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Introduction

@ In almost every country, a majority of people supports that i
is the government's responsibility to reduce income
di erences (ISSP 2009)

e In France: 60% are favorable (strongly or not) to an increas
of taxes in order to redistribute the surplus to the least
fortunate (P1SJ 2009); 89% agree (strongly or not) that
di erences between high and low incomes should be reduced
in their country

@ Which reform do they want? What redistribution(s) would
satisfy their desire for a reform while still obtaining a oréy
support?

o Few studies quantify the preferred distribution: Singhal
(2008), Forsé & Parodi (2014) and Weinzierl (2013)
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Presentation of the Surveys

Data
Parameters Determining the Redistribution

Data, Sources and Variables

@ Two surveys in autumn 2016: 1000 respondents each
e Special care for phrasing and quality of answers

e Data from Enquéte sur les Revenus Socio-Fiscaux (INSEE
2012)

@ Main variable usedindividual disposable income
Non-contributive social bene ts imputed to the least
contributor(s) of the household / other incomes imputed to
their respective entitled person
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Presentation of the Surveys

Data
Parameters Determining the Redistribution

reform propo

v

Dis-
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Incomes after taxes and transfers of French aduits, from the poorest to the richest
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Presentation of the Surveys

Data
Parameters Determining the Redistribution

Demogrant (¢ /month)

B essthanaso [l 451t s00 601 to 900 201 to 1250 1250 to 1700 W vore than 1700 PNR

social aid for those with no income

Median (1st sample): 800¢/month
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Presentation of the Surveys

Data
Parameters Determining the Redistribution

Maximal (monthly) income

M Less than 4,999€ 5,000€ to 9,999€ 10,000€ to 29,999€ More than 30,000¢ [l No ceiling desired NPR

Legal maximum

Median (1st sample): 100,000¢/month
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Presentation of the Surveys

Data
Parameters Determining the Redistribution

Proportion to dis/advantage

B Less than 2% B :xtosw% 9 to 10% 11% to 20%
21% to 40% 41% to 60% Il More than 60% PNR

Percentage to advantage

Percentage to disadvantage

0 01 02 03 04 05 06 07 08 00 1 11 12 13 14 15 16 17 18 19

Median: 50% (to advantage) / 10% (to disadvantag®
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Main Results Redistribution Derived From Surveys
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Main Results Redistribution Derived From Surveys
Socio-demographic Determinants and Other Correlates

Evaluations of Distributions: Triumph of Optimal Tax Theor

Approval of a reform

1) ¢)] 3)
Constant 0.675 0.508
(0.041) (0.036)
Income (k¢ per month) 0.045 0.091
(0.013) (0.075)
Left - Right leaning (-2 to +2) 0.078 0.087
(0.012) (0.014)
Disadvantaged 0.125 0.072
(0.031) (0.053)
Misunderstanding of graphics 0.090 0.022
(0.024) (0.032)
Wealth (0 to 6) 0.019 0.016
(0.010) (0.014)
Future wealth (0 to 6) 0.023 0.017
(0.007) (0.009)
Age (1to 8) 0.005
(0.010)
Gender: female 0.019
(0.032)
Highest degree (0 to 6) 0.003
(0.009)
Observations 1,146 1,658 1,048
R? 0.064 0.032 0.501
Note: p< 0.1, p< 0.05; p< 0.01
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Main Results Redistribution Derived From Surveys
Socio-demographic Determinants and Other Correlates
Evaluations of Distributions: Triumph of Optimal Tax Theor

Evaluated Distributions

- Demogrant median Median Actual

Utilitarian optimal Rawlsian optimal

] ) Egalitarian
taxation ) taxation
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Main Results Redistribution Derived From Surveys
Socio-demographic Determinants and Other Correlates
Evaluations of Distributions: Triumph of Optimal Tax Theor

Evaluations of the Distributions
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A surprising Link With the Theory of Optimal Taxation
Discussion Limits of This Work and Future Research

A New Democratic Process to Choose Income Tax Rates

Figure: Comparison betweenverageof and
optimal utilitarian
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A surprising Link With the Theory of Optimal Taxation
Discussion Limits of This Work and Future Research
A New Democratic Process to Choose Income Tax Rates

