
W
orking Papers N

o. 202
O

ctober 2000

Increased Income Inequality in
OECD Countries and the
Redistributive Impact of the
Government Budget

Anthony B. Atkinson



818�:RUOG�,QVWLWXWH�IRU
'HYHORSPHQW�(FRQRPLFV�5HVHDUFK
�818�:,'(5�

:RUNLQJ�3DSHUV�1R�����

,QFUHDVHG�,QFRPH�,QHTXDOLW\�LQ�2(&'
&RXQWULHV�DQG�WKH�5HGLVWULEXWLYH�,PSDFW

RI�WKH�*RYHUQPHQW�%XGJHW

$QWKRQ\�%��$WNLQVRQ

2FWREHU�����

7KLV� VWXG\� KDV� EHHQ�SUHSDUHG�ZLWKLQ� WKH� SURMHFW� RQ�5LVLQJ� ,QFRPH� ,QHTXDOLW\
DQG� 3RYHUW\� 5HGXFWLRQ�� $UH� 7KH\� &RPSDWLEOH"�� MRLQWO\� VSRQVRUHG� E\
818�:,'(5�DQG� WKH�8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDPPH� �81'3���DQG
GLUHFWHG�E\�3URIHVVRU�*LRYDQQL�$QGUHD�&RUQLD�

818�:,'(5�JUDWHIXOO\�DFNQRZOHGJHV�WKH�ILQDQFLDO�FRQWULEXWLRQ�WR�WKH�SURMHFW
E\� WKH� *RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK� ,QWHUQDWLRQDO� 'HYHORSPHQW
&RRSHUDWLRQ�$JHQF\²6LGD��

$QWKRQ\�%��$WNLQVRQ�LV�:DUGHQ�RI�1XIILHOG�&ROOHJH��2[IRUG��8.�



818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
$�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\

7KH�%RDUG�RI�818�:,'(5

1RUD�/XVWLJ
+DUULV�0XWLR�0XOH
-XNND�3HNNDULQHQ��9LFH�&KDLUSHUVRQ
5XEHQ�<HYVWLJQH\HY
0DVDUX�<RVKLWRPL

([�2IILFLR

+DQV�-��$��YDQ�*LQNHO��5HFWRU�RI�818
0DWWL�3RKMROD��2IILFHU�LQ�&KDUJH��D�L���818�:,'(5

818� :RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�� ZDV
HVWDEOLVKHG�E\�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�DV�LWV�ILUVW�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH
DQG� VWDUWHG� ZRUN� LQ� +HOVLQNL�� )LQODQG� LQ� ������ 7KH� SXUSRVH� RI� WKH� ,QVWLWXWH� LV� WR
XQGHUWDNH� DSSOLHG� UHVHDUFK� DQG� SROLF\� DQDO\VLV� RQ� VWUXFWXUDO� FKDQJHV� DIIHFWLQJ� WKH
GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D� IRUXP� IRU� WKH� DGYRFDF\� RI
SROLFLHV�OHDGLQJ�WR�UREXVW��HTXLWDEOH�DQG�HQYLURQPHQWDOO\�VXVWDLQDEOH�JURZWK��DQG�WR
SURPRWH�FDSDFLW\�VWUHQJWKHQLQJ�DQG�WUDLQLQJ�LQ�WKH�ILHOG�RI�HFRQRPLF�DQG�VRFLDO�SROLF\
PDNLQJ��,WV�ZRUN�LV�FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ�+HOVLQNL
DQG�WKURXJK�QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
.DWDMDQRNDQODLWXUL���%
������+HOVLQNL��)LQODQG

&RS\ULJKW�È�818�:,'(5�����

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�/RUUDLQH�7HOIHU�7DLYDLQHQ�DW�818�:,'(5
3ULQWHG�DW�3LNDSDLQR�3DDWHODLQHQ�2\��+HOVLQNL

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW
VSRQVRUV��RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1����������������LQWHUQHW�SXEOLFDWLRQ�





LLL

&217(176

/,67�2)�),*85(6 LY

$&.12:/('*(0(176 Y

$%675$&7 YL

,1752'8&7,21 �

, 5(',675,%87,9(�,03$&7�2)�7+(�*29(510(17�%8'*(7
,1�6(/(&7('�2(&'�&28175,(6 �

��� 2EVHUYHG�FKDQJHV�LQ�WKH�����V�DQG�����V �
��� 8QLWHG�.LQJGRP �
��� &DQDGD �
��� :HVW�*HUPDQ\ �
��� )LQODQG �
��� 6ZHGHQ ��
��� 8QLWHG�6WDWHV ��

,, 7+(�*29(510(17�%8'*(7�,1�35,1&,3/(�$1'�7+(
32/,&<�5($&7,21�72�'(02*5$3+,&�6+,)76 ��

��� 3ROLF\�UHVSRQVHV ��
��� ,QFLGHQFH ��
��� 3ROLF\�FKRLFHV ��

,,, 32/,&<�&+$1*(6�,1�5(',675,%87,9(�7$;(6�$1'
75$16)(56��&$6(�678',(6�2)�81(03/2<0(17�%(1(),7
$1'�3(5621$/�7$;$7,21 ��

��� 8QHPSOR\PHQW�FRPSHQVDWLRQ ��
��� 3HUVRQDO�WD[DWLRQ ��
��� (YDOXDWLRQ�RI�WKH�RYHUDOO�LPSDFW ��

,9 6800$5<�2)�&21&/86,216 ��

5()(5(1&(6 ��



LY

/,67�2)�),*85(6

)LJXUH�� 3HQVLRQHU�ZRUNHU�H[DPSOH��PDUNHW�LQFRPH�DQG�QHW�LQFRPH �

)LJXUH�� ,PSDFW�RI�WKH�JRYHUQPHQW�EXGJHW�RQ�LQFRPH�LQHTXDOLW\�LQ
WKH�8QLWHG�.LQJGRP�������� �

)LJXUH�� ,PSDFW�RI�WKH�JRYHUQPHQW�EXGJHW�RQ�LQFRPH�LQHTXDOLW\
LQ�&DQDGD�������� �

)LJXUH�� ,PSDFW�RI�JRYHUQPHQW�EXGJHW�RQ�LQFRPH�LQHTXDOLW\
LQ�:HVW�*HUPDQ\�������� �

)LJXUH�� ,PSDFW�RI�WKH�JRYHUQPHQW�EXGJHW�LQ�)LQODQG�������� �

)LJXUH�� ,PSDFW�RI�WKH�JRYHUQPHQW�EXGJHW�LQ�6ZHGHQ�������� ��

)LJXUH�� 3ROLF\�RSWLRQV ��

)LJXUH�� 6RFLDO�WUDQVIHUV�DQG�WRWDO�JRYHUQPHQW�UHFHLSWV�DV�SHUFHQWDJH
RI�*'3 ��

)LJXUH�� (YROXWLRQ�RI�UHSODFHPHQW�UDWHV�IRU�XQHPSOR\HG�������� ��



Y

$&.12:/('*(0(176

3DSHU�SUHSDUHG� IRU� WKH�:,'(5�VWXG\�5LVLQJ� ,QFRPH� ,QHTXDOLW\�DQG�3RYHUW\
5HGXFWLRQ��$UH�WKH\�&RPSDWLEOH"�,�ZRXOG�OLNH�WR�WKDQN�$QGUHD�%UDQGROLQL�IRU
YHU\�KHOSIXO�GLVFXVVLRQV�DQG�IRU�GUDZLQJ�WR�P\�DWWHQWLRQ�WKH�&DQDGLDQ�FDVH��,
DP�JUDWHIXO� WR�*LRYDQQL�$QGUHD�&RUQLD��5DJKEHQGUD� -KD�DQG�SDUWLFLSDQWV� LQ
WKH�-XO\������PHHWLQJ�LQ�+HOVLQNL�DW�:,'(5�IRU�PRVW�KHOSIXO�FRPPHQWV�RQ
WKH�ILUVW�GUDIW�

$QWKRQ\�$WNLQVRQ
2[IRUG��0D\�����



YL

$%675$&7

7KH�UHFHQW�ULVH�LQ�LQHTXDOLW\�LQ�WKH�GLVWULEXWLRQ�RI�GLVSRVDEOH�LQFRPH�LQ�PDQ\�
DOWKRXJK� QRW� DOO�� FRXQWULHV� KDV� OHG� WR� D� VHDUFK� IRU� H[SODQDWLRQV�� SDUWLFXODUO\
VLQFH�IRU�PXFK�RI�WKH�SRVWZDU�SHULRG�IDOOLQJ�LQHTXDOLW\�KDV�EHHQ�WKH�QRUP��,Q
2(&'� FRXQWULHV�� WKH� FDXVH� KDV� W\SLFDOO\� EHHQ� LGHQWLILHG� DV� ULVLQJ� ZDJH
GLVSHUVLRQ��FRXSOHG�ZLWK�SHUVLVWHQW�XQHPSOR\PHQW�LQ�(XURSH��EXW�FKDQJHV�LQ
WKH�JRYHUQPHQW�EXGJHW�FDQ�DOVR�EH� LPSRUWDQW��7KLV�SDSHU� LV� FRQFHUQHG�ZLWK
WKH� UROH� RI� WKH� JRYHUQPHQW� EXGJHW�� SDUWLFXODUO\� WD[HV� DQG� WUDQVIHUV�� LQ
H[SODLQLQJ� WKH� HYROXWLRQ� RI� WKH� GLVWULEXWLRQ� RI� GLVSRVDEOH� LQFRPH�� 'R
GLIIHUHQFHV�LQ�ZHOIDUH�VWDWHV�DFURVV�FRXQWULHV�H[SODLQ�WKH�GLIIHULQJ�HYROXWLRQ�RI
WKH� ILQDO� �SRVW�WUDQVIHU�� SRVW�WD[�� GLVWULEXWLRQ"� +DYH� DFWLYH� SROLF\� FKDQJHV
FRQWULEXWHG� WR� RIIVHWWLQJ� ULVLQJ� PDUNHW� LQHTXDOLW\�� RU� KDYH� WKH\� HQJHQGHUHG
ULVLQJ�ILQDO� LQHTXDOLW\"�7R� WKH�H[WHQW� WKDW�FKDQJHV� LQ�GHPRJUDSKLF� VWUXFWXUH�
VXFK� DV� WKH� DJHLQJ� RI� WKH� SRSXODWLRQ�� KDYH� LQWHQVLILHG� EXGJHWDU\� SUHVVXUHV�
KDYH�JRYHUQPHQWV�EHHQ�IRUFHG�WR�FXW�EDFN�RQ�WKH�JHQHURVLW\�RI�WKHLU�ZHOIDUH
VWDWHV"

7KH�ILUVW�VHFWLRQ�RI� WKH�SDSHU� UHYLHZV�WKH� VWDWLVWLFDO�HYLGHQFH�DYDLODEOH� IURP
RIILFLDO� DQG�RWKHU� VRXUFHV� DERXW� WKH� UHGLVWULEXWLYH� LPSDFW�RI� WKH�JRYHUQPHQW
EXGJHW�� WDNLQJ� ILYH�2(&'� FRXQWULHV�ZKHUH� WKHUH� LV� D� WLPH�VHULHV� RI� VWXGLHV
FRYHULQJ�WKH�����V�DQG�WKH�����V��7KHVH�ILQGLQJV�QHHG�WR�EH�LQWHUSUHWHG�LQ�WKH
OLJKW�RI�DQ�DQDO\WLFDO�IUDPHZRUN��DQG�WKLV�LV�WKH�VXEMHFW�RI�WKH�VHFRQG�VHFWLRQ�
,�VHW�RXW�D�VLPSOH�IUDPHZRUN�ZLWKLQ�ZKLFK�ZH�FDQ�H[SORUH� WKH�GLVWULEXWLRQDO
LPSOLFDWLRQV�RI�GLIIHUHQW�UHVSRQVHV�WR�FKDQJHV�LQ�HFRQRPLF�FRQGLWLRQV�DQG�WKH
GLIIHUHQW� HOHPHQWV� ±� RQ� ERWK� VXSSO\� DQG� GHPDQG� VLGHV� ±� LQIOXHQFLQJ� WKH
FKRLFH�RI�UHVSRQVH��7KH�DFWXDO�SROLF\�FKDQJHV�REVHUYHG�LQ�WKH�ILYH�(XURSHDQ
FRXQWULHV�DQG�WKH�8QLWHG�6WDWHV�DUH�VXPPDUL]HG�LQ�WKH� WKLUG�VHFWLRQ��ZKHUH�,
WDNH� XQHPSOR\PHQW� EHQHILWV� DQG� SHUVRQDO� LQFRPH� WD[DWLRQ� DV� WZR� FDVH
VWXGLHV��:KDW� FKDQJHV� KDYH� EHHQ�PDGH� LQ� SROLF\� VWUXFWXUHV� DQG� SDUDPHWHUV
RYHU�WKH�����V�DQG�����V"�:KDW��LI�DQ\WKLQJ��ZDV�VDLG�LQ�DGYDQFH�DERXW�WKHLU
OLNHO\�UHGLVWULEXWLYH�LPSDFW"�:KDW�FDQ�EH�FRQFOXGHG�DERXW�WKH�DFWXDO�LPSDFW"
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7KH�UHFHQW�ULVH�LQ�LQHTXDOLW\�LQ�WKH�GLVWULEXWLRQ�RI�GLVSRVDEOH�LQFRPH�LQ�PDQ\�
DOWKRXJK� QRW� DOO�� FRXQWULHV� KDV� OHG� WR� D� VHDUFK� IRU� H[SODQDWLRQV�� SDUWLFXODUO\
VLQFH�IDOOLQJ�LQHTXDOLW\�KDV�EHHQ�WKH�QRUP�IRU�PXFK�RI�WKH�SRVWZDU�SHULRG��,Q
2(&'�FRXQWULHV��RQ�ZKLFK�,�FRQFHQWUDWH�KHUH��WKH�FDXVH�RI�WKH�UHFHQW�ULVH�KDV
EHHQ� LGHQWLILHG� DV� ULVLQJ� ZDJH� GLVSHUVLRQ�� FRXSOHG� ZLWK� SHUVLVWHQW
XQHPSOR\PHQW�LQ�(XURSH��,QGHHG�WKH�GLVWULEXWLRQ�RI�LQFRPH�LV�RIWHQ�WUHDWHG�DV
V\QRQ\PRXV�ZLWK�WKH�GLVWULEXWLRQ�RI�HDUQLQJV��+RZHYHU��D�QXPEHU�RI�IDFWRUV
QHHG�WR�EH�EURXJKW�LQWR�DQ\�H[SODQDWLRQ�RI�WKH�H[WHQW�DQG�WLPLQJ�RI�FKDQJHV�LQ
WKH�LQFRPH�GLVWULEXWLRQ��$WNLQVRQ�������DQG�������� LQFOXGLQJ�PRYHPHQWV� LQ
IDFWRU�VKDUHV��FKDQJHV�LQ�UHDO�LQWHUHVW�UDWHV��DQG�WKH�LPSDFW�RI�WKH�JRYHUQPHQW
EXGJHW��7KH�ODVW�RI�WKHVH�LV�WKH�HOHPHQW�RQ�ZKLFK�,�IRFXV�LQ�WKLV�SDSHU��,W�LV�RI
SDUWLFXODU� LPSRUWDQFH�JLYHQ� WKH� HPSKDVLV�SODFHG�RQ� WKH�EXGJHWDU\� SUHVVXUHV
ZKLFK� KDYH� EHHQ� JHQHUDWHG� E\� GHPRJUDSKLF� DQG� RWKHU� VKLIWV� LQFUHDVLQJ
GHSHQGHQF\� UDWLRV��:KDW� LV� WKH� UROH� RI� WKH� JRYHUQPHQW� EXGJHW�� SDUWLFXODUO\
WD[HV� DQG� WUDQVIHUV�� LQ� H[SODLQLQJ� WKH� HYROXWLRQ� RI� WKH� GLVWULEXWLRQ� RI
GLVSRVDEOH�LQFRPH"�'R�GLIIHUHQFHV�LQ�ZHOIDUH�VWDWHV�DFURVV�FRXQWULHV�H[SODLQ
WKH�GLIIHULQJ�HYROXWLRQ�RI�WKH�ILQDO��SRVW�WUDQVIHU�SRVW�WD[��GLVWULEXWLRQ"�+DYH
DFWLYH� SROLF\� FKDQJHV� FRQWULEXWHG� WR� RIIVHWWLQJ� ULVLQJ� PDUNHW� LQHTXDOLW\� RU
KDYH� WKH\� HQJHQGHUHG� ULVLQJ� ILQDO� LQHTXDOLW\"� 7R� WKH� H[WHQW� WKDW� FKDQJHV� LQ
GHPRJUDSKLF�VWUXFWXUH��VXFK�DV�WKH�DJHLQJ�RI�WKH�SRSXODWLRQ��KDYH�LQWHQVLILHG
EXGJHWDU\� SUHVVXUHV�� KDYH� JRYHUQPHQWV� EHHQ� IRUFHG� WR� FXW� EDFN� RQ� WKH
JHQHURVLW\�RI�WKHLU�ZHOIDUH�VWDWHV"

7KH�ILUVW�VHFWLRQ�RI� WKH�SDSHU� UHYLHZV�WKH� VWDWLVWLFDO�HYLGHQFH�DYDLODEOH� IURP
RIILFLDO� DQG�RWKHU� VRXUFHV� DERXW� WKH� UHGLVWULEXWLYH� LPSDFW�RI� WKH�JRYHUQPHQW
EXGJHW�� WDNLQJ� ILYH� 2(&'� FRXQWULHV� ZKHUH� WKHUH� DUH� WLPH�VHULHV� RI� VWXGLHV
FRYHULQJ� WKH�����V� DQG� WKH� ����V��7KHVH� VWXGLHV� DUH�QRW� FRPSDUDEOH� DFURVV
FRXQWULHV�� GLIIHULQJ� LQ� WKHLU� FRYHUDJH�� EXW� WKH� FRQWUDVWV� DFURVV� FRXQWULHV� DUH
KLJKO\�VXJJHVWLYH��$V�DOUHDG\�QRWHG�E\�)ULW]HOO���������WKH�HTXDOL]LQJ�HIIHFW�RI
ZHOIDUH�VWDWH�UHGLVWULEXWLRQ�GLG�QRW�GHFUHDVH�LQ�DOO�FRXQWULHV��$W�WKH�VDPH�WLPH�
WKHVH�ILQGLQJV�QHHG�WR�EH�LQWHUSUHWHG�LQ�WKH�OLJKW�RI�DQ�DQDO\WLFDO�IUDPHZRUN�
DQG�WKLV�LV�WKH�VXEMHFW�RI�6HFWLRQ����7R�WKLV�HQG��,�VHW�RXW�D�VLPSOH�WKHRUHWLFDO
PRGHO�ZLWKLQ�ZKLFK�ZH�FDQ�H[SORUH�WKH�GLVWULEXWLRQDO�LPSOLFDWLRQV�RI�GLIIHUHQW
UHVSRQVHV�WR�FKDQJHV�LQ�HFRQRPLF�FRQGLWLRQV�DQG�WKH�GLIIHUHQW�HOHPHQWV²RQ
ERWK�VXSSO\�DQG�GHPDQG�VLGHV²LQIOXHQFLQJ� WKH�FKRLFH�RI� UHVSRQVH��&DQ�ZH
VHSDUDWH�WKH�HIIHFWV�RI�DXWRPDWLF�SROLF\�UHVSRQVHV�IURP�DFWLYH�SROLF\�FKDQJHV"
:KDW� LV� WKH� EHQFKPDUN� E\� ZKLFK� ZH� VKRXOG� MXGJH� FXWEDFNV� LQ� VRFLDO
SURWHFWLRQ"�+RZ�GR�GLIIHUHQW�IRUPXODH�IRU�VKDULQJ�WKH�EXUGHQ�RI�DGMXVWPHQW�WR
H[WHUQDO� VKRFNV� DIIHFW� WKH� GLVWULEXWLRQ� RI� GLVSRVDEOH� LQFRPH"� 7KH� DFWXDO
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SROLF\�FKDQJHV�REVHUYHG�LQ�WKH�ILYH�(XURSHDQ�FRXQWULHV�DQG�WKH�8QLWHG�6WDWHV
DUH� VXPPDUL]HG� LQ� 6HFWLRQ� ��� ZKHUH� ,� WDNH� XQHPSOR\PHQW� EHQHILWV� DQG
SHUVRQDO�LQFRPH�WD[DWLRQ�DV�WZR�FDVH�VWXGLHV��:KDW�FKDQJHV�KDYH�EHHQ�PDGH
LQ� SROLF\� VWUXFWXUHV� DQG� SDUDPHWHUV� RYHU� WKH� ����V� DQG� ����V"� :KDW� �LI
DQ\WKLQJ��ZDV�VDLG�LQ�DGYDQFH�DERXW�WKHLU�OLNHO\�UHGLVWULEXWLYH�LPSDFW"�:KDW
FDQ� EH� FRQFOXGHG� DERXW� WKH� DFWXDO� LPSDFW"� 7KH� ILQDO� SDUW� RI� WKH� SDSHU
VXPPDUL]HV�WKH�PDLQ�FRQFOXVLRQV��ERWK�DQDO\WLFDO�DQG�HPSLULFDO�
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7KH� GLVWULEXWLRQ� RI� WKH� WD[� EXUGHQ�� DQG� RI� WKH� EHQHILWV� IURP� JRYHUQPHQW
VSHQGLQJ��KDYH�ORQJ�EHHQ�DQ�LPSRUWDQW�VXEMHFW�LQ�SXEOLF�ILQDQFH��2QH�RI� WKH
ODQGPDUN�VWXGLHV�RI�WKH�WD[�EXUGHQ�LQ�WKH�8QLWHG�6WDWHV�LV�WKDW�E\�0XVJUDYH�
&DUUROO�� &RRN� DQG� )UDQH� �������� ODWHU� IROORZHG� E\� 0XVJUDYH�� &DVH� DQG
/HRQDUG� �������� 7KH� ODWWHU� \HDU� VDZ� DOVR� WKH� SXEOLFDWLRQ� RI� WKH� FHOHEUDWHG
:KR� %HDUV� WKH� 7D[� %XUGHQ"� E\� 3HFKPDQ� DQG� 2NQHU� �������� WR� ZKLFK
3HFKPDQ� SXEOLVKHG� VHTXHOV� ������ DQG� ������� )RU� ������ XVLQJ� D� UDQJH� RI
LQFLGHQFH�DVVXPSWLRQV��3HFKPDQ�IRXQG�WKDW


