQWULHV� DUH� RIWHQ� LQHIIHFWLYH� DV

������������������������������������������
��$Q\� VWXG\� RI� WD[� LQFLGHQFH� FRQIURQWV� SUREOHPV�� LQFOXGLQJ� WKH� FRYHUDJH� RI� LQFRPHV� DQG
WD[HV��DVVXPSWLRQV�DERXW�WKH�VKLIWLQJ�DQG�WKH�PHDVXUHPHQW�RI�WKH�WD[�EXUGHQ��WKH�HVWLPDWLRQ
RI�FRXQWHUIDFWXDO� EHIRUH�WD[� LQFRPH�GLVWULEXWLRQ�� WKH� EHKDYLRXUDO� UHVSRQVHV� RI� LQGLYLGXDOV�
DQG�WKH�WLPH�KRUL]RQ�RI�WKH�DQDO\VLV��7KHVH�SUREOHPV�PDNH�FURVV�FRXQWU\�FRPSDULVRQV�RI�WD[
LQFLGHQFH�DQG�HYHQ�LQWHUWHPSRUDO�ZLWKLQ�FRXQWU\�FRPSDULVRQV�GLIILFXOW��DQG�WKLV�LV�HYHQ�PRUH
WUXH� ZKHQ� D� FRXQWU\
V� PDMRU� WD[� UHIRUP� KDV�PDGH� WKH� WDVN� RI� UHDFKLQJ� D� ILUP� FRQFOXVLRQ
UHJDUGLQJ�WD[�LQFLGHQFH�GLIILFXOW�
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UHGLVWULEXWLYH�WRROV��%LUG�DQG�GH�:XOI�QRWH�WKDW�RQO\�IRXU�RI����VWXGLHV�VXJJHVW
WKDW� WKHUH� LV� D� PLOG� UHGLVWULEXWLYH� LPSDFW� RI� WKH� WD[� V\VWHP�� ZKHUHDV� WKH
UHPDLQLQJ�VWXGLHV�VXJJHVW�
URXJK�SURSRUWLRQDOLW\�RU�HYHQ�UHJUHVVLYLW\�RYHU�PRVW
LQFRPH�FODVVHV
��%LUG�DQG�GH�:XOI���������������$OWKRXJK�GH�:XOI���������LQ�D
VXEVHTXHQW�VXUYH\�RI����VWXGLHV�FRYHULQJ����FRXQWULHV��FRQFOXGHV� WKDW� WKH� WD[
V\VWHP� LQ� GHYHORSLQJ� FRXQWULHV� WHQGV� WR� EH� SURJUHVVLYH� �DQG� WKH� GHJUHH� RI
SURJUHVVLYLW\�YDULHV�IURP�VWHHS�WR�PRGHUDWH���LQ�D�ODWHU�VXUYH\�KH�QRWHV�WKDW�LW�LV

GLIILFXOW�������QRW�WR�FRQFOXGH�WKDW�WD[�V\VWHPV�LQ�/'&V�PXVW�EH�UHJUHVVLYH
��GH
:XOI�� ������ ������ 8QGHUO\LQJ� KLV� UHDVRQLQJ� LV� WKH� UHODWLYH� GRPLQDQFH� RI
FRQVXPSWLRQ�WD[HV��ZKLFK�KH�DVVXPHV�WR�EH�PRVWO\�UHJUHVVLYH�

0F/XUH� �������� LQ� D� VXUYH\� RI� VHYHQ� VWXGLHV� RQ� WKH� WD[� EXUGHQ� IDFHG� E\� WKH
XUEDQ�SRRU� LQ�GHYHORSLQJ�FRXQWULHV�� QRWHV� WKDW� WD[� UDWHV� IRU�XUEDQ�KRXVHKROGV
DUH�SURJUHVVLYH��EXW�QRW�VPRRWK��)RU�H[DPSOH��DOWKRXJK�WKH�HIIHFWLYH�WD[�UDWHV
IRU�WKH�XUEDQ�ULFK��WRS�����SHU�FHQW�RI�XUEDQ�KRXVHKROGV��DUH�DW�OHDVW�WZLFH�WKRVH
RI� WKH�XUEDQ�SRRU� �ERWWRP����SHU�FHQW�RI�XUEDQ�KRXVHKROGV��� WKH� IRXUWK�XUEDQ
TXLQWLOH�DQG�WKH�XUEDQ�SRRU�IDFH�VLPLODU�HIIHFWLYH�WD[�UDWHV��+H�FRQFOXGHV�WKDW�
EHFDXVH� SROLF\� GHFLVLRQV� DUH� PDGH� DW� WKH� PDUJLQ�� D� WD[� LQFLGHQFH� DQDO\VLV
ZRXOG� EH� PRUH� XVHIXO� WR� SROLF\PDNHUV� LI� LW� IRFXVHG� RQ� WKH� GLVWULEXWLRQDO
LPSOLFDWLRQV� RI� FKDQJHV� LQ� WD[� V\VWHPV� UDWKHU� WKDQ� RQ� WKH� LQFLGHQFH� RI� DQ
H[LVWLQJ�WD[�V\VWHP�

6KDK� DQG� :KDOOH\� ������� ������� LQ� D� EULHI� VXUYH\� RI� VHYHQ� WD[� LQFLGHQFH
VWXGLHV��FRQFOXGH�WKDW��ZLWK�VRPH�H[FHSWLRQV��WKH�RYHUDOO�WD[�V\VWHP�LV�EURDGO\
SURJUHVVLYH�� 5HJDUGLQJ� LQGLYLGXDO� WD[HV�� WKH\� ILQG� H[FLVHV�� SHUVRQDO� LQFRPH
WD[HV�DQG�XUEDQ�SURSHUW\�WD[HV�WR�EH�SURJUHVVLYH��VDOHV�DQG�LPSRUW�GXWLHV�WR�EH
UHJUHVVLYH�� FRUSRUDWH� WD[HV� WR� YDU\� GHSHQGLQJ� RQ� WKH� DVVXPSWLRQV� XVHG�� DQG
JHQHUDO�LQGLUHFW�WD[HV�WR�KDYH�D�8�VKDSHG�LQFLGHQFH�SDWWHUQ��

����� 5HFHQW�WD[�LQFLGHQFH�VWXGLHV

6RPH�PHWKRGRORJLFDO�LPSURYHPHQWV�LQ�PHDVXULQJ�WKH�LQFLGHQFH�RI�WD[HV�KDYH
EHHQ�PDGH�VLQFH��WKH�VXUYH\V�E\�%LUG�DQG��GH�:XOI��������DQG�GH�:XOI��������
������������������������������������������
��7KHVH�FRQFOXVLRQV�DUH�EDVHG�SULPDULO\�RQ�WKH�FDOFXODWLRQ��DQG�YLVXDO�LQVSHFWLRQ��RI�DYHUDJH
HIIHFWLYH� WD[� UDWHV� E\� LQFRPH� FODVV� ZKHQHYHU� UHSRUWHG� LQ� D� VWXG\� DQG� VRPH� QRWLRQ� RI
GHSDUWXUHV�IURP�SURSRUWLRQDOLW\�
��7KHVH�FRQFOXVLRQV�DUH�EDVHG�RQ�VWXGLHV�WKDW�UHO\�RQ�D�VWDQGDUG�WD[�LQFLGHQFH�DQDO\VLV�ZLWK
VKLIWLQJ� DVVXPSWLRQV� WKDW� LQ� JHQHUDO� GHWHUPLQH� WKH� RXWFRPH� RI� WKH� LQFLGHQFH� VWXGLHV�
7\SLFDOO\�� SHUVRQDO� LQFRPH� WD[HV� DQG� SD\UROO� WD[HV� DUH� DVVXPHG� WR� EH� ERUQH� E\� WKH� WD[HG
LQFRPH�UHFLSLHQW��ZKHUHDV�LQGLUHFW�WD[HV�DUH�DVVXPHG�WR�EH�VKLIWHG�IRUZDUG�WR�FRQVXPHUV�RI
WD[HG�FRPPRGLWLHV��7KH�LQFLGHQFH�RI�FRUSRUDWH�WD[HV�LV�FRQWURYHUVLDO��KRZHYHU��,Q�DQ�HDUOLHU
VWXG\��:KDOOH\��������VKRZV�KRZ�D�WD[�V\VWHP�FDQ�EH�PDGH�WR�DSSHDU�VKDUSO\�SURJUHVVLYH�RU
VKDUSO\�UHJUHVVLYH�E\�FKDQJLQJ�D�QXPEHU�RI�VKLIWLQJ�DVVXPSWLRQV�
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TABLE 1:   DEVELOPING COUNTRIES: TAX INCIDENCE

All taxes Direct taxes Income Payroll Indirect taxes
Frequency 36 3 14 5 5

PP 1
P 12 1 12 2
Prop 7 1 1
Insig 1 2
Mixed 8 1 1 2
R 7 3
RR 1

1971-5 Colombia pp
Mexico p
Korea prop
Jamaica mixed
India p-

1976-80 Mexico p
Pakistan p
Korea prop
Korea r
India p-
India p

1981-5 Korea prop
Jamaica mixed
Korea r
India p-
Bangladesh mixed
Jamaica rr
India p, prop
Jamaica prop

1986-90 Jamaica p
Philippines prop
Philippines mixed
Korea r
Hungary p-
Hungary r
Poland r
Peru mixed ()

1991-5 Guatemala p
Jamaica insig
Poland mixed
Bulgaria p
Hungary p-
India p-
Bulgaria insig
Poland mixed

Source: Calculated from the data in Table 10.
Notes: PP = strongly progressive. P = progressive. P- = decline in progressivity. Prop =
proportional. Insig = insignificant effect. Mixed = mixed. R = regressive. RR = strongly
regressive. () = selective taxes studied.
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)XOO\�VSHFLILHG� FRPSXWDEOH� JHQHUDO� HTXLOLEULXP� PRGHOV� KDYH� JUDGXDOO\
UHSODFHG�YDULRXV��IRUZDUG�RU�EDFNZDUG��VKLIWLQJ�DVVXPSWLRQV�WKDW�IHDWXUHG�LQ�D
ODUJH� QXPEHU� RI� VWXGLHV� VXUYH\HG�E\�%LUG� DQG�GH�:XOI� ������� DQG�6KDK� DQG
:KDOOH\���������������DOWKRXJK�LQ�VRPH�FDVHV�WKH�UHVXOWV�RI�MXGJPHQWDO�VWXGLHV
KDYH� EHHQ� FORVH� WR� WKRVH� RI� JHQHUDO� HTXLOLEULXP� VLPXODWLRQV� �'HYDUDMDQ�
)XOOHUWRQ�DQG�0XVJUDYH��������

*HQHUDO� HTXLOLEULXP� DQDO\VLV� VHHPV� WR� DGG� DQ� LQWHUHVWLQJ�GLPHQVLRQ� WKDW�ZDV
DEVHQW�LQ�SDUWLDO�HTXLOLEULXP�VWXGLHV��)RU�H[DPSOH��SHUVRQDO�DQG�FRPSDQ\�WD[HV
LQ� .HQ\D� DUH� IRXQG� WR� EH� SURJUHVVLYH� RQ� WKH� EDVLV� RI� D� JHQHUDO� HTXLOLEULXP
DQDO\VLV� �0ZHJD�� ������� EXW� WR� EH� UHJUHVVLYH� RQ� WKH� EDVLV� RI� D� SDUWLDO
HTXLOLEULXP� DQDO\VLV� �:HVWODNH�� ������� 6LPLODUO\�� LQGLUHFW� WD[HV� LQ� WKH
3KLOLSSLQHV�DUH�IRXQG�WR�EH�EURDGO\�QHXWUDO��EXW�RQO\�DIWHU�WDNLQJ�LQWR�DFFRXQW
WKHLU�JHQHUDO�HTXLOLEULXP�HIIHFWV��'HYDUDMDQ�DQG�+RVVDLQ��������

0RVWO\�� KRZHYHU�� WD[� LQFLGHQFH� VWXGLHV� VWLOO� YLVXDOO\� LQVSHFW� WKH� HIIHFWLYH� WD[
UDWHV�E\�LQFRPH�JURXS�DQG�SUHVHQW�D�MXGJHPHQW�RI�WKH�GHJUHH�RI�SURJUHVVLYLW\�
&HUWDLQ�PHWKRGRORJLFDO�GLIILFXOWLHV��GDWLQJ�EDFN�WR� WKH�VXUYH\V�RI�%LUG�DQG�GH
:XOI� �������� FRQWLQXH� WR� SHUVLVW�� )RU� H[DPSOH�� LQFRPH� FRQFHSWV� XVHG� LQ
LQFLGHQFH� VWXGLHV� FRQWLQXH� WR�YDU\�ZLGHO\�� IURP� WD[DEOH� LQFRPH� �&KRZGKXU\�
������DQG�JURVV� LQFRPH� �%RONRZLDN�HW�DO���������� WR�SHUPDQHQW� LQFRPH� �*LO�
'LD]��������� ,Q�DGGLWLRQ�� WKHUH�DUH�VLJQLILFDQW�GLIIHUHQFHV� LQ� WKH� WD[HV�VWXGLHG�
WKH�XQLWV�RI�DQDO\VLV�DQG�WKH�XQGHUO\LQJ�DVVXPSWLRQV�

)RU� D� EHWWHU� XQGHUVWDQGLQJ� RI� WKH� VWDWH� RI� NQRZOHGJH� DERXW� WKH� LQFLGHQFH� RI
WD[HV� LQ� GHYHORSLQJ� FRXQWULHV�� WKLV� SDSHU� RIIHUV� WKH� UHVXOWV� RI� D� V\VWHPDWLF
VXUYH\�RI�DOO�WD[�LQFLGHQFH�VWXGLHV�FRQGXFWHG�VLQFH�WKH�VXUYH\V�RI�%LUG�DQG�GH
:XOI��������DQG�GH�:XOI���������7KH�LQWHQWLRQ�RI� WKH�VXUYH\� LV� WR� UHFRUG� WKH
IROORZLQJ�FUXFLDO�IHDWXUHV�IRU�HDFK�VWXG\�� WKH�FRXQWU\�DQG�SHULRG�FRYHUHG�� WKH
FRQFHSW�RI�LQFRPH�XVHG��WKH�WD[HV�LQFOXGHG�� WKH�XQLW�RI�DQDO\VLV��IRU�H[DPSOH�
LQGLYLGXDOV� RU� KRXVHKROGV��� WKH� FRYHUDJH� �IRU� H[DPSOH�� DOO� LQGLYLGXDOV��ZDJH�
HDUQHUV�� RU� SHQVLRQHUV��� WKH� PHDVXUH� RI� WD[� SURJUHVVLYLW\�� DQG� WKH� VWXG\
V
FRQFOXVLRQ�DERXW�WKH�WD[�LQFLGHQFH��7DEOH����

7DEOH���VXJJHVWV�WKH�IROORZLQJ�

�� $V� UHJDUGV�RYHUDOO� WD[� V\VWHPV� RU� ERWK� GLUHFW� DQG� LQGLUHFW� WD[HV� LQ� WKH� ��
FRXQWULHV� VWXGLHG�� RQO\� ��� RI� ��� FDVHV� DUH� SURJUHVVLYH�� VHYHQ� DUH
SURSRUWLRQDO�� VHYHQ� DUH� UHJUHVVLYH�� DQG� WKH� UHVW� KDYH� PL[HG� ILQGLQJV� RU
LQVLJQLILFDQW�HIIHFWV�
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�� $V� UHJDUGV� LQFRPH� WD[� V\VWHPV� LQ� HLJKW� FRXQWULHV�� ��� RI� WKH� ��� FDVHV� DUH
SURJUHVVLYH��RQH�LV�UHJUHVVLYH��DQG�RQH�KDV�PL[HG�ILQGLQJV��,Q�WKH�ILYH�FDVHV
RI�SD\UROO�WD[HV�LQ�WKUHH�FRXQWULHV��WKUHH�FDVHV�DUH�UHJUHVVLYH��DQG�WZR�FDVHV
KDYH�LQVLJQLILFDQW�HIIHFWV�

�� (LJKW�VWXGLHV�UHSRUW�D�GHFOLQH�LQ�WKH�SURJUHVVLYLW\�RI�GLUHFW�WD[HV�RYHU�WLPH�

�� 6RPH�VWXGLHV��QRW�UHSRUWHG�LQ�WKH�WDEOH��VXJJHVW�WKDW�LQGLUHFW�WD[HV�PD\�QRW
EH�DV�UHJUHVVLYH�DV�DVVXPHG�LQ�WKH�VXUYH\V�RI�%LUG�DQG�GH�:XOI��������DQG
GH�:XOI���������

����� 7KH�EHQHILW�LQFLGHQFH�RI�JRYHUQPHQW�VSHQGLQJ�

,Q� DQ� H[KDXVWLYH� VXUYH\� DURXQG� ��� \HDUV� DJR�� 0F/XUH� ������� GHILQHV
H[SHQGLWXUH� LQFLGHQFH� DV� 
KRZ� JRYHUQPHQW� VSHQGLQJ� DIIHFWV� SULYDWH� LQFRPHV

DQG�EHQHILW�LQFLGHQFH�DV�
ZKR�UHFHLYHV�EHQHILW�RI�JRYHUQPHQW�VHUYLFHV
���%HQHILW
LQFLGHQFH�DQDO\VLV�LV�PHDQLQJIXO�RQO\�LI�WKH�GDWD�FDQ�EH�LQWHUSUHWHG�SURSHUO\���
7KH� FRQFHSWV� RI� WDUJHWLQJ� DQG� SURJUHVVLYLW\� HPSOR\HG� LQ� WKLV� SDSHU� DQG
FRPPRQO\�XVHG�WR�LQWHUSUHW�VXFK�GDWD�QHHG�WR�EH�GHILQHG�DV�IROORZV���

������������������������������������������
�� )RU� H[DPSOH�� YDOXH�DGGHG� WD[HV� KDYH� D� SURJUHVVLYH� LQFLGHQFH� LQ� IRXU� $IULFDQ� FRXQWULHV
�6DKQ�DQG�<RXQJHU���������6DKQ�DQG�<RXQJHU� �������SURYLGH�QR�H[SODQDWLRQ�IRU� WKLV�QRQ�
FRQYHQWLRQDO�ILQGLQJ��6HH�%LUG�DQG�0LOOHU��������DQG�6KDK�DQG�:KDOOH\��������������
��7KLV�VHFWLRQ�GUDZV�RQ�'DYRRGL�DQG�6DFKMDSLQDQ��IRUWKFRPLQJ��
��7KHUH�DUH�WKUHH�PHWKRGV�RI�PHDVXULQJ�WKH�LQFLGHQFH�RI�SXEOLF�H[SHQGLWXUH��WKH�LQGLYLGXDO
V
RZQ� YDOXDWLRQ� RI� SXEOLF� JRRGV�� H[SHQGLWXUH� LQFLGHQFH� DQDO\VLV� DQG� EHQHILW� LQFLGHQFH
DQDO\VLV��7KH�ILUVW�DSSURDFK�LQYROYHV�HOLFLWLQJ�WKH�SULFHV� WKDW� LQGLYLGXDOV�DUH�ZLOOLQJ� WR�SD\
IRU�SXEOLF�JRRGV��$DURQ�DQG�0F*XLUH���������7KLV�LV�D�GHPDQGLQJ�WDVN�EHFDXVH�RI�WKH�ZHOO�
NQRZQ� SUREOHPV� DVVRFLDWHG� ZLWK� WKH� SURYLVLRQ� RI� SXEOLF� JRRGV� �IRU� H[DPSOH�� IUHH�ULGLQJ�
QRQ�ULYDOU\��� 7KH� RWKHU� WZR� PHWKRGV� DWWHPSW� WR� FLUFXPYHQW� WKHVH� SUREOHPV� E\� PDNLQJ
YDULRXV� DVVXPSWLRQV� DERXW� WKH� 
XOWLPDWH
� EHQHILFLDULHV� RI� SXEOLFO\� ILQDQFHG� JRRGV� DQG
VHUYLFHV�� ,GHQWLILFDWLRQ�RI� WKH� 
XOWLPDWH
�EHQHILFLDULHV�RI� JRYHUQPHQW� VSHQGLQJ�XQGHU�DQ\�RI
WKH�WKUHH�DSSURDFKHV�LV�DOVR�D�SUREOHP�WKDW�LV�VKDUHG�ZLWK�WKH�LGHQWLILFDWLRQ�RI�WKH�WD[�EXUGHQ
XQGHU�WD[�LQFLGHQFH�DQDO\VLV��EHFDXVH�WKH�EHQHILWV�RI�JRYHUQPHQW�VSHQGLQJ�FDQ�EH�VKLIWHG�DV
PXFK�DV�WKH�WD[�EXUGHQ�FDQ�
���)RU�H[DPSOH��DV�7DQ]L��������SRLQWV�RXW�LQ�WKH�FRQWH[W�RI�/DWLQ�$PHULFD�

WKRVH�EHQHILWV�DUH�QHYHU�DOORFDWHG��:KDW�JHWV�DOORFDWHG�LV�WKH�FRVW��%XW�FRVWV�PD\�QRW
EH�DQ\�LQGLFDWLRQ�RI�EHQHILWV�DQG�WKH�IDFW�WKDW�WZR�FKLOGUHQ�JHW�WKH�VDPH�FRVW�LPSXWHG
WR�WKHP�WHOOV�QRWKLQJ�DERXW�WKH�EHQHILWV�WKDW�WKH\�ZLOO�GHULYH�IURP�WKDW�H[SHULHQFH�������
D�FKLOG�IURP�WKH�XUEDQ�PLGGOH�FODVV�LV�PRUH�OLNHO\�WR�JHW�D�JUHDW�EHQHILW�IURP�WKH�VDPH
HGXFDWLRQDO�VSHQGLQJ�WKDQ�RQH�IURP�WKH�UXUDO�VXEVLVWHQFH�VHFWRU�

���7KHVH�GHILQLWLRQV�DUH�XVHG��DPRQJ�RWKHUV��E\�6HOGHQ�DQG�:DV\OHQNR��������DQG�&DVWUR�
/HDO��'HPHU\�DQG�0HKUD��������
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�� *RYHUQPHQW� VSHQGLQJ� LV� FRQVLGHUHG� WR� EH� ZHOO� �SRRUO\�� WDUJHWHG� LI� WKH
SRRUHVW�TXLQWLOH
V�VKDUH�RI�EHQHILWV�IURP�WKH�VSHQGLQJ�LV�ODUJHU��VPDOOHU��WKDQ
WKDW�RI�WKH�ULFKHVW�TXLQWLOH����6SHQGLQJ�LV�ZHOO�WDUJHWHG��IRU�H[DPSOH�� LI� WKH
SRRUHVW� ��� SHU� FHQW� EHQHILW�PRUH� WKDQ� WKH� ULFKHVW� ��� SHU� FHQW� LQ� DEVROXWH
WHUPV�DV�D�JLYHQ�EHQHILW�LV�DOORFDWHG�DPRQJ�WKH�TXLQWLOHV�

�� *RYHUQPHQW� VSHQGLQJ� LV� FRQVLGHUHG� WR� EH� SURJUHVVLYH� �UHJUHVVLYH�� LI� WKH
EHQHILWV� WR� WKH�SRRUHVW�TXLQWLOH�DUH� ODUJHU� �VPDOOHU�� WKDQ� WKH�EHQHILWV� WR� WKH
ULFKHVW� TXLQWLOH� UHODWLYH� WR� WKH� UHVSHFWLYH� TXLQWLOH
V� LQFRPH� RU� H[SHQGLWXUH�
:LWK�SURJUHVVLYH��UHJUHVVLYH��VSHQGLQJ��EHQHILWV�UHSUHVHQW�D�VPDOOHU��ODUJHU�
IUDFWLRQ� RI� WKH� LQFRPH� RU� H[SHQGLWXUH� DW� KLJKHU� LQFRPH� RU� H[SHQGLWXUH
TXLQWLOHV���

7KHVH�GHILQLWLRQV�LPSO\�WKDW�LI�VSHQGLQJ�LV�ZHOO�WDUJHWHG��LW�ZLOO�EH�SURJUHVVLYH�
EXW� SURJUHVVLYH� VSHQGLQJ� PD\� QRW� EH� ZHOO� WDUJHWHG�� ,W� DOVR� LPSOLHV� WKDW� LI
VSHQGLQJ� LV� SRRUO\� WDUJHWHG�� LW� PD\� VWLOO� EH� HLWKHU� SURJUHVVLYH�� RU� UHJUHVVLYH�
7DUJHWLQJ� DQ� H[SHQGLWXUH� ZHOO� LV� D� PXFK� PRUH� GHPDQGLQJ� REMHFWLYH� WKDQ
PDNLQJ�WKH�H[SHQGLWXUH�SURJUHVVLYH�

�L��%HQHILW� LQFLGHQFH�RI�JRYHUQPHQW� HGXFDWLRQ� VSHQGLQJ��7KLUW\�RQH�RI� WKH���
VWXGLHV�IRU����GHYHORSLQJ�FRXQWULHV�IRU�ZKLFK�FHQWUDO�JRYHUQPHQW�VSHQGLQJ�GDWD
DUH�DYDLODEOH�RQ�
DOO�HGXFDWLRQ
��SULPDU\��VHFRQGDU\�DQG�WHUWLDU\�HGXFDWLRQ��ILQG
JRYHUQPHQW�HGXFDWLRQDO�VSHQGLQJ�WR�EH�SURJUHVVLYH��7DEOH������

6SHQGLQJ�RQ�HGXFDWLRQ��RQ�DYHUDJH�� LV�SRRUO\� WDUJHWHG�LQ����VWXGLHV�� WKHUH�DUH
UHJLRQDO�GLIIHUHQFHV��KRZHYHU��(GXFDWLRQ�VSHQGLQJ�LV�ZHOO�WDUJHWHG�LQ�$VLD�DQG
/DWLQ�$PHULFD��EXW�SRRUO\�WDUJHWHG�LQ�VXE�6DKDUDQ�$IULFD��WKH�0LGGOH�(DVW�DQG
WUDQVLWLRQ� HFRQRPLHV����6XE�6DKDUDQ�$IULFD
V� UHFRUG� VWDQGV�RXW� LQ� WKLV� JURXS�
WKH�SRRUHVW�TXLQWLOH�UHFHLYHV�WKH�OHDVW�����SHU�FHQW�RI�EHQHILWV���DQG�WKH�ULFKHVW
TXLQWLOH�UHFHLYHV�WKH�PRVW�����SHU�FHQW�RI�EHQHILWV��

�� ,Q�DOO�UHJLRQV��JRYHUQPHQW�VSHQGLQJ�RQ�SULPDU\�HGXFDWLRQ�LV�ZHOO�WDUJHWHG�
EXW�WKHUH�DUH�QRWDEOH�GLIIHUHQFHV�DFURVV�WKH�UHJLRQV��2I�JRYHUQPHQW�SULPDU\
HGXFDWLRQ� VSHQGLQJ�� WKH� SRRUHVW� TXLQWLOH� LQ� VXE�6DKDUDQ� $IULFD� UHFHLYHV

������������������������������������������
���)RU�DQDO\WLFDO�FRQYHQLHQFH��WKH�SRRU�DUH�DVVXPHG�WR�EH�LQ�WKH�ERWWRP�TXLQWLOH�DQG�WKH�ULFK
LQ�WKH�WRS�TXLQWLOH�
���1RWH�WKH�DV\PPHWU\�EHWZHHQ�WKH�GHILQLWLRQ�DQG�WKDW�IRU�WD[�SURJUHVVLYLW\�
���7KLV�SDWWHUQ�KROGV�UHJDUGOHVV�RI�ZKHWKHU�EHQHILWV�DUH�H[SUHVVHG�LQ�SHUFHQWDJHV�RI�LQFRPH
RU�RI�H[SHQGLWXUH�
���7KH�FRYHUDJH�RI�WKH�0LGGOH�(DVW�LV�WRR�QDUURZ��DV�7XQLVLD�LV�WKH�RQO\�FRXQWU\�RQ�ZKLFK
WKHUH�DUH�GDWD�LQ�WKLV�UHJLRQ�
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VOLJKWO\�PRUH�WKDQ�WKH�ULFKHVW�TXLQWLOH��ZKHUHDV�WKH�SRRUHVW�TXLQWLOH�LQ�/DWLQ
$PHULFD�UHFHLYHV�RYHU�IRXU�WLPHV�PRUH�WKDQ�WKH�ULFKHVW�TXLQWLOH�

�� *RYHUQPHQW�VHFRQGDU\�HGXFDWLRQ�VSHQGLQJ��RQ�DYHUDJH�� LV�ZHOO� WDUJHWHG� LQ
$VLD� DQG� /DWLQ� $PHULFD�� EXW� SRRUO\� WDUJHWHG� LQ� VXE�6DKDUDQ� $IULFD�� WKH
0LGGOH�(DVW�DQG�WUDQVLWLRQ�FRXQWULHV�

*RYHUQPHQW�WHUWLDU\�HGXFDWLRQ�VSHQGLQJ�PRVWO\�EHQHILWV�WKH�ULFKHVW�TXLQWLOH�LQ
DOO� UHJLRQV�� 6XE�6DKDUDQ� $IULFD� VWDQGV� RXW� LQ� WKLV� UHVSHFW�� WRR�� 7KH� SRRUHVW
TXLQWLOH�UHFHLYHV�����SHU�FHQW�RI�WKH�EHQHILWV�IURP�JRYHUQPHQW�WHUWLDU\�HGXFDWLRQ
VSHQGLQJ��ZKHUHDV�WKH�ULFKHVW�TXLQWLOH�UHFHLYHV�DV�PXFK�DV����SHU�FHQW�

TABLE 2:   DEVELOPING COUNTRIES:

INCIDENCE OF SELECTIVE SOCIAL EXPENDITURES*

(FREQUENCY: NUMBER OF COUNTRIES)

Targeting Progressivity
Education All Primary Secondary Tertiary All Primary Secondary Tertiary
Targeting 55 54 54 52
 Good 22 42 23 0
 Poor 33 12 31 52
Incidence 31 37 26 11
 Progressive 31 37 26 6
 Regressive 0 0 0 5
Health
Targeting 38
 Good 21
 Poor 17
Incidence 30
 Progressive 30
 Regressive 0
Transfers
Targeting 14
 Good 4
 Poor 9
 Inconclusive 1
Incidence 15
 Progressive 14
 Regressive 0
 Inconclusive 1
Source: Davoodi and Sachjapinan (forthcoming).
Note: * Central government data.

7KH� GDWD� FRPSLOHG� E\�'DYRRGL� DQG�6DFKMDSLQDQ� �IRUWKFRPLQJ�� DOVR� DOORZ� DQ
DQDO\VLV� RI� WKH� FKDQJHV� LQ� EHQHILW� LQFLGHQFH� RYHU� WLPH�� 7KH� DYDLODEOH� GDWD
LQGLFDWH� WKDW�� UHODWLYH� WR� WKDW� RI� WKH� ULFKHVW� TXLQWLOH�� WKH� VKDUH� RI� WKH� EHQHILWV
IURP� HGXFDWLRQ� VSHQGLQJ� UHFHLYHG� E\� WKH� SRRU� KDV� LQFUHDVHG�� 2I� WKH� ��
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FRXQWULHV� IRU� ZKLFK� EHQHILW� LQFLGHQFH� GDWD� IRU� HGXFDWLRQ� DUH� DYDLODEOH�� HLJKW
FRXQWULHV�VKRZ�LPSURYHPHQWV�DPRQJ�WKH�SRRUHVW�TXLQWLOH��ZKLOH�WKUHH�FRXQWULHV
VKRZ�D�GHWHULRUDWLRQ���

�LL��%HQHILW�LQFLGHQFH�RI�JRYHUQPHQW�KHDOWK�VSHQGLQJ��7DEOH���LQGLFDWHV�WKDW���
RI����VWXGLHV� ILQG�JRYHUQPHQW�KHDOWK�VSHQGLQJ�WR�EH�ZHOO� WDUJHWHG��DQG�DOO���
DYDLODEOH�VWXGLHV�ILQG�JRYHUQPHQW�KHDOWK�VSHQGLQJ�WR�EH�SURJUHVVLYH�

*RYHUQPHQW� VSHQGLQJ� RQ� 
DOO� KHDOWK
��� �FRPSULVLQJ� H[SHQGLWXUHV� RQ� KHDOWK
FHQWUHV�� KRVSLWDOV� DQG� KRVSLWDO� LQSDWLHQWV� DQG� RXWSDWLHQWV�� LQ� D� VDPSOH� RI� ��
GHYHORSLQJ�FRXQWULHV�LV�SURJUHVVLYH�GXULQJ�WKH�\HDUV�����������IRU�ZKLFK�GDWD
DUH� DYDLODEOH���� 0XFK� OLNH� WKH� FDVH� RI� WKH� EHQHILW� LQFLGHQFH� RI� JRYHUQPHQW
HGXFDWLRQ�VSHQGLQJ�� WKHUH� LV�D�VWULNLQJ�GLYHUVLW\� LQ� WKH�GHJUHH�RI�SURJUHVVLYLW\
DPRQJ�FRXQWULHV�

�� *RYHUQPHQW�VSHQGLQJ�RQ�KHDOWK��RQ�DYHUDJH��LV�ZHOO�WDUJHWHG�LQ�D�VDPSOH�RI
��� GHYHORSLQJ� DQG� WUDQVLWLRQ� HFRQRPLHV� RYHU� WKH� SHULRG� ��������� 6XE�
6DKDUDQ� $IULFD� DQG� WUDQVLWLRQ� HFRQRPLHV� DUH� WKH� RQO\� UHJLRQV� LQ� ZKLFK
JRYHUQPHQW� KHDOWK� VSHQGLQJ� LV� SRRUO\� WDUJHWHG�� ,Q� FRQWUDVW�� WKH� SRRUHVW
TXLQWLOHV� LQ� $VLD� DQG� /DWLQ� $PHULFD� UHFHLYH�� UHVSHFWLYHO\�� ���� DQG� WKUHH
WLPHV�DV�PXFK�LQ�EHQHILWV�DV�WKH�ULFKHVW�TXLQWLOHV���

�� 7KH�EHQHILW�LQFLGHQFH�RI�KHDOWK�VSHQGLQJ�KDV�FKDQJHG�RYHU�WLPH��2I�WKH���
FRXQWULHV� IRU�ZKLFK�GDWD�RQ�KHDOWK� VSHQGLQJ�DUH� DYDLODEOH� DW� WZR�SRLQWV� LQ
WLPH��WKH�SRRUHVW�TXLQWLOH
V�VKDUH�RI�EHQHILWV�KDV�LQFUHDVHG�UHODWLYH�WR�WKDW�RI
WKH� ULFK� LQ� ILYH� FRXQWULHV�� EXW� KDV� GHFUHDVHG� LQ� DQRWKHU� ILYH�� 6LPLODUO\�

������������������������������������������
���8VLQJ�WKH�WZR�ODWHVW�LQFLGHQFH�GDWD�IRU�HDFK�FRXQWU\��RQH�PHDVXUHV�WKH�FKDQJHV�LQ�EHQHILW
LQFLGHQFH� DV� FKDQJHV� LQ� WKH� UDWLR� RI� 4�� �TXLQWLOH� ��� WR� 4��� ZKHUH� 4�� DQG� 4�� KDYH� EHHQ
GHILQHG� SUHYLRXVO\�� $PRQJ� FDWHJRULHV� RI� HGXFDWLRQ�� WKHUH� DUH� PRUH� FRXQWULHV� VKRZLQJ
LPSURYHPHQW� WKDQ� GHWHULRUDWLRQ� IRU� JRYHUQPHQW� SULPDU\� HGXFDWLRQ� DQG� WHUWLDU\� HGXFDWLRQ
VSHQGLQJ�� EXW� WKHUH� DUH� DV�PDQ\� FDVHV� RI� LPSURYHPHQW� DV� RI� GHWHULRUDWLRQ� IRU� JRYHUQPHQW
VHFRQGDU\�HGXFDWLRQ�VSHQGLQJ�
��� 8QOLNH� HGXFDWLRQ�� ZKLFK� KDV� WKUHH� ZHOO�GHILQHG� VXEFDWHJRULHV�� KHDOWK� VSHQGLQJ� LV
GLVDJJUHJDWHG� LQWR� PDQ\� FDWHJRULHV�� 7KH� ILQGLQJV� KHUH� DUH� EDVHG� RQ� D� SDWWHUQ� RI� KHDOWK
GLVDJJUHJDWLRQ�WKDW�LV�IUHTXHQWO\�IRXQG�DPRQJ�WKH�FRXQWULHV�VXUYH\HG�
���7KLV�SDWWHUQ�KROGV�UHJDUGOHVV�RI�ZKHWKHU�EHQHILWV�DUH�H[SUHVVHG�DV�SHUFHQWDJHV�RI�LQFRPH
RU�RI�H[SHQGLWXUH�
���6SHQGLQJ�RQ�HDFK�VXEFDWHJRU\�RI�KHDOWK�H[SHQGLWXUH�LV��RQ�DYHUDJH��ZHOO�WDUJHWHG�H[FHSW
IRU�WKH�VSHQGLQJ�RQ�KRVSLWDO�RXWSDWLHQWV��6XE�6DKDUDQ�$IULFD�DQG�WUDQVLWLRQ�FRXQWULHV�DUH�WKH
RQO\�UHJLRQV�LQ�ZKLFK�HDFK�VXEFDWHJRU\�RI�KHDOWK�VSHQGLQJ�LV�SRRUO\�WDUJHWHG��WKXV�PLUURULQJ
WKH�SDWWHUQ�REVHUYHG�DW�WKH�OHYHO�RI�WRWDO�KHDOWK�H[SHQGLWXUH�
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FKDQJHV�LQ�LQFLGHQFH�LQ�WKH�VXEFDWHJRULHV�RI�KHDOWK�VSHQGLQJ�GR�QRW�IROORZ�D
XQLIRUP�SDWWHUQ�

�LLL�� %HQHILW� LQFLGHQFH�� RWKHU� JRYHUQPHQW� H[SHQGLWXUHV�� 7DEOH� �� RIIHUV� D
VXPPDU\� RI� WKH� UHVXOWV� IRU� VHOHFWHG� WUDQVIHUV�� $V� LQ� WKH� FDVH� RI� 
RWKHU
JRYHUQPHQW�H[SHQGLWXUHV
��WUDQVIHUV�DUH�QRW�ZHOO�WDUJHWHG�LQ�PDQ\�FRXQWULHV�

1RW� VXUSULVLQJO\�� WKH� ZHOO�WDUJHWHG� SURJUDPPHV� LQFOXGH� D� QXPEHU� RI
H[SHQGLWXUH�LWHPV�WKDW�LQYROYH�VRPH�WDUJHWLQJ�PHFKDQLVP��VXFK�DV�IRRG�VWDPSV
�-DPDLFD��RU�VHOI�WDUJHWHG�IRRG�VXEVLGLHV� �7XQLVLD��� ,Q�6UL�/DQND��(GLULVLQJKH�
������� DOWKRXJK� ERWK� XQLYHUVDO� DQG� WDUJHWHG� SURJUDPPHV� DUH� IRXQG� WR� EH
SURJUHVVLYH��WKH�IRRG�VWDPS�SURJUDPPH�LQ�IDFW�KDV�UHVXOWHG�LQ�D�JUHDWHU�GHJUHH
RI� SURJUHVVLYLW\� DQG� EHWWHU� WDUJHWLQJ�� 8QLYHUVDO� IRRG� VXEVLGLHV� LQ� WKH� VDPSOH
FRXQWULHV� DUH� SRRUO\� WDUJHWHG�� ZLWK� XSSHU�LQFRPH� TXLQWLOHV� REWDLQLQJ� PRUH
EHQHILWV�LQ�DEVROXWH�WHUPV��IRU�H[DPSOH��LQ�7XQLVLD��

$�QXPEHU�RI� KRXVLQJ� H[SHQGLWXUHV� DUH�SRRUO\� WDUJHWHG� �IRXU�RI� VL[� FDVHV��� DV
ZHOO�DV�SHQVLRQ�DQG�VRFLDO�VHFXULW\�EHQHILWV� �&KLOH��&RVWD�5LFD�DQG�8UXJXD\��
+RZHYHU��EHWWHU�WDUJHWLQJ�LV�VRPHWLPHV�DFKLHYHG�ZKHQ�SHQVLRQV�DUH�FRPELQHG
ZLWK� SUR�SRRU� IDPLO\� DOORZDQFHV� DQG� RWKHU� EHQHILWV� �VHH� IRU� H[DPSOH
0LODQRYLF�� ������� 0HDQZKLOH�� UHVLGHQWLDO� XWLOLWLHV� DUH� RIWHQ� SRRUO\� WDUJHWHG
�WKRXJK�WKHUH�LV�WKH�FRXQWHU�H[DPSOH�RI�&RORPELD�LQ��������PHQWLRQHG�EHORZ��

$�OLPLWHG�QXPEHU�RI�VWXGLHV�DOORZ�IRU�PHDQLQJIXO�FRPSDULVRQV�RYHU�WLPH��7KH\
JHQHUDOO\� VKRZ� WKDW� WKHUH� KDV� EHHQ� VRPH� LPSURYHPHQW� LQ� SURJUHVVLYLW\� DQG
WDUJHWLQJ��)RU�H[DPSOH��LQ�&KLOH��$QLQDW��%DXHU�DQG�&RZDQ���������WKH�VKDUH�RI
FDVK� WUDQVIHUV� UHFHLYHG�E\� WKH� SRRUHVW� TXLQWLOH� LQFUHDVHG� IURP� ��� SHU� FHQW� LQ
�����WR����SHU�FHQW�LQ�������7KH�UHGLVWULEXWLYH�LPSDFW�RI�FDVK�WUDQVIHUV��DORQJ
ZLWK�VRFLDO�VSHQGLQJ��ZDV�VHHQ�WR�KDYH�FRPSHQVDWHG�IRU�VRPH�GHWHULRUDWLRQ�LQ
WKH� GLVWULEXWLRQ� RI� LQFRPH� GXULQJ� WKLV� SHULRG�� ,Q� &RORPELD�� SUR�SRRU
LQYHVWPHQWV� LQ� ������� UHVXOWHG� LQ� D� ODUJHU� SHUFHQWDJH� RI� KRXVHKROGV� LQ� WKH
SRRUHVW�TXLQWLOH�JDLQLQJ�DFFHVV�WR�SXEOLF�XWLOLW\�VHUYLFHV��HOHFWULFLW\��ZDWHU�DQG
VHZDJH�� DQG� VWUHHW� OLJKWLQJ��� ,Q� &RVWD� 5LFD�� WKH� VKDUH� RI� SHQVLRQ� EHQHILWV
UHFHLYHG�E\�WKH�SRRUHVW�TXLQWLOH�LQFUHDVHG�IURP���SHU�FHQW�LQ������WR���SHU�FHQW
LQ� ������ DOWKRXJK� WKLV� LV� VWLOO� VRPHZKDW� ORZHU� WKDQ� WKH� FRUUHVSRQGLQJ� ����
VKDUH�����SHU�FHQW��

��� &KDQJHV�LQ�LQFRPH�GLVWULEXWLRQ������V���V

7DEOH� �� SURYLGHV� DQ� RYHUYLHZ� RI� WKH� FKDQJHV� LQ� LQFRPH� �RU� FRQVXPSWLRQ�
GLVWULEXWLRQ�IRU�JURXSV�RI�FRXQWULHV�IRU�ZKLFK�GDWD�RQ�����HLWKHU�EHIRUH�WD[��RU
DIWHU�WD[�*LQL�FRHIILFLHQWV�DQG�����WD[�VWUXFWXUHV�DUH�DYDLODEOH�IRU�UHFHQW�GHFDGHV
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�����V���V��� )RU� FKDQJHV� LQ� *LQL� FRHIILFLHQWV� IURP� WKH� ����V� WR� WKH� ����V�
FRQVLVWHQW�GDWD�DUH�DYDLODEOH�IRU�RQO\����FRXQWULHV��)RU�FKDQJHV�IURP�WKH�����V
WR�WKH�����V��GDWD�DUH�DYDLODEOH�IRU����FRXQWULHV���

7KH� DYHUDJH� *LQL� FRHIILFLHQW� IRU� WKH� VDPSOH� FRXQWULHV� ZDV� VWDEOH� GXULQJ� WKH
����V���V�� 7KH� DYHUDJH� UHPDLQHG� DW� ��� SHU� FHQW� IRU� WKH� ��� FRXQWULHV�� 7KH
DYHUDJH� *LQL� FRHIILFLHQW� IRU� WKH� ��� VDPSOH� FRXQWULHV� LQFUHDVHG� RQO\� VOLJKWO\�
IURP����SHU�FHQW�WR����SHU�FHQW��GXULQJ�WKH�����V���V�

7KH�VWDEOH�DYHUDJH�*LQL�FRHIILFLHQW�GXULQJ�WKH�����V�DQG�WKH�����V��KRZHYHU�
PDVNV� FRQVLGHUDEOH� FKDQJHV� LQ� WKH� FRHIILFLHQWV� IRU� VRPH� FRXQWULHV�� )RU
H[DPSOH��GXULQJ�WKH�����V���V��WKH�*LQL�FRHIILFLHQW�IRU�7KDLODQG�LQFUHDVHG�E\
IRXU�SHUFHQWDJH�SRLQWV��ZKLOH�WKH�*LQL�FRHIILFLHQW�IRU�7XUNH\�GHFOLQHG�E\�VHYHQ
SHUFHQWDJH�SRLQWV��'XULQJ�WKH�����V���V��7KDLODQG�DQG�WZR�WUDQVLWLRQ�FRXQWULHV
�%XOJDULD� DQG� +XQJDU\�� H[SHULHQFHG� D� ODUJH� LQFUHDVH� LQ� WKH� *LQL� FRHIILFLHQW
�VHH�VXEVHFWLRQ�����IRU�IXUWKHU�GLVFXVVLRQ��

7KH�:,'(5�GDWDEDVH�VXJJHVWV�WKDW�WD[HV�LQ�GHYHORSLQJ�DQG�WUDQVLWLRQ�FRXQWULHV
GR�QRW�VLJQLILFDQWO\�UHGXFH�*LQL�FRHIILFLHQWV��7KH�*LQL�FRHIILFLHQWV�UHSRUWHG�LQ
WD[� LQFLGHQFH� VWXGLHV� DOVR� VXJJHVW� WKDW� WD[HV� GR� QRW� LPSURYH� LQFRPH
GLVWULEXWLRQ��7KH�:,'(5�GDWDEDVH��KRZHYHU�� LV�QRW� ODUJH� HQRXJK� WR�DOORZ� DQ
DVVHVVPHQW� RI� FKDQJHV� LQ� *LQL� FRHIILFLHQWV� GXULQJ� WKH� ����V���V� IRU� D� ODUJH
QXPEHU�RI�FRXQWULHV��7DEOHV����DQG�����

,W� LV�ZHOO� UHFRJQL]HG� WKDW� WUDQVLWLRQ�FRXQWULHV�KDYH�H[SHULHQFHG�DQ� LQFUHDVH� LQ
WKH�GHJUHH�RI�LQHTXDOLW\�LQ�WKH�VL]H�GLVWULEXWLRQ�RI�LQFRPH��,W�LV�QRW�LPPHGLDWHO\
FOHDU�� KRZHYHU�� ZK\� *LQL� FRHIILFLHQWV� IRU� D� ODUJH� QXPEHU� RI� GHYHORSLQJ
FRXQWULHV�LQFUHDVHG�SUHFLSLWRXVO\�GXULQJ�WKH�����V���V�

2Q� WKH�EDVLV�RI� WKH� DYHUDJHV�� GDWD� DUH� QRW� FOHDU� DERXW� WKH�GLVWULEXWLYH� UROH�RI
WD[HV�� )URP� WKH� ����V� WR� WKH� ����V�� WKH� WD[� EXUGHQ�� RQ� DYHUDJH�� LQFUHDVHG
VOLJKWO\��ZLWK�QR�QRWDEOH�FKDQJH�LQ�WKH�FRPSRVLWLRQ�RI�GLUHFW�DQG�LQGLUHFW�WD[HV�

������������������������������������������
��� 7KH� GLVFXVVLRQ� RI� LQFRPH� GLVWULEXWLRQ� LQ� WKLV� SDSHU� LV� EDVHG� RQ� WKH� KLJK�TXDOLW\� GDWD
FRPSLOHG� E\� 'HLQLQJHU� DQG� 6TXLUH� �������� (VWLPDWHV� RI� EHIRUH�WD[� DQG� DIWHU�WD[� *LQL
FRHIILFLHQWV� DQG� TXLQWLOH� LQFRPH� VKDUHV� LQ� WKH� ����V� DUH� DYDLODEOH� RQO\� IRU� ��� GHYHORSLQJ
�DQG� WUDQVLWLRQ�� FRXQWULHV�� ,Q� JHQHUDO�� WKHVH� HVWLPDWHV� DUH� EDVHG� RQ� KRXVHKROG� LQFRPHV
LQFOXGLQJ�JRYHUQPHQW�FDVK�WUDQVIHUV��)RU�D�FRQVLGHUDEOH�QXPEHU�RI�FRXQWULHV��KRZHYHU�� WKH
HVWLPDWHV�DUH�EDVHG�RQ�FRQVXPSWLRQ�GDWD��8QOLNH�WKH�LQFRPH�GDWD�XVHG�IRU�WD[�RU�H[SHQGLWXUH
LQFLGHQFH�VWXGLHV�LQ�LQGLYLGXDO�FRXQWULHV��WKH�'HLQLQJHU�DQG�6TXLUH�GDWD�KDYH�EHHQ�FRPSLOHG
RQ� WKH� EDVLV� RI� D� FRPPRQ� PHWKRGRORJ\� DQG� DUH� LQWHUWHPSRUDOO\� DQG� LQWHUQDWLRQDOO\
FRPSDUDEOH�
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)URP� WKH� ����V� WR� WKH� ����V�� QHLWKHU� WKH� DYHUDJH� WD[� EXUGHQ�� QRU� WKH� WD[
FRPSRVLWLRQ�FKDQJHG�VLJQLILFDQWO\�

TABLE 3:   DEVELOPING COUNTRIES: OVERVIEW OF INCOME DISTRIBUTION AND

TAX BURDEN/STRUCTURE, 1960s-90s

(%, UNLESS OTHERWISE INDICATED)

Income distribution
1970s-80s

1970s: GiniQ5/Q1 1980s: GiniQ5/Q1

All countries 44 12 44 11
15 ’b’ countries 46 13 46 12
4 ’a’ countries 36 7 36 7
Tax burden/structure
1970s-80s (% GDP)

Total Direct Indirect Total Direct Indirect

All countries 14 6 7 16 7 8
15 ’b’ countries 15 6 7 16 7 8
4 ’a’ countries 14 5 8 16 6 9
Income distribution
1980s-90s

1980s: GiniQ5/Q1 1990s: GiniQ5/Q1

All countries 32 7 34 8
5 ’b’ countries 31 8 33 9
5 ’a’ countries 35 6 37 7
Tax burden/structure
1980s-90s (% GDP)

Total Direct Indirect Total Direct Indirect

All countries 22 5 12 21 5 11
5 ’b’ countries 24 7 11 21 6 11
5 ’a’ countries 20 4 13 20 4 12

Sources: Tables 6, 7, 9 and 10 and IMF International Financial Statistics and Government
Finance Statistics database.
Notes: ’b’ countries = Gini coefficient and Q1 and Q5 estimates based on before-tax
incomes. ’a’ countries = Gini coefficient and Q1 and Q5 estimates based on after-tax
incomes. Discrepancies are due to rounding.

����� &KDQJHV�IURP�WKH�����V�WR�WKH�����V

)RU�WKH�SHULRG�����V���V��FRQVLVWHQW�LQFRPH�GLVWULEXWLRQ�GDWD�DUH�DYDLODEOH�RQO\
IRU����GHYHORSLQJ�FRXQWULHV��EHIRUH�WD[��EXW�DIWHU�WUDQVIHU�� LQFRPH�GDWD�IRU���
FRXQWULHV��
E
�FRXQWULHV���DQG�DIWHU�WD[��DQG�DIWHU�WUDQVIHU��LQFRPH�GDWD�IRU�RQO\
IRXU� FRXQWULHV� �
D
� FRXQWULHV��� 'XULQJ� WKH� ����V�� *LQL� FRHIILFLHQWV� IRU� 
E

FRXQWULHV� UDQJHG�EHWZHHQ����SHU� FHQW� DQG����SHU� FHQW�� WKRVH� IRU� 
D
� FRXQWULHV
EHWZHHQ����SHU�FHQW�DQG����SHU�FHQW��7DEOH����

'XULQJ�WKH�SHULRG�����V���V��DOWKRXJK�QHLWKHU� WKH�DYHUDJHV��QRU� WKH�UDQJHV�RI
WKH� *LQL� FRHIILFLHQWV� FKDQJHG� VLJQLILFDQWO\� IRU� WKH� ��� FRXQWULHV�� WKH� *LQL
FRHIILFLHQWV�IRU�VRPH�RI�WKHVH�FRXQWULHV�FKDQJHG�FRQVLGHUDEO\��)RU�H[DPSOH��WKH

EHIRUH�WD[
�*LQL�FRHIILFLHQWV�IRU�7ULQLGDG�DQG�7REDJR�DQG�7XUNH\�GHFOLQHG�E\
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VHYHQ�SHUFHQWDJH�SRLQWV��LQFRPH�GLVWULEXWLRQ�EHFDPH�OHVV�XQHTXDO���ZKLOH�WKRVH
IRU� 6UL� /DQND� DQG� *XDWHPDOD� LQFUHDVHG�� UHVSHFWLYHO\�� E\� VL[� DQG� QLQH
SHUFHQWDJH�SRLQWV��LQFRPH�GLVWULEXWLRQ�EHFDPH�PRUH�XQHTXDO���7KH�3KLOLSSLQHV�
,QGRQHVLD� DQG� 0DOD\VLD� H[SHULHQFHG� D� VPDOOHU�� EXW� VWLOO� DSSUHFLDEOH
LPSURYHPHQW� LQ� LQFRPH� GLVWULEXWLRQ�� ZKLOH� %DQJODGHVK�� 6LQJDSRUH� DQG
7KDLODQG�H[SHULHQFHG�DQ�DSSUHFLDEOH�GHWHULRUDWLRQ���

TABLE 4:   NINETEEN DEVELOPING COUNTRIES: INCOME DISTRIBUTION, 1970s-80s

(%, UNLESS OTHERWISE INDICATED)

(1) 1970s (2) 1980s (3) Change=(2)-(1)
Gini Shares Q5/

Q1
Gini Shares Q5/

Q1
Gini Shares Q5/

Q1
Q1 Q5 Q1 Q5 Q1 Q5

Average All countries 44 5 50 12 44 5 49 11 0 0 0 -1
’b’ countries 46 5 51 13 46 5 51 12 0 0 0 -1
’a’ countries 36 7 44 7 36 7 44 7 -1 0 -1 0

India a 31 9 40 5 31 9 41 5 1 0 1 0
Pakistan a 31 9 40 5 32 8 41 5 1 0 0 0
Bangladesh b 35 7 43 6 37 7 45 6 2 0 2 1
Korea Rep. b 36 7 43 7 36 7 43 7 -1 0 0 0
Indonesia a 37 8 44 5 33 8 42 5 -3 0 -2 0
Singapore b 37 7 42 6 41 7 47 7 4 -1 5 1
Sri Lanka b 39 7 46 7 45 6 47 8 6 0 1 1
Thailand b 42 5 48 10 46 4 53 13 4 -1 4 3
Venezuela b 43 5 47 10 44 5 49 10 1 0 2 0
Jamaica b 45 4 50 12 43 5 49 9 -1 1 -1 -3
Costa Rica a 47 4 53 15 46 4 51 13 -2 0 -2 -2
Trinidad b 49 2 51 23 42 3 45 13 -7 1 -7 -10
Philippines b 49 4 54 15 46 5 52 10 -3 2 -2 -5
Guatemala b 50 6 54 9 59 2 63 27 9 -3 9 17
Turkey b 51 4 57 16 44 5 50 10 -7 2 -7 -7
Malaysia b 51 4 56 15 48 4 53 12 -3 1 -3 -3
Colombia b 52 5 58 13 51 4 56 15 0 -1 -2 2
Panama b 53 3 57 24 52 3 56 21 -1 0 -1 -3
Mexico b 54 3 60 22 53 4 58 16 -1 1 -3 -6
Source: Deininger and Squire (1996).
Notes: ’b’ = based on before-tax income. ’a’ = based on after-tax income. Discrepancies are
due to rounding.

������������������������������������������
���$OWKRXJK� WKH�FKDQJHV� LQ�*LQL�FRHIILFLHQWV� LQ�JHQHUDO� DUH� FRQVLVWHQW�ZLWK� WKH�FKDQJHV� LQ
TXLQWLOH�VKDUHV��UHVXOWV�IRU�VRPH�FRXQWULHV�QHHG�WR�EH�LQWHUSUHWHG�ZLWK�FDXWLRQ��)RU�H[DPSOH�
7ULQLGDG� DQG� 7REDJR� DQG� 7XUNH\�� IRU� ZKLFK� GDWD� VKRZ� DQ� LPSURYHPHQW� LQ� LQFRPH
GLVWULEXWLRQ�� ZHUH� WKH� VXEMHFW� RI� RQO\� WKUHH� VXUYH\V� GXULQJ� WKH� ����V���V�� 7KH� EHIRUH�WD[
*LQL� FRHIILFLHQW� IRU� 7ULQLGDG� DQG� 7REDJR�� DW� ��� SHU� FHQW�� ZDV� XQXVXDOO\� KLJK� LQ� ����
FRPSDUHG�ZLWK������������DQG�������ZKHQ�LW�UDQJHG�EHWZHHQ����SHU�FHQW�DQG����SHU�FHQW�
7KH�EHIRUH�WD[�*LQL�FRHIILFLHQW�IRU�7XUNH\�GHFOLQHG�IURP����SHU�FHQW�LQ������WR����SHU�FHQW
LQ������DQG�WR����SHU�FHQW�LQ�������ZLWK�FRUUHVSRQGLQJ�LQFUHDVHV�LQ�WKH�LQFRPH�VKDUH�IRU�WKH
SRRUHVW�TXLQWLOH�IURP���SHU�FHQW�LQ������WR���SHU�FHQW�LQ������DQG���SHU�FHQW�LQ������
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%DVHG�RQ�WKH�HFRQRPLF�JURZWK�DQG�LQFRPH�GLVWULEXWLRQ�SHUIRUPDQFHV�RI�WKH���
VDPSOH� FRXQWULHV�� LW� LV� QRW� HYLGHQW� WKDW�SURORQJHG�HFRQRPLF�JURZWK� LQ� DQG�RI
LWVHOI��ZKLOH�KDYLQJ�D�SRZHUIXO�LPSDFW�RQ�SRYHUW\�UHGXFWLRQ��QHFHVVDULO\� OHDGV
WR�DQ� LPSURYHPHQW� LQ� LQFRPH�GLVWULEXWLRQ��$PRQJ� WKH�KLJK�JURZWK�FRXQWULHV�
0DOD\VLD� DQG� ,QGRQHVLD� DFKLHYHG� D� FRQVLGHUDEOH� LPSURYHPHQW� LQ� LQFRPH
GLVWULEXWLRQ�� EXW� ERWK� 7KDLODQG� DQG� 6LQJDSRUH� H[SHULHQFHG� D� VLJQLILFDQW
GHWHULRUDWLRQ�� 6XFK� ORZ�JURZWK� FRXQWULHV� DV� 7ULQLGDG� DQG� 7REDJR� DQG� WKH
3KLOLSSLQHV� VLJQLILFDQWO\� LPSURYHG� WKHLU� LQFRPH� GLVWULEXWLRQ�� *XDWHPDOD
H[SHULHQFHG�ORZ�JURZWK�DQG�D�GHWHULRUDWLRQ�LQ�LQFRPH�GLVWULEXWLRQ���

����� &KDQJHV�IURP�WKH�����V�WR�WKH�����V

)RU�WKH�JURXS�RI����VDPSOH�FRXQWULHV�IRU�ZKLFK�FRPSDUDEOH�LQFRPH�GLVWULEXWLRQ
GDWD� DUH� DYDLODEOH�� WKH� DYHUDJH�*LQL� FRHIILFLHQW� LQFUHDVHG�E\� WKUHH� SHUFHQWDJH
SRLQWV�IURP�WKH�����V�WR�WKH�����V��$V�LQ� WKH�����V�WR�WKH�����V�� WKH�PRGHVW
LQFUHDVH� LQ� WKH�DYHUDJH�*LQL�FRHIILFLHQW�PDVNV�D�FRQVLGHUDEOH�YDULDWLRQ� LQ� WKH
FKDQJHV� LQ� *LQL� FRHIILFLHQWV� DFURVV� FRXQWULHV� �7DEOH� ���� ,Q� WKH� ����V� WR� WKH
����V�� KRZHYHU�� XQOLNH� LQ� WKH� ����V� WR� WKH� ����V�� D�PXFK� ODUJHU� QXPEHU� RI
FRXQWULHV�H[SHULHQFHG�D�FRQVLGHUDEOH�LQFUHDVH�LQ�*LQL�FRHIILFLHQWV�

7KH� ���FRXQWU\� VDPSOH� IRU� ZKLFK� FRPSDUDEOH� LQFRPH� GLVWULEXWLRQ� GDWD� DUH
DYDLODEOH� IRU� WKH� ����V� DQG� WKH� ����V� LQFOXGHV� VHYHUDO� WUDQVLWLRQ� FRXQWULHV
ZKLFK�H[SHULHQFHG�D�VXEVWDQWLDO�GHWHULRUDWLRQ�LQ�LQFRPH�GLVWULEXWLRQ�GXULQJ�WKH
����V���V�� 7KXV�� WKH� *LQL� FRHIILFLHQWV� IRU� 3RODQG�� %XOJDULD� DQG� +XQJDU\
LQFUHDVHG� E\� EHWZHHQ� IRXU� DQG� QLQH� SHUFHQWDJH� SRLQWV�� %XOJDULD�� KDYLQJ
PDLQWDLQHG� D�*LQL� FRHIILFLHQW� RI� EHWZHHQ� ��� SHU� FHQW� DQG� ��� SHU� FHQW� LQ� WKH
����V��H[SHULHQFHG�DQ�LQFUHDVH�LQ�WKH�*LQL�FRHIILFLHQW�WR����SHU�FHQW�E\������
VXEVWDQWLDOO\� KLJKHU� WKDQ� SUHYLRXVO\�� EXW� VWLOO� ORZ� E\� PDUNHW�HFRQRP\
VWDQGDUGV�� 6LPLODUO\�� 3RODQG� DOVR� H[SHULHQFHG� DQ� LQFUHDVH� LQ� WKH� *LQL� IURP
EHWZHHQ�������SHU�FHQW�WR����SHU�FHQW�

$V� LQ� WKH� ����V� WR� WKH� ����V�� WKH� FRXQWULHV� LQ� ZKLFK� LQFRPH� GLVWULEXWLRQ
GHWHULRUDWHG�LQFOXGHG�KLJK�JURZWK�FRXQWULHV��IRU�H[DPSOH��7KDLODQG���DV�ZHOO�DV
ORZ�JURZWK� FRXQWULHV� �-RUGDQ� DQG�(XURSHDQ� WUDQVLWLRQ� FRXQWULHV��� ,Q� FRQWUDVW�

������������������������������������������
��� 7ULQLGDG� DQG� 7REDJR� DQG� 7XUNH\�� WKH� WZR� FRXQWULHV� WKDW� HDFK� UHGXFHG� WKHLU� *LQL
FRHIILFLHQWV�E\�VHYHQ�SHUFHQWDJH�SRLQWV��DFKLHYHG�WKH�LPSURYHPHQW�LQ�LQFRPH�GLVWULEXWLRQ�E\
UHGXFLQJ� WKH� LQFRPH� VKDUHV� RI� ERWK� WKH� SRRUHVW� DQG� WKH� ULFKHVW� TXLQWLOHV�� EXW� UHGXFLQJ� WKH
ODWWHU�PRUH�WKDQ�WKH�IRUPHU��$PRQJ�WKH�FRXQWULHV�WKDW�H[SHULHQFHG�D�GHWHULRUDWLRQ�LQ�LQFRPH
GLVWULEXWLRQ��ERWK�7KDLODQG��D�KLJK�JURZWK�FRXQWU\��DQG�*XDWHPDOD� �D� ORZ�JURZWK�FRXQWU\�
VKRZHG� D� ODUJH� LQFUHDVH� LQ� WKH� LQFRPH� VKDUH� IRU� WKH� ULFKHVW� TXLQWLOH�� DFFRPSDQLHG� E\� D
UHGXFWLRQ�LQ�WKH�VKDUH�IRU�WKH�SRRUHVW�TXLQWLOH�
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0DXULWLXV�LPSURYHG�LWV�LQFRPH�GLVWULEXWLRQ��ZKLOH�H[SHULHQFLQJ�ORZ�HFRQRPLF
JURZWK�

TABLE 5:   TEN DEVELOPING COUNTRIES: CHANGES IN INCOME DISTRIBUTION,

1980s-90s (%, UNLESS OTHERWISE INDICATED)

1980s (1) 1990s (2) Change (3) = (2) -
(1)

Gini Shares Gini Shares Gini Shares
Q1 Q5

Q5/
Q1 Q1 Q5

Q5/
Q1 Q1 Q5

Q5/
Q1

Average All countries 35 8 43 7 38 7 45 8 3 -1 1 1
’b’ countries 35 7 43 8 38 7 45 9 3 -1 2 1
’a’ countries 35 8 43 6 37 7 44 7 2 -1 1 1

Hungary a 23 11 34 3 32 7 39 6 9 -4 5 3
Bulgaria b 23 10 33 3 28 9 37 4 5 -1 5 1
Poland b 25 10 35 4 28 8 37 5 4 -1 2 1
India a 31 9 41 5 31 9 41 5 0 0 0 0
Pakistan b 32 8 41 5 31 8 40 5 -1 0 -1 0
Jordan a 38 7 47 7 41 6 48 7 2 0 0 0
Mauritius a 40 6 46 8 37 7 43 6 -3 1 -2 -1
Peru a 43 6 50 8 45 5 50 10 2 -1 1 2
Thailand b 46 4 53 13 50 4 57 15 4 0 4 2
Colombia b 51 4 56 15 51 4 54 15 0 0 -2 0
Source: Deininger and Squire (1996).
Notes: ’b’ = based on before-tax income. ’a’ = based on after-tax income. Discrepancies are
due to rounding.

