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How much redistribution and poverty reduction is being accomplished through the tax system 

and social spending in Latin America?  How equalizing and pro-poor are specific taxes and 

government spending? Who are the net payers/beneficiaries of the fiscal system? 

The effects of fiscal policy on income inequality and poverty had dominated recent academic and 

policy-making debates around the world. The methods developed by the Commitment to Equity 

(Lustig, 2018) had offered the most comprehensive coverage and studies to date on this field. 

Working on close to fifty countries, covering more than two thirds of the world population and 

with results already available to more than thirty-two.  

This presentation extends Lustig and Pereira (2016) and summarizes results from applying a 

comparable fiscal incidence analysis to eighteen countries in Latin America: Argentina, Bolivia, 

Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, 

Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay, and Venezuela. 

We use the Gini coefficient as the inequality indicator and various poverty rate lines to compare 

the different countries.  We find fiscal systems to be always equalizing in Latin America. 

However, especially in the poorer countries, they can reduce the purchasing power of the poor. 

Spending on education and health is often pro-poor and almost universally equalizing, including 

tertiary education. In addition, in most countries, those receiving above US$4 PPP are net payers 

of the fiscal system. 

Our main contribution is not only provide the most detailed, comprehensive, and comparable 

tax-benefit analysis available for Latin American countries but also tools to effectively help 

policy-makers on their policies designed to alleviate poverty and reduce income inequality.