%HFDXVH� WKH� GHJUHH� RI� SURJUHVVLYLW\� RU� UHJUHVVLYLW\� LV� UHODWLYHO\� VPDOO
XQGHU�DQ\�RI�WKH�LQFLGHQFH�DVVXPSWLRQV��LW�LV�FOHDU�WKDW�WKH�WD[�V\VWHP�KDV
YHU\� OLWWOH�HIIHFW�RQ� WKH�GLVWULEXWLRQ�RI� LQFRPH��+RZHYHU�� WKH� V\VWHP�RI
WUDQVIHU� SD\PHQWV� LV� KLJKO\� SURJUHVVLYH� DQG� KDV� D� PDMRU� HIIHFW� RQ� WKH
LQFRPH�GLVWULEXWLRQ�
��3HFKPDQ�������������

,Q�RWKHU�FRXQWULHV��WRR��LW�KDV�EHHQ�IRXQG�WKDW�WD[HV�DV�D�ZKROH�KDYH�UHODWLYHO\
OLWWOH�UHGLVWULEXWLYH�LPSDFW��DQG�WKDW�LW�LV�WUDQVIHUV�ZKLFK�PDNH�WKH�JRYHUQPHQW
EXGJHW� VLJQLILFDQWO\� SURJUHVVLYH�� ,Q� WKH� 8QLWHG� .LQJGRP�� RIILFLDO� VWDWLVWLFV
SXEOLVKHG� DQQXDOO\� LQ� (FRQRPLF� 7UHQGV� �IRU� H[DPSOH�� 2IILFH� IRU� 1DWLRQDO
6WDWLVWLFV��������LQGLFDWH� WKDW� WKH�DGGLWLRQ�RI�FDVK�EHQHILWV� WR�PDUNHW� LQFRPH
UHGXFHV� UHFRUGHG� LQHTXDOLW\� VXEVWDQWLDOO\�� EXW� WKDW� WD[HV�KDYH�RQO\� D�PRGHVW
HIIHFW��WKH�UHGXFWLRQ�LQ�RYHUDOO�LQHTXDOLW\�DVVRFLDWHG�ZLWK�GLUHFW�WD[DWLRQ�EHLQJ
RIIVHW�E\�WKH�LQGLUHFW�WD[HV�

7KH� RYHUDOO� LPSDFW� RI� WKH� JRYHUQPHQW� EXGJHW� GHSHQGV� RQ� WKH� FRPELQHG
HIIHFWV�RI�WD[HV�DQG�H[SHQGLWXUH��$�SURJUHVVLYH�WUDQVIHU�V\VWHP�ILQDQFHG�E\�D
SURSRUWLRQDO� WD[� LV� SURJUHVVLYH� RYHUDOO�� DQG� SHUVRQDO� WD[DWLRQ� PD\� GDPSHQ
GRZQ� GLVHTXDOL]LQJ� FKDQJHV� LQ� WKH� PDUNHW� GLVWULEXWLRQ�� HYHQ� ZKHUH� WKH� WD[
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V\VWHP�LV�SXUHO\�SURSRUWLRQDO��$�VLPSOH�H[DPSOH�PD\�KHOS�VHW� WKH� VFHQH� IRU
WKH�IROORZLQJ�DQDO\VLV��6XSSRVH�WKDW�WKHUH�LV�D�JURXS��PDNLQJ�XS�D�SURSRUWLRQ�
S�� RI� WKH� SRSXODWLRQ�� ZKR� KDYH� ]HUR� PDUNHW� LQFRPH�� UHIHUUHG� WR� IRU
FRQYHQLHQFH� DV� 
SHQVLRQHUV
�� 7KH\� UHFHLYH� D� VWDWH� WUDQVIHU�� E�� ILQDQFHG� E\� D
SURSRUWLRQDO� WD[�DW� UDWH�� W��RQ� WKH� LQFRPH�RI� WKH� UHVW����S��RI� WKH�SRSXODWLRQ�
7KH�WUDQVIHU�LV�UHYHQXH�QHXWUDO�LQ�WKH�VHQVH�WKDW�WKH�VXP�RI�PDUNHW�LQFRPHV�LV
HTXDO� WR� WKH� VXP�RI�SRVW�WD[��SRVW�WUDQVIHU� 
QHW
� LQFRPHV��7KH�/RUHQ]� FXUYHV
IRU�PDUNHW� LQFRPHV� �VROLG� OLQH�� DQG�QHW� LQFRPHV� �GDVKHG� OLQH�� DUH� GUDZQ� LQ
)LJXUH���� 6XSSRVH�QRZ� WKDW� WKHUH� LV� DQ� LQFUHDVH� LQ� LQHTXDOLW\� LQ� WKH�PDUNHW
LQFRPHV�RI�WKH�QRQ�SHQVLRQHU�SRSXODWLRQ��OHDYLQJ�WKH�PHDQ�XQDIIHFWHG��VR�WKDW
WKH�VDPH�WD[�UDWH�ILQDQFHV�WKH�VDPH�VWDWH�WUDQVIHU��$�JLYHQ�LQFUHDVH�LQ�WKH�*LQL
FRHIILFLHQW�IRU�PDUNHW� LQFRPH�WUDQVODWHV� LQWR�DQ� LQFUHDVH� LQ� WKH� LQHTXDOLW\�RI
GLVSRVDEOH� LQFRPH�RI�RQO\� ���W�� DV�PXFK�� ,Q� WHUPV�RI�)LJXUH���� WKH�RXWZDUG
VKLIW�LQ�WKH�GDVKHG�OLQH�LV�VFDOHG�GRZQ�E\�WKH�IDFWRU����W��

FIGURE 1
PENSIONER-WORKER EXAMPLE: MARKET INCOME AND NET INCOME

Source: author.

��� 2EVHUYHG�FKDQJHV�LQ�WKH�����V�DQG�����V

,W� LV� WKH� FKDQJHV� RYHU� WLPH� WKDW� DUH� P\� FRQFHUQ� KHUH�� ,Q� )LJXUHV� ���� DUH
DVVHPEOHG�HVWLPDWHV�RI�WKH�RYHUDOO�GHJUHH�RI�LQHTXDOLW\��PHDVXUHG�E\�WKH�*LQL
FRHIILFLHQW��EHIRUH�DQG�DIWHU�UHGLVWULEXWLRQ�IRU�ILYH�VHOHFWHG�2(&'�FRXQWULHV�
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7KH� VHOHFWLRQ� LV� GHWHUPLQHG� E\� WKH� DYDLODELOLW\� RI� D� ORQJ� WLPH�VHULHV� RI
HVWLPDWHV� RI� WKH� UHGLVWULEXWLYH� LPSDFW� RI� WKH� JRYHUQPHQW� EXGJHW�� EXW� WKH
FRXQWULHV�KDYH�LQ�FRPPRQ�D�ULVH�LQ�WKH�LQHTXDOLW\�RI�PDUNHW�LQFRPHV�EHWZHHQ
����� DQG� WKH� PLG�����V�� ,Q� &DQDGD� DQG� LQ� :HVW� *HUPDQ\�� WKH� *LQL
FRHIILFLHQW�IRU�PDUNHW� LQFRPH�LQFUHDVHG�E\�VRPH���SHUFHQWDJH�SRLQWV�� LQ� WKH
8QLWHG�.LQJGRP�E\�DURXQG���SRLQWV��LQ�6ZHGHQ�E\����SHUFHQWDJH�SRLQWV��DQG
LQ�)LQODQG��IURP�������E\�PRUH�WKDQ����SRLQWV��5HIHUHQFH�LV�DOVR�PDGH�WR�WKH
8QLWHG�6WDWHV��ZKHUH� WKHUH�KDV�DOVR�EHHQ�D�VLJQLILFDQW�ULVH� LQ�PDUNHW� LQFRPH
LQHTXDOLW\� �*RWWVFKDON� DQG� 6PHHGLQJ�� ������ 7DEOH� ���� 7KHVH� VL[� FRXQWULHV
LQFOXGH� WKH� ILYH� VWXGLHG�E\�)ULW]HOO� ������� LQ� KLV� FRPSDULVRQ�RI�PDUNHW� DQG
GLVSRVDEOH�LQFRPH�LQHTXDOLW\�� WKH�UHVXOWV�KHUH�GLIIHU�IURP�KLV� LQ�EHLQJ�EDVHG
RQ�DQQXDO�VHULHV��UDWKHU�WKDQ���GDWD�SRLQWV��DQG�LQ�H[WHQGLQJ�WR�WKH�����V�

7KH�VHULHV�JR�EDFN�WR�WKH�����V��6ZHGHQ�DQG�&DQDGD��RU�WKH�����V��)LQODQG�
:HVW�*HUPDQ\�DQG�WKH�8.���0\�PDLQ�IRFXV�LV�RQ�WKH�����V�DQG�����V��EXW�LW
LV� KHOSIXO� WR� NHHS� LQ� SHUVSHFWLYH� WKH� ORQJHU� UXQ� WUHQGV�� ,Q� D� QXPEHU� RI
FRXQWULHV� WKH� ����V� DQG� ����V� ZHUH� SHULRGV� RI� GHFOLQLQJ� LQHTXDOLW\� LQ
GLVSRVDEOH� LQFRPH�� /RQJ� WLPH�VHULHV� DUH� WKHUHIRUH� RI� HVSHFLDO� YDOXH��$W� WKH
VDPH�WLPH��WKH�UHDGHU�VKRXOG�EHDU�LQ�PLQG�WKDW�VWDWLVWLFV�DW�GLIIHUHQW�GDWHV�PD\
EH� GHILQHG� LQ� GLIIHUHQW� ZD\V� RU� QHHG� WR� EH� LQWHUSUHWHG� GLIIHUHQWO\�� 0DMRU
EUHDNV�LQ�WKH�VHULHV�DUH�LQGLFDWHG��EXW�HYHQ�D�FRQVLVWHQWO\�GHILQHG�VHULHV�PD\
KDYH� D� GLIIHUHQW� VLJQLILFDQFH� DV� HFRQRPLHV� DQG� VRFLHWLHV� HYROYH��0RUHRYHU�
WKHVH�VWXGLHV�VXIIHU�IURP�ZHOO�NQRZQ�OLPLWDWLRQV��WKH�SUREOHP�RI�GHWHUPLQLQJ
WKH� LQFLGHQFH�RI� WD[HV� DQG� WUDQVIHUV�� WKH� VKRUWFRPLQJV� RI� D� VQDSVKRW� SLFWXUH
�QRW�DOORZLQJ�IRU�UHGLVWULEXWLRQ�RYHU�WKH�OLIH�F\FOH���DQG�WKH�QHHG�WR�DOORZ�IRU
RWKHU� GLPHQVLRQV� RI� UHGLVWULEXWLRQ� �VXFK� DV� WKDW� E\� JHQGHU��� 7KHVH� FDYHDWV
VKRXOG�EH�ERUQH�LQ�PLQG�ZKHQ�FRQVLGHULQJ�WKH�HYLGHQFH�SUHVHQWHG�EHORZ�

��� 8QLWHG�.LQJGRP

7KH�(FRQRPLF�7UHQGV�HVWLPDWHV�IRU�WKH�8QLWHG�.LQJGRP��VKRZQ�LQ�)LJXUH���
DUH� EXLOW� XS� IURP� FDOFXODWLRQV� IRU� HDFK� KRXVHKROG� LQ� D� VDPSOH� VXUYH\�
+RXVHKROGV� KDYH� LQFRPHV� IURP� PDUNHW� VRXUFHV� �HDUQLQJV�� VHOI�HPSOR\PHQW
LQFRPH�� UHQW�� GLYLGHQGV�� LQWHUHVW�� DQG� SULYDWH� WUDQVIHUV��� $ULWKPHWLFDOO\�� ZH
DGG�FDVK�EHQHILWV�DQG�VXEWUDFW�GLUHFW� WD[HV� WR�DUULYH�DW�GLVSRVDEOH� LQFRPH�� ,I
ZH� IXUWKHU� VXEWUDFW� LQGLUHFW� WD[HV�� WKLV� JLYHV� SRVW�WD[� LQFRPH� �VKRZQ� IURP
����� LQ� )LJXUH� ���� )LQDOO\�� WKH� RIILFLDO� HVWLPDWHV� DGG� EHQHILWV� IURP
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FIGURE 2
IMPACT OF THE GOVERNMENT BUDGET ON INCOME INEQUALITY IN THE

UNITED KINGDOM 1961-96

Source: First series (from 1961) distribution (not equivalized) among households of
original income and final income. Sources: 1961-1975 from Royal Commission on the
Distribution of Income and Wealth, 1977, pages 247 and 251; 1976- from Economic
Trends, January 1982, page 105 (for 1976), December 1982, page 112 (for 1977 to
1981), November 1983, page 87 (for 1982), December 1984, page 95 (for 1983), July
1986, page 103 (for 1984), July 1987, page 103 (for 1985), and May 1990 (for 1986,
1987). Second series (from 1977) distribution among households of equivalized original
income and post-tax income. There are breaks in the series in 1990, 1992 and 1996/97
(although a figure is given for this year on the previous basis). Sources: Economic Trends,
April 1998, page 58 (for 1977, 1979, 1981, 1983, 1985, 1987, 1989, 1991, 1993-94 to
1996-97), December 1994, page 65 (for 1978, 1980, 1982, 1984, 1986, 1988, 1992), and
January 1993, page 159 (for 1990).

JRYHUQPHQW� VSHQGLQJ� RQ� KHDOWK�� HGXFDWLRQ� DQG� KRXVLQJ�� DQG� WUDQVSRUW
VXEVLGLHV�WR�JLYH�ILQDO�LQFRPH��VKRZQ�XS�WR���������7KH�UHVXOWV�VXJJHVW� WKDW

������������������������������������������
��,W�PLJKW�EH�H[SHFWHG�WKDW�WKH�*LQL�FRHIILFLHQW�IRU�ILQDO�LQFRPH�ZRXOG�EH�OHVV�WKDQ�WKDW�IRU
SRVW�WD[�LQFRPH��KRZHYHU� WKH�WZR�VHULHV�GLIIHU�DOVR� LQ� WKH�GHILQLWLRQ�RI� LQFRPH��7KH�ILUVW

�

�

� �

� �

� �

� �

� �

� �

� �

� �

� �

� �

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

�
�
�
�

*
LQ
L�
F
R
H
II
LF
LH
Q
W�
�

' L I I H U H Q F H

0 D U N H W

) L Q D O

3 R V W � W D [



�

LQHTXDOLW\�RI�PDUNHW�LQFRPH�YDULHG�F\FOLFDOO\��EXW�WKH�SUHGRPLQDQW�LPSUHVVLRQ
LV�RI�D�ORQJ�UXQ�VWHDG\�ULVH�LQ�WKH�*LQL�FRHIILFLHQW�IRU�PDUNHW�LQFRPH�VLQFH�WKH
PLG�����V��,Q�WKH����\HDUV�IURP������WR�������WKH�*LQL�FRHIILFLHQW�LQFUHDVHG
IURP� ��� SHU� FHQW� WR� ��� SHU� FHQW�� (YHQ� PRUH� VWULNLQJ� LV� WKH� IDFW� WKDW� WKH
FRHIILFLHQW� IRU� ILQDO� LQFRPH� VKRZHG� VFDUFHO\� DQ\� ULVH� RYHU� WKLV� SHULRG�� 7KH
UHGLVWULEXWLYH� LPSDFW�RI�FDVK�WUDQVIHUV��RWKHU�EHQHILWV��DQG�WD[DWLRQ�LQFUHDVHG
E\�HQRXJK�WR�RIIVHW�WKH�PRUH�XQHTXDO�PDUNHW�LQFRPHV��$IWHU�������WKH�VWRU\�LV
TXLWH� GLIIHUHQW�� ,QHTXDOLW\� LQ�PDUNHW� LQFRPH� FRQWLQXHG� WR� ULVH�� EXW� EHWZHHQ
�����DQG������WKH�*LQL�FRHIILFLHQW�IRU�SRVW�WD[�LQFRPH�LQFUHDVHG�PXFK�PRUH
VKDUSO\��0HDVXUHG�LQ�WHUPV�RI�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�FRHIILFLHQWV��WKH
GDVKHG�OLQH���WKH�UHGLVWULEXWLYH�FRQWULEXWLRQ�RI�WUDQVIHUV�DQG�WD[HV�IHOO�IURP���
SHUFHQWDJH�SRLQWV��WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�*LQL�FRHIILFLHQWV�LQ������
WR����SHUFHQWDJH�SRLQWV� LQ�������7KH� UHGXFWLRQ� LQ� UHGLVWULEXWLYH� LPSDFW�ZDV
DWWULEXWDEOH�WR�D�VPDOOHU�LPSDFW�RI�FDVK�WUDQVIHUV��PLQXV���SHUFHQWDJH�SRLQWV��
OHVV�SURJUHVVLYH�GLUHFW�WD[HV��PLQXV���SHUFHQWDJH�SRLQW��DQG�PRUH�UHJUHVVLYH
LQGLUHFW� WD[HV� �PLQXV� �� SHUFHQWDJH� SRLQWV��� �$IWHU� ����� VRPH� JURXQG� PD\
KDYH�EHHQ�UHFRYHUHG��EXW�WKHUH�LV�D�EUHDN�LQ�WKH�VHULHV��

��� &DQDGD

7KH� 8QLWHG� .LQJGRP� H[SHULHQFH� LV� LQ� VKDUS� FRQWUDVW� ZLWK� WKDW� RI� &DQDGD
VKRZQ� LQ� )LJXUH� ��� 7KH� FRYHUDJH� RI� WKH� HVWLPDWHV� LV� GLIIHUHQW�� LQ� WKDW
GLVSRVDEOH�LQFRPH�UHIHUV�WR�LQFRPH�DIWHU�GLUHFW�WD[HV�EXW�EHIRUH�LQGLUHFW�WD[HV�
7KLV� PD\� DIIHFW� WKH� FRPSDULVRQ� QRW� RQO\� RI� OHYHOV� EXW� DOVR� RI� WUHQGV�
+RZHYHU��WKH�GLIIHUHQFH�LQ�WUHQGV�IURP�WKH�8QLWHG�.LQJGRP�LV�VR�VWULNLQJ�WKDW
WKLV� FDQQRW� EH� H[SODLQHG� VROHO\� E\� GHILQLWLRQV�� $V� KDV� EHHQ� QRWHG� E\
%UDQGROLQL��LQ�&DQDGD


WKH�*LQL�FRHIILFLHQW�RI�LQFRPHV�DIWHU�WD[HV�ZDV�PXFK�WKH�VDPH�����RYHU
WKH�HQWLUH�SHULRG��7KLV� ����ZDV�SDUWLFXODUO\�UHPDUNDEOH�ZKHQ�FRQWUDVWHG
ZLWK� WKH� G\QDPLFV� RI� WKH� GLVWULEXWLRQ� RI� LQFRPHV� EHIRUH� SXEOLF
UHGLVWULEXWLRQ� >ZKLFK@� ZDV� PDUNHG� E\� WZR� HSLVRGHV� RI� VKDUS� ULVH� RI
LQHTXDOLW\
������������

2YHU� WKH�SHULRG���������DV�D�ZKROH�� WKH�*LQL�FRHIILFLHQW� IRU�PDUNHW� LQFRPH
URVH�E\�VRPH���SHUFHQWDJH�SRLQWV��ZKHUHDV�WKDW�IRU�GLVSRVDEOH�LQFRPH�LQ�����
ZDV�QRW�VLJQLILFDQWO\�KLJKHU�WKDQ�LW�KDG�EHHQ����\HDUV�HDUOLHU��7KH�GLIIHUHQFH
EHWZHHQ� WKH� WZR� VHULHV� �GDVKHG� OLQH�� URVH� LQ� OLQH� ZLWK� WKH� PDUNHW� LQFRPH
VHULHV�

�������������������������������������������������������������������������������������������������������������������������������
�XS� WR� ������ UHODWHV� WR� WRWDO� LQFRPH�� QRW� DGMXVWHG� IRU� KRXVHKROG� VL]H�� WKH� VHFRQG� �IURP
������LV�EDVHG�RQ�HTXLYDOL]HG�KRXVHKROG�LQFRPH�
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FIGURE 3
IMPACT OF THE GOVERNMENT BUDGET ON INCOME INEQUALITY IN

CANADA 1971-94

Source: Statistics Canada (1996), Table 6.