Limits of This Work

@ Choice of the individual disposable income
o Simpli cation of the redistribution sought
e Framing
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A surprising Link With the Theory of Optimal Taxation
Discussion Limits of This Work and Future Research
A New Democratic Process to Choose Income Tax Rates

Steps of the Process

© The parliament
commands a
survey to
characterize a
reform

© Administration
of the survey

© Referendum

© Progressive
implementation

Adrien Fabre French Favored Redistribution Derived From Surveys



A surprising Link With the Theory of Optimal Taxation
Discussion Limits of This Work and Future Research
A New Democratic Process to Choose Income Tax Rates

Conclusion

@ Thank you for your attention !
@ You can nd everything on-line (the paper, the presentation

the data, a documentation, the codes, the gures, the
questionnaire...):

adrien-fabre.com/documents.php#sondages

@ You can even play with the algorithms to shape interactively
your favored redistribution:
Dis/adv:
http://adrien-fabre.com/sondage/Politique%20des%2@cais.html#q19
Demogrant
http://adrien-fabre.com/sondage/Fiscalite%20des%2@hcais.html#g21¢
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates
Annexes

Appendices
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Appendices

4 proposed reforms

Other proposed reforms

Other Results
Robustness Checks

Algorithms Used: Dis/adv

Annexes

Computations of the Income Tax Rates

proposed reform| demogrant average median distortionary
median median
algorithm demogrant demogrant Dis/adv Dis/adv
distorsion No No No Yes
method median average median close to
params customized params median
params
demogrant 800 859 800 550
advantage 77 58 50 50
disadvantage 23 42 10 12
Gini (current: 0.29 0.25 0.24 0.25
0.43)
Transfer-to-GDP 0.09 0.12 0.12 0.12
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Other proposed reforms
Other Results
Robustness Checks
Algorithms Used: Dis/adv

Computations of the Income Tax Rates
Annexes

Algorithm Demogrant: median demogrant

Appendices

Yes: 42% No: 38%
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Algorithm Demogrant: average

Yes: 39% No: 37%
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Algorithm Dis/adv: median

Yes: 52% No: 26%
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Other proposed reforms
Other Results
Robustness Checks
Algorithms Used: Dis/adv

Computations of the Income Tax Rates
Annexes

Algorithm Dis/adv: distortionary median

Appendices

Yes: 46% No: 28%
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Other proposed reforms
Other Results

Dis/adv
Computations of the Income Tax Rates
Annexes

Appendices

Table: Rate of approval of di erent proposed redistribution (in %95%
con dence intervals are reported inside square brackets.

Proposed reform Demogrant median Average Median Distortionary median Pers  onalized
Number of respondents 488 509 505 492 1007
Yes 42 39 52 46 50

[37.9; 46.5] [35.1; 43.7] [47.8; 56,4] [41.1; 50.0] [46.4; 5 2.6]
No 38 37 26 28 28

[34.1; 42.6] [33.0; 41.4] [22.5; 30.1] [23.7; 31.7] [25.6;3  1.1]
PNR 20 24 22 27 22

(People Not Responding) [16.4; 23.3] [20.1; 27.5] [18.4; 25.5] [23.2; 31.1] [19.8; 2 4.9]
Yes, excluding PNR 52 51 67 62 64

[47.6; 57.3] [46.4; 56.4] [61.9; 71.0] [57.1; 67.2] [60.2; 6  6.9]
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Demogrant: variants

@ 65% in favor of an
increase in the
minimum wage rather
than an increase in
welfare bene ts (7%)
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Maximal (monthly) income: variants

Table: Approval of a legal
maximal income (in
¢/month)

Yes/No (%) H 100k ‘ 3M

France 40/41 | 40/32
World 41/37 | 38/28
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Other features of the tax system

Approval of the marital quotient: 57% in favor; 26% against
Net e ect of the priming: 69% vs. 45% support

88% in favor of a simpli cation of the tax system (5% against)
Majority for a merge between income tax and social contrib.
Majority for taxation of imputed rents

Majority to take into account life expectancy for the valué o
retirement pensions (and allow more exibility)

Majority support for an European basic income and corporate
tax, but no majority for a common unemployment insurance
Strong support for international redistribution: 80% invia of

a tax on the top 1% to nance the development of LDC,
majority support for a transfer of 5% of the income of rich
countries to poor countries, for a global tax on capital, #or
cap and share system, for a global basic income, ete.
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Other proposed reforms
Other Results
Robustness Checks
Algorithms Used: Dis/adv

Computations of the Income Tax Rates
Annexes

Redistribution among di erent categories

Appendices
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Using a Broader Sample

Table: Approval of proposed redistributions in theugmentedsample

Headcount  Approval (of any reform) Non-answe

(additional) (2) 3)
In augmented(constant) 1,007 0.353 0.563 0.373
(0.015) (0.019) (0.013)
In restricted 1,994 0.100 0.021 0.150
(0.019) (0.023) (0.017)
Includes non-answers Yes Yes No Yes
Observations 3,001 3,001 2,231 3,001
Note: p<0.1; p<0.05; p<0.01
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices

Non Weighted Results

Annexes

Table: E ect of weighting on approval of a reform

Approval of a reform

E ect of weighting 0.004
(0.007)
Constant 0.452
(0.0112)
Observations 1,994
Note: p<0.1; p<0.05; p<0.01
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices

Quality of Responses

Annexes

Approval of any reform Non-answer
1) €] 3) 4 (®) 6)
log of time response (for approval) 0.083 0.027 0.128
(0.022) (0.027) (0.017)
Misunderstanding graphical questions 0.088 0.008 0.165
(0.022) (0.026) (0.018)
Constant 0.141 0.410 0.490 0.566 0.594 0.135
(0.071) (0.088) (0.015) (0.016) (0.056) (0.012)
Includes non-answers Yes No Yes No Yes Yes
Observations 995 803 1,994 1,586 995 1,994

Note: p< 0.1; p< 0.05; p< 0.01
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Other proposed reforms
Other Results
Robustness Checks
Algorithms d: Dis/adv

. Computations of the Income Tax Rates
Appendices e

Comparison with an Earlier and Indirect Estimation

Table: Characteristics of Distributions of Income

Gini D9/D1 Bott.50 Topl0 Topl Top0.1 Min Dis- Adv- Transfer
equivalised disposable 0.308 3.441 0.298 0.258 0.072 0.031 -47
actual 0.434 10.326 0.224 0.335 0.128 0.076 0

demogrant median 0.286 3.101 0.306 0.242 0.074 0.040 800 23 77 0.094
median 0.241 3.194 0.331 0.202 0.036 0.015 802 10 50 0.117

distortionary 0.251 3.815 0.321 0.186 0.026 0.008 550 12 50 0.116

average 0.250 2.797 0.331 0.224 0.053 0.019 859 42 58 0.117

earlier median 0.295 5.429 0.304 0.237 0.056 0.022 550 10 73 0 .109
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

1. referenceurve
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

2. narrowing the gap
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

3. adjust for budget neutrality
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

3.5 linearize the left end
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

4. correct for behavioral responses
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Empirical and Dynamical Computation

o behavioral response= z
@ aggregate change in pre-tax distribution is borne by a cleang
in tax revenues and in aggregate disposable income:
= T+ c
0zt=27% 1+ t+=¢+ T =
G 1+ Et 1 al+ Te 1+ E o[ Ted+ ¢ Ee 1l d]

Ti+1(q) Te(@)+ E[ t+2(a)] Et[ c+1(a9)]
Té1(2) Te+1 (Bt [Ge+1(2)])
o linear implementation of the reform =>E; 1[ ¢]= ¢ 1,

the response can simply be expected to be constant:
E: 1[ t]= t 1 =>tax schedule tractable
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Other proposed reforms
Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Theoretical Approach

1 T° @
z z @ T9
c(q;t) z(g;t) T (z(g;t);t)

dc @ a a )

— = - 1 -
dt @ @ @
Using ,, one obtains an Euler-Cauchy di erential equation %:

dc _ ST @
at - 22@ @ (2
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices e

Simulation of behavioral responses
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Framing

Figure: Example of question from Weinzierl (2013). Transparent bex
represent pre-tax income while green rectangles stand ftardax
income.
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Appendices

Summary statistics

Other proposed reforms
Other Results

: Dis/adv
Computations of the Income Tax Rates

Annexes

Figure: Summary statistics of reform parameters for di erent sarepl

rst sample restricted rst sample augmented nal sample (both surveys)
median PNR obs. median PNR obs. median 95% C.I. PNR obs.
Advantage 50 175 449 50.00 315 645 50.00 [50; 50] 265 621
Disadvantage 10.0 206 500 10 357 699 10 [9; 10] 589 1325
Demogrant 750.00 77 253 800 151 369 738.4 [700; 800] 167 456
Maximal income 50000 44 243 1e+05 92 354 250000 [1e+05; Inf] 1 30 600
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Other proposed reforms
Other Results
Robustness Checks
Algorithms Used: Dis/adv