��� (FRQRPHWULF�HVWLPDWLRQ�RI�*LQL�HTXDWLRQV

7KH� HFRQRPHWULF� HVWLPDWLRQ� RI� *LQL� HTXDWLRQV� UHYHDOV� SRVVLEOH� IDFWRUV
XQGHUO\LQJ�WKH�FKDQJHV�LQ�*LQL�FRHIILFLHQWV��(TXDWLRQ�����DVVXPHV�D�QXPEHU�RI
SRWHQWLDO�GHWHUPLQDQWV�RI�LQFRPH�GLVWULEXWLRQ�

��� JLW� �F����F�ULW���F�ULWGLW���F�VLW���F�XLW���F�NLW���F�[LW

ZKHUH

J  *LQL�FRHIILFLHQW��SHU�FHQW�
U  UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[HV��SHU�FHQW�
G  UDWLR�RI�GLUHFW�WD[HV�WR�*'3��SHU�FHQW�
V  VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH��SHU�FHQW�
X  XUEDQL]DWLRQ��SHU�FHQW�
N  WUDQVLWLRQ�FRXQWU\�GXPP\
[  LQIODWLRQ�GXPP\
L��W  FRXQWU\�VXEVFULSW�DQG�WLPH�VXEVFULSW�IRU�WKUHH�GHFDGHV������V���V��
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:KLOH� WKH� 'HLQLQJHU�6TXLUH� *LQL� HVWLPDWHV� KDYH� EHHQ� FRPSLOHG� XVLQJ� D
UHDVRQDEO\� FRPSDUDEOH�PHWKRGRORJ\� DFURVV� FRXQWULHV� DQG� WKURXJK� WLPH�� WKH\
DUH� VWLOO� QRW� PHWKRGRORJLFDOO\� KRPRJHQHRXV� VLQFH� WKH\� DUH� EDVHG� RQ� HLWKHU
FRQVXPSWLRQ�� RU� EHIRUH�� RU� DIWHU�WD[� LQFRPH� WKDW� RIWHQ� LQFOXGHV� JRYHUQPHQW
WUDQVIHUV��7KH�FRQVXPSWLRQ�*LQL�FRHIILFLHQWV�ZRXOG�UHIOHFW�WKH�HIIHFWV�RI�WD[HV�

7KH�VSHFLILFDWLRQ�RI�(TXDWLRQ� ���� LV�EDVHG�RQ� WKH� UHFRJQLWLRQ� WKDW�� LQ�YLHZ�RI
WKHVH� FKDUDFWHULVWLFV� RI� WKH� GDWD�� WKH� H[SODQDWRU\� YDULDEOHV� LQFOXGHG� LQ� WKH
HTXDWLRQ�ZRXOG�DIIHFW�WKH�GLVWULEXWLRQ�RI�
PDUNHW�LQFRPHV
��7KH�VSHFLILFDWLRQ�LV
DLPHG�DW�WHVWLQJ�WKH�GLVWULEXWLRQDO�LPSOLFDWLRQV�RI�WKH�QDWXUH�RI� WKH�WD[�UHJLPH
DQG� WKH� VHFRQGDU\� VFKRRO� HQUROPHQW� UDWH�� 7KH� HTXDWLRQ� K\SRWKHVL]HV� WKDW� WKH
UDWLRV�ERWK�RI�GLUHFW�WR�LQGLUHFW�WD[HV�DQG�RI�GLUHFW�WD[HV�WR�*'3�DIIHFW�WKH�*LQL
FRHIILFLHQW���� ,Q�PDQ\� GHYHORSLQJ� FRXQWULHV�� DQ� LQFUHDVH� LQ� VHFRQGDU\� VFKRRO
HQUROPHQW�LV�D�FULWLFDO�PHDQV�RI�LPSURYLQJ�WKH�GLVWULEXWLRQ�RI�KXPDQ�FDSLWDO�DQG
RI�HDUQLQJV�FDSDFLW\�

7DEOH� �� RIIHUV� WKH� UHVXOWV� RI� WKH� HVWLPDWLRQ���� 7KH� UHVXOWV� UHSUHVHQW� KLJKO\
WHQWDWLYH� HYLGHQFH� RQ� WKH� UHODWLRQVKLS� EHWZHHQ� LQFRPH� GLVWULEXWLRQ� DQG� WKH
VHYHUDO�SRWHQWLDO�GHWHUPLQDQWV�RI�LQFRPH�GLVWULEXWLRQ��WKH�WD[�UHJLPH��VHFRQGDU\
VFKRRO� HQUROPHQW�� XUEDQL]DWLRQ� DQG� LQIODWLRQ�� 7KH� K\SRWKHVHV� LV� WKDW�� RWKHU
WKLQJV� EHLQJ� HTXDO�� WKH� *LQL� FRHIILFLHQW� LV� DVVRFLDWHG� QHJDWLYHO\� �RU� LQFRPH
HTXDOLW\�LV�DVVRFLDWHG�SRVLWLYHO\��ZLWK�����WKH�UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[HV�DQG
����WKH�VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH��6LQFH�WKH�GLVWULEXWLRQDO�HIIHFWV�RI�WKH
WD[�UHJLPH�ZRXOG�GHSHQG�QRW�RQO\�RQ�WKH�WD[�VWUXFWXUH��EXW�DOVR�RQ�WKH�DPRXQW
RI�WD[�UHYHQXH�UHODWLYH�WR�*'3��WKH�HTXDWLRQ�LQFOXGHV�WKH�SURGXFW�RI�WKH�UDWLRV
RI�GLUHFW�WR�LQGLUHFW�WD[HV�DQG�RI�GLUHFW�WD[HV�WR�*'3�

%RWK�DQ�LQFUHDVH�LQ�WKH�UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[HV�DQG�DQ�H[SDQVLRQ�RI�WKH
VHFRQGDU\� VFKRRO�HQUROPHQW� UDWH�ZRXOG� WHQG� WR� UHGXFH� WKH�*LQL��8UEDQL]DWLRQ
PD\�KDYH�SRVLWLYH��QHJDWLYH��RU�QHXWUDO�HIIHFWV��(FRQRPLF�JURZWK�WKDW�DOORZV�DQ
H[SDQVLRQ�RI� D� KLJK�LQFRPH�XUEDQ� VHFWRU� FRXOG� LQFUHDVH� LQFRPH� LQHTXDOLW\�� D
UXUDO�WR�XUEDQ� PLJUDWLRQ� RI� XQVNLOOHG� ZRUNHUV� PLJKW� QRW� KDYH� DQ\� HIIHFW� RQ
LQFRPH�LQHTXDOLW\��6RPH�VWXGLHV�KDYH�VXJJHVWHG�WKDW�KLJK�LQIODWLRQ�WHQGV�WR�EH

������������������������������������������
���7KLV�VSHFLILFDWLRQ�LV�DLPHG�DW�HVWLPDWLQJ�WKH�HIIHFWV�RI�WD[�FRPSRVLWLRQ�DQG�WKH�LQFUHDVH�LQ
WKH�WD[�WR�*'3�UDWLR�VHSDUDWHO\��:LWKRXW��IRU�VLPSOLFLW\��WKH�FRXQWU\�DQG�WLPH�VXEVFULSWV�IRU�U
DQG�G��IRU�D�JLYHQ�YDOXH�RI�G��WKH�HIIHFW�RI�WD[�FRPSRVLWLRQ�LV�HVWLPDWHG�E\�F����F�G��ZLWK�G
DVVHVVHG�DW�WKH�VDPSOH�DYHUDJH��)RU�D�JLYHQ�U��WKH�HIIHFW�RI�WKH�WD[�WR�*'3�UDWLR�LV�HVWLPDWHG
E\� F�U�� ZLWK� U� DVVHVVHG� DW� WKH� VDPSOH� DYHUDJH�� LQ� WKLV� FDVH�� WKH� LQFUHDVH� LQ� G� LPSOLHV� DQ
LQFUHDVH�LQ�WKH�WD[�WR�*'3�UDWLR��,Q�DQ�DOWHUQDWLYH�VSHFLILFDWLRQ��RQH�FRXOG�LQFOXGH�WKH�UDWLRV
RI� GLUHFW� WD[HV� DQG� LQGLUHFW� WD[HV� VHSDUDWHO\�� 6HH� IRRWQRWH� ��� IRU� DQ� LQWHUSUHWDWLRQ� RI� WKH
HVWLPDWHV�RI�FRHIILFLHQWV�
���7KH�HVWLPDWLRQ�LV�EDVHG�RQ�FRUUHFWHG�KHWHURVFHGDVWLF�VWDQGDUG�HUURUV�
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DVVRFLDWHG� ZLWK� KLJK� LQFRPH� LQHTXDOLW\�� DOWKRXJK�� RYHU� WLPH�� LQFRPH
GLVWULEXWLRQ�GHSHQGV�PRUH�RQ�UHDO�IDFWRUV��IRU�H[DPSOH��VNLOOV�GLVWULEXWLRQ��WKDQ
RQ�LQIODWLRQ�

TABLE 6:   DEVELOPING COUNTRIES: ESTIMATION OF GINI EQUATIONS (a

Consta
nt

Direct
Tax/

Indirect
Tax (b

Multiply
Direct

Tax/GDP by
(r)

Secondary
School

Enrolment
Rate

Urbaniz’n
Rate

Transition
Country
Dummy

Inflation
Dummy

(c) (r) (rd) (s) (u) (k) (x)
(1.1.A)
Coefficients 41.722 -0.025 0.0008 -0.201 0.229
t-ratios 15.19 -2.72 2.21 -3.62 4.80
Adjusted R-sq. 0.200
Total ob’tions 85
(1.1.B)
Coefficients 37.069 -0.019 0.0004 -0.054 0.213
t-ratios 13.75 -2.07 1.08 -0.99 4.33
Adjusted R-sq. 0.230
Total ob’tions 78
(1.2.A)
Coefficients 33.779 -0.020 -0.062 0.313 -19.583 -1.010
t-ratios 11.64 -2.50 -0.93 6.76 -6.25 -0.38
Adjusted R-sq. 0.620
Total ob’tions 55
(1.2.B)
Coefficients 34.176 -0.021 -0.077 0.322 -2.54
t-ratios 11.56 -2.47 -1.11 6.96 -0.61
Adjusted R-sq. 0.430
Total ob’tions 48
(A)
Average 81 843 45 47
Range 16-675 4-20800 4-95 8-100
(B)
Average 80 836 42 46
Range 16-675 4-12222 4-95 8-86

Sources: Based on data from Deininger and Squire (1996) and IMF International Financial
Statistics and Government Finance Statistics database.
Notes: a. Estimates marked by A and B are, respectively, for the sample of developing and
transition countries and for the sample of developing countries. b. For the sample of
developing and transition countries, the average Gini is 41; the average of the ratio of direct
taxes to GDP is 5.4 per cent (A). For the sample of developing countries, the average Gini
is 43; the average of the ratio of direct taxes to GDP is 5.1 per cent (B).

7KH�HTXDWLRQ�LV�HVWLPDWHG�ZLWK�YDULRXV�FRQVWUDLQWV�IRU�WKH�FRHIILFLHQWV�IRU� WZR
VDPSOHV��RQH�LQFOXGLQJ�GHYHORSLQJ�DQG�WUDQVLWLRQ�FRXQWULHV��HVWLPDWHV�LQGLFDWHG
E\�$���DQG� WKH�RWKHU� LQFOXGLQJ�RQO\�GHYHORSLQJ�FRXQWULHV� �HVWLPDWHV� LQGLFDWHG
E\�%��� ,Q� WKH� VDPSOH� LQFOXGLQJ� ERWK� GHYHORSLQJ� DQG� WUDQVLWLRQ� FRXQWULHV�� WKH
WUDQVLWLRQ�FRXQWU\� GXPP\� ZRXOG� FDSWXUH� WKH� ORZ� *LQL� FRHIILFLHQWV� WKDW� WKH
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WUDQVLWLRQ�FRXQWULHV�KDYH�LQKHULWHG�IURP�WKH�VRFLDOLVW�HUD��7KH�HVWLPDWHV�VXJJHVW
WKH�IROORZLQJ�

�� 7KH� HIIHFWV� RI� WKH� WD[� UDWLR� DQG� XUEDQL]DWLRQ� YDULDEOHV� DUH� VWDWLVWLFDOO\
VLJQLILFDQW��DQG�WKH�VLJQLILFDQFH�LV�IDLUO\�UREXVW��,Q�DGGLWLRQ��WKH�HVWLPDWH�RI
WKH�FRHIILFLHQW�IRU�WKH�YDULDEOH�UHSUHVHQWLQJ�WKH�SURGXFW�RI�WKH�UDWLRV�RI�GLUHFW
WR� LQGLUHFW� WD[� DQG� RI� GLUHFW� WD[� WR�*'3� LV� VWDWLVWLFDOO\� VLJQLILFDQW� IRU� WKH
�����$��UHJUHVVLRQ�

�� 7KH�UROH�RI�VHFRQGDU\�HGXFDWLRQ� LV�XQFOHDU��)RU� WKH�$�VDPSOH��ZLWKRXW� WKH
WUDQVLWLRQ�FRXQWU\�GXPP\��WKH�HVWLPDWH�RI�WKH�FRHIILFLHQW�IRU�WKH�VHFRQGDU\
VFKRRO� HQUROPHQW� UDWH� LV� VWDWLVWLFDOO\� VLJQLILFDQW�� +RZHYHU�� WKH� HVWLPDWH� LV
QRW�VWDWLVWLFDOO\�VLJQLILFDQW�HLWKHU�IRU�WKH�%�VDPSOH��RU�IRU�WKH�$�VDPSOH�ZLWK
WKH�WUDQVLWLRQ�FRXQWU\�GXPP\��7KH�VWDWLVWLFDO�VLJQLILFDQFH�IRU�WKH�$�VDPSOH
ZLWKRXW� WKH� WUDQVLWLRQ�FRXQWU\� GXPP\�PLJKW� UHIOHFW� WKH� GLIIHUHQFHV� LQ� WKH
VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH�EHWZHHQ�WKH�WUDQVLWLRQ�DQG�WKH�GHYHORSLQJ
FRXQWULHV�

�� 7KH� HVWLPDWLRQ� VXJJHVWV� WKDW� LQIODWLRQ� GRHV� QRW� DIIHFW� WKH� ORQJ�WHUP
HYROXWLRQ�RI�*LQL�FRHIILFLHQWV�

7KH�H[SODQDWRU\�SRZHU�RI�WKH�HTXDWLRQV� LV�UDWKHU� OLPLWHG�� LQGLFDWLQJ�WKDW� WKHUH
DUH�PDQ\�RWKHU�IDFWRUV�WKDW�LQIOXHQFH�LQFRPH�GLVWULEXWLRQ���

��� 7KH�UROH�RI�WD[HV�DQG�JRYHUQPHQW�VRFLDO�VSHQGLQJ�SROLF\

����� 2YHUYLHZ

7KH� HVWLPDWHG� HTXDWLRQV� UHSRUWHG� LQ� 7DEOH� �� VXJJHVW� VRPH� HYLGHQFH� RI� WKH
HIIHFWV� RI� WKH� WD[� UHJLPH� DQG� RI� VHFRQGDU\� VFKRRO� HQUROPHQW� RQ� LQFRPH
GLVWULEXWLRQ�� 2QH� RI� WKH� HTXDWLRQV�� (TXDWLRQ� �����$��� LQGLFDWHV� VWDWLVWLFDOO\

������������������������������������������
���7KH� HVWLPDWLRQ�� EDVHG� RQ� GDWD� UHSUHVHQWLQJ� DYHUDJHV� IRU� GHFDGHV�� GRHV� QRW� VXSSRUW� WKH
K\SRWKHVLV�WKDW�LQIODWLRQ�KDV�D�VWURQJ�HIIHFW�RQ�LQFRPH�GLVWULEXWLRQ��7KHVH�UHVXOWV�GLIIHU�IURP
WKRVH�RI�WKH�UHJUHVVLRQV�EDVHG�RQ�DQQXDO�RU�TXDUWHUO\�GDWD��ZKLFK�RIWHQ�VXJJHVW�WKDW�WKHUH�DUH
VLJQLILFDQW� HIIHFWV� RI� LQIODWLRQ� RQ� LQFRPH� GLVWULEXWLRQ�� 7KLV� GLIIHUHQFH�PLJKW� VXJJHVW� WKDW�
ZKLOH� LQIODWLRQ� DIIHFWV� VKRUW�UXQ� FKDQJHV� LQ� LQFRPH� GLVWULEXWLRQ�� LW� PD\� QRW� DIIHFW
VLJQLILFDQWO\�WKH�FKDQJHV�LQ�LQFRPH�GLVWULEXWLRQ�WKURXJK�GHFDGHV��7KH�LQIODWLRQ�GXPP\�XVHG
LQ� (TXDWLRQ� ������ DVVXPHV� 
�
� LI� WKH� UDWH� RI� LQIODWLRQ� H[FHHGV� ���� SHU� FHQW� SHU� DQQXP�� 
�

RWKHUZLVH��$OWHUQDWLYH�LQIODWLRQ�WKUHVKROGV�GR�QRW�FKDQJH�WKH�UHVXOWV�VLJQLILFDQWO\�
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VLJQLILFDQW�HIIHFWV�RI�WKH�WZR�YDULDEOHV��7KH�LQWHUSUHWDWLRQ�RI�WKH�PDJQLWXGHV�RI
WKH�HVWLPDWHG�FRHIILFLHQWV�UHTXLUHV�VRPH�FDXWLRQ��DV�IROORZV���

�� 2WKHU�WKLQJV�EHLQJ�HTXDO�DQG�LQ�WKH�QHLJKERXUKRRG�RI�DYHUDJHV��D�UHYHQXH�
QHXWUDO�LQFUHDVH�RI����SHUFHQWDJH�SRLQWV��IURP����SHU�FHQW�WR�����SHU�FHQW��LQ
WKH�UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[�UHYHQXHV�ZRXOG�UHGXFH�WKH�*LQL�FRHIILFLHQW
RQO\�E\������RI�D�SHUFHQWDJH�SRLQW��$�RQH�SHUFHQWDJH�SRLQW� LQFUHDVH�LQ�WKH
UDWLR� RI� GLUHFW� WD[� UHYHQXH� WR� *'3� DQG� DQ� LQFUHDVH� DW� WKH� VDPH� UDWH� LQ
LQGLUHFW�WD[HV�ZRXOG�UDLVH�WKH�*LQL�FRHIILFLHQW�E\������RI�D�SHUFHQWDJH�SRLQW�

�� 2WKHU� WKLQJV� EHLQJ� HTXDO�� D� ���SHUFHQWDJH�SRLQW� LQFUHDVH� LQ� WKH� VHFRQGDU\
VFKRRO�HQUROPHQW�UDWH�ZRXOG�UHGXFH�WKH�*LQL�FRHIILFLHQW�E\�WZR�SHUFHQWDJH
SRLQWV�� 7KLV� LV� D� UHODWLYHO\� ODUJH� LPSURYHPHQW� LQ� LQFRPH� GLVWULEXWLRQ�� 7KH
*LQL�FRHIILFLHQWV�H[SODLQHG�E\�WKH�HTXDWLRQ�FRQVLVW�RI�WKRVH�EDVHG�RQ�EHIRUH�
WD[� LQFRPHV�� DIWHU�WD[� LQFRPHV�� DQG� FRQVXPSWLRQ�� 7KH� VLJQ� DQG� VWDWLVWLFDO
VLJQLILFDQFH� RI� WKH� FRHIILFLHQW� IRU� WKH� UDWLR� RI� GLUHFW� WR� LQGLUHFW� WD[HV� DUH
FRQVLVWHQW�ZLWK� WKH�FRQFOXVLRQV�RI� WKH� OLWHUDWXUH� VXUYH\��ZKLFK� LQGLFDWH� WKH
SURJUHVVLYLW\� RI� GLUHFW� WD[HV� DQG� RI� HGXFDWLRQ� H[SHQGLWXUH�� LQFOXGLQJ
VHFRQGDU\�HGXFDWLRQ�H[SHQGLWXUH��:KLOH�WKH�VPDOO�PDJQLWXGH�RI�WKH�HIIHFW�RI
WD[� SROLF\� GRHV� QRW� DSSHDU� WR� VXJJHVW� DQ� DFWLYH� XVH� RI� WD[� SROLF\� IRU
UHGLVWULEXWLRQ�� FRXQWU\�VSHFLILF� DQDO\VHV� PLJKW� VXJJHVW� GLIIHUHQW
FRQFOXVLRQV�

)URP� WKH� ����V� WR� WKH� ����V�� ILYH� FRXQWULHV� VLJQLILFDQWO\� UHGXFHG� *LQL
FRHIILFLHQWV� �RQH� RI� WKHP� RQ� WKH� EDVLV� RI� DIWHU�WD[� LQFRPH��� EXW� ILYH� RWKHU
FRXQWULHV�VLJQLILFDQWO\�LQFUHDVHG�*LQL�FRHIILFLHQWV��DOO�RQ�WKH�EDVLV�RI�EHIRUH�WD[
LQFRPHV���7DEOH����

7KH� FRXQWULHV� WKDW� VLJQLILFDQWO\� UHGXFHG� *LQL� FRHIILFLHQWV� DUH� 7ULQLGDG� DQG
7REDJR�� 7XUNH\�� WKH� 3KLOLSSLQHV�� ,QGRQHVLD� DQG� 0DOD\VLD�� ,QGRQHVLD� DQG
0DOD\VLD� DFKLHYHG� VXVWDLQHG� KLJK� HFRQRPLF� JURZWK�� SXUVXHG� ZLWK� VWURQJ
SRYHUW\� UHGXFWLRQ� DQG� HTXLW\� REMHFWLYHV�� 0DOD\VLD� DQG� WKH� 3KLOLSSLQHV� KDG
EURDGO\� SURJUHVVLYH� DQG� ZHOO�WDUJHWHG� HGXFDWLRQDO� DQG� KHDOWK� SURJUDPPHV�
,QGRQHVLD�KDG�SURJUHVVLYH�DQG�ZHOO�WDUJHWHG��DOEHLW�LQFUHDVLQJO\�OHVV�HIIHFWLYH�
HGXFDWLRQ�SURJUDPPHV��DOWKRXJK� LWV�KHDOWK�SURJUDPPHV�ZHUH�SRRUO\� WDUJHWHG�
0RUHRYHU��,QGRQHVLD�DQG�0DOD\VLD�UDLVHG�WKHLU�WD[�WR�*'3�UDWLR�E\�LQFUHDVLQJ
������������������������������������������
���$VVXPH�WKDW�U��WKH�UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[HV��LV�UDLVHG�IURP����SHU�FHQW�WR�����SHU
FHQW�E\�LQFUHDVLQJ�G��WKH�UDWLR�RI�GLUHFW�WD[HV�WR�*'3��IURP�����SHU�FHQW�WR�����SHU�FHQW��DQG�
WR� NHHS� WKH� UDWLR� RI� GLUHFW� DQG� LQGLUHFW� WD[HV� WR� *'3� FRQVWDQW�� E\� UHGXFLQJ� WKH� UDWLR� RI
LQGLUHFW�WD[HV�WR�*'3�IURP�����SHU�FHQW�WR�����SHU�FHQW���2Q�WKH�EDVLV�RI�(TXDWLRQ������$���WKH
HIIHFW� RI� WKHVH� FKDQJHV� RQ� WKH� *LQL� PD\� EH� HVWLPDWHG� E\� ����������� �� ������>�������� �
�������@� �������
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GLUHFW� WD[HV�� EXW� UHGXFLQJ� LQGLUHFW� WD[HV� UHODWLYH� WR� *'3�� ,Q� SDUWLFXODU�� ERWK
FRXQWULHV�UHGXFHG�LQWHUQDWLRQDO�WD[HV�VXEVWDQWLDOO\�

TABLE 7:   NINETEEN DEVELOPING COUNTRIES: CHANGES IN TAX STRUCTURE,

1970s-80s (PERCENTAGE POINTS OF GDP)

Changes: 1980s less 1970s
All Direct Indirect

All Domestic
Goods

International
Goods

Changes:
Income

Distribution

Average All 1.6 1.0 0.5 0.6 -0.1
b 1.5 0.9 0.6 0.8 -0.2
a 2.1 1.4 0.4 0.1 0.3

Trinidad+Tobago b 5.9 6.4 -0.4 -0.3 -0.1 iid
Turkey b -1.9 0.4 -2.1 -0.7 -1.4 iid
Philippines b 0.0 0.0 -0.1 0.7 -0.7 iid
Malaysia a 1.9 2.3 -0.4 0.6 -0.9 iid
Indonesia b 2.8 3.0 -0.5 0.2 -0.7
Costa Rica b 3.4 -0.2 1.7 -0.1 1.8
Jamaica b 3.8 0.0 5.0 5.5 -0.5
Mexico a 4.0 3.4 -0.4 -0.7 0.3
Panama b 0.1 0.6 0.1 0.6 -0.5
Korea Rep. b 1.7 0.4 1.1 0.7 0.4
Colombia b 0.0 -0.7 0.9 1.2 -0.3
India b 2.5 1.0 1.8 0.2 1.5
Pakistan a 2.1 0.6 1.6 0.9 0.6
Venezuela a 0.1 -0.5 0.6 -0.4 1.0
Bangladesh b 1.1 0.2 1.0 0.1 0.9 did
Singapore b 0.6 0.9 -0.7 0.4 -1.1 did
Thailand b 1.6 0.9 0.6 1.0 -0.4 did
Sri Lanka b 1.8 0.3 1.3 1.9 -0.6 did
Guatemala b -1.3 0.0 -0.9 0.3 -1.1 did
Source: IMF International Financial Statistics and Government Finance Statistics database.
Notes: iid = improvement in income distribution. did = deterioration in income distribution.