��� :HVW�*HUPDQ\

7KH�VHULHV�IRU�:HVW�*HUPDQ\�LQ�)LJXUH���KDV�VRPH�OLNHQHVV�WR�WKDW�IRU�&DQDGD
XS�WR������LQ�WKDW�LQHTXDOLW\�RI�PDUNHW� LQFRPHV�LQFUHDVHG�VXEVWDQWLDOO\�DIWHU
������ EXW� WKLV� ZDV� QRW� DFFRPSDQLHG� E\� DQ� HTXLYDOHQW� ULVH� LQ� LQHTXDOLW\� RI
GLVSRVDEOH�LQFRPH��0RUH�UHFHQWO\��EHWZHHQ������DQG�������WKHUH�ZDV�D�VOLJKW
GHFOLQH� LQ� PDUNHW� LQHTXDOLW\�� WKH� GDVKHG� GLIIHUHQFH� OLQH� VORSHV� GRZQ�
$FFRUGLQJ�WR�+DXVHU�������������WKLV�UHIOHFWV�LQURDGV�LQWR�VRFLDO�SURWHFWLRQ�LQ
UHFHQW� \HDUV�� EXW� LWV� PRGHVW� VL]H� VKRXOG� EH� QRWHG�� D� �ò� SHUFHQWDJH� SRLQW
LQFUHDVH� LQ� WKH� *LQL� FRHIILFLHQW� �WKH� HVWLPDWHG� VWDQGDUG� HUURU� RI� WKH� *LQL
FRHIILFLHQW�LV�����RI�D�SHUFHQWDJH�SRLQW���7KLV�GRHV�QRW�VXIILFH� WR�UHYHUVH� WKH
RYHUDOO�YLHZ�WKDW�
7KH�*HUPDQ�WD[�DQG�WUDQVIHU�V\VWHP�UHGXFHV�WKH�LQHTXDOLW\
RI�PDUNHW� LQFRPH�TXLWH� FRQVLGHUDEO\�� ���� WKH�*HUPDQ� VRFLDO� VHFXULW\� V\VWHP�
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GHVSLWH� WKH� LQFUHDVLQJO\� XQIDYRXUDEOH� FRQGLWLRQV�� ODUJHO\� UHDFKHG� LWV� JRDOV
IURP������WR�����
��+DXVHU������������P\�WUDQVODWLRQ��

FIGURE 4
IMPACT OF GOVERNMENT BUDGET ON INCOME INEQUALITY IN

WEST GERMANY 1969-93

Source: 1969-88 from Becker and Hauser (1997), Table 4 and Table 6; 1993 from Hauser
(1999), Table 4 and Table 5; the distribution refers to equivalized household income, and
excludes households with foreign heads.

��� )LQODQG

7KH�SLFWXUH�IRU�)LQODQG�LQ�WKH�����V�DQG�����V�LQ�)LJXUH���FRQWDLQV�HOHPHQWV
RI�VLPLODULW\�ZLWK�ERWK�&DQDGD�DQG�WKH�8QLWHG�.LQJGRP��EXW�DWWHQWLRQ�VKRXOG
EH�GUDZQ� ILUVW� WR� WKH� LPSUHVVLYH�HDUOLHU� UHFRUG�RI� UHGXFHG� LQHTXDOLW\� LQ�ERWK
PDUNHW� DQG� GLVSRVDEOH� LQFRPH� �VHH� 8XVLWDOR�� ����� DQG� ������� 7KH� *LQL
FRHIILFLHQW� IRU� PDUNHW� LQFRPHV� IHOO� E\� QHDUO\� �� SHUFHQWDJH� SRLQWV� EHWZHHQ
����� DQG� ������ DQG� WKDW� IRU� GLVSRVDEOH� LQFRPH� E\� WZLFH� DV� PXFK�� WKH
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FIGURE 5
IMPACT OF THE GOVERNMENT BUDGET IN FINLAND 1966-97

Source: Uusitalo (1998), Table 2.

UHGLVWULEXWLYH� LPSDFW�RI� WD[HV�DQG�WUDQVIHUV� LQWHQVLI\LQJ�WKH�IDOO� LQ� LQHTXDOLW\
�VHH� WKH�GDVKHG�GLIIHUHQFH�OLQH���)URP������ WR������WKH�*LQL�FRHIILFLHQW� IRU
PDUNHW�LQFRPH�URVH�E\����SHUFHQWDJH�SRLQWV��SDUWLFXODUO\�DIWHU������ZLWK�WKH
HFRQRPLF�GLIILFXOWLHV� IDFHG�DW� WKDW� WLPH�� WKH�XQHPSOR\PHQW� UDWH� UHDFKLQJ���
SHU�FHQW�LQ�������7KLV�ZDV��KRZHYHU��RIIVHW�E\�WKH�JRYHUQPHQW�EXGJHW�WR�WKH
H[WHQW�WKDW�LQHTXDOLW\�LQ�GLVSRVDEOH�LQFRPH�GLG�QRW�LQFUHDVH��$V�LV�EURXJKW�RXW
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E\� 8XVLWDOR� �������� WKH� PDLQ� FRQWULEXWRUV� ZHUH� WUDQVIHU� SD\PHQWV�� WKH
UHGLVWULEXWLYH�LPSDFW�RI�WD[DWLRQ�GLG�QRW�LQFUHDVH�LQ�OLQH�ZLWK�WKH�LQHTXDOLW\�RI
PDUNHW�LQFRPH��DQG�DFWXDOO\�IHOO�DIWHU�������6LQFH�������PRUHRYHU��WKH�SLFWXUH
KDV�FKDQJHG�DV�D�UHVXOW�RI�SROLF\�PHDVXUHV�FXWWLQJ�WKH�UHGLVWULEXWLYH�LPSDFW�RI
WUDQVIHUV��ZKLFK�KDYH� OHG� LQHTXDOLW\� RI� GLVSRVDEOH� LQFRPH� WR� ULVH�PRUH� WKDQ
WKDW�RI�PDUNHW�LQFRPH��$V�VXPPDUL]HG�E\�8XVLWDOR��WKH�VWRU\�RI�WKH�����V�LQ
)LQODQG�ZDV�WKDW


GXULQJ� WKH� GHHSHVW� UHFHVVLRQ� LQ� WKH�2(&'�DUHD� LQ� WKH� ����V�� LQFRPH
LQHTXDOLW\� GLG� QRW� FKDQJH�� VLQFH� UHGLVWULEXWLRQ� RI� FDVK� WUDQVIHUV
FRPSHQVDWHG� WKH� JURZLQJ� LQHTXDOLW\� RI� IDFWRU� LQFRPHV�� $IWHU� WKH
UHFHVVLRQ�� GXULQJ� \HDUV� ZKHQ� HFRQRPLF� JURZWK� KDV� EHHQ� DPRQJ� WKH
KLJKHVW� LQ� WKH� 2(&'�DUHD�� LQFRPH� LQHTXDOLW\� KDV� LQFUHDVHG�� EHFDXVH
UHGLVWULEXWLRQ� RI� FDVK� WUDQVIHUV� KDV� GHFOLQHG�� ZKLOH� IDFWRU� LQFRPH
LQHTXDOLW\�KDV�FRQWLQXHG�WR�JURZ
��8XVLWDOR�����������

$V�D�UHVXOW�RI�WKH���������XSWXUQ�LQ�LQHTXDOLW\��)LQODQG�FDQ�EH�VDLG�WR�KDYH�D
8�VKDSHG� SDWWHUQ� OLNH� WKDW� LQ� WKH�8QLWHG�.LQJGRP��7KHUH� LV�� KRZHYHU�� OLWWOH
UHVHPEODQFH� LQ� HLWKHU� WKH� WLPLQJ�� RU� WKH� VKDSH� RI� WKH� 8�� ,Q� WKH� 8QLWHG
.LQJGRP��WKH�OHIW�KDQG�DUP�RI�WKH�8�LV�UHODWLYHO\�IODW��,Q�)LQODQG��WKHUH�ZDV�D
SURQRXQFHG�GRZQZDUG�WUHQG�IROORZHG�E\�D�GHFDGH�RI�VWDELOLW\��DQG�WKH�ULJKW�
KDQG�DUP�LV�ERWK�PRUH�UHFHQW�DQG��VR�IDU��PRUH�PRGHVW�LQ�VL]H��%RWK�FRXQWULHV
KDYH�ORSVLGHG�8�VKDSHV��EXW�RQ�GLIIHUHQW�VLGHV�

��� 6ZHGHQ

7KH�SRVLWLRQ� LQ� D� VHFRQG�1RUGLF� FRXQWU\��6ZHGHQ�� LV� VKRZQ� LQ�)LJXUH���� ,Q
WKLV� FDVH�� D� 8�VKDSH� LV� DJDLQ� YLVLEOH� IRU� GLVSRVDEOH� LQFRPH�� ZLWK� WKH� *LQL
FRHIILFLHQW� ULVLQJ� DORQJ� ZLWK� WKDW� IRU� PDUNHW� LQFRPH� VLQFH� ������ %HIRUH
FRPPHQWLQJ� RQ� WKH� LPSDFW� RI� WKH� EXGJHW��ZH� VKRXOG� QRWH� WKDW� WKH� 6ZHGLVK
FDVH�LOOXVWUDWHV�WKH�QHHG�WR�LQWHUSUHW�WKH�REVHUYDWLRQV�LQ�WKH�OLJKW�RI�VRFLDO�DQG
HFRQRPLF� FKDQJH�� 7KH� 6WDWLVWLFV� 6ZHGHQ� VHULHV� KDV� D� UDWKHU� GLIIHUHQW
KRXVHKROG�GHILQLWLRQ�IURP�WKDW�LQ�WKH�RWKHU�VWXGLHV�TXRWHG�KHUH��LQ�WKDW�\RXQJ
DGXOWV�ZKR�OLYH�DW�KRPH�ZLWK�WKHLU�SDUHQWV�DUH�WUHDWHG�DV�VHSDUDWH�KRXVHKROGV�
7KLV� PD\� EH� H[SHFWHG� WR� DIIHFW� QRW� RQO\� WKH� OHYHO� EXW� DOVR� WKH� WUHQG� LQ
LQHTXDOLW\�PHDVXUHPHQW��6HFRQGO\��WKH�6WDWLVWLFV�6ZHGHQ�ILJXUHV��ZKLFK�DUH�LQ
SDUW�EDVHG�RQ�LQFRPH�WD[�UHFRUGV��LQFOXGH�UHDOL]HG�FDSLWDO�JDLQV��QRW�LQFOXGHG
LQ�PDQ\�RWKHU�FRXQWULHV���7HPSRUDU\� WD[�FKDQJHV� LQ�6ZHGHQ�LQ������FDXVHG
PDQ\�PRUH�ZHOO�RII�KRXVHKROGV� WR� UHDOL]H�FDSLWDO�JDLQV� LQ� WKDW�\HDU��FDXVLQJ
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FIGURE 6
IMPACT OF THE GOVERNMENT BUDGET IN SWEDEN 1975-97

Source: Statistics Sweden (1999) Table 2, page 3.
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VSLNH
�LQ�PHDVXUHG�LQHTXDOLW\�LQ�WKDW�\HDU��VHH�)LJXUH�����7KHUH�ZDV�DOVR�D
FRQFHQWUDWLRQ�RI�FDSLWDO�JDLQV� LQ��������7KH�0LQLVWU\�RI�)LQDQFH��������KDV
SURGXFHG� DOWHUQDWLYH� HVWLPDWHV� H[FOXGLQJ� \RXQJ� DGXOWV� OLYLQJ� ZLWK� WKHLU
SDUHQWV�DQG�VPRRWKLQJ�UHDO�FDSLWDO�LQFRPH��L�H��DOVR�DGMXVWLQJ�FDSLWDO�LQFRPH
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IRU� LQIODWLRQ��� 7KH� UHVXOWV� DUH� VXPPDUL]HG� DV� VKRZLQJ� 
D� ZHDN� LQFUHDVH� LQ
LQFRPH�LQHTXDOLW\�GXULQJ�WKH�����V
� �0LQLVWU\�RI�)LQDQFH������������%HDULQJ
LQ�PLQG�WKHVH�TXDOLILFDWLRQV��ZH�FDQ�VHH�WKDW�RYHU�WKH�����V�WKH�GLIIHUHQFH�OLQH
LV� IDLUO\� IODW�� LQGLFDWLQJ� WKDW� WKH� �PRGHVW�� ULVH� LQ� PDUNHW� LQHTXDOLW\� LQ� WKDW
GHFDGH�KDG�EHHQ�DFFRPSDQLHG�E\� D� ULVH� LQ�GLVSRVDEOH� LQFRPH� LQHTXDOLW\�� ,Q
WKH�����V�WKH�UHGLVWULEXWLYH�GLIIHUHQFH�LQFUHDVHG��LQ�WKDW�WKH�ULVH�LQ�GLVSRVDEOH
LQFRPH� LQHTXDOLW\�ZDV�GHILQLWHO\� OHVV� WKDQ� WKH� LQFUHDVH� LQ�PDUNHW� LQHTXDOLW\�
$FFRUGLQJ�WR�-DQVVRQ��������7DEOH������WKH�*LQL�FRHIILFLHQW�IRU�IDFWRU�LQFRPH
LQHTXDOLW\�URVH�E\�����SHUFHQWDJH�SRLQWV�EHWZHHQ������DQG�������ZKHUHDV�WKDW
IRU� GLVSRVDEOH� LQFRPH� LQFUHDVHG� E\� ���� SRLQWV�� WKH� GLIIHUHQFH� PDLQO\
UHIOHFWLQJ� WKH� WUDQVIHU� V\VWHP�� 2YHUDOO�� WKH� WRWDO� UHGLVWULEXWLYH� HIIHFW� LV� RI
FRXUVH�ODUJH��7KH�UHGLVWULEXWLRQDO�DFKLHYHPHQWV�RI� WKH�6ZHGLVK�ZHOIDUH�VWDWH
KDYH� EHHQ� GHVFULEHG� E\� %M|UNOXQG�� 3DOPH� DQG� 6YHQVVRQ� �������� DQG
%M|UNOXQG� ��������ZKR� H[DPLQH� WKH� LPSDFW� QRW� MXVW� RQ� DQQXDO� LQFRPHV� EXW
DOVR�RQ�WKH�ORQJ�UXQ�LQFRPHV�RI�FRKRUWV��

��� 8QLWHG�6WDWHV

)LQDOO\�� ,� WXUQ� WR� WKH� FRXQWU\� ZLWK� ZKLFK� SHRSOH� XVXDOO\� EHJLQ�� WKH� 8QLWHG
6WDWHV�� 7KH� VWXGLHV� RI� 0XVJUDYH�� 3HFKPDQ� DQG� RWKHUV� KDYH� EHHQ� KLJKO\
LQIOXHQWLDO�� EXW� WKH\� KDYH� QRW� EHHQ� UHSHDWHG� RQ� D� UHJXODU� EDVLV�� $V� IDU� DV� ,
NQRZ��QR�WLPH�VHULHV�H[LVW�IRU�WKH�8QLWHG�6WDWHV�FRPSDUDEOH�ZLWK�WKRVH�VKRZQ
LQ� )LJXUHV� ���� IRU� RWKHU� FRXQWULHV�� 7KH� HVWLPDWHV� RI� 3HFKPDQ� ������� RI� WKH
GLVWULEXWLRQ� EHIRUH� DQG� DIWHU� IHGHUDO� LQFRPH� WD[DWLRQ� DUH� RQO\� SDUW� RI� WKH
SLFWXUH�

,, 7+(�*29(510(17�%8'*(7�,1�35,1&,3/(�$1'�7+(
32/,&<�5($&7,21�72�'(02*5$3+,&�6+,)76

7KH�REVHUYHG�FKDQJHV�LQ�WKH�����V�DQG�����V�LPPHGLDWHO\�UDLVH�WKH�TXHVWLRQ
DV� WR� KRZ� IDU� ZH� FDQ� VHSDUDWH� DXWRPDWLF� DQG� GLVFUHWLRQDU\� FKDQJHV� LQ
������������������������������������������
��,Q�FRPSDULQJ�WKHLU�ILQGLQJV�ZLWK�WKRVH�LQ�)LJXUH����LW�VKRXOG�EH�QRWHG�WKDW� WKHLU�VDPSOH
H[FOXGHV�SHRSOH�DJHG�XQGHU����RU�RYHU�����DQG�WKH�PHPEHUV�RI�WKHLU�KRXVHKROGV���DQG�WKDW
EHIRUH�WD[�SD\�LQFOXGHV�SHQVLRQV��VLFN�SD\��XQHPSOR\PHQW�EHQHILWV��DQG�SDUHQW�DOORZDQFH�
7KH�HVWLPDWHV�WKHUHIRUH�H[FOXGH�WKH�LPSDFW�RI�JURZLQJ�XQHPSOR\PHQW��VHH�$JHOO��(QJOXQG
DQG�6|GHUVWHQ�������������

��7KH� ODWWHU� FDOFXODWLRQV� �VHH�%M|UNOXQG� DQG�3DOPH�������� VHHN� WR� VHSDUDWH� UHGLVWULEXWLRQ
RYHU�WKH�OLIH�F\FOH�IURP�WKDW�RI�OLIHWLPH�LQFRPH��DQ�LPSRUWDQW�LVVXH�ZKLFK�,�GR�QRW�GLVFXVV
KHUH�
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UHGLVWULEXWLYH� SROLF\�� ,V� LW� WKH� FDVH� WKDW� SURJUHVVLYH� WD[�WUDQVIHU� SROLF\
DXWRPDWLFDOO\� GDPSHQV� WKH� UHVSRQVH� WR� DGYHUVH� PRYHPHQWV� LQ� PDUNHW
LQHTXDOLW\"�'RHV�D�ODUJHU�LQFUHDVH�LQ�LQHTXDOLW\�LQ�GLVSRVDEOH�LQFRPH�WKDQ�LQ
PDUNHW�LQFRPH�PHDQ�WKDW�WKHUH�PXVW�KDYH�EHHQ�GLVFUHWLRQDU\�SROLF\�FKDQJHV
UHGXFLQJ� WKH� UHGLVWULEXWLYH� UROH� RI� WKH� EXGJHW"� ,Q� RUGHU� WR� DGGUHVV� WKHVH
TXHVWLRQV��ZH�QHHG�DQ�DQDO\WLFDO�IUDPHZRUN�

��� 3ROLF\�UHVSRQVHV

7KH� VLPSOH� H[DPSOH� RI� WKH� 
SHQVLRQHU
� JURXS� XVHG� DW� WKH� VWDUW� RI� 6HFWLRQ� �
VXJJHVWV� WKDW� D� IODW�UDWH� EHQHILW�SURSRUWLRQDO� WD[� V\VWHP� ZRXOG� EH
DXWRPDWLFDOO\� HTXDOL]LQJ� LQ� WKH� IDFH� RI� H[RJHQRXV� VKRFNV�� 7KLV� H[DPSOH� LV�
KRZHYHU��D�VSHFLDO�RQH�LQ�WKH�VHQVH�WKDW��E\�DVVXPSWLRQ��WKH�SUHYLRXV�WD[�DQG
EHQHILW� SROLF\� UHPDLQV� IHDVLEOH� DIWHU� WKH� VKLIW�� 7KLV� PD\� EH� VHHQ� IURP� WKH
JRYHUQPHQW�EXGJHW�FRQVWUDLQW�

E�S� �W����S�� ���

ZKHUH� �LV�WKH�PHDQ�PDUNHW�ZDJH��DVVXPHG�WR�EH�WKH�RQO\�PDUNHW�VRXUFH�RI
LQFRPH��RI�WKH�QRQ�SHQVLRQHU�SRSXODWLRQ��VR�WKDW�WKH�RYHUDOO�PHDQ�LQFRPH�LV
���S�� ��$�UHGLVWULEXWLRQ�RI�PDUNHW�LQFRPH�ZKLFK�OHDYHV�WKH�PHDQ�XQFKDQJHG
LV�WKHUHIRUH�FRQVLVWHQW�ZLWK�FRQVWDQW�W�DQG�E�

,Q� JHQHUDO�� WKLV� LV� QRW� WKH� FDVH�� 6XSSRVH� WKDW� WKHUH� LV� DQ� LQFUHDVH� LQ� WKH
SURSRUWLRQ�RI� SHQVLRQHUV� �D� GHPRJUDSKLF� VKLIW��� GUDZQ�SURSRUWLRQDWHO\� IURP
DOO�HDUQLQJV�UDQJHV��VR�WKDW�WKH�UHODWLYH�GLVWULEXWLRQ�RI�PDUNHW�ZDJHV�UHPDLQV
XQFKDQJHG��3HU�KHDG�RI�WKH�WRWDO�SRSXODWLRQ��DYHUDJH�LQFRPH�IDOOV��DQG�KHQFH
WKH�WD[�EDVH�SHU�KHDG�RI�SRSXODWLRQ�IDOOV��7R�SUHVHUYH�EXGJHW�QHXWUDOLW\�HLWKHU
WKH�WD[�UDWH�KDV�WR�ULVH��RU�WKH�EHQHILW�SHU�SHUVRQ�KDV�WR�EH�UHGXFHG��6XSSRVH
WKDW� WKH� WD[� UDWH� LV� KHOG� FRQVWDQW� DQG� EHQHILWV� IDOO� UHODWLYH� WR� RYHUDOO� PHDQ
LQFRPH� DV� S� ULVHV�� ,Q� WHUPV� RI� )LJXUH� ��� WKH� ORZHU� VWUDLJKW� OLQH� SDUW� RI� WKH
GDVKHG�/RUHQ]�FXUYH�URWDWHV�FORFNZLVH�DV�LW�H[WHQGV�IXUWKHU�RXW��ZLWK�WKH�ULVH
LQ�S���7KH�*LQL�FRHIILFLHQW�IRU�GLVSRVDEOH�LQFRPH�LQFUHDVHV�RQ�WKLV�DFFRXQW��,Q
WKH�FXUYHG�SDUW�RI�WKH�/RUHQ]�FXUYH��IRU�HDFK�LQGLYLGXDO�ZRUNHU�WKH�QHW�RI�WD[
ZDJH�LV�XQFKDQJHG��EXW� WKH�ZRUNLQJ�SRSXODWLRQ� LV�QRZ�D�VPDOOHU� IUDFWLRQ�RI
WKH�WRWDO��7KLV�VKULQNLQJ�RI�WKH�ZRUNLQJ�SRSXODWLRQ�PHDQV�WKDW�ZH�KDYH�WR�JR
IXUWKHU� GRZQ� WKH� HDUQLQJV� UDQJH� WR� UHDFK� WKH� WRS� [� SHU� FHQW� RI� WKH� WRWDO
SRSXODWLRQ��VR�WKDW��ZLWK�D�FRQVWDQW�WD[�UDWH��WKH�XSSHU�SDUW�RI�WKH�/RUHQ]�FXUYH
DOVR�PRYHV�RXWZDUG��:H�VKRXOG�H[SHFW�WKH�GHPRJUDSKLF�VKLIW��FRXSOHG�ZLWK�D

