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redistribution can be attributed to income taxes (Wang et al.
2014).

» Yet many countries also provide options for claiming
deductions that alter the redistributive effect of taxes. This
latter aspect however is often neglected since data usually only
reports on taxes paid.

» By using administrative tax data we are able to evaluate the
visible (taxes) and hidden (deductions) instruments of the
welfare state with respect to their impact on income inequality.
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mirrors the historically evolved federal structure, giving a lot of
power to the sub-state levels, namely the cantons and
municipalities (ESTV, 2013). A total of 26 tax laws exist, with
each canton having its own tax law and the municipalities and
the federal state also levying taxes.

» We use tax data from a large canton in Switzerland.

» Aargau is the fourth largest canton in Switzerland, with
respect to economic inequality, mean income and the tax
system it is an average canton, thus its not a special case we
are looking at.

» We have two time points: 2001 (283580 tax units) and 2011
(327'047 tax units) and thus we are able to compare changes
over time
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Overview on deductions under scrutiny
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Decomposition of redistribution effects

» Reynolds & Smolensky (1977) concept of measuring
redistribution
RS = Gx - Gx—t (1)

» The overall effect differentiates the effect into an effect of
progression/Kakwani-Index (Kakwani, 1977), average tax
burden and an effect of reranking

RSzGX—GX_t,.:K,-*lt’ - _RR, 2)
1

> (1) Identify effect of taxes

> (2) To identify the effect of deductions a post tax income
distribution without any deductions was created (G;). The
effect of every single deduction (u;) was identified by
comparing post tax income distributions applying deduction i
(Gy,) to G,.
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Results: Partial redistributive effect of taxes (incl.
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Thank you for your attention!
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