7KH� FRXQWULHV� WKDW� VLJQLILFDQWO\� LQFUHDVHG� *LQL� FRHIILFLHQWV� DUH� %DQJODGHVK�
6LQJDSRUH�� 7KDLODQG�� 6UL� /DQND� DQG� *XDWHPDOD�� 2I� WKHVH�� JRYHUQPHQW
HGXFDWLRQ� DQG� KHDOWK� VSHQGLQJ� LQFLGHQFH� VWXGLHV� DUH� DYDLODEOH� RQO\� IRU
%DQJODGHVK�� ZKLFK� KDG� SRRUO\� WDUJHWHG� SULPDU\�� VHFRQGDU\� DQG� WHUWLDU\
HGXFDWLRQ� SURJUDPPHV�� DOWKRXJK� LWV� KHDOWK� SURJUDPPH� ZDV� FRQVLGHUHG
SURJUHVVLYH�DQG�ZHOO� WDUJHWHG��6LQJDSRUH�DFKLHYHG�KLJK�HFRQRPLF�JURZWK��EXW
*XDWHPDOD
V�JURZWK�ZDV�ORZ��7KH�GHWHULRUDWLRQ�LQ�7KDLODQG
V�*LQL�FRHIILFLHQW�LV
QRWDEOH�� WKDW� FRXQWU\
V� KLJK� HFRQRPLF� JURZWK� UHGXFHG� SRYHUW\�� EXW� ZDV
UHJLRQDOO\� XQEDODQFHG�� DQG� WKH� UHWXUQV� WR� HGXFDWLRQ� H[SHQGLWXUHV� GLIIHUHG
VLJQLILFDQWO\�DPRQJ�VFKRROLQJ�OHYHOV�DQG�RFFXSDWLRQV��$KXMD�HW�DO���������
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)URP� WKH� ����V� WR� WKH� ����V�� RQO\� WZR� FRXQWULHV� VLJQLILFDQWO\� UHGXFHG� WKHLU
*LQL� FRHIILFLHQWV� �-DPDLFD� DQG� 0DXULWLXV��� EXW� QLQH� FRXQWULHV� VLJQLILFDQWO\
LQFUHDVHG� WKHLUV�� VKDULQJ� WKH�ZLGHVSUHDG� H[SHULHQFHV�RI� LQGXVWULDO�� GHYHORSLQJ
DQG� WUDQVLWLRQ� FRXQWULHV� �7DEOH� ���� 1R� SXEOLF� VSHQGLQJ� LQFLGHQFH� DQDO\VLV� LV
DYDLODEOH�IRU�0DXULWLXV��EXW�DYDLODEOH�VWXGLHV�VXJJHVW�WKDW�-DPDLFD
V�IRRGVWDPS
SURJUDPPH� ZDV� SURJUHVVLYH� DQG�ZHOO� WDUJHWHG�� DOWKRXJK� LWV� WD[� V\VWHP� ZDV
FRQVLGHUHG�WR�KDYH�D�KLJKO\�UHJUHVVLYH��LQFRPH�WD[���RU�PL[HG��RU�LQVLJQLILFDQW
�RYHUDOO� WD[� V\VWHP�� LQFLGHQFH�� 0RUHRYHU�� -DPDLFD
V� DJULFXOWXUDO� SURGXFWLRQ
UHVSRQGHG� VWURQJO\� WR� WKH� LQWURGXFWLRQ� RI� WKH�PDUNHW�RULHQWHG� UHIRUPV� RI� WKH
����V��+DQGD�DQG�.LQJ��������

TABLE 8:   TEN DEVELOPING COUNTRIES: CHANGES IN TAX BURDEN/STRUCTURE,

1980S-90S (PERCENTAGE POINTS OF GDP)

Changes: 1990s less 1980s
All Direct Indirect

All Domestic
Goods

International
Goods

Changes:
Income

Distribution

Average All -1.0 -0.3 -0.3 -0.1 -0.2
b -2.4 -1.0 -0.3 -0.3 0.0
a 0.4 0.3 -0.3 0.2 -0.5

Mauritius a -0.3 0.0 -1.2 1.2 -2.4 iid
Pakistan b 0.5 0.4 0.1 0.3 -0.3
India a -0.1 0.6 -0.7 -0.7 0.0
Colombia b 1.8 2.4 1.4 1.8 -0.4
Peru a 1.1 -0.1 -0.5 0.9 -1.4
Jordan a 6.5 1.1 4.9 3.9 1.0 did
Poland b -4.4 -0.3 -1.1 -1.0 -0.1 did
Thailand b 2.8 2.3 0.1 0.3 -0.2 did
Bulgaria b -12.6 -9.6 -1.8 -3.0 1.2 did
Hungary a -5.1 0.0 -4.2 -4.4 0.2 did

Source: IMF International Financial Statistics and Government Finance Statistics database.
Notes: iid = improvement in income distribution. did = deterioration in income distribution.

2I�WKH�QLQH�FRXQWULHV�LQ�ZKLFK�LQFRPH�GLVWULEXWLRQ�GHWHULRUDWHG��&KLQD��3RODQG�
%XOJDULD��5RPDQLD�DQG�+XQJDU\�ZHUH�LQ�WUDQVLWLRQ�DQG�LQ�JHQHUDO�DFKLHYHG�ORZ
HFRQRPLF�JURZWK��3RODQG��%XOJDULD�DQG�+XQJDU\�H[SHULHQFHG�D�ODUJH�GHFOLQH�LQ
WKH� WD[�WR�*'3� UDWLR� �7DEOH� ���� 2I� WKH� RWKHU� IRXU�� +RQJ�.RQJ� DQG� 7KDLODQG
DFKLHYHG� KLJK� HFRQRPLF� JURZWK�� EXW� -RUGDQ� DQG� 1LJHULD� H[SHULHQFHG� ORZ
HFRQRPLF�JURZWK��1R�SXEOLF�VSHQGLQJ�LQFLGHQFH�VWXG\�LV�DYDLODEOH�IRU�-RUGDQ�
1LJHULD��+RQJ�.RQJ��6SHFLDO�$GPLQLVWUDWLRQ�5HJLRQ��&KLQD��RU�7KDLODQG�
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7KH�LQFUHDVH�LQ�LQFRPH�LQHTXDOLW\�REVHUYHG�LQ�WKH�VDPSOH�FRXQWULHV�UHIOHFWV��WR
D� FRQVLGHUDEOH� H[WHQW�� WKH� LQFUHDVH� LQ� LQHTXDOLW\� LQ� WKH� VHYHUDO� WUDQVLWLRQ
FRXQWULHV�LQFOXGHG�LQ�WKH�VDPSOH��+RZHYHU��HYHQ�LI�WKH�WUDQVLWLRQ�FRXQWULHV�ZHUH
UHPRYHG� IURP� WKH� VDPSOH�� WKH� XSZDUG� WUHQG� LQ� *LQL� FRHIILFLHQWV� ZRXOG� EH
QRWDEOH�� ZLWK� PDQ\� PDUNHW�RULHQWHG� GHYHORSLQJ� FRXQWULHV� VKDULQJ� D� VLPLODU
H[SHULHQFH�ZLWK�LQGXVWULDO�FRXQWULHV���

7KH�UROH�RI�FKDQJHV� LQ� WKH� WD[�V\VWHP�LQ� WKLV�GHWHULRUDWLRQ�LV�QRW�REYLRXV��2Q
DYHUDJH��WKHVH�FRXQWULHV�GLG�QRW�FKDQJH�WKHLU�WD[�VWUXFWXUH�DSSUHFLDEO\��DOWKRXJK
PDQ\� WUDQVLWLRQ� FRXQWULHV�ZKLFK� H[SHULHQFHG� DQ� LQFUHDVH� LQ�*LQL� FRHIILFLHQWV
DOVR�VXIIHUHG�IURP�D�VXEVWDQWLDO�UHGXFWLRQ�LQ�WD[�UHYHQXH�

1RQH� RI� WKH� HLJKW� GHYHORSLQJ� FRXQWULHV� RI� ZKLFK� WKH� WD[� UHIRUPV� KDYH� EHHQ
VWXGLHG�LQ�D�UHFHQW�:RUOG�%DQN�UHSRUW�KDV�D�SUH�UHIRUP�VFKHGXOH�RI�SURJUHVVLYH
WD[� UDWHV� WKDW� VXFFHVVIXOO\� JHQHUDWHV� D� SURJUHVVLYH� GLVWULEXWLRQ� RI� WD[� EXUGHQV
�7KLUVN��������� ,Q�JHQHUDO�� WKH� WD[� UHIRUPV� LQ�GHYHORSLQJ�FRXQWULHV�KDYH�EHHQ
DLPHG� DW� LQFUHDVLQJ� UHYHQXHV� ZLWK� D� GHJUHH� RI� HIILFLHQF\� DQG� ZLWK� VRPH
DWWHQWLRQ� WR� HTXLW\�� UDUHO\� KDYH� WKH\� EHHQ� DLPHG� VSHFLILFDOO\� DW� LPSURYLQJ
HTXLW\��:KLOH� WKH� OLWHUDWXUH� VXUYH\� VXJJHVWV� WKDW� LQFRPH� WD[HV� WHQG� WR� KDYH� D
SURJUHVVLYH�HIIHFW��WKH�UHJUHVVLRQV�LQGLFDWH�WKDW�WKH�PDJQLWXGH�RI�WKH�HIIHFW�PD\
QRW�EH�ODUJH�

'HYHORSLQJ�FRXQWULHV� LQ�JHQHUDO�KDYH�EHHQ�H[SDQGLQJ�SULPDU\� DQG� VHFRQGDU\
VFKRRO� HQUROPHQW� UDWHV� WKURXJK� SXEOLF� HGXFDWLRQ� SURJUDPPHV�� 7UDQVIHU
SURJUDPPHV�KDYH�RIWHQ�WHQGHG�WR�WDNH�PRUH�WKH�IRUP�RI�XQWDUJHWHG�IRRG��IXHO�
IHUWLOL]HU� DQG� RWKHU� VXEVLGLHV� WKDQ� RI� FDVK� WUDQVIHUV�� VXFK� DV� XQHPSOR\PHQW
EHQHILWV�DQG�SHQVLRQV��ZKLFK�DUH�ODUJHO\�OLPLWHG�WR�SXEOLF�VHFWRU�HPSOR\HHV��$W
WKH� RXWVHW� RI� WKH� WUDQVLWLRQ� WR� WKH� PDUNHW� LQ� WKH� HDUO\� ����V�� WKH� WUDQVLWLRQ
HFRQRPLHV�KDG�H[SDQVLYH�VRFLDO�SURJUDPPHV�DQG�JHQHUDOO\�KLJK�OHYHOV�RI�VRFLDO
LQGLFDWRUV��7KH�VXEVHTXHQW�FRPSUHVVLRQ�RI�RXWSXW�KDV�IRUFHG�PDQ\�RI�WKHP�WR
UHGXFH� VRFLDO� VSHQGLQJ�� $V� D� UHVXOW�� PDQ\� RI� WKH� WUDQVLWLRQ� HFRQRPLHV� KDYH
H[SHULHQFHG�D�GHWHULRUDWLRQ�LQ�VRFLDO�LQGLFDWRUV�

$�QXPEHU�RI� UHDVRQV�KDYH�EHHQ�RIIHUHG� WR�H[SODLQ� WKH� LQFUHDVHV� LQ�EHIRUH�WD[
LQFRPH�LQHTXDOLW\�LQ�WKH�FRQWH[W�RI�LQGXVWULDO�FRXQWULHV����7ZR�RI� WKHP�PLJKW
EH�DSSOLFDEOH�WR�GHYHORSLQJ�FRXQWULHV�

������������������������������������������
���6HH�$WNLQVRQ���������IRU�D�GLVFXVVLRQ�RI�WKH�LQFUHDVLQJ�LQHTXDOLW\�LQ�LQGXVWULDO�FRXQWULHV�
���6HH�)UHHPDQ��������IRU�D�GLVFXVVLRQ�RI� WKH�HIIHFW�RQ�WKH�ZDJHV�RI�XQVNLOOHG�ZRUNHUV� LQ
LQGXVWULDO� FRXQWULHV� RI� WKH� RSHQLQJ� XS� RI� ORZ�LQFRPH� FRXQWULHV� DQG� 7DQ]L� ������� DQG
$WNLQVRQ��������IRU�D�GLVFXVVLRQ�RI� WKH�HIIHFWV�RQ�LQFRPH�GLVWULEXWLRQ�RI�FKDQJHV� LQ�VRFLDO
QRUPV�
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�� 7KH� RSHQLQJ� XS� RI� ORZ�LQFRPH� GHYHORSLQJ� FRXQWULHV� �IRU� H[DPSOH�� &KLQD
DQG�,QGLD��WR�IRUHLJQ�GLUHFW�LQYHVWPHQW�DQG�WUDGH�WHQGV�WR�UHGXFH�WKH�ZDJHV
RI�XQVNLOOHG�ZRUNHUV� LQ�PLGGOH�LQFRPH�GHYHORSLQJ�FRXQWULHV� �IRU� H[DPSOH�
7KDLODQG��ZKLFK�DUH�FRPSHWLQJ�ZLWK�ORZ�LQFRPH�FRXQWULHV�

�� :LWK� JOREDOL]DWLRQ�� GHYHORSLQJ� FRXQWULHV� JUDGXDOO\� DGDSW� WKHLU� WUDGLWLRQDO
LQFRPH�HTXDOL]LQJ� VRFLDO� QRUPV� WR� WKRVH� WROHUDWLQJ� D� KLJKHU� GHJUHH� RI
LQFRPH�LQHTXDOLW\�

$PRQJ� WKH� FRXQWULHV� ZKLFK� KDYH� GHILHG� WKLV� EURDG� WUHQG� DUH� WKRVH� WKDW� KDG
SURJUHVVLYH�DQG�ZHOO�WDUJHWHG�HGXFDWLRQ�DQG�KHDOWK�SURJUDPPHV�WKDW�LQFUHDVHG
WKH�HDUQLQJV�SRWHQWLDO� RI� ORZ�LQFRPH�ZRUNHUV�� DV�ZHOO� DV� VRPH� FRXQWULHV� WKDW
DFKLHYHG� VXVWDLQHG�� KLJK� HFRQRPLF� JURZWK�� DOWKRXJK� QRW� DOO� KLJK�JURZWK
FRXQWULHV�DFKLHYHG�D�UHGXFWLRQ�LQ�LQHTXDOLW\�

,W�LV�ZRUWK�QRWLQJ�WKH�GLIILFXOWLHV�LQ�FRPSDULQJ�EHIRUH�WD[�DQG�DIWHU�WD[�LQFRPH
LQHTXDOLW\� LQ� GHYHORSLQJ� FRXQWULHV��8QOLNH� WKH� LQGXVWULDO� FRXQWULHV�� IRU�ZKLFK
VHSDUDWH�*LQL�FRHIILFLHQW�HVWLPDWHV�DUH�DYDLODEOH�IRU�EHIRUH�WD[��EHIRUH�WUDQVIHU

PDUNHW� LQFRPHV
� DQG� DIWHU�WD[�� DIWHU�WUDQVIHU� 
GLVSRVDEOH� LQFRPHV
�� *LQL
FRHIILFLHQWV� IRU� GHYHORSLQJ� FRXQWULHV� DUH� DYDLODEOH� RQO\� IRU� HLWKHU� EHIRUH�WD[
�EXW�DIWHU�WUDQVIHU���RU�DIWHU�WD[��DQG�DIWHU�WUDQVIHU��LQFRPHV��%RWK�W\SHV�RI�*LQL
FRHIILFLHQWV�DUH�DYDLODEOH�RQO\�IRU�WZR�FRXQWULHV�RQ�D�FRPPRQ�PHWKRGRORJ\�

'DWD�DUH�QRW�DYDLODEOH�IRU�EHIRUH�WD[��EHIRUH�WUDQVIHU�*LQL�FRHIILFLHQW�HVWLPDWHV
RU� IRU� DIWHU�WD[�� DIWHU�WUDQVIHU� *LQL� FRHIILFLHQW� HVWLPDWHV�� +RZHYHU�� WKH
UHODWLYHO\�VPDOO�FDVK�WUDQVIHU�SURJUDPPHV�LQ�GHYHORSLQJ�FRXQWULHV�VXJJHVW�WKDW
WKH�WZR�W\SHV�RI�*LQL�FRHIILFLHQWV�IRU�GHYHORSLQJ�FRXQWULHV�ZRXOG�QRW�GLIIHU��RQ
DYHUDJH��DV�VXEVWDQWLDOO\�DV�WKH\�GR�LQ�LQGXVWULDO�FRXQWULHV�

����� 6HOHFWHG�FRXQWU\�H[SHULHQFHV

7KH� UHPDLQGHU� RI� WKLV� VHFWLRQ� GLVFXVVHV� WKH� QDWXUH� RI� WD[� UHIRUPV� DQG� VRFLDO
H[SHQGLWXUH�SROLF\�DQG�WKHLU�GLVWULEXWLRQDO� LPSOLFDWLRQV� LQ�+XQJDU\�� ,QGRQHVLD
DQG� 7KDLODQG�� WKUHH� RI� WKH� FRXQWULHV� WKDW� H[SHULHQFHG� D� ODUJH� FKDQJH� LQ� *LQL
FRHIILFLHQWV��$OO�WKHVH�FRXQWULHV�LQFUHDVHG�WKH�UDWLR�RI�GLUHFW�DQG�LQGLUHFW�WD[HV
DQG� H[SDQGHG� VHFRQGDU\� VFKRRO� HQUROPHQWV�� +RZHYHU�� WKHLU� DFKLHYHPHQWV� LQ
LQFRPH� GLVWULEXWLRQ� GLYHUJHG�� :KLOH� ,QGRQHVLD� UHGXFHG� LWV� *LQL� FRHIILFLHQWV�
7KDLODQG�DQG�+XQJDU\�VKRZHG�DQ�LQFUHDVH�LQ�WKHLU�*LQL�FRHIILFLHQWV��7DEOH����
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TABLE 9:   SELECTED DEVELOPING COUNTRIES: CHANGES IN GINI COEFFICIENTS,

TAX STRUCTURES AND

SECONDARY SCHOOL ENROLMENTS

Change in Gini % Change in
/

% Change in
S1970s- 1980s- 1970s- 1980s- 1970s- 1980s-

Large decline in Gini
Turkey b -7 151 128
Trinidad + Tobago b -7 136 149
Philippines b -3 100 116
Malaysia b -3 153 118
Indonesia a -3 147 190

Large increase in Gini
Singapore b 4 125 115
Thailand b 4 138 112
Sri Lanka b 6 90 131
Guatemala b 9 119 146

Large decline in Gini
Mauritius a -3 105 116

Large increase in Gini
Poland b 4 103 117
Thailand b 4 172 148
Bulgaria b 5 59 91
Hungary a 9 124 122

Source: Tables 6, 7, 9 and 10.
Notes: b = before-tax Gini. a = after-tax Gini. DT/IT = direct taxes/indirect taxes.

�L��+XQJDU\��'XULQJ� WKH�����V���V��+XQJDU\
V� WUDQVLWLRQ� WR� D�PDUNHW�RULHQWHG
VRFLHW\�UHVXOWHG�LQ�D�ODUJH�VWUXFWXUDO�FKDQJH�LQ� WKH�HFRQRP\��ZKLFK�VXIIHUHG�D
ORQJ�WUDQVLWLRQDO�UHFHVVLRQ��:KLOH�PRGHVWO\�LQFUHDVLQJ�ERWK�WKH�UDWLR�RI�GLUHFW�WR
LQGLUHFW�WD[HV��E\����SHU�FHQW��DQG�WKH�VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH��E\���
SHU� FHQW��� +XQJDU\� VXIIHUHG� D� QLQH�SHUFHQWDJH�SRLQW� LQFUHDVH� LQ� WKH� DIWHU�WD[
*LQL�� 7KH� FKDQJHV� LQ� WKH� WD[� V\VWHP� DQG� VRFLDO� SURWHFWLRQ� SURJUDPPHV
GLVFXVVHG� EHORZ� KDG� GLUHFW� LPSOLFDWLRQV� IRU� WKH� DIWHU�WD[� �DQG� DIWHU�WUDQVIHU�
*LQL��7KH�FKDQJHV�LQ�HGXFDWLRQ�SURJUDPPHV�SUREDEO\�LQIOXHQFHG�WKH�EHIRUH�WD[
*LQL��ZKLFK� LV�QRW� UHSRUWHG� LQ� WKLV�SDSHU�� DQG� WKHUHE\� WKH� DIWHU�WD[�*LQL�� ,W� LV
ZRUWK� QRWLQJ� WKDW� WKH� *LQL� LQFUHDVHG� LQ� VSLWH� RI� WKH� LQFUHDVHV� LQ� WKH� UDWLR� RI
GLUHFW�WR�LQGLUHFW�WD[HV�DQG�WKH�VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH�

7KH� UHIRUP� RI� WKH� +XQJDULDQ� WD[� V\VWHP� EHJDQ� ZLWK� WKH� HVWDEOLVKPHQW� RI
SHUVRQDO�LQFRPH�DQG�YDOXH�DGGHG�WD[HV�LQ�������IROORZHG�E\�WKH�LQWURGXFWLRQ�RI
D�PRGHUQ�FRUSRUDWH�WD[�LQ�������6LQFH�WKHQ��WKH�DWWHPSW�KDV�EHHQ�WR�LPSURYH�WKH
HIILFLHQF\�RI�WKH�WD[�V\VWHP�E\�DGMXVWLQJ�PDUJLQDO�WD[�UDWHV�DQG�WD[�EUDFNHWV�IRU
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SHUVRQDO� DQG� FRUSRUDWH� WD[HV�� DV� ZHOO� DV� E\� UHGXFLQJ� WD[� H[HPSWLRQV�� $
EURDGHQLQJ� RI� WKH� YDOXH�DGGHG�WD[� EDVH� WKURXJK� UDWH� UDWLRQDOL]DWLRQ� DQG� WKH
H[WHQVLRQ�RI�FRYHUDJH�KDV�DFFRPSDQLHG�WKLV�HIIRUW��7KH�+XQJDULDQ�WD[�V\VWHP
QRZ� UHOLHV�PRUH� RQ� GLUHFW� DQG� EURDG�EDVHG� FRQVXPSWLRQ� WD[HV� WKDQ� LW� GLG� LQ
������&RPSDUHG�ZLWK����SHU�FHQW�LQ�������DURXQG����SHU�FHQW�RI�WKH�UHYHQXH�LQ
�����DFFUXHG�IURP�SHUVRQDO��FRUSRUDWH�DQG�YDOXH�DGGHG�WD[HV�

$GMXVWPHQWV� WR� WKH� WD[� V\VWHP�KDYH�EHHQ�PDGH�DOPRVW� HYHU\� \HDU� LQ� WKH�SDVW
GHFDGH��,Q�������WKH�SHUVRQDO�LQFRPH�WD[�FRQVLVWHG�RI����EUDFNHWV��DQG�WKH�WD[
UDWHV�UDQJHG�IURP����WR����SHU�FHQW��E\�������WKHUH�ZHUH�WKUHH�EUDFNHWV��ZKLFK
UDQJHG�EHWZHHQ����DQG����SHU�FHQW��7KH�JHQHUDO�SURILW�WD[�ZDV����SHU�FHQW�LQ
������EXW�ZDV�UHGXFHG�WR����SHU�FHQW�RI�WKH�UHOHYDQW�FRUSRUDWH�LQFRPH�LQ������
,Q������WKH�YDOXH�DGGHG�WD[�FRPSULVHG�WKUHH�UDWHV��������DQG����SHU�FHQW��7KH
]HUR� UDWH� DSSOLHG� WR� PRVW� IRRG� SURGXFWV�� IXHOV�� SKDUPDFHXWLFDOV�� KRXVHKROG
KHDWLQJ��DQG�H[SRUWV��WKH����SHU�FHQW�UDWH�ZDV�OHYLHG�RQ�PRVW�VHUYLFHV��DQG�WKH
���SHU�FHQW�UDWH�DSSOLHG�WR�DERXW����SHU�FHQW�RI�FRQVXPHU�H[SHQGLWXUHV��$�PDMRU
FKDQJH�ZDV�HIIHFWHG�LQ�WKH�UDWH�VWUXFWXUH�RI�WKH�YDOXH�DGGHG�WD[�LQ����������SHU
FHQW�RI�IRRG�SURGXFWV�DQG�KRXVHKROG�KHDWLQJ�ZHUH�VXEMHFWHG�WR�WKH�ORZHU�UDWH�RI
���SHU�FHQW��DQG�DOO�SXEOLF�VHUYLFHV�EHJDQ�WR�EH�WD[HG�DW����SHU�FHQW��,Q������WKH
���SHU�FHQW�UDWH�ZDV�LQFUHDVHG�WR����SHU�FHQW��DQG�]HUR�UDWLQJ�ZDV�FRQILQHG�WR
SKDUPDFHXWLFDOV� DQG� H[SRUWV�� )LQDQFLDO�� HGXFDWLRQ�� KHDOWK� FDUH� DQG� SRVWDO
VHUYLFHV�DUH�VWLOO�H[HPSW�IURP�WD[HV�

/LNH�RWKHU� WUDQVLWLRQ� HFRQRPLHV��+XQJDU\� VWDUWHG� WKH� WUDQVLWLRQ� WR� WKH�PDUNHW
ZLWK�H[SDQVLYH�VRFLDO�ZHOIDUH�SURJUDPPHV��LQFOXGLQJ�VWDWH�SURYLGHG�KHDOWK�DQG
HGXFDWLRQ� VHUYLFHV�� 7KH� HGXFDWLRQ� V\VWHP�� ZKLFK� SURGXFHG� D� VHFRQGDU\
HGXFDWLRQ�HQUROPHQW�UDWH�RI�DERXW����SHU�FHQW��HQMR\HG�D�SXSLO�WHDFKHU�UDWLR�WKDW
ZDV� HYHQ� ORZHU� WKDQ� LW� LV� LQ� LQGXVWULDO� FRXQWULHV�� )URP� WKH�PLG�����V� WR� WKH
PLG�����V�� WKH� ODUJH� UHGXFWLRQ� LQ�XQWDUJHWHG�SULFH� VXEVLGLHV�ZDV�RIIVHW�E\� DQ
LQFUHDVH�LQ�WKH�FDVK�EHQHILWV�WR�YXOQHUDEOH�JURXSV��LQFOXGLQJ�ROG�DJH�SHQVLRQHUV�
IDPLOLHV�ZLWK�FKLOGUHQ�DQG�WKH�XQHPSOR\HG�

�LL�� ,QGRQHVLD��'XULQJ� WKH� ����V���V�� ,QGRQHVLD� DFKLHYHG� VXVWDLQHG� HFRQRPLF
JURZWK�� LPSURYHG� LQFRPH� GLVWULEXWLRQ� DQG� UHGXFHG� SRYHUW\�� ,QGRQHVLD� DOVR
PDGH� SURJUHVV� LQ� LPSURYLQJ� WKH� WD[� V\VWHP� DQG� LQ� H[SDQGLQJ� HGXFDWLRQ
SURJUDPPHV��,Q�WKH�����V�DQG�WKH�����V��WKH�DIWHU�WD[�*LQL�FRHIILFLHQW�GHFOLQHG
E\�WKUHH�SHUFHQWDJH�SRLQWV��WKH�UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[HV�LQFUHDVHG�E\���
SHU� FHQW�� DOWKRXJK� WKLV� UDWLR�GHFOLQHG� VXEVHTXHQWO\�� DQG� WKH� VHFRQGDU\� VFKRRO
HQUROPHQW�UDWH�DOPRVW�GRXEOHG��,W�DSSHDUV�WKDW�WD[�DQG�VRFLDO�VSHQGLQJ�SROLFLHV
UHLQIRUFHG�HDFK�RWKHU�LQ�UHGXFLQJ�WKH�DIWHU�WD[�*LQL�
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,QGRQHVLD
V�WD[�UHIRUP�GXULQJ�WKH�����V�ZDV�DLPHG�DW�LQFUHDVLQJ�UHYHQXHV�DQG
HQKDQFLQJ�WKH�HIILFLHQF\�DQG�VLPSOLFLW\�RI�WKH�WD[�V\VWHP��EXW�ZLWKRXW�FDXVLQJ
DQ�DGYHUVH�LPSDFW�RQ�WKH�SRRU��7KH������WD[�UHIRUP�SDFNDJH�ZDV�GHVLJQHG�WR
EURDGHQ� WKH� EDVH� RI� LQFRPH� WD[HV�� EXW� UHGXFH� WKH� LQFRPH� WD[� UDWHV�� ,W� DOVR
LQFOXGHG�D�YDOXH�DGGHG�WD[�DQG�D�OX[XU\�VDOHV�WD[��ZKLFK�ZHUH�LPSOHPHQWHG�LQ
������ 6XEVHTXHQW� UHIRUPV� EURDGHQHG� WKH� SURSHUW\� WD[�� 7KH� YDOXH�DGGHG� WD[�
IURP�ZKLFK�XQSURFHVVHG� IRRGVWXIIV�� FHUWDLQ� IDUP� SURGXFWV�� DQG� VHUYLFHV�ZHUH
H[HPSWHG��ZDV�ODWHU�H[WHQGHG�WR�ZKROHVDOH�WUDGH�DQG�RWKHU�VHUYLFHV��7KH�UHVXOW
ZDV�D�PRUH�EURDGO\�EDVHG��PRUH�HTXLWDEOH�WD[�V\VWHP�

,QGRQHVLD�H[SDQGHG�VRFLDO�SURJUDPPHV�ODUJHO\�RQ�WKH�VWUHQJWK�RI�LWV�VXVWDLQHG
HFRQRPLF�JURZWK��6RFLDO� LQGLFDWRUV� LPSURYHG�ZLWKRXW�D� FRQVLGHUDEOH� LQFUHDVH
LQ� VRFLDO� H[SHQGLWXUHV� UHODWLYH� WR� *'3�� ,Q� WKH� ����V� DQG� WKH� ����V�� WKH
VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH�DOPRVW�GRXEOHG��6LJQLILFDQW�LPSURYHPHQWV� LQ
VFKRRO�HQUROPHQWV�DPRQJ�WKH�ORZHU�LQFRPH�JURXSV�WRRN�SODFH�LQ�WKH�ODWH�����V�
,QGRQHVLD�KDG�DFKLHYHG�QHDUO\�XQLYHUVDO�SULPDU\�HGXFDWLRQ�E\� WKH� ODWH�����V�
DOWKRXJK� WKHUH� ZHUH� FRQFHUQV� WKDW� WKH� LPSURYHPHQWV� ZHUH� DFKLHYHG� DW� WKH
H[SHQVH�RI�WKH�TXDOLW\�RI�HGXFDWLRQ�

�LLL�� 7KDLODQG�� 7KDLODQG� LV� D� KLJK�JURZWK� FRXQWU\� WKDW� KDV� UHGXFHG� SRYHUW\
VXEVWDQWLDOO\��7KH�KHDG�FRXQW�LQGH[��WKH�SURSRUWLRQ�RI�SHRSOH�EHORZ�WKH�SRYHUW\
OLQH�� IHOO� IURP�DERXW����SHU�FHQW� LQ������ WR�DERXW����SHU�FHQW� LQ�������0RUH
UHFHQWO\��LQ�UHVSRQVH�WR�WKH�ILQDQFLDO�FULVLV��7KDLODQG�KDV�H[SDQGHG�VRFLDO�VDIHW\
QHW�SURJUDPPHV��'XULQJ�WKH�����V���V��KRZHYHU��7KDLODQG�H[SHULHQFHG�D�ODUJH
LQFUHDVH� LQ� WKH� EHIRUH�WD[� *LQL�� ,W� LV� XQFOHDU� ZK\� WKH� LQFUHDVH� LQ� WKH� *LQL
RFFXUUHG� LQ�VSLWH�RI�D� ODUJH�H[SDQVLRQ� LQ� VHFRQGDU\�VFKRRO�HQUROPHQWV�� ,Q� WKH
����V�DQG�WKH�����V��WKH�*LQL�FRHIILFLHQW�LQFUHDVHG�E\�IRXU�SHUFHQWDJH�SRLQWV�
ZKLOH�WKH�VHFRQGDU\�VFKRRO�HQUROPHQW�UDWH�LQFUHDVHG�E\����SHU�FHQW����,W�LV�DOVR
XQFOHDU� KRZ� WKH� FKDQJHV� LQ� WKH� WD[� V\VWHP� KDYH� DOWHUHG� WKH� DIWHU�WD[� *LQL�
ZKLFK�LV�QRW�UHSRUWHG��7KH�UDWLR�RI�GLUHFW�WR�LQGLUHFW�WD[HV�LQFUHDVHG�E\����SHU
FHQW��7KLV�H[SDQVLRQ�RI�GLUHFW�WD[HV�SHUKDSV�WHQGHG�WR�UHGXFH�WKH�DIWHU�WD[�*LQL�
$V�GLVFXVVHG�EHORZ��KRZHYHU��WKH�WD[�V\VWHP�KDV�EHHQ�PRGLILHG�IUHTXHQWO\� LQ
UHVSRQVH�WR�ILVFDO�QHHGV�

7KDLODQG
V� VKLIWV� LQ� GLUHFWLRQ� LQ� WD[� UHIRUP� KDYH� RIWHQ� EHHQ� WULJJHUHG� E\
PDFURHFRQRPLF� LPEDODQFHV�� 'XULQJ� WKH� ������� SHULRG�� IRU� H[DPSOH�� LQGLUHFW
WD[�UDWHV�ZHUH�UHGXFHG�WR�DOOHYLDWH�WKH�EXUGHQ�RI�WKH�KLJKHU�LQIODWLRQ�DQG�ORZHU

������������������������������������������
��� 6WXGLHV� RI� 7KDLODQG
V� LQFRPH� LQHTXDOLW\� EDVHG� RQ� KRXVHKROG� VXUYH\V� VKRZ� WKDW� WKH
LQFUHDVH� LQ� LQFRPH� LQHTXDOLW\� RYHU� WKH� ODVW� WKUHH� GHFDGHV� KDV� EHHQ� GULYHQ� SULPDULO\� E\
VWUXFWXUDO�IDFWRUV��VXFK�DV�OHYHOV�RI�HGXFDWLRQ��SDUWLFXODUO\�VHFRQGDU\�HGXFDWLRQ���WKH�ORFDWLRQ
RI� KRXVHKROGV� �IRU� H[DPSOH�� XUEDQ�UXUDO� UHJLRQV�� DQG� WKH� RFFXSDWLRQDO� FKDUDFWHULVWLFV� RI
KRXVHKROGV��IRU�H[DPSOH��HQWUHSUHQHXU�RU�IDUP�ODERXUHU���6HH�$KXMD�HW�DO���������
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UHDO�*'3�JURZWK� WKDW� IROORZHG� WKH�RLO� VKRFN�RI���������7KH�GHILFLW� VSHQGLQJ
RYHU�WKH�QH[W�WZR�\HDUV�WKDW�ZDV�LQWHQGHG�WR�FRXQWHUDFW�WKH�VORZHU�UHDO�LQFRPH
JURZWK�QHFHVVLWDWHG�KLJKHU�UHYHQXHV��$V�D�UHVXOW��D�VHULHV�RI�WD[�UDWH�LQFUHDVHV
ZHUH�LQVWLWXWHG�LQ���������IROORZHG�E\�LQFRPH�WD[�UDWH�UHGXFWLRQV�EHWZHHQ�����
DQG������LQ�WKH�DIWHUPDWK�RI�WKH�RLO�VKRFN�RI���������

7KH� EXUGHQ� RI� WKH� KLJKHU� WD[HV� LQ� ������� VHHPV� WR� KDYH� IDOOHQ� PRVWO\� RQ
LQGLUHFW� WD[HV� WKDW� WHQG� WR� EH� UHJUHVVLYH�� LQ� WKH� ����V�� LQGLUHFW� WD[HV�� IRU
H[DPSOH��PDGH�XS�DOPRVW����SHU�FHQW�RI�DOO�WD[HV��7KH�UHGXFWLRQ�LQ�WD[�UDWHV�LQ
�������� OHG� WR� D� GHFOLQH� LQ� WKH� EXR\DQF\� RI� SHUVRQDO� LQFRPH� WD[HV� WKDW�PD\
KDYH� FRQWULEXWHG� WR� WKH� LQFUHDVH� LQ� DIWHU�WD[� LQFRPH� LQHTXDOLW\�� VLQFH�� IRU� D
JLYHQ� LQFRPH� LQFUHDVH�� WKH� DYHUDJH� HIIHFWLYH� WD[� UDWH� GLG� QRW� LQFUHDVH� LQ� WKH
����V�DV�PXFK�DV�LW�KDG�LQ�WKH�����V����7KH�WD[�VWUXFWXUH�LV�FRPSOH[�DQG�KDV
EHHQ� FKDUDFWHUL]HG� E\� 
EDVH� HURVLRQ� UHVXOWLQJ� IURP� VSHFLDO� DOORZDQFHV�� KLJK
VWDQGDUG�GHGXFWLRQV��DQG�E\�IDLOXUH�WR�WD[�IULQJH�EHQHILWV�DQG�QRQ�QHXWUDOLW\�LQ
WKH� WD[� WUHDWPHQW�RI�GLIIHUHQW� LQFRPH�VRXUFHV�RQ�GLIIHUHQW� WUDQVDFWLRQV
� �7DQ]L
DQG�6KRPH���������,Q�������7KDLODQG�FDUULHG�RXW�IXUWKHU�WD[�UHIRUPV�DLPHG�DW
VLPSOLILFDWLRQ�� QHXWUDOLW\� DQG� UHYHQXH� JHQHUDWLRQ�� 7KH� QXPEHU� RI� SHUVRQDO
LQFRPH�WD[�EUDFNHWV�ZHUH�UHGXFHG�IURP����WR�VL[��DQG�D�JUHDWHU�QXPEHU�RI�ORZ�
LQFRPH�WD[SD\HUV�ZHUH�OHIW�RXW�RI�WKH�LQFRPH�WD[�QHW��1R�DWWHPSW�ZDV�PDGH�WR
UHGXFH�H[SHQVH�GHGXFWLRQV�RU�DOORZDQFHV�IRU�EXVLQHVV�LQFRPHV�

,Q� WKH� HDUO\� ����V�� 7KDLODQG� LQWURGXFHG� DQRWKHU� VHULHV� RI� WD[� UHIRUPV�� 7KH
YDOXH�DGGHG�WD[�ZDV�LQWURGXFHG�LQ������DW�D�UDWH�RI���SHU�FHQW��ZKLFK�UHSODFHG
DQ� LQHIILFLHQW� DQG� FRPSOH[� EXVLQHVV� WD[�ZLWK� ��� UDWHV� UDQJLQJ� IURP� ����� SHU
FHQW�WR����SHU�FHQW��WKH�QXPEHU�RI�SHUVRQDO�LQFRPH�WD[HV�EUDFNHWV�ZDV�IXUWKHU
UHGXFHG�IURP�VL[�WR�IRXU��WKH�WRS�SHUVRQDO�LQFRPH�WD[�UDWH�ZDV�UHGXFHG�IURP���
SHU� FHQW� WR� ��� SHU� FHQW�� DQG� PRUH� LQFRPHV� EHFDPH� VXEMHFW� WR� WKH� ORZHU� WD[
UDWHV��2WKHU�WKLQJV�EHLQJ�HTXDO��WKHVH�WD[�VLPSOLILFDWLRQV�ZRXOG�QRW�QHFHVVDULO\
KDYH� OHG� WR� D� GHWHULRUDWLRQ� LQ� LQFRPH� LQHTXDOLW\��:KLOH� WKH� UDWLR� RI� GLUHFW� WR
LQGLUHFW�WD[HV�URVH�E\����SHU�FHQW�LQ�WKH�����V�DQG�����V��JLYHQ�WKH�REVHUYHG
LQFUHDVH� LQ� LQFRPH� LQHTXDOLW\� LQ� WKH� ����V�� WKHVH� UHIRUPV�GLG� QRW� UHYHUVH� WKH
ULVH�LQ�LQFRPH�LQHTXDOLW\����QRU�WKH�OHJDF\�RI�WKH�WD[�UHIRUPV�RI�HDUOLHU�GHFDGHV�

6RFLDO�VSHQGLQJ�GRHV�QRW�VHHP�WR�KDYH�KDG�PXFK�HIIHFW�RQ�LQFRPH�LQHTXDOLW\�
DOWKRXJK� WKH� VHFRQGDU\� VFKRRO� HQUROPHQW� UDWH� LQFUHDVHG� VXEVWDQWLDOO\�

������������������������������������������
���7KH�EXR\DQF\�RI� WKH�SHUVRQDO� LQFRPH� WD[�GHFOLQHG� WR����� LQ� WKH�����V� IURP����� LQ� WKH
����V��:DUU�DQG�1LGKLSUDEKD��������
���2I�FRXUVH�WKH�FRXQWHUIDFWXDO�H[HUFLVH�DOZD\V�UHPDLQV�D�FUHGLEOH�H[SODQDWLRQ��WKDW�LV��WKH
ULVH�LQ�LQFRPH�LQHTXDOLW\�ZRXOG�KDYH�EHHQ�KLJKHU�LQ�WKH�����V�KDG�WKH�WD[�V\VWHP�UHPDLQHG
LQ�WKH�����V�DV�LW�KDG�EHHQ�LQ�WKH�����V�
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*RYHUQPHQW� VSHQGLQJ�RQ� WUDQVIHU� SURJUDPPHV� �LQ�NLQG� DQG� FDVK��� DV�ZHOO� DV
HPSOR\PHQW�JHQHUDWLRQ�SURJUDPPHV��FRQVWLWXWHG�D�VPDOO�SRUWLRQ�RI�JRYHUQPHQW
H[SHQGLWXUH� �DERXW� ���� SHU� FHQW� LQ� ��������� DQG� YDULRXV� SURJUDPPHV� DUH� QRW
ZHOO�WDUJHWHG�WRZDUGV�UHJLRQV�ZLWK�D�KLJK�LQFLGHQFH�RI�SRYHUW\�DQG�LQHTXDOLW\�
'HVSLWH� WKH� LQFUHDVH� LQ� LQFRPH� LQHTXDOLW\��JRYHUQPHQW�VSHQGLQJ�RQ�HGXFDWLRQ
DQG�KHDOWK�KDV�UHPDLQHG�VWHDG\�LQ�WKH�ODVW�WZR�GHFDGHV�DW�DERXW����SHU�FHQW�DQG
�� SHU� FHQW� RI� WRWDO� H[SHQGLWXUHV�� UHVSHFWLYHO\�� 7KHUH� LV� QR� EHQHILW� LQFLGHQFH
VWXG\�RI�JRYHUQPHQW�WUDQVIHU�SURJUDPPHV�RU�VRFLDO�VSHQGLQJ�WKDW�FDQ�EH�XVHG
WR�DQDO\VH�WKH�LQFLGHQFH�VWUXFWXUH�RI�SDVW�VSHQGLQJ�

,,, 6800$5<�$1'�&21&/86,216

7KRXJK� WKH� DPRXQW�RI� LQFRPH�GLVWULEXWLRQ�GDWD� IRU�GHYHORSLQJ� DQG� WUDQVLWLRQ
FRXQWULHV� LV�JURZLQJ�� LW� LV� VWLOO� QRW� DGHTXDWH��7KH� DYDLODEOH� GDWD� LQGLFDWH� WKDW�
ZLWKRXW� WKH� HIIHFWV� RI� UHGLVWULEXWLYH� WD[� DQG� WUDQVIHU� SURJUDPPHV�� LQFRPH
LQHTXDOLW\� LV� ORZHU�� RQ� DYHUDJH�� LQ� GHYHORSLQJ� FRXQWULHV� WKDQ� LQ� LQGXVWULDO
FRXQWULHV�� +RZHYHU�� ZKLOH� LQGXVWULDO� FRXQWULHV� LPSURYH� LQFRPH� GLVWULEXWLRQ
HIIHFWLYHO\� WKURXJK� WD[HV� DQG� WUDQVIHUV�� GHYHORSLQJ� FRXQWULHV� GR� QRW� KDYH
DGHTXDWH�UHGLVWULEXWLYH�SURJUDPPHV�WR�DFKLHYH�D�SRVW�WD[��SRVW�WUDQVIHU�LQFRPH
HTXDOLW\�FRPSDUDEOH�WR�WKDW�LQ�LQGXVWULDO�FRXQWULHV�

�� $FFRUGLQJ�WR� WKH�GDWD�ZKLFK�KDYH�EHHQ�FRPSLOHG�E\�'HLQLQJHU�DQG�6TXLUH
������� DQG� ZKLFK� DUH� EURDGO\� FRPSDUDEOH� LQWHUWHPSRUDOO\� DQG
LQWHUQDWLRQDOO\�� WKH� EHIRUH�WD[� �EXW� DIWHU�WUDQVIHU�� *LQL� FRHIILFLHQWV� IRU
GHYHORSLQJ� �DQG� WUDQVLWLRQ�� FRXQWULHV� DUH�� RQ� DYHUDJH�� ORZHU� WKDQ� WKH

PDUNHW�LQFRPH
� *LQL� FRHIILFLHQWV� FRPSLOHG� E\� WKH� 2(&'� IRU� LQGXVWULDO
FRXQWULHV��,Q�WKH�����V��WKH�IRUPHU�DYHUDJHG����SHU�FHQW��WKH�ODWWHU�DYHUDJHG
���SHU�FHQW�

�� 7KHUH� DUH� LQGLFDWLRQV� WKDW� WKH� WD[� DQG� WUDQVIHU� SURJUDPPHV� LQ� GHYHORSLQJ
�DQG�WUDQVLWLRQ��FRXQWULHV�DUH�QRW�DV�HIIHFWLYH�DV�WKRVH�LQ�LQGXVWULDO�FRXQWULHV�
7KH� EHIRUH�WD[� DQG� DIWHU�WD[� *LQL� YDOXHV� IRU� WZR� VHSDUDWH� JURXSV� RI
GHYHORSLQJ�FRXQWULHV�DYHUDJH��UHVSHFWLYHO\�����SHU�FHQW�DQG����SHU�FHQW��7KH
GLIIHUHQFH� GRHV� QRW� H[FHHG� IRXU� SHUFHQWDJH� SRLQWV� EHWZHHQ� WKH
FRUUHVSRQGLQJ�*LQLV� IRU� WKH� WZR�WUDQVLWLRQ�FRXQWULHV� IRU�ZKLFK�FRPSDUDEOH
GDWD�DUH�DYDLODEOH�

�� ([LVWLQJ�VWXGLHV�RQ�WD[�DQG�WUDQVIHU�LQFLGHQFH�VXSSRUW�WKH�DUJXPHQW�WKDW�WKH
UHGLVWULEXWLYH� HIIHFWV� RI� WKHVH� SURJUDPPHV� DUH� QRW� DV� ODUJH� LQ� GHYHORSLQJ
FRXQWULHV�DV�WKH\�DUH�LQ�LQGXVWULDO�FRXQWULHV���6HH�EHORZ��
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6WXGLHV�RI�WD[�LQFLGHQFH�VXJJHVW� WKDW� WKH�UHGLVWULEXWLYH�HIIHFWV�RI� WKH�WD[HV�DUH
PLQRU�LQ�GHYHORSLQJ��DQG�WUDQVLWLRQ��FRXQWULHV�

�� 7KH� WD[� VWUXFWXUH� LQ� GHYHORSLQJ� FRXQWULHV� LV� GRPLQDWHG� E\� LQGLUHFW� WD[HV�
ZLWK�RQO\�D�OLPLWHG�PHQX�RI�FDSLWDO�DQG�ZHDOWK�WD[HV��,Q�JHQHUDO��ZHDN�WD[
DGPLQLVWUDWLRQ� LQ� WKHVH� FRXQWULHV� JLYHV� ULVH� WR� WD[� HYDVLRQ�� D� PDUNHG
GLIIHUHQFH�EHWZHHQ�GH�MXUH�DQG�GH�IDFWR�WD[�UHJLPHV�DQG�D�ORZ�WD[�WR�*'3
UDWLR�� 7KHVH� FRXQWULHV� KDYH� RQO\� OLPLWHG� IRUPDO� FDVK� WUDQVIHU� DQG� VRFLDO
SURWHFWLRQ�SURJUDPPHV��7KHVH� IHDWXUHV�FDVW�GRXEW�RQ� WKH�DELOLW\�RI� WKH� WD[
�DQG� WUDQVIHU�� SROLFLHV� LQ� GHYHORSLQJ� FRXQWULHV� WR� UHGLVWULEXWH� LQFRPH
HIIHFWLYHO\��&RUUXSWLRQ�DQG�SRRU�JRYHUQDQFH�DOVR�OLPLW� WKH�HIIHFWLYHQHVV�RI
WD[HV�DQG�WUDQVIHUV�DV�UHGLVWULEXWLYH�LQVWUXPHQWV�

�� 2QO\� ��� RI� WKH� ��� RYHUDOO� WD[� V\VWHPV� VWXGLHG� KDYH� EHHQ� IRXQG� WR� EH
SURJUHVVLYH�� WKH� UHVW� DUH� HLWKHU� SURSRUWLRQDO�� RU� UHJUHVVLYH�� 2YHU� WLPH�� WKH
SURJUHVVLYLW\�KDV�GHFOLQHG�LQ�VHYHUDO�GHYHORSLQJ�FRXQWULHV�

�� ,W�VKRXOG�EH�QRWHG��KRZHYHU�� WKDW�WKH�VXUYH\�KDV�IRXQG�WKDW����WD[�V\VWHPV
DUH�SURJUHVVLYH��,Q�SDUWLFXODU��PRVW�LQFRPH�WD[HV�DUH�SURJUHVVLYH�

7KH� HGXFDWLRQ�� KHDOWK� DQG� WUDQVIHU� SURJUDPPHV� LQ� GHYHORSLQJ� FRXQWULHV�� LQ
JHQHUDO�� VKRZHG� D� SURJUHVVLYH� LQFLGHQFH�� EXW� PDQ\� RI� WKHP� ZHUH� QRW� ZHOO
WDUJHWHG�

�� $OO� SULPDU\� DQG� VHFRQGDU\� HGXFDWLRQ� SURJUDPPHV�� EXW� RQO\� KDOI� RI� WKH
WHUWLDU\� HGXFDWLRQ� SURJUDPPHV� DVVHVVHG� H[KLELWHG� SURJUHVVLYH� LQFLGHQFH�
7KH� WDUJHWLQJ�� KRZHYHU�� ZDV� OHVV� HIIHFWLYH�� :KLOH� DOO� KHDOWK� SURJUDPPHV
ZHUH�SURJUHVVLYH��RQO\�KDOI�RI�WKHP�ZHUH�ZHOO�WDUJHWHG�

�� :KLOH� ��� RI� WKH� ��� WUDQVIHU� SURJUDPPHV�ZHUH� SURJUHVVLYH�� QLQH�ZHUH� QRW
ZHOO�WDUJHWHG�

�� 7KH� LQFLGHQFH� RI� JRYHUQPHQW� VSHQGLQJ� SURJUDPPHV� LV� QRW� HDV\� WR� DVVHVV
EHFDXVH� WKH� HIIHFWLYHQHVV� RI� WKHVH� SURJUDPPHV� LV� FUXFLDO�� )RU� H[DPSOH�
JRYHUQPHQW� H[SHQGLWXUH� RQ� DQ� LQHIIHFWLYH� SULPDU\� HGXFDWLRQ� SURJUDPPH
PLJKW� HQG� XS� EHLQJ� D� PHUH� FDVK� WUDQVIHU� WR� WHDFKHUV� UDWKHU� WKDQ� D� GLUHFW
EHQHILW�IRU�VFKRROFKLOGUHQ�

,Q�UHFHQW�GHFDGHV��PDQ\�GHYHORSLQJ�FRXQWULHV�KDYH�H[SHULHQFHG�DQ�LQFUHDVH�LQ
LQFRPH�LQHTXDOLW\�LQ�WHUPV�RI�ERWK�EHIRUH�WD[�DQG�DIWHU�WD[�PHDVXUHV�
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�� 7KH� H[SHULHQFHV� RI� WKH� ����V���V� DQG� RI� WKH� ����V���V� DSSHDU� VRPHZKDW
GLIIHUHQW��,Q�WKH�����V�DQG�����V��EDVHG�RQ�WKH�GDWD�IRU�D�OLPLWHG�VDPSOH�RI
GHYHORSLQJ�FRXQWULHV��WKH�DYHUDJH�*LQL�FRHIILFLHQW�UHPDLQHG�XQFKDQJHG��EXW
WKH�*LQL�FRHIILFLHQWV�IRU�LQGLYLGXDO�FRXQWULHV�LQFUHDVHG�RU�GHFOLQHG��LQ�VRPH
FDVHV�VLJQLILFDQWO\�

�� ,Q� WKH� ����V� DQG� ����V�� EDVHG� RQ� WKH� GDWD� IRU� D� OLPLWHG� VDPSOH� RI
GHYHORSLQJ�DQG�WUDQVLWLRQ�FRXQWULHV��WKH�*LQL�FRHIILFLHQWV�IRU�PRVW�FRXQWULHV
LQFUHDVHG�� VXEVWDQWLDOO\� LQ� VRPH� FDVHV�� 7KH� WD[� DQG� WUDQVIHU� SROLFLHV� LQ
GHYHORSLQJ� DQG� WUDQVLWLRQ� HFRQRPLHV� ZHUH� QRW� VXIILFLHQWO\� HIIHFWLYH� LQ
OLPLWLQJ�WKH�LQFUHDVH�LQ�DIWHU�WD[�DQG�DIWHU�WUDQVIHU�*LQL�FRHIILFLHQWV�

�� ,QGXVWULDO�FRXQWULHV�DOVR�H[SHULHQFHG�D�ODUJH�LQFUHDVH�LQ�PDUNHW�LQFRPH�*LQL
FRHIILFLHQWV�� 5HODWLYH� WR� GHYHORSLQJ� DQG� WUDQVLWLRQ� FRXQWULHV�� KRZHYHU�
LQGXVWULDO� FRXQWULHV� VXFFHVVIXOO\� XVHG� WKHLU� WD[HV� DQG� WUDQVIHUV� WR� OLPLW� WKH
LQFUHDVH�LQ�GLVSRVDEOH�LQFRPH�*LQL�FRHIILFLHQWV���

�� :KLOH�PDQ\�JOREDO�DQG�FRXQWU\�VSHFLILF�IDFWRUV�PD\�EH�FRQWULEXWLQJ�WR�WKH
ZLGHVSUHDG�LQFUHDVHV� LQ� LQFRPH�LQHTXDOLW\�� LW�DSSHDUV� WKDW�VRXQG�HFRQRPLF
DQG� VRFLDO� SROLFLHV� KHOS� HLWKHU� OLPLW� D� GHWHULRUDWLRQ�� RU� DFKLHYH� DQ
LPSURYHPHQW�LQ�LQFRPH�GLVWULEXWLRQ��+LJK�HFRQRPLF�JURZWK�DORQH�GRHV�QRW
DSSHDU�WR�HQVXUH�DQ�LPSURYHPHQW�LQ�LQFRPH�GLVWULEXWLRQ�

�� 3RVVLEOH�IDFWRUV�XQGHUO\LQJ�WKHVH�FKDQJHV�DUH�WKH�LPSDFW�RQ�PLGGOH�LQFRPH
GHYHORSLQJ�FRXQWULHV�RI�WKH�RSHQLQJ�XS�RI�ORZ�LQFRPH�GHYHORSLQJ�FRXQWULHV
DQG�FKDQJHV�LQ�VRFLDO�QRUPV��7KH�RSHQLQJ�XS�RI�ORZ�LQFRPH�FRXQWULHV�PD\
KDYH�DQ�DGYHUVH�HIIHFW�RQ�WKH�ZDJHV�RI�XQVNLOOHG�ZRUNHUV�LQ�PLGGOH�LQFRPH
GHYHORSLQJ�FRXQWULHV�

�� &RXQWULHV� WKDW� SXUVXHG� VRXQG� PDFURHFRQRPLF� DQG� VWUXFWXUDO� SROLFLHV�
LQFOXGLQJ� VRXQG� VRFLDO� SROLFLHV�� LPSURYHG� LQFRPH� GLVWULEXWLRQ�� LQ� VSLWH� RI
WKH� OLPLWHG� HTXLW\� REMHFWLYHV� RI� WKH� WD[� UHIRUPV�� )RU� H[DPSOH�� VRPH
FRXQWULHV� �IRU� LQVWDQFH�� -DPDLFD� DQG� ,QGRQHVLD�� LPSURYHG� LQFRPH
GLVWULEXWLRQ�� LQ� VSLWH� RI� WKH� OLPLWHG� HTXLW\� RULHQWDWLRQ� RI� WKHLU� WD[� UHIRUP
HIIRUWV�� 7KH� H[SHULHQFHV� RI� ���2(&'� FRXQWULHV� LQ� WKH� ODWH� ����V� DQG� WKH
HDUO\�����V�DOVR�VKRZ�WKH�OLPLWHG�UHGLVWULEXWLYH�HIIHFW�RI�FHUWDLQ�WD[HV��)RU
H[DPSOH�� VWXGLHV� RI� LQGXVWULDO� FRXQWULHV� KDYH� IRXQG� QR� HYLGHQFH� IRU� D

������������������������������������������
���7KH�LPSOLFDWLRQV�RI�WKLV�UHGLVWULEXWLYH�HIIRUW�IRU�DQ�LPSURYHPHQW�RI�VRFLDO�LQGLFDWRUV�LV�D
VHSDUDWH�LVVXH��6HH�7DQ]L�DQG�6FKXNQHFKW��������IRU�D�GLVFXVVLRQ�RI�KRZ�WKH�ODUJH�LQFUHDVH
LQ�WUDQVIHU�SURJUDPPHV�LQ�LQGXVWULDO�FRXQWULHV�LQ�UHFHQW�GHFDGHV�KDV�KDG�RQO\�D�OLPLWHG�HIIHFW
RQ�VRFLDO�LQGLFDWRUV�LQ�WKHVH�FRXQWULHV�
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SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�WKH�SURJUHVVLYLW\�RI�WKH�SHUVRQDO�LQFRPH�WD[�RQ
WKH� RQH� KDQG� DQG� WKH� GLIIHUHQFH� EHWZHHQ� EHIRUH�WD[� DQG� DIWHU�WD[� *LQL
FRHIILFLHQWV�RQ�WKH�RWKHU���

�� 7KH� XVH� RI� WD[� LQVWUXPHQWV� IRU� UHGLVWULEXWLRQ� UHPDLQV� DQ� LQWHUHVWLQJ� LVVXH
WKDW� QHHGV� WR� EH� H[SORUHG� IXUWKHU�� 7KH� VXUYH\� ILQGV� LQFRPH� WD[HV� WR� KDYH
SURJUHVVLYH� LQFLGHQFH�� 6KRXOG� GHYHORSLQJ� FRXQWULHV� DFWLYHO\� SURPRWH� DQ
H[SDQVLRQ� RI� WKHVH� WD[HV"� $OWHUQDWLYHO\�� VKRXOG� GHYHORSLQJ� FRXQWULHV
SURPRWH� DQ� LQFUHDVH� LQ� WD[� UHYHQXH� DQG� XVH� WKH� UHYHQXH� WR� H[SDQG� ZHOO�
WDUJHWHG� VRFLDO� SURJUDPPHV"� 7KLV� TXHVWLRQ� ZRXOG� EH� GLIILFXOW� WR� DQVZHU
ZLWKRXW�FRQVLGHULQJ�WKH�VSHFLILF�FLUFXPVWDQFHV�RI�LQGLYLGXDO�FRXQWULHV�VXFK
DV�WKH�QDWXUH�RI�WKH�WD[�UHJLPH�DQG�RI�WD[�DGPLQLVWUDWLRQ��&RXQWULHV�WKDW�KDYH
WKH� FDSDFLW\� WR� LQFUHDVH� WD[� UHYHQXH� DQG� IDYRXU� D� GHJUHH� RI� SURJUHVVLYLW\
ZLWKRXW� FDXVLQJ� GLVLQFHQWLYH� HIIHFWV� RQ� ZRUN� HIIRUWV� ZRXOG� HQULFK� WKHLU
UHGLVWULEXWLYH� SROLF\� LQVWUXPHQWV�� 7KH� HFRQRPHWULF� HVWLPDWLRQ� RI� WKH� *LQL
HTXDWLRQV��KRZHYHU��VXJJHVWV�WKDW�WKH�PDJQLWXGH�RI�WKH�HIIHFW�PD\�EH�VPDOO�
,I� WKH� SURJUHVVLYLW\� RI� WKH� WD[� V\VWHP� LV� DFKLHYHG� DW� WKH� FRVW� RI� UHYHQXH
�UHODWLYH�WR�WKH�FDVH�RI�D�QHXWUDO�WD[�UHJLPH��� WKH�JDLQV� LQ� UHGLVWULEXWLRQ�RQ
WKH� WD[� VLGH� FRXOG� EH� PRUH� WKDQ� RIIVHW� E\� WKH� ORVW� RSSRUWXQLWLHV� WR� XVH
SURJUHVVLYH�H[SHQGLWXUH�SROLF\�LQVWUXPHQWV�

������������������������������������������
���6HH�:DJVWDII�HW�DO����������7KH�EHIRUH�WD[�DQG�DIWHU�WD[�*LQLV�UHIHU�WR�WKH�*LQL�EDVHG�RQ
WKH�SHUVRQDO�LQFRPH�WD[�DORQH�



TABLE 10:   TAX INCIDENCE STUDIES, 1975-98: SUMMARY OF CHARACTERISTICS

Author/s, Year Country/ies Period Inc. Concept Households,
Individuals
Covered

Taxes Included Measures of
Progressivity(a

Author’s Conclusions(b

COUNTRY STUDIES

Chowdhury 1988 Bangladesh 1980-84 taxable inc. CA & NCA(c inc. tax not indicated regressive in CAs, some degree of
progression in NCAs

Hassan, Bogetiü
1996

Bulgaria 1992 household inc. &
expend.

all inc. tax not indicated modest progression

Milanovic 1994 Bulgaria 1989 household inc. all payroll tax Gini coefficients small impact payroll taxes increase inc.
concentration by 1.1

Foxley 1979 Chile 1969 household inc. &
expend.

all direct & indirect not indicated semi-proportional

Engel, Galetovic,
Raddatz 1998

Chile 1996 household inc. &
expend.

all direct & indirect Gini coeff. slightly regressive

Gillis, McLure
1978

Colombia 1974 national inc. high inc. direct & indirect not indicated progressive

Berry, Soligo 1980 Colombia 1970 household inc. &
expend.

all direct & indirect not indicated substantial progressivity

Chia, Wahba,
Whalley 1992

Côte d'Ivoire 1986 gross household
inc.

all direct, indirect plus
subsidy

welfare impact large redistributive effect but criss-
crosses rich-poor spectrum

Holthus, Shams
1994

Côte d'Ivoire Early 1990s not indicated not indicated overall tax system not indicated slight improvement in redistributive
effect

Sahn, Younger
1998

Côte d'Ivoire 1985 household inc. &
expend.

all direct & indirect concentration curves kerosene, excises, export and import
duties are regressive, rest are
progressive(d

Milanovic 1994 Czechosl. 1988 household inc. all payroll tax Gini coeff. inc. concentration slightly reduced

Santana, Rathe
1993

Dominican
Rep.

1989 household inc. all direct & indirect not indicated a degree of progressivity

El-Edel 1979 Egypt 1958-9,
1964-5,
1974-5

household inc. &
expendit.

all total net tax Gini coefficients progressive
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Author/s, Year Country/ies Period Inc. Concept Households,
Individuals
Covered

Taxes Included Measures of
Progressivity(a

Author’s Conclusions(b

Younger 1993 Ghana 1977-8,
1981-2,
1987, 1990

household inc. &
expend.

all direct & indirect progressivity
coefficient

regressive in 1977-78 and 1981-82,
but less so in 1987, then proportional
in 1990

Galper, Ramos
1992

Guatemala 1992 household inc. all overall tax system not indicated progressive

Bahl, Martinez-
Vazquez, Wallace
1996

Guatemala 1994 (est.) household inc. all overall tax system not indicated progressive

Hicks, Lee 1997 Guatemala 1992 household inc. &
expend.

all direct & indirect not indicated mildly progressive

Sahn, Younger
1998

Guinea 1993-94 household inc. &
expend.

all direct & indirect concentration curves taxes on exports and kerosene are
regressive, rest are progressive(d

Dublin 1979 Guyana 1969-70 household inc. &
expend.

all central gov’t taxes not indicated largely progressive

Milanovic 1994 Hungary 1989 household inc. all payroll & direct taxes Gini coefficients payroll taxes increase income
concentration by 1.2; direct taxes
reduce income concentration by 1.5

Jarvis, Pudney
1995

Hungary 1988-94 taxable inc. all personal income tax not indicated progressive, but progressivity
reduced over time

Toth, Abraham
1996

Hungary 1994 total declared inc. all personal income tax not indicated progressive

Kattuman,
Redmond 1997

Hungary 1987-93 household inc. all personal income tax decomposition
analysis

progressive and redistributive, but
declining in importance

Newberry,
Revesz 1997

Hungary 1991 household inc. &
expend.

all direct & indirect not indicated progressive, but reduced when
analysis is restricted to active
households

Jha, Srinivasan
1989

India 1983-84 personal expend. all indirect taxes modified Kakwani
index

mostly progressive or proportional

Murty 1989 India 1979-80 household inc. &
expend.

all commodity tax &
personal income

Atkinson index progressive
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Author/s, Year Country/ies Period Inc. Concept Households,
Individuals
Covered

Taxes Included Measures of
Progressivitya

Author’s Conclusions(b

Aggarwal 1990 India 1961-62 to
1983-84

personal inc. all personal income tax index of redistributive
impact

redistributive, despite decreasing
progressivity

Aggarwal 1991 India 1961-62 to
1983-84

personal inc. all personal income tax ’global’ index of
progressivity

redistributive, despite decreasing
progressivity

Aggarwal 1994 India 1961-62 to
1983-84

personal inc. all personal income tax RSTP and RISP
indices

redistributive, despite decreasing
progressivity

Achdut 1996 Israel 1979-93 household inc. all direct taxes decomposition
analysis

from 1979-84 taxes reduced
inequality; however, redistributive
effect weakened from 1985 onwards

Wasylenko 1986 Jamaica 1975 household inc. all direct & indirect not indicated both pro-poor and pro-rich

Bird, Miller 1989 Jamaica 1983-84 household
expend.

low income indirect taxes not indicated proportional

Wasylenko 1990 Jamaica 1983, 1986 comprehensive
household inc.

all direct & indirect not indicated in 1983, first 8 deciles progressive,
then regressive; estimated more
progressivity after reform

Alm, Bahl,
Murray 1991

Jamaica 1983 comprehensive
individual inc.

self-employed
& employees

income tax not indicated highly regressive

Sjoquist, Green
1992

Jamaica 1990-91 not indicated all not indicated not indicated slightly more progressivity after 1986
reform

Holthus, Shams
1994

Jamaica Early 1990s not indicated not indicated overall tax system not indicated no improvement in distributional
effects

Mwega 1986 Kenya 1976 household inc. all direct & indirect not indicated mixed, but broadly progressive

Heller 1981 Korea 1976 household inc. all direct, indirect &
property

not indicated roughly proportional; progressive for
top 10%

Leipziger et al.
1992

Korea 1970-86 household &
personal inc.

all overall tax system review of 4 studies neutral with respect to income
distribution

Choi 1997 Korea 1976-91 household &
personal inc.

all national & local review of 6 studies more or less regressive
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Author/s, Year Country/ies Period Inc. Concept Households,
Individuals
Covered

Taxes Included Measures of
Progressivitya

Author’s Conclusions(b

Sahn, Younger
1998

Madagascar 1993 household inc. &
expend.

all direct & indirect concentration curves taxes on exports and kerosene are
regressive, rest are progressive(d

Andic, Othman
1977

Malaysia 1970 cash & in-kind
household inc.

low income rubber export taxes,
import duties, excises,
land & religious taxes

not indicated federal taxes are progressive (export,
import, excise)

Gil-Diaz 1984 Mexico 1972, 1980 permanent
household inc.

all direct, indirect &
inflation

not indicated progressive, but uneven in 1972,
smoother in 1990

Malik, Saqib
1989

Pakistan 1978-79 household inc. all all federal taxes,
except export duties

Suits index slightly progressive

Escobal et al.
1993

Peru 1985-90 household
expend.

all fuel taxes not indicated gasoline tax is progressive, kerosene
tax is regressive.

Yoingco,
Guevara 1993

Philippines 1990 gross household
inc.

all direct & indirect not indicated generally progressive, though some
regressivity in first quintile noted

Devarajan,
Hossain 1998

Philippines 1988, 1989 household inc. all direct & indirect not indicated basically neutral

Milanovic 1994 Poland 1989 household inc. all payroll tax Gini coefficients income concentration increased by 1

Bolkowiak et al.
1996

Poland 1994 gross household
inc.

employees,
pensioners

direct taxes not indicated progressive over first 4 quintiles, then
regressive

Bolkowiak et al.
1996

Poland 1994 gross household
inc.

employees,
pensioners

indirect taxes not indicated progressive among employees, U-
shaped among pensioners

Huang 1976 Tanzania 1971 household inc. all direct & indirect not indicated progressive

Sahn, Younger
1998

Tanzania 1991, 1995 household inc. &
expend.

all direct & indirect concentration curves kerosene tax is regressive, rest are
progressive(d

Kibuka 1977 Uganda 1961-70 household inc. &
expend.

all direct & indirect not indicated progressive, biased against rural
households

Kakwani 1996 Ukraine 1989,
1991+2

personal inc. all personal income tax Gini coefficient,
progressivity index

increasing progressivity

Milanovic 1994 Yugoslavia 1989 household inc. all payroll & direct taxes Gini coefficients direct taxes no impact; payroll taxes
reduced income inequality by 0.6

��



Author/s, Year Country/ies Period Inc. Concept Households,
Individuals
Covered

Taxes Included Measures of
Progressivitya

Author’s Conclusions(b

SURVEYS

McLure 1977 Colombia 1970 progressive, but not smooth
Brazil 1962-63
Pakistan 1966-67
India 1963-64
Gujarat 1967-68
Mysore 1968-69
Lebanon 1968
Jamaica 1971-72

Shah, Whalley
1990

Pakistan overall tax system is broadly progressive

Colombia
Sri Lanka
Jamaica
Brazil
Jamaica

Thirsk 1997(e Bolivia no reform has led to progressive
distribution of burden

Colombia
Indonesia
Jamaica
Korea
Mexico
Morocco
Turkey

Sources: As indicated.

