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•  Consumable	Income	
=	Disposable	Income	
				+	Indirect	subsidies	
				–	Indirect	taxes	
	
𝑐=𝑑+ ​𝐵↓𝑖 − ​𝑇↓𝑖 	
	

	

Consumable	Income	
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•  Valued	at	government	cost	for	each	level	
–  Include	recurring	and	investment	spending	
–  Include	administra8ve	costs	
–  Possible	levels:	

§  Day	care	
§  Preschool	
§  Primary	
§  Secondary	
§  Ter8ary	

•  Disaggregate	by	geographic	area	if	possible	

Education 
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•  Imputa8on	method	
–  Combine	data	in	survey	on	who	aXends	public	school	at	each	
level	with	na8onal	accounts	data	on	spending	

If	the	survey	doesn't	specifically	have	a	ques8on	about	
whether	the	child	aXends	public	vs.	private	school:	
•  Inference	+	Imputa8on	

–  e.g.,	Sri	Lanka	
–  Use	ques8on	from	consump8on	module	on	whether	household	
paid	facility	fees	to	government	schools	or	school	fees	to	
private	schools	to	infer	whether	child	aXends	public	

•  Alternate	Survey	+	Predic8on	+	Imputa8on	
–  See	next	slide	

Education 
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•  Alternate	Survey	+	Predic8on	+	Imputa8on	
–  e.g.,	United	States	
–  Main	survey	asks	whether	the	child	aXends	school,	but	not	
public	vs.	private	

–  Find	alternate	survey	that	has	income	data	and	public	vs.	
private	school	aXendance	

–  For	sample	of	children	aXending	school,	predict	probability	of	
aXending	public	school	using	covariates	common	to	both	
surveys	as	independent	variables	(probit	in	alternate	survey)	

–  Use	coefficients	to	predict	probability	in	main	survey	
–  Mul8ply	probability	by	average	spending	per	student	by	level	

§  Expected	value	of	benefit	received	

Education 
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•  Two	main	systems:	public	facili8es	or	public	insurance	
•  Public	facili8es	

–  Divide	total	spending	in	na8onal	accounts	by	number	of	visits	in	
survey	data	to	obtain	spending	per	visit	

–  Disaggregate	by	type	of	care	as	much	as	possible	
§  Primary	and	in-pa8ent	care	in	Armenia,	Indonesia	
§  Basic	health	facility	vs.	hospital	in	Peru	
§  Three	levels	of	childbirth	care	in	Bolivia	

•  Public	insurance	
–  Divide	total	spending	in	na8onal	accounts	by	number	of	
covered	individuals	to	obtain	spending	per	insured	

–  Disaggregate	by	age	if	possible	
§  Spending	on	public	health	insurance	varies	greatly	by	age	

–  Disaggregate	by	type	of	public	health	insurance	if	applicable	
•  Some	countries:	combina8on	of	both	systems	
•  Disaggregate	by	geographic	area	if	possible	

–  e.g.	Brazil:	average	spending	for	each	care	type-state	cell	

Health 
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•  Imputa8on	method	
–  Combines	data	from	na8onal	accounts	on	amount	spent	on	
public	health	facili8es;	public	health	insurance	with	survey	data	
on	who	benefits	

•  Alternate	Survey	+	Imputa8on	
–  Find	survey	with	income	data	and	use	of	public	health	facili8es	
or	public	insurance	coverage	

–  e.g.,	Guatemala,	South	Africa	
•  Predic8on	(shouldn't	be	necessary)	

–  If	na8onal	accounts	spending	on	public	health	facili8es	or	public	
health	services	is	not	available	(very	rare)	

–  Predict	cost	of	different	services	using	spending	on	similar	
services	at	private	facili8es	in	consump8on	module	

•  Secondary	Source	(shouldn't	be	necessary)	
–  Only	if	no	informa8on	on	use	of	health	services	or	insurance	
coverage	in	main	or	alternate	survey	

–  e.g.,	Chile,	Mexico	

Health 
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•  Usually	directly	iden8fied	in	survey	if	common	in	country	
•  These	user	fees	can	also	be	used	to	more	accurately	

approximate	educa8on	or	health	benefits	
•  Use	local	knowledge	to	determine	most	plausible	

scenario	(see	Wagstaff,	2012):	
–  User	fee	is	independent	of	benefit	(use	imputa8on	method	
described	before	to	calculate	benefits)	
§  e.g.,	health	in	Indonesia	

–  Subsidized	por8on	of	health	care	is	constant;	user	fee	is	total	
cost	minus	fixed	subsidy	

–  User	fee	is	propor8on	of	total	cost	of	care	
§  e.g.,	health	in	Jordan	

User Fees 
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•  Final	Income	
=	Consumable	Income		
			+	Educa8on	and	Health	Benefits								
			–	Co-payments	and	User	Fees	
	
	
𝑓=𝑐+ ​𝐵↓𝑘 −𝐹	
	

Final Income 



14 

•  For	all	income	components	imputed	using	amounts	from	
na8onal	accounts	

•  Scale	down	benefits	to	avoid	overes8ma8ng	effect	of	
that	component	

•  Example:	primary	educa8on	benefits	
– Divide	primary	spending	in	na8onal	accounts	by	
disposable	income	in	na8onal	accounts	to	obtain	the	
ra8o	R	

–  Scale	down	primary	educa8on	benefits	in	the	survey	
un8l	the	ra8o	of	primary	educa8on	benefits	in	the	
survey	to	disposable	income	in	survey	also	equals	R	

Scaling Down 
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Comparing Brazil and US 
Higgins, Lustig, Ruble, and Smeeding (2015)  
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Comparing Brazil and US 
Higgins, Lustig, Ruble, and Smeeding (2015)  
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•  Even	if	poverty	decreases	
–  Poor	can	be	made	poorer	
–  Or	non-poor	made	poor	

Fiscal Impoverishment 
Higgins and Lustig (2015)  
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•  In	Brazil	($2.50	PPP	per	day	poverty	line)	
–  Inequality	is	reduced	
–  Poverty	is	reduced	
–  But	one-third	of	the	(consumable	income)	poor	are	made	
poorer	(or	non-poor	made	poor)	by	taxes	and	transfers	

•  There	is	fiscal	impoverishment	if		

•  There	are	fiscal	gains	to	the	poor	if	

Fiscal Impoverishment 
Higgins and Lustig (2015)  
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Problems with Conventional Measures 
Higgins and Lustig (2015)  
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Axiomatic Measure 
Higgins and Lustig (2015)  
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Conventional Measures in Brazil 
Higgins and Lustig (2015)  
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•  At	the	$2.50	per	person	per	day	poverty	line:	
– 34.9%	of	the	consumable	income	poor	are	fiscally	
impoverished	

– Total	fiscal	impoverishment	of	over	$676	million,	
or	10%	of	budget	of	Bolsa	Família	

– Fiscal	impoverishment	per	impoverished	person	is	
about	8%	of	their	income	

– Not	all	fiscally	impoverished	are	excluded	from	
safety	net:	for	example,	65%	receive	Bolsa	Familia	

22	

Fiscal Impoverishment in Brazil 
Higgins and Lustig (2015)  
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Decomposing the Poverty Gap 
Higgins and Lustig (2015)  