FRQVWDQW�WD[�UDWH
�SROLF\��WR�FDXVH�D�ULVH�LQ�LQHTXDOLW\�RI�GLVSRVDEOH�LQFRPH��DV
ZHOO�DV�LQ�PDUNHW�LQFRPH�
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6XSSRVH� QRZ� WKDW� WKH� JRYHUQPHQW� UDLVHV� WKH� WD[� UDWH� LQ� UHVSRQVH� WR� WKH
LQFUHDVHG�QHHG�WR�SD\�SHQVLRQV�DQG�WKDW�WKH�EHQHILW�LV�PDLQWDLQHG�LQ�UHODWLRQ�WR
RYHUDOO�DYHUDJH�LQFRPH��,�UHIHU�WR�WKLV�DV�
VKDULQJ�WKH�EXUGHQ
��VLQFH�WKH�EHQHILW
LV� UHGXFHG� LQ� DEVROXWH� WHUPV�� LQ� OLQH� ZLWK� WKH� IDOO� LQ� WKH� RYHUDOO� DYHUDJH
LQFRPH��DQG��IURP�WKH�EXGJHW�FRQVWUDLQW������WKH�WD[�UDWH�ULVHV�LQ�SURSRUWLRQ�WR
S��VR�WKDW�QHW�ZDJHV�DUH�DOVR�UHGXFHG��)RU�WKH�PRPHQW��LW�LV�DVVXPHG�WKDW�WKHUH
LV� QR� EHKDYLRXUDO� UHVSRQVH� WR� WKHVH� FKDQJHV� LQ� WD[HV� DQG� EHQHILWV�� 7KH� IDFW
WKDW�WKH�EHQHILW�LV�UHGXFHG�SURSRUWLRQDOO\�ZLWK�DYHUDJH�LQFRPH�PHDQV�WKDW�WKH
VORSH�RI� WKH�/RUHQ]�FXUYH� UHPDLQV�XQFKDQJHG�DW� WKH� ORZHU� HQG�� DW� WKH� VDPH
WLPH��LI� WKH�EHQHILW�LV�OHVV� WKDQ�WKH�ORZHVW�QHW�RI�WD[�ZDJH��WKH�/RUHQ]�FXUYH
EH\RQG�WKH�SUH�VKLIW�YDOXH�RI�S�LV�ORZHU�WKDQ�EHIRUH��DQG��DPRQJ�WKH�ZRUNLQJ
SRSXODWLRQ�� WKH� VORSH� DW� WKH� HQG� FDQ� EH� VHHQ� WR� ULVH�� ,Q� WKLV� VLWXDWLRQ�� WRR�
WKHUHIRUH��ZH�ZRXOG�H[SHFW�WR�REVHUYH�DQ�LQFUHDVH�LQ�LQHTXDOLW\�RI�GLVSRVDEOH
LQFRPH�� HYHQ� LI� PRUH� PXWHG� WKDQ� LQ� WKH� ILUVW� FDVH�� DV� D� UHVXOW� RI� WKH
GHPRJUDSKLF�VKLIW�DQG�WKH�DVVRFLDWHG�SROLF\�UHVSRQVH�

7KH�
VKDULQJ�WKH�EXUGHQ
�SROLF\�PHDQV�WKDW�EHQHILW�HQWLWOHPHQW�IDOOV�LQ�UHODWLRQ
WR�WKH�DYHUDJH�ZDJH��ZKLFK�ZRXOG�EH�WKH�UHIHUHQFH�SRLQW�LQ�D��JURVV��HDUQLQJV
UHSODFHPHQW� VFKHPH�� $� WKLUG� SRVVLEOH� VLWXDWLRQ� LV� ZKHUH� WKH� SHQVLRQ� LV
PDLQWDLQHG� DV� D� SURSRUWLRQ� RI� WKH� DYHUDJH� ZDJH� �
QR� VFKHPH� DGMXVWPHQW
��
ZKLFK�PHDQV� WKDW� WKH� WD[� UDWH�KDV� WR� ULVH�SURSRUWLRQDWHO\� WR� WKH� GHSHQGHQF\
UDWLR� �S����S���� ,I��VD\��S�KDV� ULVHQ�IURP�D� ILIWK� WR�D� WKLUG�� WKH� WD[� UDWH�KDV� WR
GRXEOH��FRPSDUHG�ZLWK�D�WZR�WKLUGV�ULVH�LQ�WKH�
VKDULQJ�WKH�EXUGHQ
�FDVH��7KH
/RUHQ]�FXUYH�QRZ�VKLIWV�XSZDUGV�DW�WKH�ERWWRP��DQG�WKHUH�FRXOG�EH�D� IDOO� LQ
WKH�*LQL�FRHIILFLHQW� IRU�GLVSRVDEOH� LQFRPH��%\�FRQWLQXLW\��ZH�FDQ�VHH� WKDW�D
SROLF\�ZKLFK�FXWV�EHQHILW�HQWLWOHPHQWV�E\�OHVV�WKDQ�WKH�IDOO�LQ�DYHUDJH�LQFRPH
FRXOG� PHDQ� WKDW� WKH� GHPRJUDSKLF� VKLIW�� SOXV� SROLF\� UHVSRQVH�� OHDYHV
XQFKDQJHG�WKH�*LQL�FRHIILFLHQW�IRU�GLVSRVDEOH�LQFRPH�

��� ,QFLGHQFH

&KDQJHV�LQ�WD[HV�DQG�EHQHILWV�PD\�EH�H[SHFWHG�WR�OHDG�WR�EHKDYLRXUDO�FKDQJH�
7KLV� EULQJV� XV� WR� WKH� LVVXH� RI� LQFLGHQFH�� 6RPH� RI� WKH� SRVVLEOH� LPSOLFDWLRQV
PD\�EH�VHHQ�E\�H[WHQGLQJ�WKH�DQDO\WLFDO�IUDPHZRUN�DOUHDG\�GHVFULEHG��$W�WKH
VLPSOHVW�OHYHO�� WKH�ULVH�LQ� WKH� WD[�UDWH�PD\�UHGXFH�WKH�OHYHO�RI�ZDJH�LQFRPH�
6XSSRVH� WKDW�� RYHUDOO�� WKH� ZRUNLQJ� SRSXODWLRQ� UHGXFHV� LWV� ZRUN� HIIRUW�� D
FKDQJH� ZKLFK� PD\� WDNH� PDQ\� IRUPV� �IRU� H[DPSOH�� FHDVLQJ� D� VHFRQG� MRE�
VORZHU� UHWXUQ� WR�ZRUN� DIWHU� WLPH� RII� IRU� IDPLO\� UHVSRQVLELOLWLHV�� QRW� VHHNLQJ
SURPRWLRQ���,Q�WKH�JRYHUQPHQW�EXGJHW�FRQVWUDLQW�� �QRZ�EHFRPHV�D�GHFOLQLQJ
IXQFWLRQ�RI� W�� ,Q� WKH�VHFRQG�DQG�WKLUG�VLWXDWLRQV�GHVFULEHG�DERYH�� WKH�EHQHILW
OHYHO�ZLOO� EH� ORZHU� WKDQ�SUHGLFWHG� RQ� WKH� EDVLV� RI� FRQVWDQW� �� 7KH� UDQJH� RI
FKRLFHV� RSHQ� WR� WKH� JRYHUQPHQW� LV� QRZ� VKRZQ�E\� WKH� KHDY\� FXUYHG� OLQH� LQ
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)LJXUH��� UDWKHU� WKDQ�E\� WKH�VWUDLJKW� OLQH��$OVR�GUDZQ�LV�D�VRFLDO� LQGLIIHUHQFH
FXUYH�LQGLFDWLQJ�D�SROLF\�FKRLFH��(��7KLV�UHIHUV�WR�WKH�VLWXDWLRQ�EHIRUH�D�ULVH�LQ
WKH� VL]H� RI� WKH� GHSHQGHQW� SRSXODWLRQ�� 7KH� VLWXDWLRQ� 
DIWHU
� LV� VKRZQ� E\� WKH
GDVKHG�OLQH��ZKHUH�WKH�EHQHILW�OHYHO�SRVVLEOH�DW�DQ\�WD[�UDWH�IDOOV�DQG�WKH�VORSH
DW� DQ\� WD[� UDWH� LV� UHGXFHG�� PDNLQJ� EHQHILW� FXWV� PRUH� DWWUDFWLYH� WR� WKH
JRYHUQPHQW��

FIGURE 7
POLICY OPTIONS

Source: author.

$�VHFRQG�IRUP�RI�EHKDYLRXUDO�DGMXVWPHQW�LV�ZLWKGUDZDO�IURP�WKH�ODERXU�IRUFH�
7KURXJK�HDUO\�UHWLUHPHQW��IRU�H[DPSOH��WKH�VL]H�RI�WKH�GHSHQGHQW�SRSXODWLRQ�
S��PD\�EHFRPH�D�IXQFWLRQ�RI�WKH�WD[�DQG�EHQHILW�SDUDPHWHUV��6XSSRVH�WKDW�WKH

������������������������������������������
��,QWURGXFWLRQ�RI�LQFHQWLYH�FRQVLGHUDWLRQV�DOVR�DIIHFWV�WKH�HYDOXDWLRQ�RI�WKH�UHGLVWULEXWLRQDO
RXWFRPH��$�UHGXFWLRQ�RI�ZRUN�HIIRUW�E\�WKH�ZRUNLQJ�SRSXODWLRQ�UHGXFHV�WKHLU�FDVK�LQFRPH�
EXW� KDV� RIIVHWWLQJ� DGYDQWDJHV� LQ� WHUPV� RI� LQFUHDVHG� OHLVXUH�� KRPH� SURGXFWLRQ�� HWF�� ,W� LV
WKHUHIRUH�QRW�DSSURSULDWH�WR�PHDVXUH�WKHLU�ZHOIDUH�VLPSO\�E\�WKHLU�FDVK�LQFRPH��7KH�FRUUHFW
DGMXVWPHQW�GHSHQGV�RQ�WKH�XQGHUO\LQJ�PRGHO�RI�EHKDYLRXU��$�VLPSOH�FDVH�LV� WKDW�XVHG�E\
$WNLQVRQ� DQG� %RXUJXLJQRQ� �������� ZKHUH� WKH� FRVW� RI� HIIRUW� LV� DVVXPHG� WR� EH� D� IL[HG
SURSRUWLRQ�� �� �� RI� QHW� HDUQLQJV� �ZKHUH� ���� � �� ����7KH� GLVWULEXWLRQ� LV� WKHQ� HYDOXDWHG� LQ
WHUPV�RI�EHQHILWV�DQG� �WLPHV�QHW�HDUQLQJV�
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SDUWLFLSDWLRQ�GHFLVLRQ�LV�EDVHG�RQ�D�FRPSDULVRQ�RI�QHW�LQFRPH�LQ�ZRUN�DQG�WKH
EHQHILW�OHYHO��7KHUH�LV�WKHQ�D�FULWLFDO�ZDJH��Z��GHILQHG�E\

�Z����W�� �E� ���

,I�ZH�DVVXPH�WKDW�WKH�ZDJH��Z��WKDW�D�SRWHQWLDO�ZRUNHU�FDQ�FRPPDQG�LV�UHODWHG
WR�WKH�ZRUNHU
V�UDQN�LQ�WKH�VNLOO�GLVWULEXWLRQ�)�Z���ZKHUH�����)������WKHUH�ZLOO
EH�D�SURSRUWLRQ��)� �)�Z���ZKR�GR�QRW�SDUWLFLSDWH��7KH�SURSRUWLRQ��)��ULVHV
ZLWK�WKH�WD[�UDWH�DQG�IDOOV�LI�EHQHILWV�DUH�FXW��,W�LV�SRVVLEOH�WKDW�)� ����LQ�WKDW
QR�RQH�KDV�SRWHQWLDO�ZDJHV�RI�Z�RU� ORZHU�� ,QGHHG��D�JRYHUQPHQW�PD\� WDNH
WKLV� DV� D� FRQVWUDLQW� RQ� WKH� FKRLFH� RI� WD[� DQG�EHQHILW� SDUDPHWHUV�� )RU� VXFK� D

OLPLWHG
�ZHOIDUH�VWDWH��WKHUH�LV�WKH�FRQVWUDLQW�LPSRVHG�RQ�WKH�VXSSO\�VLGH�WKDW

E��� ����W��ZPLQ ���

ZKHUH�ZPLQ� LV� WKH� ORZHVW�ZDJH�RI�DQ\�SRWHQWLDO�ZRUNHU��6XFK�D�FRQVWUDLQW� LV
VKRZQ�LQ�)LJXUH����WKH�FKRLFH�LQ�WKLV�FDVH�EHLQJ�/��IRU�
OLPLWHG
��

��� 3ROLF\�FKRLFHV

6R� IDU� ,�KDYH�GLVFXVVHG� WKH�PHQX�RI� FKRLFHV�RSHQ� WR� WKH�JRYHUQPHQW� LQ� WKH
HYHQW�RI� D�GHPRJUDSKLF� VKLIW��+RZ�FRXOG�ZH� LQ� IDFW� H[SHFW� JRYHUQPHQWV� WR
UHDFW"�$V�ZH�KDYH�VHHQ��LQDFWLRQ�LV�QRW�DQ�RSWLRQ��:H�FDQQRW�WDNH�
QR�FKDQJH

DV�WKH�SROLF\�UHIHUHQFH�SRLQW��VLQFH�WKLV�ZLOO�QRW��LQ�JHQHUDO��DOORZ�WKH�EXGJHW
WR�EH�EDODQFHG�6��:KDW�WKHQ�DUH�WKH�PDLQ�FRQVLGHUDWLRQV"�:H�PD\�GLVWLQJXLVK
WZR�VLGHV�RI�WKH�HTXDWLRQ��7KH�ILUVW��ZKLFK�KDV�UHFHLYHG�PRVW�DWWHQWLRQ��LV�WKH
FRVW� VLGH��$V� LV�FOHDU� IURP� WKH�JRYHUQPHQW�EXGJHW�FRQVWUDLQW� LQ�)LJXUH���� DW
DQ\�JLYHQ�WD[�UDWH�EHQHILWV�DUH�ORZHU��DQG�D�ORZHU�OHYHO�RI�VRFLDO�ZHOIDUH�FDQ
EH�DWWDLQHG��:H�PLJKW�H[SHFW�WKHUH� WR�EH�VRPH�VKDULQJ�RI�WKH�EXUGHQ�� LQ� WKH
VHQVH�WKDW�ZRXOG�EH�LPSOLHG�E\�PRYLQJ�WR�D�ORZHU�VRFLDO�LQGLIIHUHQFH�FXUYH�LQ
WKH�
QRUPDO
�FDVH��%XW�WKH�VORSH�RI�WKH�WUDGH�RII�DOVR�ZRUVHQV��LQGXFLQJ�D�PRYH
URXQG�WKH�IURQWLHU�WRZDUGV�ORZHU�EHQHILWV�DQG�WD[HV��,W�LV�SRVVLEOH�WKDW�WKH�WD[
UDWH�ZRXOG�DFWXDOO\�EH�FXW��+RZHYHU�� LW� LV�DOVR�SRVVLEOH� WKDW� WKH�WD[�UDWH�ZLOO
ULVH��,Q�WKH�FDVH�ZKHUH�WKH�ZHOIDUH�VWDWH�LV�OLPLWHG�E\������ZH�ZLOO�VHH�D�IDOO�LQ
E��DV�/�PRYHV�WR�/���EXW�WKHUH�ZLOO�DOVR�EH�D�ULVH�LQ�W��:LWK�D�ORZHU�EHQHILW��WKH
WD[�UDWH�FDQ�EH�UDLVHG�ZLWKRXW�YLRODWLQJ�WKH�FRQVWUDLQW��VR�WKDW�WKHUH�LV�D�GHJUHH
RI�EXUGHQ�VKDULQJ�

������������������������������������������
��$Q�XQEDODQFHG�EXGJHW��ILQDQFHG�WKURXJK�JRYHUQPHQW�ERUURZLQJ��LV�DOVR�D�SRVVLELOLW\��EXW
DJDLQ�WKLV�FRQVWLWXWHV�D�
SROLF\�FKDQJH
��ZKLFK�KDV�GLVWULEXWLRQDO�LPSOLFDWLRQV�
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:KHUHDV�DWWHQWLRQ� WHQGV� WR�FRQFHQWUDWH�RQ� WKH�FRVW� VLGH�� WKH�GHPDQG�VLGH�RI
WKH� JRYHUQPHQW� SROLF\� FKRLFH� LV� DOVR� LPSRUWDQW�� $� ULVH� LQ� WKH� GHSHQGHQW
SRSXODWLRQ�FHUWDLQO\�LQFUHDVHV�WKH�FRVW��EXW�LW�DOVR�LQFUHDVHV�WKH�YDOXH�DWWDFKHG
WR�SURYLGLQJ�DGHTXDWH�EHQHILWV��7DNLQJ�ERWK�VLGHV�LQWR�DFFRXQW�� LW� LV�SRVVLEOH
WKDW�D�ULVH�LQ�WKH�GHSHQGHQF\�UDWLR�ZRXOG�OHDG�D�FRXQWU\�WR�H[WHQG�LWV�ZHOIDUH
VWDWH��:KHWKHU�LW�ZRXOG�GR�VR�GHSHQGV�RQ�WKH�QDWXUH�RI�VRFLDO�REMHFWLYHV��,I�WKH
JRYHUQPHQW� LV� VROHO\� FRQFHUQHG� ZLWK� WKH� ZHOIDUH� RI� WKH� OHDVW� ZHOO� RII� ±� D
5DZOVLDQ�REMHFWLYH�±� WKHQ�WKH�QXPEHU�RI�SHRSOH� LQ� WKLV� WDUJHW�FDWHJRU\�GRHV
QRW�HQWHU�WKH�VRFLDO�FDOFXOXV��,Q�WKLV�UHVSHFW��KRZHYHU��WKH�5DZOVLDQ�REMHFWLYH
GLIIHUV� IURP� VRFLDO� ZHOIDUH� IXQFWLRQV� WKDW� JLYH� SRVLWLYH�ZHLJKW� WR� DOO� RI� WKH
SRSXODWLRQ��,I�WKH�ZHLJKW�LV�XQLIRUP��WKHQ�WKHUH�LV�QR�PRWLYH�IRU�UHGLVWULEXWLRQ�
%XW�HYHQ�WKH�PRVW�FRQVHUYDWLYH�RI�JRYHUQPHQWV�W\SLFDOO\�KDV�VRPH�GHJUHH�RI
FRQFHUQ� IRU� WKH� SRRU�� 6XSSRVH� WKDW�ZH� KDYH�ZKDW�PD\� EH� FDOOHG� 
FKDULWDEOH
FRQVHUYDWLVP
��ZKHUH�GLVWULEXWLRQDO�FRQFHUQ�LV�UHSUHVHQWHG�E\�D�KLJKHU�VRFLDO
PDUJLQDO�YDOXDWLRQ�RI� LQFRPH� IRU� WKH� UHWLUHG� SRSXODWLRQ� �QRW� WKH� YROXQWDULO\
XQHPSOR\HG���,Q�WKLV�FDVH��WKH�VL]H�RI�WKH�WDUJHW�SRSXODWLRQ�HQWHUV�WKH�HTXDWLRQ
RQ� WKH� GHPDQG� VLGH�� D� GRXEOLQJ� RI� WKH� GHSHQGHQF\� UDWLR� GRXEOHV� WKH
GHVLUDELOLW\�RI�D�PRUH�H[WHQVLYH�WUDQVIHU��,Q�WHUPV�RI�)LJXUH����WKHUH�KDV�EHHQ�D
VKLIW� LQ� WKH� VRFLDO� LQGLIIHUHQFH� FRQWRXUV��ZKLFK� KDV� WR� EH� VHW� LQ� WKH� EDODQFH
ZLWK�WKH�LQFUHDVHG�FRVW��7KHUH�DUH�SUHVVXUHV�LQ�ERWK�GLUHFWLRQV�

3ROLF\� UHVSRQVHV� LQ� UHFHQW�GHFDGHV�PD\�DOVR�KDYH�EHHQ�DIIHFWHG�E\�VKLIWV� LQ
JRYHUQPHQW� REMHFWLYHV�� -XVW� WR� JLYH� RQH� H[DPSOH�� LW� LV� SRVVLEOH� WKDW� D
SHUFHSWLRQ�WKDW�WKH�HOGHUO\�DUH�RQ�DYHUDJH�PRUH�ZHOO�RII�KDV�OHG�WR�D�IDOO�LQ�WKH
ZHLJKW� DWWDFKHG� WR� WKHLU� LQFRPHV� DFFRUGLQJ� WR� WKH� FKDULWDEOH� FRQVHUYDWLYH
SRVLWLRQ��7KLV�VKLIW�LQ�REMHFWLYHV�PD\�RIIVHW�WKH�RSSRVLWH�SUHVVXUH�WR�JLYH�PRUH
ZHLJKW� WR� WKLV�JURXS�VLQFH� LW�KDV�EHFRPH�D� ODUJHU� IUDFWLRQ�RI� WKH�SRSXODWLRQ�
2U�� HDUOLHU� JRYHUQPHQWV� KDG�PRUH� H[WHQVLYH� UHGLVWULEXWLYH� DPELWLRQV��ZKHUH
WKHUH�ZDV�FRQFHUQ�QRW�MXVW�ZLWK�WKH�OHDVW�DGYDQWDJHG��EXW�DOVR�ZLWK�WKH�UHODWLYH
GLVWULEXWLRQ�DPRQJ�WKRVH�KLJKHU�XS�WKH�VFDOH��7KHUH�KDV�EHHQ�D�VZLWFK�WR�WKH
OHVV�DPELWLRXV�FKDULWDEOH�FRQVHUYDWLYH�SRVLWLRQ��&KDQJHG�REMHFWLYHV�PD\�DOVR
WDNH�WKH�IRUP�RI�JUHDWHU�ZHLJKW�DWWDFKHG�WR�FXWWLQJ�WKH�VL]H�RI�WKH�JRYHUQPHQW
EXGJHW�� 7KH� ILVFDO� FULWHULD� DGRSWHG� E\� (XURSHDQ� JRYHUQPHQWV� DW�0DDVWULFKW
DUH� DQ� H[DPSOH�� :H� PD\� EH� REVHUYLQJ� SROLF\� FKDQJHV� GULYHQ� QRW� E\
GHPRJUDSKLF�VKLIWV��EXW�E\�QHZ�SROLWLFDO�DJHQGDV�

7KH� H[SODQDWLRQ� RI� VXFK� VKLIWLQJ� DJHQGDV� WDNHV� XV� LQWR� WKH� ILHOG� RI� SXEOLF
FKRLFH� RU� SROLWLFDO� HFRQRP\�� 7KH� OLWHUDWXUH� VXJJHVWV� D� YDULHW\� RI� SRVVLEOH
H[SODQDWLRQV�� $� YRWLQJ� PRGHO� LQGLFDWHV� WKDW� ZH� QHHG� WR� FRQVLGHU� WKH
SUHIHUHQFHV�RI� WKH�HOHFWRUDWH�DQG�WKH�PHFKDQLVPV�E\�ZKLFK�LWV�FRQFHUQV�DQG
LQWHUHVWV� DUH� WUDQVODWHG� LQWR� DFWLRQ��7KH� HOHFWRUDWH�PD\�EH� LQIOXHQFHG�E\� WKH
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LGHRORJ\�RI�SROLWLFLDQV�DQG�E\�WKH�DWWHPSW�RI�WKHVH�DFWRUV�WR�REWDLQ�DQG�UHWDLQ
SROLWLFDO� SRZHU�� 0RYLQJ� EH\RQG� VWULFWO\� HOHFWRUDO� PRGHOV�� ZH� KDYH� WR
UHFRJQL]H�WKDW�WKH�FLYLO�VHUYDQWV�DGPLQLVWHULQJ�SXEOLF�SROLF\�PD\�WKHPVHOYHV
KDYH�REMHFWLYHV�ZKLFK�WKH\�DUH�DQ[LRXV�WR�SXUVXH��,Q�WKH�ILHOGV�RI�WD[DWLRQ�DQG
VRFLDO� VHFXULW\�� WKHUH� DUH� DFWLYH� SUHVVXUH� JURXSV� DQG� OREELHV�� 9LHZHG� LQ� DQ
LQWHUQDWLRQDO� FRQWH[W�� WKH� EHKDYLRXU� RI� QDWLRQDO� JRYHUQPHQWV� PD\� EH
LQIOXHQFHG�E\�ZKDW�LV�KDSSHQLQJ�LQ�RWKHU�FRXQWULHV��7D[�UHIRUP�LV�FRQWDJLRXV�


7KH�8�6��H[DPSOH�UDLVHG�WKH�SURILOH�RI�FRPSUHKHQVLYH�WD[�UHIRUP�DV�DQ�LVVXH
LQ� SXEOLF� GLVFXVVLRQ� LQ� &DQDGD
� �'RGJH� DQG� 6DUJHQW�� ������ ����� 7KH� DFWXDO
QDWXUH�RI�SROLF\�UHVSRQVHV�LV�WKH�VXEMHFW�RI�WKH�QH[W�VHFWLRQ�

,,, 32/,&<�&+$1*(6�,1�5(',675,%87,9(�7$;(6�$1'
75$16)(56��&$6(�678',(6�2)�81(03/2<0(17

%(1(),7�$1'�3(5621$/�7$;$7,21

:KDW�KDYH�EHHQ�WKH�DFWXDO�SROLF\�UHVSRQVHV"�,Q�WKLV�VHFWLRQ��,�FRQVLGHU�VRPH
RI� WKH� FKDQJHV� LQ� UHGLVWULEXWLYH� SROLFLHV� ZKLFK� KDYH� WDNHQ� SODFH� LQ� 2(&'
FRXQWULHV� RYHU� WKH� ����V� DQG� ����V�� WDNLQJ� XQHPSOR\PHQW� EHQHILWV� DQG
SHUVRQDO� WD[DWLRQ� DV� H[DPSOHV�� 7KHVH� DUH� RQO\� SDUW� RI� WKH� UHGLVWULEXWLYH
SURFHVV�� EXW� WKH\� DUH� SROLF\� DUHDV� ZKLFK� KDYH� UHFHLYHG� D� JUHDW� GHDO� RI
DWWHQWLRQ��,�ORRN�LQ�GHWDLO�DW�WKH�VL[�FRXQWULHV�LGHQWLILHG�LQ�6HFWLRQ���

2QH�DSSURDFK�WR�WKH�SROLF\�UHVSRQVHV�LV�WR�FRQVLGHU�WKH�DJJUHJDWH�H[SHQGLWXUH
RQ� WUDQVIHUV� DQG� WKH� DJJUHJDWH� UHFHLSWV� RI� WKH� JRYHUQPHQW�� 7KHVH� DUH
LOOXVWUDWHG�LQ�)LJXUH����ZKLFK�VKRZV�WKH�FKDQJHV�EHWZHHQ���������DQG������
����6RFLDO�WUDQVIHUV�LQFUHDVHG�UHODWLYH�WR�*'3�LQ�DOO�ILYH�FRXQWULHV���*HUPDQ\
LV� QRW� LQFOXGHG� VLQFH� WKH� SHULRG� VSDQV� UHXQLILFDWLRQ��� 7KH� LQFUHDVH� ZDV
SDUWLFXODUO\� ODUJH� LQ�)LQODQG��ZKHUH� LW� GRXEOHG�� DQG� LQ�6ZHGHQ��&DQDGD� DQG
WKH�8.� VKRZ�D� UDWKHU� VLPLODU� LQFUHDVH��2Q� WKH� WD[� VLGH�� WKH�SLFWXUH� LV�PRUH
PL[HG�� 7KHUH� ZHUH� DJDLQ� ODUJH� LQFUHDVHV� LQ� )LQODQG� DQG� 6ZHGHQ� DQG� D
VL]HDEOH�LQFUHDVH�LQ�&DQDGD��EXW�WKHUH�ZDV�D�IDOO�LQ�WKH�8.�
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FIGURE 8
SOCIAL TRANSFERS AND TOTAL GOVERNMENT RECEIPTS AS A

PERCENTAGE OF GDP

Source: OECD (1997a), Tables 6.3 and 6.6.

$JJUHJDWH�VSHQGLQJ�KDV�EHHQ�XVHG�LQ�D�QXPEHU�RI�VWXGLHV��3ROLWLFDO�VFLHQWLVWV
KDYH� LQYHVWLJDWHG� WKH� UHODWLRQ� EHWZHHQ� WKH� SROLWLFDO� FRPSOH[LRQ� RI
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JRYHUQPHQWV�DQG�ZHOIDUH�VSHQGLQJ��VHH�IRU�H[DPSOH�$SSHQGL[���LQ�0DUDYDOO�
������ DQG� &DVWOHV�� ������ &KDSWHU� ���� 7KH� UHODWLRQVKLS� EHWZHHQ� DJJUHJDWH
WUDQVIHUV�DQG�SRYHUW\�UDWHV�KDV�EHHQ�LQYHVWLJDWHG��VHH�IRU�H[DPSOH�$WNLQVRQ�
5DLQZDWHU�DQG�6PHHGLQJ��������&KDSWHU�����,W�LV��KRZHYHU��FOHDU�WKDW�DQ\�VXFK
UHODWLRQV�KDYH�WR�EH�LQWHUSUHWHG�ZLWK�FDUH��$V�WKH�
VKDULQJ�WKH�EXUGHQ
�H[DPSOH
VKRZV�� D� ULVH� LQ� WRWDO� WUDQVIHUV� UHODWLYH� WR� *13� PD\� EH� WKH� UHVXOW� RI
GHPRJUDSKLF� VKLIWV� DQG� QRW� FRUUHVSRQG� WR� DQ\� SROLF\� GHFLVLRQ� WR� LPSURYH
EHQHILWV��$JJUHJDWH�ILJXUHV�DUH�WKH�RXWFRPH�RI�D�QXPEHU�RI�IDFWRUV��,�WKHUHIRUH
WXUQ� WR� WKH� RWKHU� HQG� RI� WKH� VFDOH�� ORRNLQJ� DW� WKH� PLFUR�SROLF\� SDUDPHWHUV�
OHYHOV� RI� EHQHILW�� HOLJLELOLW\� FRQGLWLRQV�� GXUDWLRQ�� WD[� UDWHV�� WD[� EDVH�� HWF�
&KDQJHV� LQ� PLFUR�SDUDPHWHUV�� WRR�� QHHG� WR� EH� LQWHUSUHWHG� ZLWK� FDUH�� DQG� ,
GLVFXVV�LVVXHV�RI�LQWHUSUHWDWLRQ�LQ�WKH�ILQDO�SDUW�RI�WKH�VHFWLRQ�

��� 8QHPSOR\PHQW�FRPSHQVDWLRQ

,Q� WKH� SDVW�� WKH� UHVSRQVH� WR� DQ� LQFUHDVHG� QHHG� IRU� XQHPSOR\PHQW
FRPSHQVDWLRQ�KDV�EHHQ�WR�FXW�EDFN�EHQHILWV��7KH�VLWXDWLRQ�LQ�*HUPDQ\�LQ�WKH
HDUO\�����V��SXEOLF�LQVXUDQFH�ZDV�LQWURGXFHG�LQ�������KDV�EHHQ�GHVFULEHG�E\
6FKPLG�HW�DO�


7KH�V\VWHP�ZDV�XQDEOH�WR�FRSH�ZLWK�LWV�ILUVW�WHVW��WKH�GHSUHVVLRQ�RI�WKH
HDUO\�����V��,W�KDG�DOUHDG\�FRPH�XQGHU�SUHVVXUH�E\�WKH�HQG�RI�WKH�����V
DV�D�UHVXOW�RI�LQFUHDVLQJ�GHILFLWV��ZKLFK�����ZHUH�DQ�RFFDVLRQ�IRU�FRQVWDQW
FKDQJHV�� LQFUHDVHV� LQ� FRQWULEXWLRQV�� H[FOXVLRQ� IURP� FRYHUDJH�
UHGXFWLRQV� LQ� WKH� OHYHO� DQG� GXUDWLRQ� RI� EHQHILWV�� DQG� ILQDOO\� HYHQ� D
PHDQV�WHVW��LQFRPSDWLEOH�ZLWK�LQVXUDQFH�SULQFLSOHV�����$W�WKH�HQG�RI�WKH
:HLPDU� 5HSXEOLF� RQO\� ��� SHUFHQW� RI� WKH� XQHPSOR\HG�ZHUH� UHFHLYLQJ
EHQHILWV
��6FKPLG�HW�DO�������������

+DV�WKH�LQFUHDVHG�XQHPSOR\PHQW�RI�WKH�ODWWHU�SDUW�RI�WKH���WK�FHQWXU\�OHG�WR�D
VLPLODU�UHDFWLRQ"

,Q� WKH�8QLWHG� .LQJGRP�� WKH� UHVSRQVH� WR� ULVLQJ� XQHPSOR\PHQW� LQ� WKH� ����V
ZDV� LQGHHG� WR� UHVWULFW� EHQHILW� JHQHURVLW\� DQG� HQWLWOHPHQW�� 7KH� UHSODFHPHQW
UDWH�� DOUHDG\� ORZ�E\�(XURSHDQ� VWDQGDUGV��ZDV� VLJQLILFDQWO\� UHGXFHG�E\� VXFK
PHDVXUHV�DV� WKH�DEROLWLRQ�RI� WKH�HDUQLQJV�UHODWHG�VXSSOHPHQW�� OHDYLQJ�RQO\�D
IODW�UDWH�EHQHILW��$WNLQVRQ�DQG�0LFNOHZULJKW��������OLVW����GLVWLQFW�FKDQJHV�LQ
XQHPSOR\PHQW� LQVXUDQFH� EHWZHHQ� ����� DQG� ������ WKH� PDMRULW\� RI� ZKLFK
UHGXFHG� WKH� OHYHO� RU� FRYHUDJH� RI� EHQHILW�� ,Q� WKH� ����V� WKHUH� KDV� EHHQ� WKH
UHSODFHPHQW� RI� QDWLRQDO� LQVXUDQFH� EHQHILW� E\� WKH� MRE�VHHNHU� DOORZDQFH� LQ
������UHVWULFWLQJ�LQVXUDQFH�EHQHILW�WR�VL[�PRQWKV�
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,Q�WKH�8QLWHG�6WDWHV��D�UDQJH�RI�PHDVXUHV�ZDV�WDNHQ�E\�WKH�IHGHUDO�JRYHUQPHQW
LQ�WKH�����V�WR�UHGXFH�WKH�YDOXH�DQG�FRYHUDJH�RI�WKH�XQHPSOR\PHQW�EHQHILW�
7KHVH� LQFOXGHG� WKH� WD[DWLRQ� RI� EHQHILWV�� SDUWLDOO\� IURP� ����� DQG� IXOO\� IURP
������DQG�WKH�UHTXLUHPHQW�WKDW�VWDWHV�UHSD\�ZLWK�LQWHUHVW�IHGHUDO�ORDQV�WR�WKHLU
WUXVW�IXQGV��ZKLFK�FDXVHG�VWDWHV�LQ�WXUQ�WR�WLJKWHQ�HOLJLELOLW\�WR�XQHPSOR\PHQW
LQVXUDQFH� DQG� WR� UHGXFH� EHQHILWV�� 7KH� *HQHUDO� $FFRXQWLQJ� 2IILFH� UHSRUWHG
WKDW�� EHWZHHQ� ����� DQG� ������ QR� IHZHU� WKDQ� ��� VWDWHV� DGRSWHG� WLJKWHU
HOLJLELOLW\� VWDQGDUGV� RU� VWULFWHU� GLVTXDOLILFDWLRQ� SURYLVLRQV� �0RQWKO\� /DERU
5HYLHZ��6HSWHPEHU�����������

,Q�&DQDGD��WKH�8QHPSOR\PHQW�,QVXUDQFH�$FW�RI������LQFUHDVHG�VLJQLILFDQWO\
WKH�FRYHUDJH�DQG�JHQHURVLW\�RI�EHQHILWV��&DUG�DQG�5LGGHOO���������EXW�D�VHULHV
RI�VXEVHTXHQW�FKDQJHV�
KDYH�EHHQ�LQ�WKH�GLUHFWLRQ�RI�D�PRUH�UHVWULFWLYH�RU�OHVV
JHQHURXV� SURJUDPPH
� �2(&'�� ������ ����� ,Q� ����� WKH�PLQLPXP� QXPEHU� RI
ZHHNV� UHTXLUHG� WR� TXDOLI\� ZDV� LQFUHDVHG�� DQG� WKLV� ZDV� IXUWKHU� WLJKWHQHG� LQ
�����IRU�QHZ�HQWUDQWV�DQG�UHSHDW�FODLPDQWV��,Q������WKH�UHSODFHPHQW�UDWH�ZDV
ORZHUHG� WR� ��� SHU� FHQW� �IURP� ��� SHU� FHQW��� ,Q� ����� WKH� HQWU\� UHTXLUHPHQWV
ZHUH� IXUWKHU� LQFUHDVHG�� DQG� EHQHILW� GXUDWLRQV� UHGXFHG�� ,Q� ����� WKH
UHSODFHPHQW� UDWH�ZDV� IXUWKHU�FXW� WR����SHU� FHQW� �DQG� LQ������ WR����SHU� FHQW
H[FHSW� IRU� ORZ�LQFRPH� FODLPDQWV� ZLWK� GHSHQGDQWV��� DQG� WKRVH� OHDYLQJ� MREV
YROXQWDULO\�EHFDPH�LQHOLJLEOH�IRU�XQHPSOR\PHQW�LQVXUDQFH��&KDQJHV�PDGH�LQ
������UHSODFLQJ�XQHPSOR\PHQW�LQVXUDQFH�E\�HPSOR\PHQW�LQVXUDQFH��ORZHUHG
WKH�UHSODFHPHQW�UDWH�IRU�UHSHDW�FODLPDQWV��FODZHG�EDFN�WKURXJK�WKH�LQFRPH�WD[
V\VWHP� VRPH� RI� WKH� EHQHILW� WR� WKRVH� ZLWK� KLJK� LQFRPHV�� DQG� FDSSHG� WKH
PD[LPXP� GXUDWLRQ� DW� ��� ZHHNV�� 7KH� 2(&'� QRWHV� WKDW� WKH� UDWLR� RI
EHQHILFLDULHV�WR�XQHPSOR\HG��ZKLFK�ZDV����SHU�FHQW�LQ����������KDG�IDOOHQ�WR
��� SHU� FHQW� E\� ������ DOWKRXJK� QRW� DOO� RI� WKLV� IDOO� VKRXOG� EH� DWWULEXWHG� WR
SURJUDPPH�FKDQJHV��2(&'������F������

2Q�WKH�RWKHU�KDQG��LW�LV�RIWHQ�DUJXHG�WKDW�FRQWLQHQWDO�(XURSHDQ�FRXQWULHV�KDYH
QRW�IROORZHG�WKH�$QJOR�6D[RQ�URXWH�LQ�UHFHQW�\HDUV��
7KH�PDMRULW\�RI�(XURSHDQ
FRXQWULHV�KDYH�PDGH�RQO\�PDUJLQDO�FKDQJHV�WR�WKHLU�ODERXU�PDUNHW�LQVWLWXWLRQV�LQ
WKH�����V
��6LHEHUW������������

,Q�*HUPDQ\� LQ������� IRU� LQVWDQFH�� WKH� UHSODFHPHQW� UDWHV�ZHUH� UHGXFHG�E\��
SHUFHQWDJH� SRLQWV�� ZKLFK� FRXOG� EH� UHJDUGHG� DV� PDUJLQDO�� VLQFH� WKH
UHSODFHPHQW�UDWH�XQGHU�XQHPSOR\PHQW�LQVXUDQFH�UHPDLQHG����SHU�FHQW��RU���
SHU� FHQW� IRU�EHQHILFLDULHV�ZLWK� FKLOGUHQ��� 6WULFWHU� FULWHULD�ZHUH� LQWURGXFHG� LQ
$SULO������FRQFHUQLQJ�WKH�FRQGLWLRQV�XQGHU�ZKLFK�WKH�XQHPSOR\HG�FDQ�UHIXVH
D�MRE�RIIHU�RQ�WKH�JURXQGV�WKDW�LW�GRHV�QRW�FRUUHVSRQG�WR�SUHYLRXV�ZDJHV��EXW



��

WKH�2(&'� UHSRUWV� WKDW� WKH�/DERXU�2IILFH�KDG�GLIILFXOWLHV� LQ� HQIRUFLQJ� WKHVH
PHDVXUHV��2(&'������D�������

,Q�)LQODQG��WKHUH�KDV�EHHQ�D�VHULHV�RI�FKDQJHV��QRW�DOO�LQ�WKH�VDPH�GLUHFWLRQ��
7KHUH�ZDV�D�PDMRU� UHIRUP�RI�XQHPSOR\PHQW�FRPSHQVDWLRQ� LQ������ �2(&'�
�����������7KH�SUHYLRXVO\� IODW�UDWH�XQHPSOR\PHQW� LQVXUDQFH�V\VWHP�EHFDPH
HDUQLQJV� UHODWHG�� WKH� EHQHILWV� ZHUH� VLJQLILFDQWO\� UDLVHG�� DQG� WKH� HOLJLELOLW\
ZLGHQHG��%HQHILWV�EHFDPH�WD[DEOH��)URP�-DQXDU\�������ILUVW�WLPH�MRE�VHHNHUV
DQG�WKRVH�ZKR�KDYH�H[KDXVWHG�XQHPSOR\PHQW�FRPSHQVDWLRQ�FRYHUDJH�EHFDPH
HOLJLEOH�WR�DQ�LQGHILQLWH��IODW�UDWH��PHDQV�WHVWHG�ODERXU�PDUNHW�VXSSRUW�EHQHILW�
DQG� XQHPSOR\PHQW� DVVLVWDQFH� EHFDPH� OLPLWHG� LQ� GXUDWLRQ�� EXW� QR� ORQJHU
PHDQV�WHVWHG��7KLV�SDWWHUQ�RI�EHQHILW�LPSURYHPHQW�ZDV�UHYHUVHG�LQ�6HSWHPEHU
������ ZKHQ� WKH� JRYHUQPHQW� ODXQFKHG� DQ� HPSOR\PHQW� SURJUDPPH� ZKLFK
LQFOXGHG� UHVWULFWLRQV� RQ� WKH� FRYHUDJH� RU� GXUDWLRQ� RI� EHQHILW�� %HJLQQLQJ� LQ
������ WKH� SHULRG� RI� HPSOR\PHQW� UHTXLUHG� WR� TXDOLI\� IRU� WKH� XQHPSOR\PHQW
EHQHILW�ZDV�H[WHQGHG�IURP���WR����PRQWKV��OLPLWLQJ�WKH�FDSDFLW\�RI�SHRSOH�WR
PRYH�IURP�XQHPSOR\PHQW�LQVXUDQFH�WR�VXEVLGL]HG�MRE�SURJUDPPHV�DQG�WKHQ
EDFN�WR�XQHPSOR\PHQW�LQVXUDQFH��VLQFH�WKH�VXEVLGL]HG�MREV�GR�QRW�XVXDOO\�ODVW
EH\RQG� VL[� PRQWKV� �2(&'�� ������� 7KH� HIIHFW� ZDV� WR� SKDVH� GRZQ
XQHPSOR\PHQW� FRPSHQVDWLRQ�� 7KH� VDQFWLRQV� IRU� YROXQWDU\� XQHPSOR\PHQW
ZHUH�LQFUHDVHG�IURP�WKH�EHJLQQLQJ�RI�������0,662&����������������DV�ZHUH
WKH�UHTXLUHPHQWV�IRU�MRE�VHDUFK��7KH�WRWDO�HIIHFW�RI�WKHVH�PHDVXUHV�ZDV�LQ�WKH
GLUHFWLRQ�RI� UHGXFLQJ� EHQHILW� UHFHLSW�� EXW� WKH�PRGHVW� VFDOH� VKRXOG� EH� QRWHG�
7KH�2(&'� IRU� H[DPSOH� IRXQG� 
SURJUHVV� WR� EH� ODUJHO\� LQVXIILFLHQW
� �2(&'�
����E������WRZDUGV�PHHWLQJ�WKH�REMHFWLYHV�RI�WKH�2(&'�-REV�6WUDWHJ\�

(TXDOO\��LQ�6ZHGHQ�LW�ZRXOG�EH�ZURQJ�WR�VXJJHVW�WKDW�DOO�FKDQJHV�ZHUH�LQ�WKH
VDPH� GLUHFWLRQ�� ,W� LV� WUXH� WKDW� WKH� ILVFDO� FRQVROLGDWLRQ� PHDVXUHV� LQLWLDWHG� LQ
����� HPERGLHG� UHGXFWLRQV� LQ� WKH� UHSODFHPHQW� UDWH� DQG� OHVV� WKDQ� FRPSOHWH
LQGH[DWLRQ� RI� EHQHILW� SDUDPHWHUV�� EXW� UHSODFHPHQW� UDWHV� ZHUH� ODWHU� UHVWRUHG�
DQG� DQ� RIIVHWWLQJ� SURSRVDO� WR� LQWURGXFH� DQ� XSSHU� OLPLW� RQ� WKH� GXUDWLRQ� RI
EHQHILW�ZDV�UHSHDOHG��2(&'������������

&KDQJHV� LQ� XQHPSOR\PHQW� FRPSHQVDWLRQ� KDYH� WKHUHIRUH� JRQH� LQ� WKH
GLUHFWLRQV� ERWK� RI� LQFUHDVHG� DQG� RI� UHGXFHG� JHQHURVLW\�� ZLWK� WKH� ODWWHU
SUHGRPLQDWLQJ�LQ�WKH�WKUHH�$QJOR�6D[RQ�FRXQWULHV�

������������������������������������������
��)RU�D�GLVFXVVLRQ�RI�FKDQJHV�LQ�DOO�IRXU�1RUGLF�FRXQWULHV��VHH�.DXWWR�HW�DO���������



��

��� 3HUVRQDO�WD[DWLRQ

,Q� FRQWUDVW� WR� WKH� SURSRUWLRQDO� WD[� FRQVLGHUHG� LQ� WKH� VLPSOH� DQDO\WLFDO
IUDPHZRUN��ZH�QRZ�QHHG� WR�VHSDUDWH� WKH� OHYHO�DQG� WKH� VWUXFWXUH�RI�SHUVRQDO
WD[DWLRQ�� $� ULVLQJ� DYHUDJH� WD[� UDWH� PD\� FRH[LVW� ZLWK� D� ORZHU� GHJUHH� RI
SURJUHVVLRQ��7KH�2(&'�-REV�6WXG\��XVLQJ�GDWD�XS�WR����������FRQFOXGHG�WKDW
WKH� WD[� UDWH�KDG� LQFUHDVHG� LQ�PDQ\�FRXQWULHV��EXW�SRLQWHG�RXW� WKDW� WKHUH�KDG
EHHQ�D�UHDUUDQJHPHQW�RI�WKH�WD[�EXUGHQ�YLD�UHGXFHG�SURJUHVVLRQ��
7KHUH�ZHUH
ODUJH�UHGXFWLRQV�LQ�WKH�VFKHGXOH�UDWHV�RI�WD[�LQ�����*HUPDQ\��1RUZD\��6ZHGHQ�
WKH�8QLWHG�.LQJGRP�DQG�WKH�8QLWHG�6WDWHV��7KHVH�UHGXFWLRQV��KRZHYHU��ZHUH
PDLQO\�WDUJHWHG�RQ�WKH�KLJKHU�LQFRPH�JURXSV
��2(&'�������������

2Q� WKH� RWKHU� KDQG�� VXPPDUL]LQJ� WKH� H[SHULHQFH� RI� ��� 2(&'� FRXQWULHV�
0HVVHUH�FRQFOXGHG�WKDW


WKHUH� ZDV� D� VKDUS� GHFOLQH� LQ� WRS� WD[� UDWHV� EHWZHHQ� ����� DQG� �����
WRJHWKHU� ZLWK� D� UHGXFWLRQ� LQ� WKH� QXPEHU� RI� UDWHV�� 7KLV� GRHV� QRW�
KRZHYHU�� HQWDLO� D� ORVV� RI� RYHUDOO� SURJUHVVLYLW\� RI� LQFRPH� WD[� V\VWHPV
DPRQJ�PRVW�RI�WKH�WHQ�FRXQWULHV��EHFDXVH�RI�WKH�RIIVHWWLQJ�SURJUHVVLYLW\
RI�WKH�EDVH�ZLGHQLQJ�DV�ZHOO�DV�LQFUHDVHV�LQ�WD[�WKUHVKROGV
������������

/RRNLQJ�DW� WKH� VL[�FRXQWULHV� LGHQWLILHG� LQ�6HFWLRQ����ZH� ILQG� WKDW� WKHUH�KDYH
LQGHHG�EHHQ�VLJQLILFDQW�FKDQJHV�LQ�WKH�VWUXFWXUH�RI�SHUVRQDO�LQFRPH�WD[DWLRQ�
-XVW� WR� JLYH� RQH� LQGH[�� WKH� DYHUDJH� QXPEHU� RI� WD[� EUDFNHWV� �IRU� IRXU� RI� WKH
FRXQWULHV��IHOO�IURP�PRUH�WKDQ����WR�VOLJKWO\�RYHU�IRXU��0HVVHUH������������

,Q�WKH�8QLWHG�.LQJGRP��WKH�LQYHVWPHQW�LQFRPH�VXUFKDUJH��SD\DEOH�DW�D�UDWH�RI
���SHU�FHQW�RQ�LQYHVWPHQW�LQFRPH�LQ�H[FHVV�RI�D�WKUHVKROG��ZDV�DEROLVKHG�ZLWK
HIIHFW� IURP� ������ 7KH� FKDQJHV� LQ� UDWH� VWUXFWXUH� LQ� WKH� ����� EXGJHW� ZHUH
XQGRXEWHGO\� D� PDMRU� VWHS� LQ� WKH� GLUHFWLRQ� RI� PDNLQJ� WKH� V\VWHP� OHVV
SURJUHVVLYH�� 7KH� VWUXFWXUH� RI� D� EDVLF� UDWH� RI� ��� SHU� FHQW�� IROORZHG� E\
JUDGXDWHG�UDWHV�IURP����WR����SHU�FHQW��ZDV�UHSODFHG�E\�D�WZR�UDWH�VWUXFWXUH�RI
��� DQG� ��� SHU� FHQW�� 7KH� VXEVHTXHQW� LQWURGXFWLRQ� RI� UHGXFHG� UDWH� EDQGV� KDV
PRGHUDWHG�WKH�HIIHFW��EXW�WKH�V\VWHP�UHPDLQV�PXFK�OHVV�SURJUHVVLYH�DW�WKH�WRS�
7KLV�ZDV�QRW�WKH�RQO\�VXEVWDQWLDO�FKDQJH�LQ�WKH�SHUVRQDO�WD[�V\VWHP��ZKHUH�WKH
SHULRG�VDZ�DOVR�WKH�PRYH�WR�LQGHSHQGHQW�WD[DWLRQ�RI�KXVEDQGV�DQG�ZLYHV�DQG
D�UHGXFWLRQ�LQ�WKH�GHGXFWLELOLW\�RI�LQWHUHVW�SD\PHQWV�IRU�KRXVH�SXUFKDVH��,W�LV
QRW� HDV\� WR� SUHGLFW� WKH� GLVWULEXWLRQDO� LPSDFW� RI� VXFK� FKDQJHV�� EXW� WKH
FDOFXODWLRQV�RI�5HGPRQG��6XWKHUODQG�DQG�:LOVRQ��������)LJXUH������ VXJJHVW
WKDW�WKH���������LQFRPH�WD[�V\VWHP��FRPSDUHG�WR�WKDW�LQ���������LQGH[HG�E\



��

SULFH� LQFUHDVHV�� ZDV� FRQVLGHUDEO\� OHVV� SURJUHVVLYH�� SDUWLFXODUO\� DW� WKH� WRS
GHFLOH�

7D[� UHIRUP� LQ� WKH� 8QLWHG� 6WDWHV� KDV� EHHQ� ZLGHO\� GRFXPHQWHG�� 7KH� 7D[
5HIRUP�$FW�RI������ZDV�GHVFULEHG�E\�3HFKPDQ�DV�
WKH�PRVW�VLJQLILFDQW�SLHFH
RI� WD[� OHJLVODWLRQ�HQDFWHG�VLQFH� WKH� LQFRPH� WD[�ZDV�FRQYHUWHG� WR� D�PDVV� WD[
GXULQJ�:RUOG�:DU� ,,
� ������������7KH�FKDQJHV� LQ� UDWH�VWUXFWXUH�ZHUH� LQGHHG
GUDPDWLF�� UHSODFLQJ� WKH���� UDWHV�JRLQJ� IURP���� WR����SHU� FHQW�E\� D� WZR�UDWH
VWUXFWXUH�RI����DQG����SHU�FHQW��ZLWK�DQ�LQWHUPHGLDWH����SHU�FHQW�DULVLQJ�IURP
WKH�SKDVLQJ�RXW�RI� WKH�EHQHILW� IURP� WKH� SHUVRQDO� H[HPSWLRQV� DQG� ORZHU� UDWH
EDQGV���7KLV�
FROODSVH�RI�WKH�UDWH�VWUXFWXUH
�ZDV�VHHQ�E\�0XVJUDYH�DV� 
D�JLDQW
VWHS�WRZDUGV�WKH�SULQFLSOH�RI�D�IODW�UDWH�WD[
�������������7KH�FKDQJH�LQ�LQFRPH
WD[� UDWHV�ZDV� DFFRPSDQLHG� E\� WD[� EDVH� EURDGHQLQJ� �IXOO� WD[DWLRQ� RI� FDSLWDO
JDLQV�� FXUWDLOPHQW� RI� GHGXFWLRQV�� OHQJWKHQLQJ� GHSUHFLDWLRQ� SHULRGV� ±� VHH
6XQOH\� DQG� 6WRWVN\�� ������ SDJH� ����� DQG� E\� D� VKLIW� LQ� WD[DWLRQ� IURP
LQGLYLGXDOV� WR� FRUSRUDWLRQV�� 7KLV� ODWWHU� VZLWFK� ZDV� WDNHQ� LQWR� DFFRXQW� E\
3HFKPDQ��������LQ�KLV�HVWLPDWHV�RI�WKH�GLVWULEXWLRQDO� LPSDFW��$VVXPLQJ� WKDW
FRUSRUDWH�LQFRPH�WD[HV�DUH�ERUQH�E\�FDSLWDO�LQFRPH��KH�ILQGV��3HFKPDQ�������
7DEOH����WKDW�WKH�FKDQJHV�LQ�WKH�86�VLQFH�������RI�ZKLFK�WKH�PRVW�LPSRUWDQW�LV
WKH�7D[�5HIRUP�$FW�RI�������KDYH�UHGXFHG�WKH�WD[�EXUGHQ�IRU�WKH�ERWWRP�WKUHH
GHFLOHV�� LQFUHDVHG� WKH�EXUGHQ� IRU� WKH�QH[W�VL[�GHFLOHV�� DQG� UHGXFHG� LW� IRU� WKH
WRS����SHU�FHQW��7KH�WD[�UDWH�IRU�WKH�WRS���SHU�FHQW�LQ������ZDV�IDU�EHORZ�WKDW
LQ�������
7KH�LQHVFDSDEOH�FRQFOXVLRQ�IURP�WKHVH�ILJXUHV�LV�WKDW�WKH�ZHOO�WR�GR�LQ
RXU�VRFLHW\�KDG�YHU\�ODUJH�UHGXFWLRQV�LQ�WD[�UDWHV�LQ�UHFHQW�\HDUV��ZKLOH�WKH�WD[
UDWHV�DW�WKH�ORZ�DQG�PLGGOH�LQFRPH�OHYHOV�KDYH�QRW�FKDQJHG�PXFK
�����������

7KH� PRVW� VLJQLILFDQW� VXEVHTXHQW� OHJLVODWLRQ� LQ� WKH� HDUO\� ����V� ZDV� WKH
2PQLEXV�%XGJHW�5HFRQFLOLDWLRQ�$FW�RI������ZKLFK�ZDV�GLUHFWHG�DW�UHGXFLQJ
WKH�GHILFLW��EXW�DOVR�ZDV�FRQFHUQHG�ZLWK�SURJUHVVLYLW\�ZLWK�WKH�FUHDWLRQ�RI�WZR
QHZ�PDUJLQDO�LQFRPH�WD[�UDWHV�DW�WKH�WRS�HQG�����SHU�FHQW�DQG������SHU�FHQW�
DQG� WKH� H[SDQVLRQ� RI� WKH� HDUQHG� LQFRPH� WD[� FUHGLW�� EULQJLQJ� LQ� ORZ�LQFRPH
ZRUNHUV�ZLWKRXW�FKLOGUHQ�

,Q� &DQDGD�� WKH� JRYHUQPHQW� LQ� ����� VLPSOLILHG� WKH� IHGHUDO� LQFRPH� WD[
VWUXFWXUH�LQ�D�VLPLODU�ZD\��UHSODFLQJ�WKH����EUDFNHW�VFKHGXOH��IURP���WR����SHU
FHQW��E\�WKUHH�UDWHV�RI��������DQG����SHU�FHQW��7KLV�ZDV�DFFRPSDQLHG�E\�EDVH�
EURDGHQLQJ�PHDVXUHV��ZLWK� WKH�HOLPLQDWLRQ�RI�GHGXFWLRQV�DQG�WKH�FRQYHUVLRQ
RI�GHGXFWLRQV�WR�FUHGLWV�RI�WKH�VDPH�YDOXH�WR�DOO�WD[SD\HUV��7KH�HOLPLQDWLRQ�RI
WD[� SUHIHUHQFHV� SUHYLRXVO\� EHQHILWLQJ� KLJK� LQFRPHV� KDG� WKH� HIIHFW� RI
LQFUHDVLQJ� HIIHFWLYH�� DV� RSSRVHG� WR� QRPLQDO� SURJUHVVLYLW\�� DQG� WKH� RYHUDOO
HIIHFW� PD\� KDYH� EHHQ� LQFUHDVHG� UHGLVWULEXWLRQ�� $FFRUGLQJ� WR� 'RGJH� DQG
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6DUJHQW��
WKHUH�LV�D�PRGHVW�VKLIW�LQ�WKH�VKDUH�RI�IHGHUDO�WD[�SD\DEOH�IURP�ORZHU
WR� KLJKHU� LQFRPH� JURXSV
� ������� ����� 7R� WKH� IHGHUDO� WD[� KDV� WR� EH� DGGHG
SURYLQFLDO� LQFRPH�WD[��DQG�%LUG��3HUU\�DQG�:LOVRQ�QRWH� WKDW� 
VLQFH������� WKH
SURYLQFHV�KDYH�WDNHQ�XS�WKH�VODFN��SXVKLQJ�WKH�WRS�PDUJLQDO�UDWHV�WR�ZHOO�RYHU
���SHU�FHQW�DJDLQ�IRU�PRVW�SURYLQFHV
������������

,Q�*HUPDQ\��D�VXEVWDQWLDO�UHIRUP�RI�SHUVRQDO�LQFRPH�WD[DWLRQ�ZDV�FDUULHG�RXW
LQ�WKH�SHULRG����������7KH�EDVLF� WD[�DOORZDQFH�ZDV�LQFUHDVHG��DQG�WKH�FKLOG
WD[�DOORZDQFH�UHLQWURGXFHG��7KH�PDUJLQDO�WD[�UDWHV�ZHUH�IODWWHQHG�WR�EHFRPH�D
OLQHDU�IXQFWLRQ�RI�LQFRPH��7KLV�UHVXOWHG�LQ�ORZHU�PDUJLQDO�UDWHV�DW�DOO� OHYHOV�
SDUWLFXODUO\�LQ�WKH�XSSHU�PLGGOH�SDUW��DQG�OHVV�DW�WKH�YHU\�WRS��WKH�WRS�UDWH�ZDV
UHGXFHG�RQO\�IURP����WR����SHU�FHQW���6XFK�D�SDWWHUQ�RI�UHGXFWLRQ�PHDQW�WKDW
WKH� DYHUDJH� WD[� UDWH� ZDV� UHGXFHG� E\� DERXW� WKH� VDPH� DEVROXWH� QXPEHU� RI
SHUFHQWDJH�SRLQWV�IURP�DURXQG��������'0��7KH�WD[�EDVH�ZDV�EURDGHQHG��EXW
WKHUH� ZDV� D� VL]HDEOH� UHGXFWLRQ� LQ� WD[� UHYHQXH�� 6XEVHTXHQWO\�� KRZHYHU�
DFFRUGLQJ�WR�WKH�2(&'��
,Q�WKH�ZDNH�RI�*HUPDQ�UHXQLILFDWLRQ��WKH�VXSSO\�VLGH
VWUDWHJ\�RI�SURJUHVVLYH�LQFRPH�WD[�UHOLHI�LPSOHPHQWHG�VLQFH������JDYH�ZD\�WR
FRPSUHKHQVLYH�WD[�LQFUHDVHV
��2(&'������D������

,Q� ������ SURSRVDOV� IRU� D� IXUWKHU� ZLGH�UDQJLQJ� UHIRUP� RI� SHUVRQDO� DQG
FRUSRUDWH� WD[�V\VWHPV�ZDV� UHMHFWHG��ZLWK�PXFK�RI� WKH�GLVDJUHHPHQW�FHQWULQJ
RQ�WKH�GLVWULEXWLRQDO�LPSOLFDWLRQV��2(&'������D������

,Q� )LQODQG�� D� SURFHVV� RI� WD[� UHIRUP� ZDV� LPSOHPHQWHG� LQ� WKH� ODWH� ����V�
0DUJLQDO� UDWHV�ZHUH� UHGXFHG�� WKH�KLJKHVW�SHUVRQDO� LQFRPH� WD[�UDWH� OHYLHG�E\
WKH�FHQWUDO�JRYHUQPHQW�IDOOLQJ�IURP����SHU�FHQW�WR����SHU�FHQW��7KH�DLP�ZDV�
KRZHYHU��WR�FRPELQH�WKH�UDWH�FKDQJHV�ZLWK�D�EURDGHQLQJ�RI�WKH�WD[�EDVH��VXFK
DV� KLJKHU� WD[DWLRQ� RI� IULQJH� EHQHILWV� DQG� ORZHU� GHGXFWLELOLW\� RI� LQWHUHVW
SD\PHQWV��� VR�DV� WR� OHDYH�WKH�DYHUDJH�HIIHFWLYH� WD[� UDWHV� LQ�GLIIHUHQW� LQFRPH
FODVVHV�XQFKDQJHG��2(&'�������������,W�ZDV�HVWLPDWHG�WKDW�WKH�QRQ�WD[DELOLW\
RI�FHUWDLQ�LQFRPHV�KDG�SUHYLRXVO\� UHGXFHG�WKH� UHGLVWULEXWLYH� UROH�RI� WD[DWLRQ
�$DUQLR���������)URP�-DQXDU\�������LQGLYLGXDO�FDSLWDO�LQFRPH�ZDV�WD[HG�DW�D
IODW� UDWH�RI����SHU�FHQW��DV�XQGHU� WKH�1RUGLF�V\VWHP�RI�GXDO� LQFRPH� WD[DWLRQ
�6¡UHQVHQ��������1LHOVHQ�DQG�6¡UHQVHQ��������

,Q�WKH�FDVH�RI�6ZHGHQ��WKH�*RYHUQPHQW�DQQRXQFHG�LQ������WKH�LQWURGXFWLRQ�RI
D�FRPSUHKHQVLYH�WD[�UHIRUP�VWDUWLQJ�LQ��������7KLV�UHIRUP��ELOOHG�DV�WKH�
7D[

������������������������������������������
�� 7KHUH� KDG� EHHQ� D� 
PLQRU
� WD[� UHIRUP� LQ� ������ LPSOHPHQWHG� EHWZHHQ� ����� DQG� �����
ZKLFK�ORZHUHG�WKH�WRS�UDWH�RI�LQFRPH�WD[��WR������DQG�VRXJKW�WR�RIIVHW� WKH�GLVWULEXWLRQDO



��

5HIRUP�RI�WKH�&HQWXU\
��$JHOO��(QJOXQG�DQG�6|GHUVWHQ���������������LQYROYHG
D�VXEVWDQWLDO� UHGXFWLRQ�LQ�WRS�PDUJLQDO�WD[�UDWHV�� IURP�DURXQG����SHU�FHQW�WR
DURXQG����SHU�FHQW��GHSHQGLQJ�RQ�ORFDO� WD[�UDWHV���7KLV�ZDV�LQ�SDUW� ILQDQFHG
E\�D�EURDGHQLQJ�RI�WKH�LQFRPH�WD[�EDVH��IRU�H[DPSOH�LQ�WKH�FRYHUDJH�RI�QRQ�
FDVK� EHQHILWV�� DQG�E\� D� EURDGHQLQJ�RI� WKH� FRYHUDJH� RI� WKH� YDOXH� DGGHG� WD[�
&DSLWDO� LQFRPH� EHFDPH� WD[DEOH� XQGHU� D� GXDO� LQFRPH� WD[� DW� D� IODW� FHQWUDO
JRYHUQPHQW�UDWH�RI����SHU�FHQW��1HW� WUDQVIHUV� WR� IDPLOLHV�ZLWK�FKLOGUHQ�ZHUH
LQFUHDVHG� YLD� FKLOG� DQG� KRXVLQJ� DOORZDQFHV�� 7KH� ����� WD[� UHIRUP� ZDV
SUHVHQWHG� DV� QRW� DIIHFWLQJ� WKH� GHJUHH� RI� UHGLVWULEXWLRQ�� 
$FFRUGLQJ� WR� LWV
SURSRQHQWV�� WKH� UHIRUP� ZRXOG� DYRLG� WKH� FODVVLFDO� JRDO� FRQIOLFW� EHWZHHQ
HIILFLHQF\�DQG� LQFRPH�GLVWULEXWLRQ�� ,Q�VSLWH�RI�GUDVWLF�PDUJLQDO� WD[�FXWV��KLJK�
LQFRPH� HDUQHUV�ZHUH� QRW� VXSSRVHG� WR� JDLQ� UHODWLYHO\� WR� RWKHU� JURXSV
� �$JHOO�
(QJOXQG� DQG�6|GHUVWHQ�� ������ ���������$FFRUGLQJ� WR� WKH�2(&'�� WKH� UHIRUP