Notes: a. Unless otherwise indicated, these studies do not employ an explicit quantitative measure of progressivity or redistributive impact.
Instead, effective tax rates by income groups are visually inspected. b. When several types of taxes are included in the study, the
conclusion refers to the overall tax burden (for example, direct, plus indirect taxes), unless otherwise indicated. c. Company
assessees (CAs) and non-company assessees (NCAs). d. Progressive taxes include the value-added tax, all excise taxes, taxes on
wages, transport and gasoline and, except for Côte d'Ivoire, import duties. e. Thirsk's paper is an overview chapter from an anthology
of articles on tax reform in developing countries and not, strictly speaking, a review of the literature.
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TABLE 11:   THIRTY DEVELOPING AND TRANSITION COUNTRIES: INCOME DISTRIBUTION, 1970s-90s

Gini Coefficient Total Observations Years Covered*
Country Decade Before-Tax After-Tax Difference Before-Tax After-Tax Before-Tax After-Tax

Armenia 1990s 26.9 56.4 29.5 1 4 1990 1994-97
Belarus 1990s 25.9 24.6 -1.3 2 3 1990, 1995 1995-97
Brazil 1970s 56.2 55.3 -0.9 8 1 1970, 1972, 1976, 1978-79 1974
Bulgaria 1990s 28.2 33.4 5.3 9 7 1990-93, 1996 1992-97
China 1970s 27.3 31.7 4.5 2 1 1970, 1975 1978

1980s 31.7 33.3 1.6 10 2 1980, 1982-89 1983, 1988
1990s 36.2 43.0 6.8 3 1 1990-92 1995

Czech Republic 1990s 28.3 22.1 -6.1 1 13 1994 1990-97
Ecuador 1990s 51.5 43.0 -8.5 2 1 1993-94 1994
Estonia 1990s 36.2 37.6 1.4 19 9 1990, 1993-96 1992-98
Georgia 1990s 29.1 55.3 26.2 1 2 1990 1996-97
Hungary 1980s 26.9 22.4 -4.5 1 7 1989 1982, 1987, 1989

1990s 28.1 26.3 -1.9 2 12 1991 1991, 1993-97
India 1970s 40.5 30.9 -9.6 1 4 1975 1970, 1972-73, 1977
Indonesia 1970s 42.7 36.6 -6.1 1 2 1976 1976, 1978
Latvia 1990s 24.0 32.2 8.2 1 1 1990 1996
Mauritius 1980s 45.7 39.6 -6.1 1 1 1980 1986
Mexico 1970s 52.5 51.0 -1.5 3 3 1975, 1977 1975, 1977

1980s 50.6 55.0 4.4 5 1 1984, 1989 1989
Nepal 1970s 50.2 53.0 2.8 1 1 1976 1977
Nigeria 1980s 35.7 37.0 1.4 2 1 1981-82 1986
Pakistan 1970s 33.5 31.2 -2.3 6 3 1970-71, 1979 1970-71, 1979

1980s 33.4 32.0 -1.4 3 4 1985, 1987-88 1985-88
Peru 1980s 49.3 42.8 -6.6 1 1 1981 1986
Poland 1970s 24.5 25.8 1.3 2 1 1978-79 1976

1980s 26.0 25.3 -0.7 14 17 1980-89 1983-89
1990s 29.5 27.6 -1.9 8 14 1990-93 1990-97
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Gini Coefficient Total Observations Years Covered*
Country Decade Before-Tax After-Tax Difference Before-Tax After-Tax Before-Tax After-Tax

Romania 1980s 31.2 23.4 -7.8 1 1 1989 1989
1990s 27.6 24.2 -3.4 3 3 1991-92, 1994 1990-92

Russian Federation 1990s 29.8 45.5 15.7 4 2 1990, 1994-96 1992, 1995
Singapore 1970s 38.7 34.0 -4.7 3 1 1973, 1978 1978

1980s 41.3 35.5 -5.9 6 3 1980, 1983, 1988-89 1983, 1988
1990s 37.8 37.9 0.0 1 2 1993 1993

Slovak Republic 1980s 22.1 18.6 -3.5 1 3 1989 1988-89
1990s 23.7 20.2 -3.4 6 14 1990-93 1990-97

Slovenia 1990s 27.1 23.5 -3.6 2 3 1992-93 1991-93
Taiwan 1970s 29.3 28.9 -0.3 3 20 1970-72 1970, 1972-79

1980s 32.5 29.0 -3.5 2 33 1986 1980-89
1990s 31.3 30.7 -0.5 2 25 1991 1990-97

Tunisia 1970s 53.0 44.0 -9.0 1 1 1971 1975
USSR 1990s 28.1 30.5 2.4 1 1 1990 1993
Yugoslavia, FR 1990s 31.3 33.5 2.2 1 8 1997 1990-97
Yugoslavia 1970s 34.5 22.0 -12.5 2 1 1978 1978
Average 1990s 30.6 34.1 3.5 4 7

1980s 35.5 32.8 -2.7 4 6
1970s 40.2 37.0 -3.2 3 3

Source: WIDER Inequality database.
* Some years may have multiple observations from various different original sources.
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TABLE 12:   TAXES AND INCOME DISTRIBUTION: SELECTED STUDIES

Gini Coefficient
Country Year Before-

Tax
After-
Tax

Difference Type of Tax Source

Bulgaria 1989 24.5 25.6 1.1 payroll tax Milanovic, 1994

Chile 1996 48.8 49.6 0.8 direct and indirect Engel, Galetovic,
Raddatz, 1998

Czechosl. 1988 26.9 26.0 -0.9 payroll tax Milanovic, 1994

Egypt 1958-9 44.5 43.0 -1.5 direct and indirect El-Edel, 1979

Egypt 1964-5 43.1 41.8 -1.3 direct and indirect El-Edel, 1979

Egypt 1974-5 43.1 42.2 -0.9 direct and indirect El-Edel, 1979

Hungary 1989 30.4 31.6 1.2 payroll tax Milanovic, 1994

Hungary 1989 24.8 23.3 -1.5 direct personal tax Milanovic, 1994

Poland 1989 33.5 34.5 1.0 payroll tax Milanovic, 1994

Ukraine 1989 26.5 25.8 -0.7 direct taxes Kakwani, 1996

Ukraine 1991 21.8 21.2 -0.6 direct taxes Kakwani, 1996

Ukraine 1992 23.4 22.6 -0.8 direct taxes Kakwani, 1996

Yugoslavia 1989 38.7 38.1 -0.6 payroll tax Milanovic, 1994

Yugoslavia 1989 37.9 37.9 0.0 direct personal tax Milanovic, 1994

Average 33.4 33.1 -0.3

Sources: as indicated.



��

5()(5(1&(6

$DURQ�� +HQU\� DQG� 0DUWLQ� 0F*XLUH� �������� 
3XEOLF� *RRGV� DQG� ,QFRPH
'LVWULEXWLRQ
��(FRQRPHWULFD��9RO������1R������������

$FKGXW��/HD���������
,QFRPH�,QHTXDOLW\��,QFRPH�&RPSRVLWLRQ��0DFURHFRQRPLF
7UHQGV��,VUDHO���������
��(FRQRPLFD��9RO������VXSSOHPHQW��6�����

$JJDUZDO�� 3DZDQ� .�� �������� 
$Q� (PSLULFDO� $QDO\VLV� RI� WKH� 5HGLVWULEXWLYH
,PSDFW�RI� WKH�3HUVRQDO� ,QFRPH�7D[��$�&DVH�6WXG\�RI� ,QGLD
��3XEOLF�)LQDQFH�
9RO�������������

$JJDUZDO��3DZDQ�.����������
$�1HZ�*OREDO�0HDVXUH�RI�3URJUHVVLYLW\
��1,3)3
:RUNLQJ�3DSHUV��1R��������1HZ�'HOKL��1DWLRQDO�,QVWLWXWH�RI�3XEOLF�)LQDQFH�DQG
3ROLF\��1HZ�'HOKL�

$JJDUZDO�� 3DZDQ� .�� �������� 
$� /RFDO� 'LVWULEXWLRQ� 0HDVXUH� RI� 7D[
3URJUHVVLYLW\
��3XEOLF�)LQDQFH��9RO�����������

$KXMD�� 9LQRG�� %HQX� %LGDQL�� )UDQFLVFR� )HUUHLUD� DQG�0LFKDHO� :DOWRQ� �������
(YHU\RQH
V�0LUDFOH"��5LVLQJ�3RYHUW\�DQG�,QHTXDOLW\�LQ�(DVW�$VLD��:RUOG�%DQN�
:DVKLQJWRQ��'&�

$OHVLQD�� $OEHUWR� �������� 
7RR� /DUJH� DQG� WRR� 6PDOO� *RYHUQPHQWV
�� LQ� 9LWR
7DQ]L��.H�\RXQJ�&KX�DQG�6DQMHHY�*XSWD� �HGV���(FRQRPLF�3ROLF\�DQG�(TXLW\�
,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ��'&�

$OP��-DPHV��5R\�:��%DKO�DQG�0DWWKHZ�1��0XUUD\���������
7D[�%DVH�(URVLRQ
LQ�'HYHORSLQJ�&RXQWULHV
��(FRQRPLF�'HYHORSPHQW�DQG�&XOWXUDO�&KDQJH��9RO�
����1R�����-XO\����������

$QGLF�� )XDW�0�� DQG�$ULV�%LQ�2WKPDQ� �������� 
3RYHUW\� DQG�7D[� ,QFLGHQFH� LQ
:HVW�0DOD\VLD
��3XEOLF�)LQDQFH�4XDUWHUO\��9RO�����1R������������

$QLQDW��(GXDUGR��$QGUHDV�%DXHU�DQG�.HYLQ�&RZDQ���������
$GGUHVVLQJ�(TXLW\
,VVXHV�LQ�3ROLF\PDNLQJ��/HVVRQV�IURP�WKH�&KLOHDQ�([SHULHQFH
�� LQ�9LWR�7DQ]L�
.H�\RXQJ� &KX� DQG� 6DQMHHY� *XSWD� �HGV��� (FRQRPLF� 3ROLF\� DQG� (TXLW\�
,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ��'&�

$WNLQVRQ��$��%����������
(TXLW\�,VVXHV�LQ�D�*OREDOL]LQJ�:RUOG��7KH�([SHULHQFH
RI�2(&'�&RXQWULHV
�� LQ�9LWR�7DQ]L��.H�\RXQJ�&KX�DQG�6DQMHHY�*XSWD� �HGV��
(FRQRPLF�3ROLF\�DQG�(TXLW\��,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ��'&�

%DKO��5R\�:��� -RUJH�0DUWLQH]�9D]TXH]� DQG� 6DOO\�:DOODFH� �HGV�� ��������7KH
*XDWHPDODQ�7D[�5HIRUP��:HVWYLHZ�3UHVV��%RXOGHU��&2�

%HUU\��5��$OEHUW�DQG�5RQDOG�6ROLJR��HGV����������(FRQRPLF�3ROLF\�DQG�,QFRPH
'LVWULEXWLRQ�LQ�&RORPELD��:HVWYLHZ�3UHVV��%RXOGHU��&2�



��

%LUG��5LFKDUG�0��DQG�/XF�GH�:XOI��������� 
7D[DWLRQ�DQG�,QFRPH�'LVWULEXWLRQ
LQ�/DWLQ�$PHULFD��$�&ULWLFDO�5HYLHZ�RI�(PSLULFDO�6WXGLHV
�� ,0)�6WDII�3DSHUV�
9RO������1R������������

%LUG��5LFKDUG�0��DQG�%DUEDUD�'LDQH�0LOOHU��������� 
7KH�,QFLGHQFH�RI�,QGLUHFW
7D[HV� RQ� /RZ� ,QFRPH� +RXVHKROGV� LQ� -DPDLFD
�� (FRQRPLF� 'HYHORSPHQW� DQG
&XOWXUDO�&KDQJH��9RO������1R�������������

%RONRZLDN��,]DEHO�HW�DO����������
7D[�%XUGHQ�RQ�*URVV�,QFRPHV�RI�+RXVHKROGV
�
,QVWLWXWH�RI�)LQDQFH�:RUNLQJ�3DSHUV��1R������,QVWLWXWH�RI�)LQDQFH��:DUVDZ�

%RYHQEHUJ�� /DQV� $�� �������� 
,QGLUHFW� 7D[DWLRQ� LQ� 'HYHORSLQJ� &RXQWULHV�� $
*HQHUDO�(TXLOLEULXP�$SSURDFK
��,0)�6WDII�3DSHUV��9RO������1R������������

&DVWUR�/HDO�� )ORUHQFLD� 'D\WRQ�� /LRQHO� 'HPHU\� DQG� .DOSDQD� 0HKUD� �������

3XEOLF�6RFLDO�6SHQGLQJ�LQ�$IULFD��'R�WKH�3RRU�%HQHILW"
��:RUOG�%DQN�5HVHDUFK
2EVHUYHU��9RO������1R�����������

&KLD�� 1JHH�&KRRQ�� 6DGHN� :DKED� DQG� -RKQ� :KDOOH\� �������� 7D[� ,QFLGHQFH
$QDO\VLV� LQ� 'HYHORSLQJ� &RXQWULHV�� 7KH� &DVH� RI� &{WH� G
,YRLUH�� :RUOG� %DQN�
:DVKLQJWRQ��'&�

&KRL��.ZDQJ� �������� 
7D[�3ROLF\�5HIRUPV� LQ�.RUHD
�� LQ�:D\QH�7KLUVN� �HG���
7D[�5HIRUP�LQ�'HYHORSLQJ�&RXQWULHV��:RUOG�%DQN��:DVKLQJWRQ��'&�

&KRZGKXU\��1XLPXGGLQ� �������� 
,QFRPH�7D[� ,QFLGHQFH� LQ�%DQJODGHVK�������
��
��%DQJODGHVK�'HYHORSPHQW�6WXGLHV��9RO������6HSWHPEHU��������

&KRZGKXU\�� 2VPDQ� +�� �������� 
5HYHQXH� 1HXWUDO� 9DOXH�$GGHG� 7D[� LQ
%DQJODGHVK��6RPH�*HQHUDO�(TXLOLEULXP�,OOXVWUDWLRQV
��%DQJODGHVK�'HYHORSPHQW
6WXGLHV��9RO������1R�����������

&ODUHWH��5DPRQ��/����������
$�*HQHUDO�(TXLOLEULXP�$QDO\VLV�RI�WKH�7D[�%XUGHQ
DQG� ,QVWLWXWLRQDO�'LVWRUWLRQV� LQ� WKH� 3KLOLSSLQHV
�� LQ� -DYDG� .KDOLO]DGHK�6KLUD]L
DQG� $QZDU� 6KDK� �HGV��� 7D[� 3ROLF\� LQ� 'HYHORSLQJ� &RXQWULHV�� $� :RUOG� %DQN
6\PSRVLXP��:RUOG�%DQN��:DVKLQJWRQ��'&�

'DYRRGL��+DPLG�5��DQG�6ZDLWUHH�6DFKMDSLQDQ��IRUWKFRPLQJ��� 
+RZ�8VHIXO�DUH
%HQHILW�,QFLGHQFH�6WXGLHV
��,0)�:RUNLQJ�3DSHUV�

'HLQLQJHU�� .ODXV� DQG� /\Q� 6TXLUH� �������� 
$� 1HZ� 'DWD� 6HW� IRU� 0HDVXULQJ
,QFRPH�,QHTXDOLW\
��:RUOG�%DQN�(FRQRPLF�5HYLHZ��1R�������������

'HYDUDMDQ��6KDQWD\DQD�DQG�6KDLNK�+RVVDLQ� �������� 
7KH�&RPELQHG� ,QFLGHQFH
RI�7D[HV�DQG�3XEOLF�([SHQGLWXUHV�LQ�WKH�3KLOLSSLQHV
��:RUOG�'HYHORSPHQW��9RO�
�����������



��

'HYDUDMDQ�� 6KDQWD\DQD�� 'RQ� )XOOHUWRQ� DQG� 5LFKDUG� $�� 0XVJUDYH� �������

(VWLPDWLQJ� WKH� 'LVWULEXWLRQ� RI� 7D[� %XUGHQV
�� -RXUQDO� RI� 3XEOLF� (FRQRPLFV�
9RO�������������

GH�:XOI�� /XF� �������� 
)LVFDO� ,QFLGHQFH� LQ�'HYHORSLQJ�&RXQWULHV�� 6XUYH\� DQG
&ULWLTXH
��,0)�6WDII�3DSHUV��9RO������1R������������

GH�:XOI��/XF� �������� 
7D[DWLRQ� DQG� ,QFRPH�'LVWULEXWLRQ
�� LQ�6LMEUHQ�&QRVVHQ
�HG����&RPSDUDWLYH�7D[�6WXGLHV��1RUWK�+ROODQG��$PVWHUGDP�

'XEOLQ�� .HLWK� *RUGRQ� 1HZWRQ� �������� 
$Q� (VWLPDWLRQ� RI� 7D[� ,QFLGHQFH� LQ
*X\DQD
��3K�'��GLVVHUWDWLRQ��8QLYHUVLW\�RI�,OOLQRLV��&KDPSDLJQ�8UEDQD��,/�

(GLULVLQJKH�� 1HYLOOH� �������� 
7KH� )RRG� 6WDPS� 6FKHPH� LQ� 6UL� /DQND�� &RVWV�
%HQHILWV�� DQG� 2SWLRQV� IRU� 0RGLILFDWLRQ
�� 5HVHDUFK� 5HSRUWV�� 1R�� ���
,QWHUQDWLRQDO�)RRG�3ROLF\�5HVHDUFK�,QVWLWXWH��:DVKLQJWRQ��'&�

(O�(GHO��0��5HGD�$�� �������� 
,PSDFW�RI�7D[DWLRQ�RQ� ,QFRPH�'LVWULEXWLRQ��$Q
([SORUDWRU\�$WWHPSW�WR�(VWLPDWH�7D[�,QFLGHQFH�LQ�(J\SW
��3ULQFHWRQ�8QLYHUVLW\�
3ULQFHWRQ��1-�

(QJHO��(GXDUGR�0��5��$���$OH[DQGHU�*DOHWRYLF�DQG�&ODXGLR�(��5DGGDW]��������

7D[DWLRQ� DQG� ,QFRPH�'LVWULEXWLRQ� LQ� &KLOH�� 6RPH�8QSOHDVDQW� 5HGLVWULEXWLYH
$ULWKPHWLF
��1%(5�:RUNLQJ�3DSHUV��1R�������

(VFREDO��-DYLHU�HW�DO����������
3XEOLF�$GPLQLVWUDWLRQ�DQG�,QFRPH�'LVWULEXWLRQ�LQ
3HUX
��LQ�5LFDUGR�+DXVPDQQ�DQG�5REHUWR�5LJRERQ��HGV���*RYHUQPHQW�6SHQGLQJ
DQG�,QFRPH�'LVWULEXWLRQ�LQ�/DWLQ�$PHULFD��,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN�
:DVKLQJWRQ��'&�

)R[OH\��$OHMDQGUR���������5HGLVWULEXWLYH�(IIHFWV�RI�*RYHUQPHQW�3URJUDPPHV�
7KH�&KLOHDQ�&DVH��3HUJDPRQ�3UHVV��2[IRUG�

)UHHPDQ�� 5LFKDUG� %�� �������� 
$UH� <RXU� :DJHV� 6HW� LQ� %HLMLQJ
�� -RXUQDO� RI
(FRQRPLF�3HUVSHFWLYHV��6XPPHU�

*DOSHU�� +DUYH\� DQG� )HUQDQGR� 5DPRV� �������� 
7KH� ,QFLGHQFH� RI� *XDWHPDODQ
7D[
��7HFKQLFDO�0HPRUDQGXP��1R������*HRUJLD�6WDWH�8QLYHUVLW\��$WODQWD��FLWHG
LQ�5R\�:��%DKO��-RUJH�0DUWLQH]�9D]TXH]�DQG�6DOO\�:DOODFH��HGV����������7KH
*XDWHPDODQ�7D[�5HIRUP��:HVWYLHZ�3UHVV��%RXOGHU��&2�

*LO�'LD]��)UDQFLVFR��������� 
7KH�,QFLGHQFH�RI�7D[HV�LQ�0H[LFR��$�%HIRUH�DQG
$IWHU� &RPSDULVRQ
�� LQ� 3HGUR�$VSH� DQG� 3DXO� (�� 6LJPXQG� �HGV��� 7KH� 3ROLWLFDO
(FRQRP\�RI�,QFRPH�'LVWULEXWLRQ�LQ�0H[LFR��+ROPHV�	�0HLHU��1HZ�<RUN�

*LOOHVSLH�� ,UZLQ�:�� �������� 
3XEOLF�([SHQGLWXUHV� DQG� ,QFRPH�'LVWULEXWLRQ
�� LQ
5LFKDUG� $�� 0XVJUDYH� �HG���� (VVD\V� LQ� )LVFDO� )HGHUDOLVP�� 7KH� %URRNLQJV
,QVWLWXWH��:DVKLQJWRQ��'&�



��

*LOOLV�� 0DOFROP� DQG� &KDUOHV� (�� 0F/XUH� -U�� �������� 
7D[DWLRQ� DQG� ,QFRPH
'LVWULEXWLRQ�� 7KH� &RORPELDQ� 7D[� 5HIRUP� RI� ����
�� -RXUQDO� RI� 'HYHORSPHQW
(FRQRPLFV��9RO������������

*URVK�� 0DUJDUHW� �������� $GPLQLVWHULQJ� 7DUJHWHG� 6RFLDO� 3URJUDPV� LQ� /DWLQ
$PHULFD��)URP�3ODWLWXGHV�WR�3UDFWLFH��:RUOG�%DQN��:DVKLQJWRQ��'&�

+DPPHU�� -HIIUH\� 6��� ,MD]� 1DEL� DQG� -DPHV� $�� &HUFRQH� �������� 
'LVWULEXWLRQDO
(IIHFWV�RI�6RFLDO�6HFWRU�([SHQGLWXUHV�LQ�0DOD\VLD���������
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�� LQ� 'RPLQLTXH� YDQ� GH� :DOOH� DQG� .LPEHUO\� 1HDG� �HGV��
3XEOLF�6SHQGLQJ�DQG�WKH�3RRU��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV��%DOWLPRUH�
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7KH� %XUGHQ� DQG
'LVLQFHQWLYH�(IIHFWV�RI�+XQJDULDQ�3HUVRQDO�7D[HV���������
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7D[�7UHDWPHQW��3HUVRQDO�,QFRPH�7D[HV�LQ�7ZHOYH�2(&'�&RXQWULHV
��-RXUQDO�RI
3XEOLF�(FRQRPLFV��9RO������������

:DUU�� 3HWHU� *�� DQG� %KDQXSRQJ� 1LGKLSUDEKD� �������� 7KDLODQG
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