Computations of the Income Tax Rates
Annexes

Survey Screen Shots: Disadvantage

Appendices
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Other proposed reforms
Other Results
Robustness Checks
Algorithms Used: Dis/adv

Computations of the Income Tax Rates
Annexes

Survey Screen Shots: Evaluations

Appendices
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Appendices

Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates
Annexes

Survey Screen Shots: Process of decision for the tax
schedule
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Survey Screen Shots: Demogrant
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Survey Screen Shots: Maximal income
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Other proposed reforms

Other Results

Robustn Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Raw Results: Demogrant
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Other Results

Robustn Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Raw Results: Maximal income
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Other proposed reforms

Other Results

Robustn Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Raw Results: Dis/advantage
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Earlier estimation (Fabre 2016)
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Other proposed reforms
Other Results
Robustness Checks
Algorithms Used: Dis/adv

Computations of the Income Tax Rates
Annexes

Distribution in terms of equivalised disposable income

Appendices
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Other proposed reforms

Other Results

Robustness Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates
Annexes

Appendices

Regressions: E ect of anti-tax argument

Table: E ect of an anti-tax argument on the desired maximum income

logio desired maximum income

Excludingin nities ~ Setting1l = 10°

1) (2)
Anti-tax priming 0.221 0.751
(0.0712) (0.201)
Constant 4,195 6.424
(0.043) (0.113)
Observations 392 686
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Other proposed reforms

Other Results

Robustn Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Regressions: Di erences in average distributions' guak

Evaluation of distributions

Optimal utilitarian (Constant) 0.159
(0.048)
Median 0.140
(0.069)
Actual 0.926
(0.059)
Demogrant median 0.078
(0.069)
Egalitarian 1.027
(0.069)
Personalized 0.569
(0.069)
Optimal rawlsian 0.058
(0.069)
Observations 5,883
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Other proposed reforms
Other Results

: Dis/adv
Computations of the Income Tax Rates

Appendices TGS

Regressions: E ect of displaying the impact of the refo
on one's income

Approval Approval (any reform) Person Not Responding
@) 2 ®3) 4 5) (6)
No display of impact on one's income 0.008 0.013 0.023 0.054
(0.032) (0.027) (0.034) (0.038)
Misunderstanding the graphics 0.095 0.004 0.262 0.310
(0.022) (0.029) (0.038) (0.045)
Left - Right leaning 0.074 0.016
(0.012) (0.013)
Misunderstanding & No display 0.103 0.146
(0.055) (0.065)
Constant 0.531 0.495 0.466 0.230 0.165 0.142
(0.023) (0.015) (0.019) (0.020) (0.025) (0.028)
Observations 958 1,994 1,196 958 958 614
R?2 0.0001 0.009 0.031 0.0002 0.063 0.092
Note: p< 0.1; p< 0.05; p< 0.01

Adrien Fabre French Favored Redistribution Derived From Surveys



Regression

Appendices

Other proposed reforms

Other Results

Robustn Checks

Algorithms Used: Dis/adv
Computations of the Income Tax Rates
Annexes

: Approval by political leaning

Proportion Misunderstanding Approval among any reform App roval of median reform
@) () ®3) (O] (O] (6) @
Extreme-left 0.019 0.180 0.583 0.788 0.647 0.844 0.590
Left 0.218 0.384 0.565 0.691 0.683 0.769 0.743
Center 0.096 0.387 0.405 0.496 0.509 0.643 0.657
Right 0.156 0.424 0.371 0.439 0.484 0.627 0.604
Extreme-right 0.098 0.368 0.355 0.417 0.401 0.519 0.459
Indeterminate 0.413 0.509 0.443 0.634 0.613 0.648 0.635
Includes non-answers Yes Yes Yes No No No No
Augmented sample No No No No Yes No Yes
Average 0.442 0.448 0.582 0.578 0.666 0.638
Observations 2,004 2,004 1,994 1,586 2,196 399 559

Adrien Fabre

Redistribution Derived From Surveys