ZDV�QHXWUDO�ZLWK�UHVSHFW�WR�RYHUDOO�LQFRPH�HTXDOLW\
������D������

6XEVHTXHQW� WR� WKH�7D[�5HIRUP�RI� ������ WKHUH�ZHUH� IXUWKHU� WD[� DGMXVWPHQWV�
GLUHFWHG�LQ�SDUW�DW�GHDOLQJ�ZLWK�WKH�XQGHU�ILQDQFLQJ�RI�WKH�UHIRUP��,Q�������WKH
LQFRPLQJ� JRYHUQPHQW� DQQRXQFHG� D� VHULHV� RI� ILVFDO� FRQVROLGDWLRQ� PHDVXUHV
LQFOXGLQJ�UHGXFHG�UHSODFHPHQW�UDWHV��VHH�DERYH��DQG�ORZHU�FKLOG�DOORZDQFHV�
DQG�WKH�WRS�WD[�UDWH�ZDV�UDLVHG�WR����SHU�FHQW��SOXV�DQ�DYHUDJH�ORFDO�WD[�UDWH
FORVH� WR� ��� SHU� FHQW� �2(&'�� ������ SDJH� ����� 7KLV� VWLOO� UHSUHVHQWV� D
FRQVLGHUDEOH�UHGXFWLRQ�RQ�WKH�HDUOLHU�WRS�UDWHV�

��� (YDOXDWLRQ�RI�WKH�RYHUDOO�LPSDFW

,Q� EURDG� WHUPV�� WKHUH� DSSHDU� WR� EH� VLPLODULWLHV� LQ� WKH� JHQHUDO� GLUHFWLRQ� RI
FKDQJH�LQ�SROLF\�SDUDPHWHUV��EXW�WKHUH�DUH�VLJQLILFDQW�GLIIHUHQFHV�LQ�LWV�H[WHQW
DQG� LQ� VRPH� FDVHV� FRXQWULHV� KDYH� JRQH� LQ� GLIIHUHQW� GLUHFWLRQV�� :H� KDYH
PRUHRYHU� WR� DOORZ� IRU� WKH� SRVVLEOH� GLIIHUHQFHV� LQ� WKH� LPSDFW� RI� SROLF\
SDUDPHWHU� FKDQJHV� RQ� WKH� LQGLYLGXDO� FLWL]HQ�� (YHQ�PRGHVW� RU� V\PEROLF� FXWV
PD\�KDYH�GUDPDWLF�LPSOLFDWLRQV�IRU�LQGLYLGXDOV��3ROLWLFLDQV�DUH�YHU\�DZDUH�RI
WKLV�� DQG� GHEDWH� DERXW� SROLF\� UHIRUP� LV� RIWHQ� KHDYLO\� LQIOXHQFHG� E\
FDOFXODWLRQV�RI�WKH�LPSDFW�LQ�LQGLYLGXDO�FDVHV��&DOFXODWLRQV�IRU�
UHSUHVHQWDWLYH
LQGLYLGXDOV
�DUH�ZLGHO\�XVHG�LQ�SROLF\�DQDO\VLV��$Q�H[DPSOH�LV�SURYLGHG�E\�WKH
2(&'�FDOFXODWLRQV�RI� WKH� UHSODFHPHQW� UDWHV� IRU� WKH�XQHPSOR\HG�� VKRZQ� IRU
����� DQG� ����� LQ� )LJXUH� �� IRU� WKH� VL[� FRXQWULHV�� 7KH� UHSODFHPHQW� UDWH� LV� D
VXPPDU\�PHDVXUH�RI�EHQHILW� HQWLWOHPHQWV��EDVHG�RQ�DQ�DYHUDJH� IRU���� FDVHV
�FURVVLQJ�WKUHH�IDPLO\�VLWXDWLRQV�ZLWK�WKUHH�XQHPSOR\PHQW�GXUDWLRQV�DQG�WZR
HDUQLQJV�OHYHOV���7KH�UHSODFHPHQW�UDWH�URVH�LQ�&DQDGD��6ZHGHQ�DQG�)LQODQG��LW

�������������������������������������������������������������������������������������������������������������������������������
LPSDFW� E\� D� SURJUHVVLYH� FKLOG� EHQHILW� ZKLFK� ZDV� KLJKHU� IRU� WKH� WKLUG� DQG� VXEVHTXHQW
FKLOGUHQ�LQ�D�IDPLO\��VHH�%M|UNOXQG��3DOPH�DQG�6YHQVVRQ��������
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ZDV�EURDGO\�FRQVWDQW�LQ�*HUPDQ\�DQG�IHOO�LQ�WKH�8.�DQG�WKH�86���,W�VKRXOG�EH
ERUQH�LQ�PLQG�WKDW�D�QXPEHU�RI�WKH�FKDQJHV�GHVFULEHG�DERYH�FDPH�DIWHU�������

FIGURE 9
EVOLUTION OF REPLACEMENT RATES FOR UNEMPLOYED 1981-91

Source: OECD (1994), Table 8.B.1.

6XFK� K\SRWKHWLFDO� FDOFXODWLRQV� PDNH� VRPH� DOORZDQFH� IRU� WKH� YDULHW\� RI
LQGLYLGXDO� FLUFXPVWDQFHV�� EXW� WKHUH� DUH� QRQHWKHOHVV� VHULRXV� OLPLWDWLRQV� ZLWK
DQ\�VXFK�LQGLFDWRU��7KHUH�LV�QR�UHDO�DOWHUQDWLYH�WR�WKH�XVH�RI�VDPSOH�VXUYH\V�RI
KRXVHKROGV�ZKLFK�UHIOHFW�WKH�IXOO�GLYHUVLW\�RI�FLUFXPVWDQFHV��ZKLFK�PHDQV�WKDW
WKH� LPSDFW�RI� UHGXFWLRQV� LQ�EHQHILWV�RQ� WKH�RYHUDOO�GLVWULEXWLRQ�RI�KRXVHKROG
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LQFRPHV� FDQQRW� EH� VWUDLJKWIRUZDUGO\� GHGXFHG�� :KLOH� WKHUH� LV� VRPH
SUHVXPSWLRQ� WKDW� EHQHILW� UHFLSLHQWV� DUH� WR� EH� IRXQG� LQ� WKH� ORZHU� SDUW� RI� WKH
GLVWULEXWLRQ��WKLV�LV�QRW�LQHYLWDEO\�WKH�FDVH��VLQFH�WKH\�PD\�KDYH�SDUWQHUV�ZKR
DUH� HPSOR\HG� DQG� WKH\� PD\� KDYH� RWKHU� VRXUFHV� RI� LQFRPH�� 7KH� VHFRQG
HVVHQWLDO�LQJUHGLHQW�LQ�D�GLVWULEXWLRQDO�DQDO\VLV�LV�LQFOXVLRQ�RI�WKH�IXOO�UDQJH�RI
SROLFLHV��0\�FDVH�VWXGLHV�RI�XQHPSOR\PHQW�DQG�SHUVRQDO�LQFRPH�WD[DWLRQ�DUH
RQO\� SDUW� RI� WKH� VWRU\�� 5HIRUPV� RI� EHQHILWV� DQG� WD[DWLRQ� KDYH� EHHQ
DFFRPSDQLHG�E\�RWKHU�PHDVXUHV�ZKLFK�KDYH� UHGLVWULEXWLYH� LPSOLFDWLRQV�� DQG
ZH�QHHG� WR� ORRN� DW� WKH� WRWDO� LPSDFW�� -XVW� WR� JLYH� RQH� LQVWDQFH�� WKH� WKUXVW� RI
SROLF\� LQ� D� QXPEHU� RI� FRXQWULHV� KDV� EHHQ� WR� FRPELQH� UHGXFWLRQV� LQ
XQHPSOR\PHQW� EHQHILW� ZLWK� DFWLYH� ODERXU� PDUNHW� SROLFLHV�� ,I� WKH� DFWLYH
PHDVXUHV� ORZHU� XQHPSOR\PHQW�� WKHQ� WKH� GLVWULEXWLRQ� RI�PDUNHW� LQFRPH�ZLOO
LPSURYH� DQG� WKHUH�ZLOO� EH� OHVV� QHHG� IRU� UHGLVWULEXWLRQ��0RUHRYHU�� WKHUH� DUH
LQWHUDFWLRQV�DPRQJ�GLIIHUHQW�SROLFLHV��DV�LV�LOOXVWUDWHG�E\�DQ�H[DPSOH�DIIHFWLQJ
WKH�WZR�DUHDV�FRQVLGHUHG�KHUH��WKH�LPSRVLWLRQ�RI�LQFRPH�WD[DWLRQ�RQ�EHQHILWV
UHFHLYHG� ±� D� SROLF\� FKDQJH�PDGH� LQ� WKH� 8.� ±� GHSHQGV� RQ� WKH� VWUXFWXUH� RI
LQFRPH�WD[�UDWHV�

7KHUH� KDYH� EHHQ� LQWHUHVWLQJ� VWXGLHV� RI� WKH� GLVWULEXWLRQDO� HIIHFWV� RI� SROLF\
UHIRUPV� LQ� LQGLYLGXDO�FRXQWULHV�ZKLFK�FRPELQH� WKH� WZR� IHDWXUHV� HPSKDVL]HG
DERYH�� EDVHG� RQ� VLPXODWLRQV� RI� WKH� IXOO� VHW� RI� SROLF\� FKDQJHV� XVLQJ
UHSUHVHQWDWLYH� VDPSOHV� RI� KRXVHKROGV�� ,Q� 6ZHGHQ�� %M|UNOXQG�� 3DOPH� DQG
6YHQVVRQ� ������� KDYH� XVHG� WKH� +,1.� DQQXDO� LQFRPH� VXUYH\� SURYLGHG� E\
6WDWLVWLFV� 6ZHGHQ� WR� H[DPLQH� SUH�� DQG� SRVW�GLVWULEXWLRQV� XQGHU� WKH� ROG� DQG
QHZ�WD[�UXOHV�IROORZLQJ�WKH������6ZHGLVK�WD[�UHIRUP��7KHLU�VXPPDU\�RI�WKH
HIIHFW� RI� WKH� UHIRUP� RQ� WKH� RYHUDOO� LQFRPH� GLVWULEXWLRQ� LV� WKDW� 
D� GHFUHDVHG
HTXDOL]LQJ�HIIHFW�GXH�WR�GHFUHDVHG�LQFRPH�WD[�SURJUHVVLYLW\�DQG�ORZHU�RYHUDOO
DYHUDJH�LQFRPH�WD[�UDWHV�ZDV�RIIVHW�E\�LQFUHDVHG�KRUL]RQWDO�HTXLW\�RI�LQFRPH
WD[HV� DQG� LQFUHDVHG� FKLOG� DQG� KRXVLQJ� DOORZDQFHV
� �%M|UNOXQG�� 3DOPH� DQG
6YHQVVRQ�������������

$W�WKH�VDPH�WLPH��WKH\�SRLQW�RXW�WKDW�WKLV�UHVXOW�RI�FRXQWHUDFWLQJ�IRUFHV�FRXOG
VWLOO�PHDQ� WKDW�VXEJURXSV�RI� WKH�SRSXODWLRQ�ZHUH�GLIIHUHQWLDOO\�DIIHFWHG��7KH
WD[DWLRQ�RI� HDUQHG� LQFRPH�EHFDPH� OHVV� UHGLVWULEXWLYH�� VR� WKDW� LQ� WKLV� UHVSHFW
WKHUH�ZHUH�VLPLODULWLHV�ZLWK��IRU�H[DPSOH��WKH�8.��7KH�IODW�WD[�RQ�FDSLWDO�PD\
KDYH� UHGXFHG� WD[� DYRLGDQFH� E\� WKH� ZHDOWK\�� LQFUHDVLQJ� WKH� UHGLVWULEXWLYH
LPSDFW�� &KLOG� DQG� KRXVLQJ� DOORZDQFHV� ZHUH� PRUH� LPSRUWDQW�� LQFUHDVLQJ
UHGLVWULEXWLRQ�IRU�WKRVH�ZLWK�WZR�RU�PRUH�FKLOGUHQ��7KLV�XQGHUOLQHV�WKH�GDQJHUV
LQ�VHHNLQJ�WR�PDNH�VXPPDU\�VWDWHPHQWV�DERXW�WKH�GHJUHH�RI�UHGLVWULEXWLRQ�DQG
SRLQWV�WR�WKH�QHHG�WR�WDNH�DFFRXQW�RI�GLIIHUHQFHV�DSDUW�IURP�LQFRPH�DQG�IRU�D
OLIH�WLPH��DV�ZHOO�DV�D�VQDSVKRW�SLFWXUH�
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7KH�6ZHGLVK�VWXG\�MXVW�FLWHG�IRFXVHG�RQ�WKH������WD[�UHIRUP�DQG�VXEVHTXHQW
PHDVXUHV�� ,Q� WKH� 8.�� 5HGPRQG�� 6XWKHUODQG� DQG� :LOVRQ� ������� 7DEOH� ����
KDYH�H[DPLQHG�WKH�WRWDO�HIIHFW�RI�DOO�WD[�DQG�EHQHILW�FKDQJHV�RYHU�WKH�SHULRG
�������� WR����������7KH\�HVWLPDWH� WKDW� WKH��������� WD[�DQG�EHQHILW� V\VWHP�
FRPSDUHG�ZLWK�WKDW�LQ���������LQGH[HG�LQ�OLQH�ZLWK�SHU�FDSLWD�*'3��UDLVHG�WKH
QHW� WD[� EXUGHQ� IRU� DOO� GHFLOH� JURXSV� H[FHSW� WKH� WRS��ZLWK� ODUJH� ORVVHV� LQ� WKH
ERWWRP� WKUHH�GHFLOH�JURXSV��7KH�*LQL� FRHIILFLHQW�ZRXOG�KDYH�EHHQ� ORZHU�E\
DERXW���SHUFHQWDJH�SRLQWV�ZLWK�WKH���������V\VWHP�

,GHDOO\�� ZH� ZRXOG� EH� DEOH� WR� FRPSDUH� VXFK� VWXGLHV� DFURVV� FRXQWULHV�
FRQWUDVWLQJ��RQ�D�V\VWHPDWLF�EDVLV��WKH�GLVWULEXWLRQDO�LPSDFW�RI�SROLF\�UHIRUPV
LQ�GLIIHUHQW�FRXQWULHV��+RZHYHU��DV�IDU�DV�,�NQRZ��QR�VXFK�FURVV�FRXQWU\�VWXG\
H[LVWV�� 7KHUH� DUH� FRPSDULVRQV� RI� FKDQJHV� LQ� WKH� RYHUDOO� OHYHO� RI� WD[DWLRQ� LQ
GLIIHUHQW� FRXQWULHV�� WKHUH� DUH� FRPSDULVRQV� DFURVV� FRXQWULHV� RI� WKH� H[WHQW� RI
UHGLVWULEXWLRQ�DW�D�SRLQW�LQ�WLPH��VHH�IRU�H[DPSOH�:DJVWDII�HW�DO����������%XW
WKHUH� LV� QR� V\VWHPDWLF� VHW� RI� FRPSDULVRQV� RI� WKH� GLVWULEXWLRQDO� HIIHFW� RI� WKH
FKDQJHV�LQ�SROLF\�LQ�GLIIHUHQW�FRXQWULHV�RYHU�WKH�����V�DQG�����V��,Q�RUGHU�WR
FDUU\� RXW� VXFK� UHVHDUFK�� ZH� QHHG� SROLF\� VLPXODWLRQ� PRGHOV� IRU� GLIIHUHQW
FRXQWULHV� RQ� D� FRPSDUDEOH� EDVLV�� ,Q� WKH� (XURSHDQ� 8QLRQ�� WKH� (85202'
SURMHFW�LV�EULQJLQJ�WRJHWKHU�PLFUR�GDWD�IRU�DOO�PHPEHU�VWDWHV�ZKLFK�ZLOO�DOORZ
DQDO\VLV�RI� WKH�GLVWULEXWLRQDO� LPSDFW�RI�SROLF\�FKDQJHV�RQ�D�SDUDOOHO�EDVLV� LQ
PHPEHU� VWDWHV�� DV�ZHOO� DV� LQ� WKH�8QLRQ� DV� D�ZKROH� �VHH� 6XWKHUODQG�� ������
7KLV�ZLOO�EH�VXEMHFW�WR�WKH�VDPH�OLPLWDWLRQV�DV�QDWLRQDO�WD[�EHQHILW�PRGHOV�LQ
WKDW� VRPH� IHDWXUHV� RI� SROLF\� UHIRUPV� DUH� QRW� HDVLO\� PRGHOOHG�� IRU� H[DPSOH
WKRVH�GLUHFWHG�DW�EDVH�EURDGHQLQJ�DUH�OHVV�HDVLO\�LQFRUSRUDWHG�WKDQ�FKDQJHV�LQ
WKH�UDWH�VWUXFWXUH��%XW�LW�ZLOO�RIIHU�D�ILUVW�VWHS�

,9 6800$5<�2)�&21&/86,216

,Q� WKLV� SDSHU�� ,� KDYH� H[DPLQHG� WKH� UHGLVWULEXWLYH� LPSDFW� RI� WKH� JRYHUQPHQW
EXGJHW�LQ�ILYH�2(&'�FRXQWULHV�RYHU�WKH�SHULRG�IURP�������RU�HDUOLHU��WR�WKH
PLG�����V��,�EHJDQ�ZLWK�WKH�HYLGHQFH�LQ�WHUPV�RI�LQHTXDOLW\�RI�PDUNHW�LQFRPH
DQG�GLVSRVDEOH�LQFRPH��7KH�FRXQWULHV�DOO�VDZ�D�ULVH�LQ�WKH�LQHTXDOLW\�RI�PDUNHW
LQFRPH�EHWZHHQ������DQG� WKH�PLG�����V��EXW� WKH�H[SHULHQFH�ZLWK� UHJDUG� WR
WKH�GLVWULEXWLRQ�RI�GLVSRVDEOH�LQFRPH�GLIIHUHG�ERWK�DFURVV�FRXQWULHV�DQG�DFURVV
WLPH��'LIIHUHQW�JRYHUQPHQWV� DSSHDU� WR�KDYH�PDGH�GLIIHUHQW� FKRLFHV��&DQDGD
DQG�WKH�8QLWHG�.LQJGRP�DUH�WZR�JRRG�H[DPSOHV��,Q�&DQDGD��RYHU�WKH�SHULRG
VWXGLHG�� WKHUH� ZDV� QR� DSSDUHQW� LQFUHDVH� LQ� WKH� LQHTXDOLW\� RI� GLVSRVDEOH
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LQFRPH�� WKH� JRYHUQPHQW� EXGJHW� RIIVHWWLQJ� WKH� ULVH� LQ� PDUNHW� LQFRPH
LQHTXDOLW\�� ,Q� WKH� 8QLWHG� .LQJGRP�� XS� WR� WKH� PLG�����V� WKH� UHGLVWULEXWLYH
LPSDFW� RI� WKH� JRYHUQPHQW� EXGJHW� LQFUHDVHG� E\� HQRXJK� WR� RIIVHW� WKH� PRUH
XQHTXDO�PDUNHW� LQFRPHV��EXW�DIWHU������WKH�VWRU\� LV�TXLWH�GLIIHUHQW��EHWZHHQ
����� DQG� ����� WKH� UHGLVWULEXWLYH� FRQWULEXWLRQ� RI� WUDQVIHUV� DQG� WD[HV� IHOO
VKDUSO\��UHIOHFWLQJ�D�GHILQLWH�SROLF\�FKDQJH��)LQODQG�H[KLELWV�HOHPHQWV�RI�ERWK�
5HGLVWULEXWLRQ� ZDV� HIIHFWLYH� LQ� SUHYHQWLQJ� ULVLQJ� LQHTXDOLW\� LQ� GLVSRVDEOH
LQFRPH� ZKHQ� WKH� LQHTXDOLW\� RI� PDUNHW� LQFRPH� URVH� DEUXSWO\� LQ� WKH� HDUO\
����V��EXW�WKHUH�ZDV�D�VXEVHTXHQW�FKDQJH�LQ�UHGLVWULEXWLYH�SROLF\��ZKLFK�KDV
EHHQ�VFDOHG�EDFN�VLQFH������

,Q� RUGHU� WR� LQWHUSUHW� WKLV� GLYHUVLW\� RI� RXWFRPHV�� DQ� DQDO\WLFDO� IUDPHZRUN� LV
QHFHVVDU\�� DQG� WKLV� KDV� EHHQ� WKH� VXEMHFW� RI� 6HFWLRQ� ��� 8VLQJ� D� VLPSOH
WKHRUHWLFDO�PRGHO�� ,� DUJXH� WKHUH� WKDW�ZH� FDQQRW� GLVWLQJXLVK� 
DXWRPDWLF
� IURP

GLVFUHWLRQDU\
� SROLF\� UHVSRQVHV�� VLQFH� LQDFWLRQ� LV� QRW�� LQ� JHQHUDO�� FRQVLVWHQW
ZLWK� EXGJHW� EDODQFH�� 7KHUH� FDQ� EH� D� UDQJH� RI� GLIIHUHQW� SROLF\� UHDFWLRQV�
'HSHQGLQJ�RQ�WKH�SROLF\�FKRLFH��D�GHPRJUDSKLF�VKLIW�FRXOG� OHDG�WR�D� ULVH�RU
IDOO�LQ�WKH�*LQL�FRHIILFLHQW�IRU�GLVSRVDEOH�LQFRPH��RU�OHDYH�LW�XQFKDQJHG��7KH
FKRLFH�PDGH�E\�JRYHUQPHQWV�ZLOO� UHIOHFW� D� EDODQFLQJ�RI� FRVW� FRQVLGHUDWLRQV
DQG�UHGLVWULEXWLYH�REMHFWLYHV��DQG�ERWK�VLGHV�RI�WKLV�EDODQFH�FDQ�EH�DIIHFWHG�E\
GHPRJUDSKLF�DQG�RWKHU�VKLIWV��$WWHQWLRQ�KDV�WHQGHG�WR�IRFXV�RQ�WKH�FRVW�VLGH�
ZLWK� LQFUHDVHG� GHSHQGHQF\� PDNLQJ� WKH� WUDGH�RII� OHVV� IDYRXUDEOH� WR� VRFLDO
WUDQVIHUV�� EXW� WKH� GHPDQG� VLGH� RI� WKH� JRYHUQPHQW� SROLF\� FKRLFH� LV� DOVR
LPSRUWDQW��DQG�D�ULVH�LQ�WKH�VL]H�RI�WKH�GHSHQGHQW�SRSXODWLRQ�FDQ�LQFUHDVH�WKH
YDOXH�DWWDFKHG�WR�SURYLGLQJ�DGHTXDWH�EHQHILWV��7DNLQJ�ERWK�VLGHV�LQWR�DFFRXQW�
LW�LV�SRVVLEOH�WKDW�D�ULVH�LQ�WKH�GHSHQGHQF\�UDWLR�ZRXOG�OHDG�D�FRXQWU\�WR�H[WHQG
LWV� ZHOIDUH� VWDWH�� :KHWKHU� LW� ZRXOG� GR� VR� GHSHQGV� RQ� WKH� QDWXUH� RI� VRFLDO
REMHFWLYHV��DQG�KHUH�ZH�PD\�KDYH�REVHUYHG�VKLIWV�RYHU�WKH�SHULRG�LQ�TXHVWLRQ�
,QHTXDOLW\� RI� GLVSRVDEOH� LQFRPH� PD\� KDYH� ULVHQ� QRW� EHFDXVH� RI� H[WHUQDO
SUHVVXUHV�VXFK�DV�WKRVH�IURP�LQFUHDVHG�GHSHQGHQF\��EXW�EHFDXVH�OHVV�SULRULW\
LV�DWWDFKHG�WR�UHGLVWULEXWLRQ�

$FWXDO�JRYHUQPHQW�SROLF\�UHVSRQVHV�LQ�WKH�VL[�2(&'�FRXQWULHV�DUH�UHYLHZHG
LQ�6HFWLRQ����7DNLQJ�XQHPSOR\PHQW�EHQHILWV�DQG�SHUVRQDO�LQFRPH�WD[DWLRQ�DV
FDVH�VWXGLHV��ZH�VHH�WKDW� WKH�FKDQJHV� WR�SROLF\�SDUDPHWHUV�GLIIHUHG�LQ�H[WHQW
DQG�HYHQ�LQ�GLUHFWLRQ��5HGXFHG�SURJUHVVLRQ�LQ�WD[�UDWHV�KDV�EHHQ�SXUVXHG�LQ�DOO
FRXQWULHV��EXW�LQ�VRPH�WKHUH�KDYH�EHHQ�UHYHUVDOV��DQG�LQ�D�QXPEHU�LW�KDV�EHHQ
DFFRPSDQLHG� E\� EDVH�EURDGHQLQJ�ZKLFK�KDV� RIIVHW� WKH� RYHUDOO� UHGLVWULEXWLYH
HIIHFW��7KH�8QLWHG�.LQJGRP�VWDQGV�RXW�DV�KDYLQJ�KDG�WKH�PRVW�VXEVWDQWLDO�DQG
VXVWDLQHG�UHGXFWLRQ�LQ� LQFRPH�WD[�SURJUHVVLYLW\��%HQHILW� OHYHOV�DQG�FRYHUDJH
KDYH�EHHQ�FXW��EXW�LQ�VRPH�FRXQWULHV�WKH�DGMXVWPHQW�LV�PRGHVW�LQ�H[WHQW��7KH
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$QJOR�6D[RQ�FRXQWULHV��&DQDGD��WKH�8QLWHG�.LQJGRP�DQG�WKH�8QLWHG�6WDWHV�
KDYH� VLJQLILFDQWO\� UHGXFHG� WKH� JHQHURVLW\� DQG� FRYHUDJH� RI� WKHLU
XQHPSOR\PHQW� EHQHILW� SURJUDPPHV�� EXW� WKH� FKDQJHV� LQ� WKH� &RQWLQHQWDO
(XURSHDQ�FRXQWULHV�KDYH�EHHQ�PRUH�OLPLWHG��7KHVH�GLIIHUHQFHV�XQGRXEWHGO\�LQ
SDUW� UHIOHFW�GLIIHUHQFHV� LQ�SROLF\� FKRLFHV�E\�JRYHUQPHQWV� IDFHG�ZLWK� VLPLODU
H[WHUQDO�FKDQJHV��EXW�GLIIHUHQFHV�DFURVV�FRXQWULHV�KDYH�DOVR�DULVHQ�RQ�DFFRXQW
RI�FKDQJHG�FLUFXPVWDQFHV�ZKLFK�DSSO\�WR�VSHFLILF�FRXQWULHV��*HUPDQ\��IDFHG
ZLWK� WKH� GRPHVWLF� DJHQGD� RI� UHXQLILFDWLRQ�� PD\� KDYH� UHVSRQGHG� GLIIHUHQWO\
IURP� WKH� 8QLWHG� .LQJGRP�� )LQODQG� DQG� 6ZHGHQ� PD\� KDYH� PDGH� ILVFDO
DGMXVWPHQWV� DV� D� UHVXOW� RI� WKHLU� DFFHVVLRQ� WR� WKH� (XURSHDQ� 8QLRQ�� 6XFK
H[DPSOHV� XQGHUOLQH� WKH� ULFKQHVV� RI� WKH� VWRU\� ZKLFK� QHHGV� WR� EH� WROG� DERXW
UHGLVWULEXWLRQ�DQG�LQFRPH�LQHTXDOLW\��D�VWRU\�ZKLFK�GHILHV�D�VLPSOH�VXPPDU\�

5()(5(1&(6

$DUQLR�� /�� ������� 
7KH� 5HIRUP� RI� ,QFRPH� 7D[DWLRQ� LQ� )LQODQG
�� %DQN� RI
)LQODQG�%XOOHWLQ��9RO�����

$JHOO�� -��� 3�� (QJOXQG� DQG� -�� 6|GHUVWHQ� ������� 
7D[�5HIRUP� RI� WKH� &HQWXU\�
7KH�6ZHGLVK�([SHULPHQW
��1DWLRQDO�7D[�-RXUQDO��9RO�������������

$JHOO��-��3��(QJOXQG�DQG�-��6|GHUVWHQ��������,QFHQWLYHV�DQG�5HGLVWULEXWLRQ�LQ
WKH�:HOIDUH�6WDWH��0DFPLOODQ��/RQGRQ�

$WNLQVRQ�� $�� %�� ������� 
%ULQJLQJ� ,QFRPH� 'LVWULEXWLRQ� LQ� IURP� WKH� &ROG
�
(FRQRPLF�-RXUQDO��9RO���������������

$WNLQVRQ��$��%���������
7KH�&KDQJLQJ�'LVWULEXWLRQ�RI�,QFRPH��(YLGHQFH�DQG
([SODQDWLRQV
��.��:��5RWKVFKLOG�/HFWXUH��*HUPDQ�(FRQRPLF�5HYLHZ��9RO����
�����

$WNLQVRQ��$��%��DQG�)��%RXUJXLJQRQ� ������� 
7KH�'HVLJQ�RI�'LUHFW�7D[DWLRQ
DQG�)DPLO\�%HQHILWV
��-RXUQDO�RI�3XEOLF�(FRQRPLFV��9RO�����������

$WNLQVRQ��$��%��DQG�-��0LFNOHZULJKW��������
7XUQLQJ�WKH�6FUHZ��%HQHILWV�IRU
WKH�8QHPSOR\HG��������
��LQ�'LOQRW��$��DQG�,��:DONHU��HGV���7KH�(FRQRPLFV
RI�6RFLDO�6HFXULW\��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�
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$WNLQVRQ��$��%���/��5DLQZDWHU�DQG�7��6PHHGLQJ��������,QFRPH�'LVWULEXWLRQ�LQ
2(&'�&RXQWULHV��2(&'��3DULV�

%HFNHU�� ,�� DQG� 5�� +DXVHU� ������� 
$EJDEHQ�� XQG� 7UDQVIHUV\VWHP� ZLUNW
3RODULVLHUXQJVWHQGHQ]HQ� HQWJHJHQ
�� $UEHLWVSDSLHU�� 1U�� ���� (96�3URMHNW�
)UDQNIXUW�8QLYHUVLW\�

%LUG��5��0���'��%��3HUU\� DQG�7��$��:LOVRQ� ������� 
&DQDGD
�� LQ�0HVVHUH��.�
�HG���7KH� 7D[� 6\VWHP� LQ� ,QGXVWULDOL]HG� &RXQWULHV�� 2[IRUG� 8QLYHUVLW\� 3UHVV�
2[IRUG�

%M|UNOXQG�� $�� ������� 
,QFRPH� 'LVWULEXWLRQ� LQ� 6ZHGHQ�� :KDW� LV� WKH
$FKLHYHPHQW�RI� WKH�:HOIDUH�6WDWH"
��6ZHGLVK�(FRQRPLF�3ROLF\�5HYLHZ��9RO�
���������

%M|UNOXQG��$�� DQG�0�� 3DOPH� ������� 
,QFRPH�5HGLVWULEXWLRQ�ZLWKLQ� WKH� /LIH
&\FOH�YHUVXV�EHWZHHQ�,QGLYLGXDOV��(PSLULFDO�(YLGHQFH�8VLQJ�6ZHGLVK�3DQHO
'DWD
��PLPHR��6WRFNKROP�

%M|UNOXQG��$���0��3DOPH� DQG� ,�� 6YHQVVRQ� ������� 
7D[�5HIRUPV� DQG� ,QFRPH
'LVWULEXWLRQ�� $Q� $VVHVVPHQW� 8VLQJ� 'LIIHUHQW� ,QFRPH� &RQFHSWV
�� 6ZHGLVK
(FRQRPLF�3ROLF\�5HYLHZ��9RO������������

%UDQGROLQL��$��� ������� 
$�%LUG
V�(\H�9LHZ�RI�/RQJ�5XQ�&KDQJHV� LQ� ,QFRPH
,QHTXDOLW\
��%DQFD�G
,WDOLD��5RPH�

&DUG�� '�� DQG� :�� &�� 5LGGHOO� ������� 
$� &RPSDUDWLYH� $QDO\VLV� RI
8QHPSOR\PHQW� LQ� &DQDGD� DQG� WKH� 8QLWHG� 6WDWHV
�� LQ� &DUG�� '�� DQG� 5�� %�
)UHHPDQ��HGV���6PDOO�'LIIHUHQFHV�7KDW�0DWWHU��8QLYHUVLW\�RI�&KLFDJR�3UHVV�
&KLFDJR�

&DVWOHV��)��*���������&RPSDUDWLYH�3XEOLF�3ROLF\��(GZDUG�(OJDU��&KHOWHQKDP�
8.�

'RGJH�� '�� $�� DQG� -�� +�� 6DUJHQW� ������� 
&DQDGD
�� LQ� 3HFKPDQ�� -�� $�� �HG��
:RUOG�7D[�5HIRUP��%URRNLQJV�,QVWLWXWLRQ��:DVKLQJWRQ��'&�

)ULW]HOO�� -� ������� 
,QFRPH� ,QHTXDOLW\� 7UHQGV� LQ� WKH� ����V�� $� )LYH�&RXQWU\
&RPSDULVRQ
��$FWD�6RFLRORJLFD��9RO������������
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*RWWVFKDON�� 3�� DQG�7��0�� 6PHHGLQJ� ������� 
&URVV�1DWLRQDO�&RPSDULVRQV� RI
(DUQLQJV� DQG� ,QFRPH� ,QHTXDOLW\
�� -RXUQDO� RI� (FRQRPLF� /LWHUDWXUH�� 9RO�� ���
�������

+DXVHU��5����������
3HUVRQDO�3ULPlU��XQG�6HNXQGlUYHUWHLOXQJ�GHU�(LQNRPPHQ
XQWHU� GHP� (LQIOXVV� VLFK� lQGHUQHQ� ZLUWVFKDIWOLFKHU� XQG� VR]LDOSROLWLVFKHU
5DKPHQEHGLQJXQJHQ�� HLQH� HPSLULVFKH� $QDO\VH� DXI� GHU� %DVLV� GHU
(LQNRPPHQV�� XQG� 9HUEUDXFKVWLFKSUREHQ� ���������
�� $OOJHPHLQHV
6WDWLVWLVFKHV�$UFKLY��9RO�������������

-DQVVRQ�� .��� ������� 
,QNRPVWI|UGHOQLQJHQ� XQGHU� �����WDOHW
�� 6&%�� gUHEUR�
6ZHGHQ�

.DXWWR�� 0��� 0�� +HLNNLOl�� %�� +YLQGHQ�� 6�� 0DUNOXQG� DQG� 1�� 3ORXJ� ������
1RUGLF�6RFLDO�3ROLF\��5RXWOHGJH��/RQGRQ�

.UXJPDQ�� 3�� ������� 
3DVW� DQG� 3URVSHFWLYH� &DXVHV� RI�+LJK�8QHPSOR\PHQW
�
5HGXFLQJ� 8QHPSOR\PHQW�� &XUUHQW� ,VVXHV� DQG� 3ROLF\� 2SWLRQV�� )HGHUDO
5HVHUYH�%DQN�RI�.DQVDV�&LW\��.DQVDV�&LW\��02�

0DUDYDOO�� -�� 0�� ������� 5HJLPHV�� 3ROLWLFV� DQG� 0DUNHWV�� 2[IRUG� 8QLYHUVLW\
3UHVV��2[IRUG�

0HVVHUH��.���HG����������7KH�7D[�6\VWHP�LQ�,QGXVWULDOL]HG�&RXQWULHV��2[IRUG
8QLYHUVLW\�3UHVV��2[IRUG�

0LQLVWU\�RI�)LQDQFH��������*RYHUQPHQW�%XGJHW�%LOO�������5HSRUW�RQ�,QFRPH
'LVWULEXWLRQ��0LQLVWU\�RI�)LQDQFH��6WRFNKROP�

0,662&� ������� 6RFLDO� 3URWHFWLRQ� LQ� WKH� 0HPEHU� 6WDWHV� RI� WKH� 8QLRQ�
0,662&��'*�9��%UXVVHOV�

0XVJUDYH�� 5�� $�� ������� 
6KRUW� RI� (XSKRULD
�� -RXUQDO� RI� (FRQRPLF
3HUVSHFWLYHV��9RO�����������

0XVJUDYH�� 5�� $��� .�� (�� &DVH� DQG� +�� /HRQDUG� ������� 
7KH� 'LVWULEXWLRQ� RI
)LVFDO�%XUGHQV�DQG�%HQHILWV
��3XEOLF�)LQDQFH�4XDUWHUO\��9RO�������������

0XVJUDYH��5��$���-��-��&DUUROO��/��'��&RRN�DQG�/��)UDQH��������
'LVWULEXWLRQ�RI
7D[� 3D\PHQWV� E\� ,QFRPH� *URXSV�� D� &DVH� 6WXG\� IRU� ����
�� 1DWLRQDO� 7D[
-RXUQDO��9RO����������
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1LHOVHQ�� 6��%�� DQG�3��%�� 6¡UHQVHQ� ������� 
2Q� WKH�2SWLPDOLW\� RI� WKH�1RUGLF
6\VWHP� RI� 'XDO� ,QFRPH� 7D[DWLRQ
�� -RXUQDO� RI� 3XEOLF� (FRQRPLFV�� 9RO�� ���
�������

2(&'��������2(&'�(FRQRPLF�6XUYH\V��)LQODQG�������2(&'��3DULV�

2(&'��������7KH�-REV�6WXG\��2(&'��3DULV�

2(&'������D��2(&'�(FRQRPLF�6XUYH\V��*HUPDQ\�������2(&'��3DULV�

2(&'��������2(&'�(FRQRPLF�6XUYH\V��)LQODQG�������2(&'��3DULV�

2(&'��������2(&'�(FRQRPLF�6XUYH\V��&DQDGD�������2(&'��3DULV�

2(&'������D��2(&'�(FRQRPLF�6XUYH\V��6ZHGHQ�������2(&'��3DULV�

2(&'��������2(&'�(FRQRPLF�6XUYH\V��)LQODQG�������2(&'��3DULV�

2(&'������D��+LVWRULFDO�6WDWLVWLFV�������������2(&'��3DULV�

2(&'��������2(&'�(FRQRPLF�6XUYH\V��6ZHGHQ�������2(&'��3DULV�

2(&'������D��2(&'�(FRQRPLF�6XUYH\V��*HUPDQ\�������2(&'��3DULV�

2(&'������E��2(&'�(FRQRPLF�6XUYH\V��)LQODQG�������2(&'��3DULV�

2(&'������F��2(&'�(FRQRPLF�6XUYH\V��&DQDGD�������2(&'��3DULV�

2(&'������G��7KH�7D[�%HQHILW�3RVLWLRQ�RI�(PSOR\HHV��������2(&'��3DULV�

2IILFH� IRU�1DWLRQDO� 6WDWLVWLFV� ������� 
7KH� (IIHFWV� RI� 7D[HV� DQG�%HQHILWV� RQ
+RXVHKROG�,QFRPH
��(FRQRPLF�7UHQGV��1R�������$SULO��������

3HFKPDQ��-��$���������:KR�3DLG�WKH�7D[HV���������"��%URRNLQJV�,QVWLWXWLRQ�
:DVKLQJWRQ��'&�

3HFKPDQ�� -�� $�� ������� 
7D[� 5HIRUP�� 7KHRU\� DQG� 3UDFWLFH
�� -RXUQDO� RI
(FRQRPLF�3HUVSHFWLYHV��9RO�����������
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3HFKPDQ��-��$�� ������� 
7KH�)XWXUH�RI� WKH� ,QFRPH�7D[
��$PHULFDQ�(FRQRPLF
5HYLHZ��9RO����������

3HFKPDQ�� -�� $�� DQG� %�� $�� 2NQHU� ������� :KR� %HDUV� WKH� 7D[� %XUGHQ"�
%URRNLQJV�,QVWLWXWLRQ��:DVKLQJWRQ��'&�

5HGPRQG��*���+��6XWKHUODQG�DQG�0��:LOVRQ��������7KH�$ULWKPHWLF�RI�7D[�DQG
6RFLDO�6HFXULW\�5HIRUP��&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�

5R\DO�&RPPLVVLRQ�RQ� WKH�'LVWULEXWLRQ�RI� ,QFRPH�DQG�:HDOWK� ������� 
7KLUG
5HSRUW� RQ� WKH� 6WDQGLQJ� 5HIHUHQFH
�� 5HSRUW�� 1R�� ��� &PQG�� ������ +062�
/RQGRQ�

6FKPLG��*���%��5HLVVHUW�DQG�*��%UXFKH��������8QHPSOR\PHQW�,QVXUDQFH�DQG
$FWLYH�/DERU�0DUNHW�3ROLF\��:D\QH�6WDWH�8QLYHUVLW\�3UHVV��'HWURLW�

6LHEHUW��+���������
/DERU�0DUNHW�5LJLGLWLHV��$W�WKH�5RRW�RI�8QHPSOR\PHQW�LQ
(XURSH
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��9RO������1XPEHU����������

6¡UHQVHQ��3��%���������
)URP�WKH�*OREDO�,QFRPH�7D[�WR�WKH�'XDO�,QFRPH�7D[�
5HFHQW�7D[�5HIRUPV� LQ� WKH�1RUGLF�&RXQWULHV
�� ,QWHUQDWLRQDO�7D[�DQG�3XEOLF
)LQDQFH��9RO�����������

6WDWLVWLFV�&DQDGD� ������� ,QFRPH�DIWHU�7D[��'LVWULEXWLRQV�E\�6L]H� LQ�&DQDGD
������6WDWLVWLFV�&DQDGD��2WWDZD�

6WDWLVWLFV� 6ZHGHQ� ������� 
,QFRPH� 'LVWULEXWLRQ� 6XUYH\� LQ� ����
�� 6WDWLVWLVND
PHGGHODQGHQ���������6WRFNKROP�

6XQOH\��(��0��DQG� -��*��6WRWVN\� ������� 
7KH�8QLWHG�6WDWHV
�� LQ�0HVVHUH��.��
�HG���7KH� 7D[� 6\VWHP� LQ� ,QGXVWULDOL]HG� &RXQWULHV�� 2[IRUG� 8QLYHUVLW\� 3UHVV�
2[IRUG�

6XWKHUODQG��+���������
7KH�(XURPRG�3UHSDUDWRU\�6WXG\��$�6XPPDU\�5HSRUW
�
0LFURVLPXODWLRQ�8QLW�:RUNLQJ�3DSHUV��1R��������

8XVLWDOR��+���������,QFRPH�'LVWULEXWLRQ�LQ�)LQODQG��&HQWUDO�6WDWLVWLFDO�2IILFH
RI�)LQODQG��+HOVLQNL�

8XVLWDOR��+���������
&KDQJHV�LQ�,QFRPH�'LVWULEXWLRQ�GXULQJ�D�'HHS�5HFHVVLRQ
DQG�$IWHU
��PLPHR���67$.(6��+HOVLQNL�
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8XVLWDOR��+���������
&KDQJHV�LQ�,QFRPH�'LVWULEXWLRQ�GXULQJ�D�'HHS�5HFHVVLRQ
DQG�$IWHU
��PLPHR���67$.(6��+HOVLQNL�

:DJVWDII�� $�� HW� DO�� ������� 
5HGLVWULEXWLYH� (IIHFW�� 3URJUHVVLYLW\� DQG
'LIIHUHQWLDO� 7D[� 7UHDWPHQW�� 3HUVRQDO� ,QFRPH� 7D[HV� LQ� 7ZHOYH� 2(&'
&RXQWULHV
��-RXUQDO�RI�3XEOLF�(FRQRPLFV��9RO������������




