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The Incidence of Colombian Taxeé@ 1970

1. Introduction

This s;udy reports the gstimated 1nc1den£e of taxes levied by all levels of
government in Colombia in 1970. Two previous atteﬁpts at estipating the incidence
of ‘taxation in Colombia found that Colombian taxes were roughly proportionate to
income, or, at best, m;ldly progressive.1 But these estimates of tax incidence were
both -based upon extﬁsmely crude eséimates of the underlying.distribution of income

and patterns of consumption of taxed 1tems;2 Moreover, information on collections

- of direct taxes by income classes was \inadequate indeed.3

It is probably true that the estimated pattern of effective tax rates (percenf-

-3

.age of income paid in taxes) by income brackets is more accurate than the underlying

estimate of the incomé distribution, as noted in the author's previous studj>for'

Colombia\f Nevertheless, the existence of new information on the distribution of

‘ISee Milton C. Taylor and Associates, Fiscal Survey of Colombia (Baltimore:
Johns Hopkins Press, 1965), pp. 226-27 and Charles E. McLure, Jr., "The Incidence of
Taxation in Colombia," 'in Richard A. Musgrave and Malcolm Gillis, eds., Fiscal Refdrm
for Colombia: The Final Report and Staff Papers of the Colombian Commission on Tax
Reform (Cambridge: Harvard Law School International Tax. Program, 1971), pp. 256-61.
As noted in the author's previous paper, methods of estimating the distribution of
income and the incidence of taxation by income groups are sufficiently different to
render exact comparisons of results virtually impossible. . '

2In the author's previous study the estimated income distribution was built
up from sketchy information about numbers of persons and total incomes attributable
to various activities and more or less arbitrary distributions of the total income in
each activity among the corresponding income recipients, rather than from information =
on the distribution of income per se:. The estimate in taylor, op. cit., sseems .to have
built upon a somewhat more solid data base. In both cases the incidence of indirect
taxes was estimated (sometimes with extrapolation) from patterng of consumption re-
vealed by a household budget survey taken many years earlier. '

3See McLure, op. cit., pp. 240-42 for a description of the many rather ar-
bitrary manipulations that were performed upon these data in an attempt to learn
something about the incidence of the personal ircome tax by income brackets. The
manipulations described in section 3 belows while .arbitrary, are rather easily de-
fended by comparison with those in the earlier study.

aSee McLure, op. cit., pp. 239-40 for a more complete statermient of this
argument. ; -
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" income collected in the various household surveys of the national statistics office

(DANE).should make it possible to estimate the distribution of income with coﬁsid-

erably more accuracy than was previously possible.1 This same Survey data also

facilitates the accurate: estimation of the incidence of indirect taxes, and improved
data on income tax collections has added considerably to our>kﬁow1edgé of the inci-

.

&ence of thés; increasingly important di:?pt taxes. : - y % s
The next section describes the data.nvailable in the DANE household surveys and

the way in which fhey'WQre used to estimate the underlying distribution of income in

Colombia. Estim;tes are presented for both urban and rural sectors separately, as

well as fPr the nation as a whole,‘though attention_ghould probably focus upon the

national totnis. Adjustments to the estimated distribution are made in this section

for the savings and (unshifted) pfofits taxe;V;f corporatiqﬁs and for the implicit

taxes on earnings from thé export - of coffee. The resulting distribution of income

is then compared with several earlier estimateu>of the distribution of income in Col-

ombia.

. 'fkection 3 explains in detail the allocation of the various other important taxes
o§ the three lévels of government am;ng Fhé various income brackets, for the urban
and rural sectors and for the nation nsra whole. These allocations are .based upon
three alg(rnltive assumptions about the burden of the corporation income tax and two

about the® propriety of including the coffee export duties in the ahalysis. Compar -

ison of the amounts of taxes allocated to each income bracket (in each sector and
: : -4

: : 1Moreover~, this survey data makes it feasible to attempt to estimate the
distribution of income among households, m#ther than among economically active mem-
bers of the population, whereas limitations on data restricted previous estimates
to the distribution. of income among individuals. (But for rural households there
are problems even if the DANE data are used, as noted in section 2 below.) For most
purposes, the distribution among households is more interesting than that among
individuals. ' S

<



P -3 -

the entire nation) with the amount of income estimated to fall in that income bracket
results in estimates of ;pe effective rates of taxation paid (as a percentage of in-

come) by.each group.
2. The.Distribution of Income

The basic data on the distribution of income used in this study were collected
by DANE in two of its household surveys.1 The data fgr the urban and rural portions
of the economy are described sepsratelf.
A. 'Urban Areas
A sﬁrvey of 3,560~households taken in late 1970 provides the basic data for
the éstimation of the distribution of income in urban areas. It provides informa-

tion on the distribution of household incomes among l4 income classes in seven large

1The various DANE surveys are described in Polibio Cordova, La Encuesta >

Nacional de Hogares de Colombia (Bogoté: Departamento Administrativo Nacional de
Estad{stica [DANE], 1971). Data for the distribution of income in rural areas are -
from Project EH-1 and is reported in Polibio cordova, Distribucion de Ingresos en '
Colombia (Bogoté: DANE, 1971). Data for .urban areas are from project EH-2 and were
provided in unpublished form by DANE.. : ! 5

; In theory the eoncept of income used in these surveys is more or less what
economists mean by income, that is: ’

El concepto de ingreso hace referencia a todo tipo de ingreso, es decir,

ingreso monetarias y no monetarias recibidos por concepto del trabajo
,asalariado, del trabajo independiente, como remuneracion al capital y . ‘
otro tipo de ingresos tales como pensiones de retiro, ayuda en dinero,

ingresos por loterias, etc. Es conveniente aclarar que los ingresos

declaradas por las personas tiemen un mes como periédo de referencia y

son ingresos personalés percibidos antes del pago de impuestos. (Cordoba,
Distribucion de Ingreso en Colombia, p. 61).

Whether in fact the survey interviews actually took account of such non-monetary in-
come as income in kind produced in the rural areas or provided to domestic servants

in urban areas, etc., is inherently unknowable. Thus no attempt was made to adjust
for any such possible omissions. (On’ the other hand, Miguel Urrutia, in "La Dis-
tribucion de Ingresos en Colombia," (Bogoti: Banco de la Republica, xerox), pp. 2,

10, adjusted survey data for such omissions in the urban sector, though for the rural
area he did not make similar adjustments, as the rural distribution series was derived
from information on production, rather than from surveys.) Several adjustments of a
different kind which must be made are described in part D of this section.
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Coloembian cities.l The problem, then, is to "blow up"” the information collected
for these seven large cities in such a way thit it would be representative of urban
households in the entire country. Supposedly Quch an expansion of the.sample from
.the seven cities coula'be done on a statistically sound basis, but it had not beenv
done by DANE when this study was undertakén and it was we fogd the scope of the
present study. Thus a substnnti;lly less ambitious and‘atisfaetoty approach
was followed. Basically, it was assumed:that the pattern of income distribution pre-
vailing in each of the seven Colombian cities was broadly representative of that found
in the urban areas of certain regions, usually those closest to the city in'q;estion.'

Thus the absolute number of households and the income found in a given income bracket’

O
in a particular city were each multiplied by the ratio of the estimated number of

* urban households in regions for which the city was taken to be representative to the

aumber of households in the city itself; see Table 1.2

1These cities are listed in Table 1. These data. were used, rather than
those from survey EH-lg#because they pertain to household income, rather than to in-’
come of economically active households. Although the data for the rural sector (de-
scribed below) are on an individual basis, and would have matched better the data
on individuals in urban areas taken from survey EH-1, the undetermined loss of con-

. sistency involved in using data from survey EH-2 for the urban sector was deemed to

be a reasonable price to pay in order to be able to use household data for at least
the urban sector. Moreover, only survey EH-2 contains the information on consumption
patterns vital to the allocation of indirect taxes among income groups.

This approach was suggested in broad terms, at legst by implication, in -
a memorandum from Polibio Cordova entitled, "pgregacion de Municipios a las Ciudades
fnvestigadas en la Segunda Etapa de Encuesta de Hogares y Calculo de Factores, de
Expansion.!" That document describes a suggested assignment of regions to supposedly
representative cities and’ the calculation of the number of households in each re-
gion. The factors of expansion reported in Table 1 were calculated by the author in
the way shown there. One must be a bit nervous about this method, however. It
implies multiplying the results for the households actually sampled in the various
cities by expansion facgors ranging from 412 to 2069, since the figures for the var-
jous cities were themselves based upon samples from the households in the cities.
Whether this is statistically defensible was not determined. A similar, but appar-
ently more sophisticated, approach was followed in Urrutia, op. cit.

p—



TA&LE 1:

City

Bucaramanga
Cali
Manizales
Medellin
Pasto

TOTAL

Source:

SUsEC

Calculation of Factors of Expansion

Number of Households

Repres- In city
ented by itself
city (1) (2)
350,786 105,294
425,836 447,214
328,910 55,870
3z§f5#7 149,833
239,001 47,786
310,848 184,532
58,669 ' 21,822
2,040,597 - 1,012,352

See text and footnote:2, p. &4.

A

Expansion
Factor

(1) + (29
3
3.3140
0.9522 7
5.8871
2.179
5.0015 -
1.6845
2.6885

2.0157

The results of this 'ex

- urban households reported in Table 2.

to receive just over one-sixth of income accruing to

ten percent of households about three-eighths of u:ban'-ih;;ome.-l

T

% As expected,
less unequal than ‘the distri
as reported in survey EH-1;
distributions can usefully be compared with that ca
active urban population by Urrutia, op. cit., p. 15.
the three distributions at points where compar

Present.Study:

Cumulative Percentage of

DANE Survey EH-1:

Cumulative Percentage of

Moreover,

pansi&q is the estimated distribution of income among .
The bottom half of urban households appear

urban households and the top

this distribution of income among households is somewhat
bution among economically active persons in urb
see columns (7) and (8) of Table 2.
lculated for the economically

The following table compares
isons are particularly easy to make:

Urrutia Study:
Cumulative Percentage of

‘'Households Income Economically Income

Active - ;

‘ - Populatian

14.7 .. . 2.9 - -
29.9 8.0 - 27.8 25l
62.5 26.8 61.1 2395
79.3 44 .4 S 7T 2 38.3
93.1 79.9 91.9 60.4:

Economically

Active

Population
1257
30.3
60.1
79.3-
93.4

Income
.

AN NN

0
4
1
0
4

N

.

The two distributions for the economically active population in urban areas show

generdlly similar patterns,

distribution than is reported in survey

‘among urban individuals to be somewhat .

househo'lds.

EH-1.

N
L

though Urrutia's study finds a slightly more unequal
Both studies show the distribution
less egual than the distribution among urban

an areas,
both these

v }’
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TABLE 2: Estimated Distribution of Inﬁome amon? Urban Households and
Economically Active Personms,2/ 1970
(Number of households and persons in thousands; incomes in billions of pesos)

‘ ) - Households . -BFtullx Active Pcraonr‘-/
Income Bracket Number of Total Percentage of: Cum, Percentage of: C Percentage of:
(Pesos per year) Households Income Households Income Households Income Persons Income

1) (2) (3) (%) (5) (6) 7 (8)

0 - 6,000 43,3 0.20 2.1 0.2 2.1 0.2 27.8 5.1
6,000 - 12,000 257.8 2,38 12.6 2.7 14.7 2.9 61.1 23,5
12,000 - 18,000 308.9 - 4,56 15.1 B! 29.9 8.0 . T2 ‘ 38,3
18,000 - 24,000 309.2 '6.39 15.1 7.1 45,0 15.1 85.4 48,9
24,000 - 30,000 204.9 5.44 10.0 6.1 55.0 21;2 89.7 56.0
30,000 - 36,000 153.6 - 5.03 75 5.6 62.5 26.8 91.9 60.4
36,000 - 48,000 - 193.1 7291 9.5 8.8 72505 35.6 94,7 67.6 .
48,000 - 60,000 148.3 - Thsisllf o) - 8.8 79.3 44,4 96.3 73.0
60,000 - 72,000 89.7 .5.87 4.4 6.6 83.6 51.0 97.3 ik
72,000 - 84,000 74,9 576" 3.7 6.4 87.2 57 .4 97.8 79.9
‘84,000 - 120,000‘b/ 121.0 1210 5.9 1355 93.1 70.9 98.8 86,0
120,000 - 180,0003/ 7942 10,65 s/ 11..9 96,8 82,8 99.5 92,7
180,000 - 240,000~ 38.1 6,51 1.9 13 98.7 90,1 99.7 95.2
Over 240,000 24,6 - 8.81 1.2 9.8 100.0 100,0 100,0 100.0

oTALs/ 2,062.6 89,52  100.0  100.0 s s = -

a/

Included for comparison only.

E/Bracket limit in original data- is.174,000 pesbs. The limit of 180,000 is used for consistency with

those in other sources, but without interpolation,

E/Column totals may not add to totals due to rounding.

. Sources: Columns (1) and (2): unpublishgd records of DANE and expansion factors in Table 1.
Columns (7) and (8): Polibio Cordova, Distribucidn de Ingresos en Colombia (Bogotd: DANE,

1971), p. 88.

%



B. Rural Are;s

. As unsatisfactory as the data on.thg distributign of income among urban house-
holds in the entire country may bé; those for the ;1 sector are éignificantly
worse, if only in one respect. This is that they refer to the distribution of in-
come among the economically active rg?al'populaéion, rather than among rural house-
holds. Rathér than simély combine the s“ibut16n among'rural individuals with
thatvfor,the urban pppqlntionz 1:_;35 decided to try to adjust the rural distributiod
to put it more neatly.on/a household basis.- This was.done using three alternative
approaches. In the first the incomes:of women in each income group were simply added
to the incomes earned.by.ﬁaq;in the gtouﬁ; see columns (l)-(4) of Table 3. This ap-

proach is unsatisfactory in CJQ respects. First, an undetermined number of house-

"holds would be pushed intu thigher income brackets by the presence of a second in-

come‘recipient.1 Second, many of the?mal&dggﬁbors of the economically active pop-

4w4‘_{

ulation, especially those.in the lowes

Ideaﬂse employees {(but not their income) would be omitted from the count for
purpéses of converting the income distributién to a household basis. Thﬁé under the
second apgroachiQﬁo,OOO economically active males were subtracted from the number

of #efsonsain thg very lowest (0-6,000 pesos per year) income_bracket; see column (5)

.- - [\ o
of Table 3.3' Of course, for these two approaches, the income brackets given in Table

lMoreover, average incom2 in the income class could be pushed outside the
bracket limits. In fact, however, women constituted but 13.2% of the economically
active rural populatioh and earmed but 9.3% of the income, so this was not a ma jor
problem;. see Cérdova, Distribucion de Ingresos en Colombia, p. 85. .

”zThere were roughly 1,685,000 economically active males, but only 1,200,000-
1,320,00Q heads of households.  .(The discrepancy between the number of heads of house-
holds reported in ibid., pp. 93 and 95 is not explained. Neither figure compares very
favorably with the 1,509,000 rural households in the eountry reported in the memo-
randum "Agregacidn de. Municipios. . ." op: cit.)

- 3On a priori grounds we would expect most unpaid family employees to be
clustered in this income bracket. Inspection of columns (1) and (6) of Table 3 sug-
gests that this is in fact the case. It appears that. there are roughly 360,000 eco-
nomically active males in this income class who are not heads of households.

rackets, are unpaid family employees.2

—

)
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TABLE' 3: Estimated Distribution of Income among Rural Households, 1970
(Number of persons and households in thousands; income in billions of pesos)

>

ESTIMATE #1 ESTIMATE #2
Cumulative Per- Cumulative Per- ; Cumulative Per-
Income brncketgl Number Economic- / centage of: centage of / - Number of Heag7 / centage of; a/
(Pesos per year) ally Active Males Income— Households Income Households— of Households= Income— Households=Income
(e8] (2) 3) %) )’ - (6) +(7) (8) 9)
0 - 6,000 956.3 3.48 56.8 Zh e/ 45.1 595.7 1.79 45.1 13.2
6,000 - 12,000 - 540.4 5.20 . 88.9 = 64.1 8559 421.3 3.80 77.0 41.2
12,000 - 18,000 107.8 1.82 | 95.3 717.6 94.0 21729 3.92 93.5 70.1
18,000 - 24,000 35.4 0.81 ° 97.4  83.6 96.7 o ¥
24,000 - 30,000 16.8 0.47 98.4 87.1 98.0 o ; 67.3 2.38 98.6 87.6
30,000 - 36,000 5.1 0.18 98.7 88.4 i :
36,000 - 48,000 6.7 0.28 99.1 90.5 l ¢
48,000 - 60,000 3.4 0.18 99.3 91.9
60,000 - 72,000 5.1 0= 27 99.6 93.9 9.3 0.92 99.3 94.4
72,900 - 84,000 1.7 0.14 99.7 94.9 L l l/ i
84,000 - 120,000 . == 0.31. -- 97.2. v
120,000 - 180,000 ) -- 0100 e - 99.9° 'y 13 go3 1 99.4 96.7
180,000 - 240,000 -- -- » 4 100.0 3 v 4/ v
Over 240,000 - Lo 0.27 ©99.8=" 100.0 1.3 0.37 9955 99.4—
‘TOTAL 1683.6 13.54 ' - .- 1320.8 13.58 -- --
. " ®por estimate 3, wider income brackets were dictated by the format of the originaf>data. Figures are

given in the top line :for the several narrower brackets included in the wider ones, These arrows’

are omitted in later tables.

indicated by arrows.

b/ iacludes income of females in the same intome brackets. : R

S:-/Reflectrs subtraction of 360,000 persons ‘from the number of economically active males in the lowest
. income bracket. Corresponding cumulative percentages of income are as in column (4). But the division of
households and incomes between the first two brackets, at least, should not ‘be accepted literally. : :

d—/'Snml]. numbers of persons and amounts _of

income were not allocated among income classes.

Sourqe} Polibio Cordova, Distribucion de Ingresos en Colombia (Bogota: - DANE, 1971), pp. 80, 84, 88, .89,

1 93-95.
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3 would have little meaning, especially at low income levels. In fact, the cal-
culated distributions would probably be meaningful only in terms of comparing in-
comes of say the lowest 80% of rural households with that of the top 20%. They
should be so in;erpreted. ; |

The third approach, and the one preferred, Qas based upon dnt; on incomes of
heads of households reported by income brackets for each educaﬁiontl level_.1 The
rural 1nc6me distribution calculated from these data and re;ofted-in'columns (6)r(§)
of Table 3 suffers conceptually from failure toiincthe 1nc;mes of’secondary income
reci#ients in the family. But as a matter of facf; total rural income calculafed
from data on average iné&mes and numbers of heads of households in each educational
level in rural areas does not differ greatly from total rural income calculated
using supposedly more comprehensive data on incomés of economically activerrural
persons. Thus it is not obvious whether any ad justment is warranted, and if so,
‘what it should be. So none was made.

These three estimates, as different as the§ are, tell roughly the same story.
The top 10% of rural households probably reéeive roughly 35-40% of ﬁotnl r9ral in-

come.2 This distribution, unequal though it may be, is considerably less unequal

1Cérdova, Distribucion de Ingresos en Colombia, Op. cit., pp. 80, 84,.and
95. In this publication there are no straight forward data on the size distribution
of income among rural heads of households. Rather, it was necessary to estimate that
distribution indirectly from data on the educational distribution of heads of house-
holds and income patterns by educational levels. Educational data were of no in-
trinsic interest at all in this study and were not used as proxies for income levels.
There is an unexplained discrepancy between the income class discriptions on p. 84 and
those on p. 95. It appears that the latter are correct. Even though in some cases
average income falls outside bracket limits, the problem would be even Worse if the
bracket limits used on p. 84 were interpreted literally. -

2As noted above, the patterns of income distribution reported in Table 3
may not be very accurate in the lower income classes. But it is also of less inter-
est, given that the bulk of rural families have very low income levels, compared to
urban families. ) X
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than the distribution of'egricultural income in.1960 and rural income in 1964 esti-
mated by Berry and Padilla and by.Urrutia.1 Berry -and Padifla and Urrutia'boch
estimated that the top 10% of the income distribution received something over half
of all agricultural or rural income, reSpectively. - This discrepancy appears to be 2
quite significnnt but for several reasons it may not be as great as it appears.
First, in” Qgth of those studies agricultural income accruing to, urban persons (and
the morresponding urban incomerrecipient) was included in che analyeis, On the other
hand, ic was excluded from the analysis reported in’taple 3% éince ;hisjiqcome is
likely to accrue to persons in.very'high income brackets, we can.erpeet a sieeeble P
difference in the two sets of estimates and in che direction that is reported above.
,:oreover, both these early estimates were of che distribution of income‘amOng indi-
viduals, rather than families. This probably gives a slight additional bias toward
inequality. Whether on balance these differences are enough to account for the ap-
parent discrepancy cannot be known. And if not, it is not clear which set of esti- g
mates is more nearly correct. But in what follows, eetimate s construcced es. ‘
described above, was employed. 4
C. The Nation ~ : : '.'. V : {‘

The preferryed estimate of the Colombian income dis;ribution for thevnation as
a whole was obtained by combining the results of Tables 2 and 3, as reported in
Table 4. According to this estimate, the bottom two-thirds of Colombian families
receive roughly one-fourth of all income and the top 10 percent of fnmilies receive,

t
roughly 44 percent of income.2 This pattern can usefully be compared with those es-
. . 4 ’

1Albert Berry and Alfonso Padilla "La Distribucion de Ingresos. Proven-
jerites de la Agricultura en Colombia--1960," Bolet{n Mensual de. Escadistica (DANE,
Jnnunry 1971), pp. xxi-xxvi; Urrutia, op, cit.

This conclusion would be altered hardly at all (but in the direction of

"'lets eﬁuality) by the use of estimate 1 or 2 for the rural income distribution. -
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TABLE 4: Estimated Distribution of Income among COIOmbian Houneholds, 1970
(Number of households in thousands, income in billions of pesos)
Income Brackets Number of . 5 Percentage of . Cummlative Percentage of
(Pesos per ycar) Houscholds Income _Households Income Households  Income . bt

0 - 6,000 T eamious 1,99 ¢

: 19.0- . 1.9 '19.0 3, Sy
© 6,000 - 12,000 . .679.1 . 6.18 \*420.2 6.0 39.2 ' 1:9,
12,000 - 24,000 -  836.0 14,87 24,9 144 64.1 22,4
24,000 - 60,000 .-  767.2. 28.63 22,9 27.8 87.0 . 50.%
60,000 - 120,000 294.9 24,66 8.8 24,0 95.8 - 74.1
120.0C0 - 240,000 - 114.6 «17.48 3.4 - thO-; 99,2 - - .91.1
Over 240,000 - 25,97 9,18 0.8° 8.9 1100,0.  100.0 -
3356.7 102.99 ©  .100.0 100.0 . .+
Source: Tables 2 and;}(estimate.3).
TABLE 5: Comparison of Results of Vatious Studies
; : of Income Distribution in Colembia . -
\ . % of Income Received by: - s =0 7
Author Date Lowest 2/3 . Top 10% ~ < . Basis of Estimate
Taylor 1961 : 28 ; Y 4277 Individuals -
McLure 1964 27 S50 Individuals'
Urrutia 1964 : 2 48~ ¢ Individuals
Present 1970 25 : ‘44 - = ' Households

Sources: See fbo;notee 1, p. 12.

-~

timated 1n sevaral ptevious -tudies of the Colombian income. distribution,'see Table

5. ‘In his previous study, the present author found that' the top 10% of 1ncome ré-’

cipients received roughly one-hd}f of all income. Thus that study reports so;ewhatn'

more inequality than the present study, as could be expected in that it was bnsed

upon data for individuals, rather than households. The Taylor group, on,the,other

hand, found that the bottom two-thirds of individuals received rbughly 28% of income
-

and the. top 10% of individuals received slightly less than 42% of income. This is

more difficult to reconcile with the presént'study in that the Taylor group’aleo
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used individuals ‘as the basis of its estimate.

b -

Finally,'Urrutia's‘estimafes are

bquite consistent with those reported here and f; the preéent author's ptevidu§_study.

In éarticular, Urrutia found that thé lowest tWO-tﬁirds of,individual income recipients

/%eceive 247, of income and that the top 10% receive roughiy 48%.1 |

It is interesting to ﬁgte that tﬁ; income diétributions reported in Tables 2 (for

urban areas) and in T;ble 3 (for rural areas) are quite similar in the sense that they
would producé virtually identiéal Lorenz curves. But the absolute leveié of hpuséhold
income in urban levélg is substanti;ily higher“than in rural areas. (The estimated
urban average ;s 43,826 pesos per yéar, while “the ruraliaverége is 10,279 pesos.)

‘Tﬁis can be seen from Table 6 beiow, which reéorts points on the two distributions

that are eaSily'comparéble and the approximate absolute income leyels,cofresponding

to. them in the two sectors. "Perhaps the most interesting aspect of this comparison,

: . coc “
‘however, is the fact ‘that the .distribution of income for the nation as a whole is sub-
\ ] e Py

‘stantially less equal than that in either sector taken by itself. This is also shown

in*Lable 6.2 . i

lMcLure, op. gig., ps 251; Taylor, op. cit., p. 225; Urrutia, op. cit., p.
24. TFurther rather comforting-confirmation that the approach followed in the present
study ‘makes sense can be found in the fact that total incomes of households calculated
as described above (103 billion pesos) compares favorably with the 1970 national in-
come accounts figures for national income net of . corporate savings and income taxes
and government income from property and business, but inclusive of interest on the pub-
lic debt (98.9 billion pesos); see Cuentas Nacionales: 1967 a 4970 (Bogoté: Banco de
la Repéblica). p. 4. This difference of 4 billion pesos seems to be well within the
margin of error one might expect to encounter when using methods and data as crude as
those described above. Alternatively, -this total income figure compares favorably
_with the total income of family units and non-profit organizations, 101.9 billion: pesos;
op. cit., p. 6. Furthermore, the estimated rural income of 13.6 billion pesos seems
quite reasonable in that salaries-in agriculture, fishing and hunting, mining and sil-
vieulture, etc. -in 1970 totaled 10.9 billion pesos; ibid., p. 12. This seems to leave
an ample residual to be accounted for by househglds receiving income from other act-
jvities. Perhaps it should be noted in passing that ugban areas are defined as those
yith more than 1,500 population; see Cordova, Distribucion de Ingresos en Colombia, p. 61.
2

A final comﬁarison that is of interest in some contexts is the international
_one reported in the table below, thoughsuch comparisons'arerinherently hazardous. (See
McLure, op. cit., p. 248 for a short description of the hazards.) We see that the

f
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" TABLE 6: Comparison of Urban, Rural, and National Income Distribution
- Urban Distribution, Highest’ Rural Distribution Highest - - Natiomal Distribution '

Cumulative % of ~  Income ~ Cumulative % of Income Cumulative % of
) . Level. : . Level . -
House- * (Pesos/ - House- (Pesos/ House-
holds "Income Year) holds Income Year) ° holds Income
45.0 < ' 15.1 ' 24,000 - 45.1 13:2 6,000 M- of -
. 62.5 ’ - 26.8 - N.A. - f - - 7 641 L. 22.4
- 79.3 . 44,4 60,000 2 ZZfO 41.2 12,000 - L.
87.2 57.4 N.A. - -- - . 87.0 50.2
93.1 - 70.1 120,000 +.93.5 70.1 24,000 95.8 74.1

N.A. - Not Applicable.
Source: Tables 2, 3 (estimate 3) and'hn

distribution of income in Colombia is considerably more unequal than that in developed
countries and may even be near the extreme for Latin America in terms of income in-
equality.

: Petceﬁtage of Income Received
by .the Top 10% of Income Re-

Nation Year ’ cipients
1. 1India © .- 1950 ; 43,1
2. India . 1955-56 43.2
3. Ceylon . 1952-53 ~ 40.6
4. Mexico © 1950 " 49.0 :
5. Mexico_ . 1957 ‘ . 46.7 I aok;
6. Mexico - - © 1957 ’ 45.0 W
7. E1 Salvador 1946 . : 43.6 .
8. Guatemala 1947-48 43,
9. Barbados . 1951-52 34,
'10. Puerto Rico - "-1953'. s : 32.9
“11, Puesto Rico 1946-47 40.8.
12. Argentina © 1959 . 35.8
13. Chile 1960 e & 37.5
14. Ecuador 1957 g : 30.0
15. Venezuela 1957 45.0 .
16. 1Italy 1948 C 34.0 .
17. Great Britain 1951-52 : 30.2
18. Great Britain 1955 . ' 29.3
19. West Germany. 1950 34.0
20, Switzerland 1954 - 27.3
21. Netherlands 1950 35.0
22. Denmark 1952 ‘ 30.7
23. . Sweden 1948 ' 30.3
24, United States 1950 30.3:
25. Colombia - 1953 48.4
26. Colombia (Taylor) 1961 - 42,0 ‘
27. Colombia (McLure) 1964 50.0
28. Colombia 1970 : ' 44,0

. - -
Source: McLure, op. cit., p. 253, where references to primary sources are

given. The 1964 estimate by the present author has been adjusted for what appears to
be an arithmetic error in the earlier study (50,,;ather than 52 percent, as published). .

¢
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D. Further Adjustments

Up to ‘this point we have been discussing the distrlbution of income in terms

of income reported on- various household surveys. We have not (and shall not) ques-

tion the extent to which the concept of income used in these surveys deviates from
what etonomists mean by income. But even if we accept the survey results at «ace
value, for, the purpose at hand we must make several adjustments to them. First, it
is necessary te add to the personal incomes derived from survey data the pro-rata
shares of corporate saviqgs and unshifted corpbrat1on income- taxes attributable to
Colombian shareholders; on the theory (a) that rétained earnings enhance the eco-
nomic position of shareholders and (b) that dividends and retentions would have been
higher by the amount of any corporate taxes borne by shareholders Second, it is
necessary to add to personal incomes the export duties. paid on coffee, since these
taxes are almost certainly borne by coffee growers ;ho, however, are likely to re-
port income to survey 1nteryiewers net of these taxes.1 These adjustments and their

justification are discussed in this section.

Corporation Income Tax. Ideally, in order to make the adjustment for retained'earnings,

it would be necessary to know both the proper allocation of earnings between Col-

.ombiam and non-Colombian shareholders and the further allocation of the former portion

among income brackets. Since we do not have information on the first allocation, polar
assumptions were utilized. That is, retained earnings were aliocated alternatively

entirely to Colombians and entirely to foreigners. The further allocation of the

2

11n theory the income reported by surveys should include both employee and
employer contributions: to ‘'social security, though in fact it probably includes no more
than the employee share, if that.. No attempt was made to correct for this possible
source of .error. Similarly, for the purpose at hand it would be desirable to be able
to include accrued capital gains in the incomes of households. But as a practical <
matter this is virtually impossible and was not attempted. This means, of course,
that the inequality of .income will be understated and that the effective tax rates
will be overstated at the 'highest income levels, where capital gains are likely to
be especially important.

\
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former portion among Colombians is described further below.
In order to_allocate_unshifted corporate taxes to Colombian shareholders, we

must know three things: the extent to which the tax is shifted to consumers or

workers, rather than being borne by shareholders; the allocation‘of the unshifted

portion of the tax between Colombian and foreign shareholders, and the further al-

location of the element borne by Colombian shareholders among income brackets. Be-

. cause we do not know either the true incidence of the corporation income tax or the

proper allocation of the unshifted portion oé tﬁe~tax between Colombians and for -
eigners, resort was‘;gain‘had té exkreme assumptions. Separate estimates were mnde'
for ;hre? extreme»#ssumptions: (a) that that coréoratidn tax is borne entirely by
Colombian shareholders, (b) that it is shifted entirély to Colombian consumers, and
(6) that it is borne eatirely by non-Colombian sh.ar:eholders.'1 Estima;es for inter-
mediate shifgzaé assumptions and patterns of corporate ownership can be derived
simply by interpolation»between the ;esults for the polapsassumptiéns. Under as-
sumpfions'(a) and (b), fetained earnings were allocated entirely to Coloébian share- .
hol§ef§, but.for assumption (c) they were allocated to non-residents.2 Thus, to
summatize, un&er assumption (c) the discributidnﬂof income is as reported in Tablé

6, under assumption (b), that distribution must be adjusted by the amount‘of retulned_

earnings, and under assumption (a)vldjustment for  both retained earnings and the cor-

poration income tax is required.

1The likelihood that a significant’ portion of the Colombian tax is shifted
to non-Colombian consumers is low enough that we can disregard this possibility. Re-
sults for an assumption of partial shifting to workers probably would not differ
enough from these for shifting to consumers to justify a separate estimate, even if
that assumption were thought to be relevant.

Zsirictly speaking, a fourth estimate Eombining shifting of the tax to con-
sumers and allocation of retained earnings to foreigners is conceivable. It was not
included because the results would not differ qualitatively from those under assump-
tion (b). 0 N
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: L. .
In the absence of informatiom on the distribution of dividend income among in-

come brackets, retained earnings and unshifted taxes of corporations were allocated

(where relevant) arbitrarily among urban households with incomes of over 120,000 pesos

per.year. In particular, one-half of the total amouht was imputed to urban households
L4

with,incdmes of jover 240,000 pesos per year and the remaining half was split evenly

bét@een the two}groups with annual incomes between 120,000 and 240,000 pesos..1 The
urban Qigtributién of income adjusted for corporate-source income allocated to the
top 'income brackets under the first two sets of assumptions is reported in Table 7,
The adjusted Qistribution 15, of course, somewhat more unequal’' than the unadjusted one.

Coffee Export Duties. " In the absence of export duties on coffee, the incomes of coffee

_farmers would be higher by roughly the amount of the tax.2 It is thus necessary td-

adjust the ruyal income distribution reported in Table 3 by including in the income
figure ag each lncome level the amount taken in the form 6f coffee export duties. But
sﬁch an ad justment makes sense only to the extent that these duties are taxes that
flow into genefal revenue, rather than simply béing ;eturnéd to the coffee sector.
Again we use polar assumptions. That is, estimates are made based on the alternative
assumptions that virtually all coffee export duties are truly taxes and Fhat none are.

For simplicity, we say alternately that coffee export duties are "included" in the

: 1Thus, as a percentage of income reported on surveys and in Table 2, this

(potential) corporate source income ranges from 15.7% in the lowest of the three
brackets to 24.7% in the middle bracket and 37.8% in the top bracket, assuming that
the corporate tax is not shifted. If the tax is shifted, the three percentages are
8.0, 13.0. and 19.4, These patterns seem reasonable. Ngne of this corporate-source

. income was attributed to the rural sector because in each high income bracket the

great majority of income accrued to urban households. Moreover, it seems likely that
in a given income bracket urban households would be considerably more likely than
rural households to have corporate-source income. :

2This-is strictly partial analysis. No attempt is made to ask what taxes
would .need to be higher if these duties were lower or how inflation would redistri-
bute income if no tax were higher and the duties lower. '

N
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analysis and that they are "excluded."

Thus we see that the rationale for the adjustment for the coffee expor;zdutiea
is basically the same’/as that for unshifted corporate incomé taxes_bprne by Colombian
shareholders. And these duties are included in the part of the n;xt section ;hnt: =
deals with direct taxes.' But the aéjustments for thé export duties on cofiee afe
somedbat more compli¢ated than those for the corpoiation income tax. First, part of
the actualamogng of suéh-duties is buried in an item entitled, "income in the special
exchange account,'" so thgt the total amount of taxes on coffee c;n be determined only
through eiamination of the special exchange accoung and the Sulletins of the National
federation of Coffee Growers. Such an examination reveals that in 1970 taxes'cotalling
2,821.2 million pesos were levied upon coffee exports.

Second, it was necessary to develop an estimate of the distribution of coffee ex-
ports and export duties among the various income brackets. This was done on ;he basis
of ‘data on number of coffee plantings and value of production, by éize of plantinga.z
By coincidence, average value of output on coffeé plantings in thevvarious size brgckgté
(by hectares devoted to coffee) are such that these size brackets seem té correspoﬂd

fairly closely to the income brackets used in estimating the rural income distribution

1See Bolet{n de Informacion Estad{stica sobre Café (Federacion Nacional de
Cafeteras de Colombia, 1970), p. 48. This figure omits the 343.9 million pesos rep-=
resented by the special certificates of exchange sold to the National Coffee Fund
(Fondo Nacional de Cafe), which are the equivalent of an additional 4% duty on exports.
Whether this should be included as part of the tax is.open to debate. ' But so is the
inclusion of the retention tax, since it, too, is used to finance the activities of
the coffee federation. The portion of the included amount flowing into the special
exchange fund, 1376 million pesos, seems roughly consistent with the total of 1265 mil-
lion pesos appearing in a meporandum on the special exchange account supplied to the
author by the central bank. For a further, but brief, discussion of the taxation of
coffee, see Richard M. Bird, Taxation and Development: Lessons from the Colombian Ex~
perience (Cambridge: Harvard University Press, 1970), pp. 211-18. o

ZEconomfa Cafetera (Federacién Nacional de Cafeteras de Colombia, April
1972), p. 46.. Data on fincas dedicated solely to the cultivation of coffee tell es~
sentially the same story: see op. cit. (March 1972), p. 38. :
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TABLE' 7: Distribution of Urban Income, 1970, Adjusted for Unshifted
Corporation Income Tax and Retained Earnings ;
(Income in Billions of Pesos) ,

. Percent of Income _ @ Cumulative Percent of
Income Adjusted for: - Ad justed for: . : Income Ad justed for:
Retained . Retained Retained

Retained Earnings & Retained Earnings & Cumulative Retained Earnings &

.. Income Bracket Earnings Corporation Earnings. Corporation. Percent of Income Corporation

L (Pesos/Yegr) Only Income Tax iny _~ _ Income Tax Households - Only g Income Tax
0 - 6,000 0.20 20 0.2 e 0.2 2.1 0.2 ' 0.2
6,000 - 12,000 2,38 2.38 2.6 -:v 23 14.7 2258 207
21,000 - 18,000 4:56 ; 4,56 4.9 - 4.7 29.9 17 : 7.4
18,000 - 24,000 ©6.39 639 6.9 ‘ 6.6 45.0 14.6 14.0
24,000 - 30,000 5.44 5.44 5.9 8 55 55.0 20.5 B9 o7
30,000 - 36,000 5.03 . 5,03 SRy Sh2 62.5 25.9 24.9
36,000 - 48,000 7.91 ' 7.91 8.5 8.2 72.0 34.4 335
48,000 - 60,000 7.87 W8I 8.5 £ 8.2 7990 42.9 i 41.3

60,000 - 72,000 .. ~-5.87 5,57 n 623 i G ol 4 §3.6? “49.2 : 47.4
72,000 - 84,006 .“5.76 5 5.76 6.2 - 6.0 87.2 55.4 53.4
84,000 - 120,000 . 12,10 12.10 13.0 12.6 =93 10 68 04 S 0640
120,000 - 180,000 11.50 12732 12.4 : 258 ~ 96.8 80.8 _ 78.8
180;000 - 240,000 7.36 8.18 y SO 8.5 e 0857 88y 7 87.3
Over 240,000 1052 12.14 11.3 4 1256 100.0‘ 7100.0 99.9

 TOTAL 192,89 96.15 100.0 100.0 -- i S

Source: Table 2 and methodology described in text. Adjustments to income in the top three income
classes as shown in Table 2 under the two assumptions were (from the lowest income class): 0.85, 0.85, and
1.71 and 1.67, 1.67 and 3.33, respectively. % For assumption of complete foreign ownership of Colombiin ¢orp-
orations, distribution is simply as shown in Table 2.

* ‘¢ - ¥
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TABLE 8: Allocation of"Cpf.fee Export Duties among Rural Income Classgh '

(s::;;ezf Number of Value of Aver. Value Tax Assigned ?ercentgge ’ Share of

e i o e e e T e o “522222

0-1 T @e 4.5 J701. T o e 0.12

1 -2 ' 72.8 525.5 7,214 6 - 12 8.2 0.23

2 -4 59.9 890.4 14,865 12 - 24 13.9 0.39

4 -6 . 25.5 681.6 26,729 2% - 42 10.7 0.30

6 - 10 21.7 954.6 43,890 ‘42 - 60 15.0 . \*  0.42
©°10 - 16 . 11.1 ‘ 821.2 73,982 60 - 90 12.9 0.36
‘16 - 20 1.5 369.3 109,390 90 - 120 5.8 0.16

20 - 40 : 4.9 876.4 177,913 120 - 240 13.7 0.39
- 40 - 100 1.7 698.1 420,289 Over 240 10.9 0.31
" Over 100 ) _ 0.2 296.0 1,119,838 Over 240 ’_i._g _0.13

Total 302.9.  6,387.6 -- -- 100.0 2.81

" Source: Economfa Cafetera (Federacién Nacional de Cafeteras de Coloml;ia,'
April 1972), p. 46. '
TABLE 9: Distribution of Rural Income, 1970,
Adjusted for Coffee Export Duties
(Income in Billions of Pesos) .

; Income Coffee Percent of Cumulative, .Cumulative
Income Bracket Before Export Adjusted Ad justed percent of Percent of
(Pesos/Year) - Ad justment Duties Income Income Households Adj. Income
0 - 6,000 1.79 0.12 1.91 11.7 45.1 11.7
6,000 - 12,000 ©3.80 0.23 4.03 24.6 77.0 36.3
12,000 - 24,000 3.92 0.39 - 4,31 26.3 93.5 62.6
24,000 - 42,000 ' 1.94 0.30 2.24 13.7 98.0 76.3

- 42,000 - 60,000 0.43 0.42 0.85 < 8.3 - 98.6 81.5 "
60,000 - 90,000 0.53 0.36 0.89 -5\Q\ 99.0 86.9
90,000 - 120,000 0.39 0.16 0.55 3.4 \ _ 99.3 90.3
120,000 - 240,000 . 0.31 ~ 0.39 0.70 : 4.3 99.4 94.5
Over 240,000 o 0.37 0.44 0.81 4.9 99.5 199.5

13.48 2.81 16.29
and 8. '

Source: Tables 3
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in Table 3 above. It was assumed that the cofresboﬁdenee was sufficiently close to
make the‘aésignﬁents reported in Column (4) of Table 8.r Columns (5) and (6) indi-
cate the distribution of Qalue of coffee oufput ana.che corréspondihé'distribution
of export duties among size (and assumed income) brackets. The adjﬁstmént to the
Table 3 distribution of turél income for coffee export duties is reported_iﬁ Table 9.
1f no account is taken of thevFoffee export duties and\i{s in addition, Fhe cor-
poration income tax and retginedhearnings are attributed entir;iy to non-Colombians
(assumption (c)), the distribution of income among Colombian households would Fimply
be a8 reported in Table 4 and repeated in columnA(l) of Tab;e 10. If the c&ffee‘exj
port duties are excluded from the analysis but retgined earnings (assumption (b)) or
both retained earnings and corporate profits (assumption (a)) ;¥e attributed to high
income Colombians, the distributions of income would be ‘as repof;;&'in Columns (2)
and (3) of Tablel0, respectively. These distributibns are, of course, ;onsiderably
less equal than the unac‘ijnlxsted~d-istribution.‘ Finally, columns (4)-(6) of Table 10
report the éorresponding results assuming the coffee export dutie§ to be properly in-
cluded in the analysis. These duties'are.seen to bear most heavily at the top ana
bottom of the inc;me distribution,\but to alter it very'little, overall. The dis-

tributions reported in part I of Table 10 are those used in calculating effective

1The correspondence is closest at the bottom of the income scale. Then

average income falls short of the midpoint of the income bracket. In these cases it
can be argued that income from other sources would raise the average income and make
. the assumption of correspondence reasonable. Than at the highest income levels, av-
erage value of coffee begins to run above the midpoint of the income brackets. But
this is to be expected. Whereas small coffee plantings are worked primarily by the
planter and his family, the larger ones incur substantial amounts of labor costs.
But so may their owners have substantial non-coffee incomes, Finally, it is almost
certain that not all coffee duties should be attributed to rural households, espec-
ially in the highest income classes. This is borne out by the unrealistically high
ratios of export duties to income reported on surveys. But no correction was made
for this. Suffice it to say that the national distribution and burden figures should
be more accurate than either component. ’
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TABLE 10: Distribution of National Household Income, 1970, under :
Alterfiative Adjustments for Coffee Export Duties, Retained
Earnings, and Corporate Income Tax

I. Household Income (billions of pesos)

From Excluding Coffee Export Including Coffee Export
Income Table 4  Duties, but Adjusted for: Duties and: :
« BEMCKRL " Retained ngﬁorgig' 5 Nothing Retained %ggﬁog:ig' B
{pessh, pEC Earnin I T M Earni Income T
/ gs ncome Tax ore arnings Irncome Tax
i (1) @) 3) @) By T 16)
0-6,000 1.99 1.99 1.99 2,11 AN L) 2.1
6,000-12,000 6.18 6.18 6.18 6.41 6.41 6.41
12,000-24,000 14.87 © 14,87 14.87 15.26 15.26 15.26
' 24,000-60,000 28.63 . 28.63 28.63 29.35 29.35 29.35
60,000~
120,000 24.66 24.66 24,66 25.18 25.18 25.18
120,000 - .
240,000 17.48 19.18 20.82 1 7.87 19.57 21321
over 240,000 9.18 10.89 12:51 9.62 11.33 12.95
TOTAL 102.99 106.40 109.66 105 .80 109.21: 112,97
II. Cumulative Percentage of Household Income
Income L
Bracket [’
0-6,000 S 59 1.9 1.8 2.0 1.9 1.9
6,000-12,000 7.9 7.7 7 i) 8.1 7.8 7.6
12,000-24,000 22.4 21.7 21.0 220 21.8 21.2
24,000-60,000 50.2 48.6 26.1 50.2 48.7 47.3
60,000~ ;
120,000 74.1 71.7 69.6 74.0 71.8 69.3
120,000-
240,000 S 91.1 89.8 88.6 90.9" . 89.7 88.5
over ’ .
240,000 100.0 100.0 100.0 ’ 100.0 100.0 100.0

Source: Tables 2, 3, 4, 7, and 9.

tax rates in the next section.
3., The Incidence of Taxation

The next step in the process of calculating the incidence of taxation by income

)
brackets and effective tax rates is to allocate each of the major indirect taxes and
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the personal direct taxes and property taxes ’to the income brackets likely to pay

them and theh calculate the percentagé of income ts&gg\by taxes at various income

»

levels. The allocation of-the diréct taxes is described in the first subsection
. . »

and -those for the indirect taxes in the second subsection. The results are brought

_together and summarized in the final subsection.

" A.. Direct Taxes

1. Personal income tdx. The primary problem in this subsection is the allo-

cation of the personal income tax ambng income brackets.1 This and the complementary
& Q

personal taxes were allocated to income classes, on the basis of unpublished tax-return

. data for 1967 supplied by the Ministry of Finance (Haciehda), ad justed roughly to

4

bring them to 1970 levels.
Personal intomé tax collections in each income bracket were calculéted on the
‘basis of partigl-tabulations of income tax returns.for 1967. Data 95 805,547Améchiné-
processed returns for Ehe‘entire‘cduntry (split into three groups: Bogot‘, Medell{n
and the rest of the country) and on 8:515 hand-processed return§ for Bogot‘ had been
.tnbulated by the Ministry of Finance. On the other hand, data on 10,537 hand-processed
returﬁs for Cali and Medell{n and on about 50,000 hand-processed returns for the re-
mninﬂer.of the country had.not bgeﬁ tabulated. Thus ie»was necessary -to estimate
the aﬁounts appéariné:on the untabuiatedihand-processed returns. This was done by. .
assﬁming tﬁat the 10,537 hand-processed returns for Cali and Medellin resembled the
8,515 hnnd*précessed'tecurns for Bogotﬁ and that the 50,000 hand-processed fetprns for
‘the rest of thévCOunt:y (i.e.,‘excluding Bog;té, Cali and Mede}l{n) resembled the

450,731 machine-processed returns for the portion of the country other than Bogocé

llAs in the author's earlier study, social security taxes were not allocated
among income brackets because the Colombian social security system resembles more
nearly private .insurance than a general tax-transfer operation.
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and Medelléz.l Thus the figures for number of taxpayers;'net-iﬁcome, and total tax
11-5111:y in each net income bracket on hapd-proéessed Bogoti returns were’mulciplied
by 1.237 (the ratio of 10,537 to 8,515) in order to estimate the cotrespoﬁding fig-
ufes for hand-processed returns in Cali and Medell{n. Similarly, thé'equivalent
figures-for machine-processed retﬁrns.for the rest of the country were multiplied byA
.11093 (the ratio of 50,000 to -450,731) to estimate the correppondihg‘figures for
hﬁnd;processéd returns in the rest of:thq.country. Adding tﬁe figures estimated this
way to those for the hand-processed returns for Bogota and theé mlcbine-processed‘te—
turns for the‘entire nation gives an estimate of the number of taxpayers, net income,
and total tax liability, by net income brackets, for the entire taxpayirng population.
Thesé are reported in the first three columns of Table 11.‘ |

.The data from iﬁcome tax returns described thus far are for the net income of
ind;vidual taxpayers in 1967,,QQ§Athus cannot_easily be matched with those from the

household survey, which rébbtts the distribution of personal income among families

¥Whereas the hand-precessed returns in the large cities are likely to ner-
tain to high-income individuals, -and therefore to be quite different from the more
numerous machine-processed returns, those in the .rest of the country are more likely
to resemble the machine-processed returns in the same areas. One slight discrepancy
results from treating hand-processed returns for Cali like the hand-processed returns
for ngoti and the hand;processed returns for the part of the gountry excluding
Bogota, Cali and Medellin like the'mgchine-processed returns for the part of the: coun-
try excluding only. Bogota and Medellin, since the machine-processed returns for Cali
are included among returns for the "rest of the country." The method followed and
described in the text seemed preferable, however, to tteatiﬁg the hand-processed returns
for Cali like the machine-processed returns for the rest of the country. Cali would
seem to resemble Bogoté more than it does the rest of the country, and allocating the
hand-processed returns for the rest of the country, excluding Cali, on the basis of
data fo¥¥ returns for the,resf'of the country, ‘including Ccali, would allow a slight
correction for the possibility that even in those regions hand-processed returns tend
to pertain to high income taxpayers.

It is worth noting that even this slightly suspect approach-is vastly su-
perior to the extremely rough methoddlogy followed in the present author's earlier
study, McLure, op. cit., pp.’240442. Because of the absence of tabulations of income

« tax returns except for Bogota, it wds necessary in that stﬁdy‘to assume the ‘pattern

of tax returns for Bogota.to be representativ\ of that for the entire nation, despite
the obviour shortcomings of this assumption. | ot

-
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TABLE 11:
and Total Tax Lia

(Number of taxpayers in thousands;

Distribution of Number of Taxpayers, Net Income,
bility, by Net Income Brackets, 1967
income and tax figures in milli

ons of pesos)

Net Income Bracket Number of

Basic Data

(Pesos per Year) Taxpayers Net Income
(1) (2)

Negative - 2,000 119.3 5.0
2,000 - 4,000 2.2 81.2
4,000 - 6,000 43.2 292.7
6,000 - 8,000 51.0 - 364.4
8,000 - 10,000 63.5 580.8
10,000 - 15,000 17191 2,147.2
15,000 = 20,000 127.5 2,216.7
20,000 - 40,000 185.2 5,079.2
"40,000 - 60,000 41,5 2,011.1
60,000 - 80,000 17.5 1,207.3
80,000 - 100,000 9.4 842.9
100,000 - 150,000 ' 10.3 1,246.1
' 150,000 - 200,000 4.2 731.8
200,000 - 400,000 4.9 1,320.6
400,000 - 6007000 . 131 54k 4
600,000 - 1,000,000 0.7 502.5
1,000,000 - 2,000,000 ~ 0.3 459.9
over 2,000,000 © 0.1 326.4
Total 874.6  19,889.1

*
Less than 0,05

Source: Unpublisﬁéd info
Ministry of Finance. Adjustment for ceding of income is de

Total Tax

Number of
Liability Taxpayers Net Income
(3) (4) . (5)
35.0 117.9 2.6
2.9 19.3 60.2
5.1 36.5 177.7
7.9 44.8 ©313.9
11.0 56.6 514.0
41,2 158.8 2,061.1
60.7 729
286.3  159.4 4,926.4-
229.2 36.0 2,191.3
192.8 14.9 1,318.4
165.6 7.9 925.5
204.1 8.6 1,329.3v
219.1 3.6 765.6
4441 4.0 °01,960,5
203.5 0.9 553.4 -
1977 0.6 507.1
182.9 <063 461.6
135.2 0.1 327.5
2,724.3  786.9 19,902.84

=24 -

scribed in appendix A.

Adjusted for Ceding of TIncome

Total Téx

Liability
(6). -

18.7
2.1
4.1
6.8
9.7

39.2

.58.1
277.7
240.6
199.8
170.8
309.4
221'.2
4466
204.1
198.0
183.0
1353
2,724.3

rmation on liquidation of tax returns provided by the
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in 1970. - Several adjustments were made to render the two series commensurable.

First, it was necessary to attempt to aggtegate the incomes-of individuals in the

- same family who filed separate tax returns, given the widespread practice of "ceding

income to one's spouse for tax purposes. There is no generally satisfactory way of

doing this, but a rough approximation was made. The results of ‘this adjustment for
the ceding of income are also presented in Table 11. But-detaiis_éf the methodology

followed are confined to a separate appendix A. Overall, the adgustment for the

ceding of income makes relatively little diffetence; except at the uety lowest in-

come level, despite the fact that over 10 percent of all taxpaying units-and about .

, . .
6 percent of all income estimated to be reported. for tax purposes were involved. -~ The

problem is, of‘course that the adjustment for ceding alone does not fully convert
the distribution of individual income fot tax purposes (end tax liabilities) to a
familyrbasie. This is most easily seen by noting that the adjustment made throws
the average income in the upper middle income brackets outside the bracket limits.
The ideal solution would, of course,‘be to:allocate the entire income.df wives and
husbands togetner to higher income Brackets; However, euch an adjuetment was fiot
attemnted It is ho;ed that the problem is not too significant, since. mopt of the
$roblem arises in the high income brackets that should be aggregated in any case.
is necessary to allow fot growth and inflation. Fairly simple procedures were fol-
lowed in the adjustments. First, the bracket limits in Table 11 were multiplied by
1.49, the ratio of national income per capita, in 1970 ‘to that' in 1967, in order to
allow for inflation and growth in average productivity. Second, the 1967 figures
for tax 1iabilities in each’ income bracket (adjusted as described above) were ad—

justed upward by a uniform fraction in order to equate the total with the national e

A second kind of adjustment that must be made to the basic figures in Table 11
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income accounts fﬁgures for direct taxes.impbsed on families in 1970.l Taxes, thus
- ; adjpsted,were éhéﬁ gliécated among -urban households. by income. brackets, producing
the results shown in Table 12.2 Before proceeding to discuss those results it is -
worthwhile to note that income taxes’wefe allo;ated solely among urban households;
~ in accégd with the conventional wisdom that they_are collected only (or primarily)
in urban argés. This generalization probably does not faLi wide of the mark by
enough tq.cast much doﬁbt‘on the validity of thé results, Especially if we recognize
~that bhé great majority of those receiving large agricultural incomes will be iﬁ— |
cluded in the urban sector for p?esent puréoses.
With but éhrge‘excéptions, the results reported in Table 12  seem reasonable

\\\" enough. As a‘percentage of household income in urban areas the personal income tax

=

. 1It might seem natural to adjust the liability figures upward by the ratio
of national income in 1970-to that in 1967 or by the ratio of personal tax collections
in 1970 to those in 1967. But such an approach would lead to far too great an ad-
justment, since the total estimate for tax liabilities reported in Table 11 far ex-
ceeds the amount actually collected in 1967, and indeed falls short of 1970 collections
by less than 10 percent{ The problem is of course, (1) that tax collections do in
fact fall far short of liabilities in a given year and (2) that the estimating pro-
cedure used in constructing Tﬁble 11 may give erroneous results. The uniform adjust-
ment of the figures in Table 11 is based on ignorance as to the way in which under-
payment (or deferred payment) of taxes and errors in the estimates are spread across
income brackets. One might expect, however, that persons with salaries subject to-
withholding will be able to underpay recognized liabilities by far less than those
with proprietary and capital.income. No attempt was made to adjust for this.

»

In several cases the adjusted income brackets corresponded sufficiently

‘closely t6 thosg in the income distribution tables to allow them to be used directly.

These are marked by an asterisk (*)y in Table 12. But where the bracket’ limits did

not match closely, or where one or more brackets from Table 11 covered more than one
{ bracket in Table 42, interpolagionfyas necessary. Tax liabilities reported in Table
i 11 were split between brackets Bgz he basis of amounts of income in the component

brackets, as reported in Table 2} weighted by the effective tax rates paid on net in-
1 come, calculated from the data -in Table 11. 1In several cases it was necessary to in-
terpolate between the ®alculated effectiwe tax rates. Implicit in this approach is
‘the assumption that exemptions, evasion, etc. constitute the same fraction of income
in each income bracket, though they clearly do not.

s r —/




TABLE 12: Calculation of Tax Liabilities and Effective Rates
Under the Personal Income Tax, 1970

(Liabilities in Millions of Pesos) N

Estimated Effective Tax - No. of Taxpayers ’ Effective Tax Rate: All
‘. Net Income Bracket Personal Income Rate: Urban’ as Percentage of Households: Coffee Tax
(Pesos per Year) Tax Payments Households No. of Householdsk¥* Included Excluded
0- 6,000% 22.4% 11.2% ) 330 - %
6,000~ 12,000% 1.7 D . 33 .2 .2
12,000- 18,000 2&: 5 36 .3 4
18,000~ 24,000 -- 30.6 D 36
24,000~ 30,000% _ 62.4 1.2% 59 1.2 1.3
30,000~ 36,000 47.0 o9 ~ 33 5
36,000~ 48,000 103.4 1.3 33
48,000~ 60,000 . 148.0 1.9 & 33
60,000~ 72,000 84.9 - 1.5 19 L9 1.9
72,000~ 84,000 . 108.3 1.9 18
84,000-120,000 : 279.9 2:3 19 L
120,000-180,000: a** 291.3 2.4 15 2.4 255
b 291.3 2.5 15 2.6 2.7
c 291.3 2.7 15 2.9 3.0
180,000-240,000: a** 224.6 2.7 15 .
b - 224.6 353 15
c 224.6 3.5. 15 N
Over 240,000 : a** 1491.1 12.3% 39 11.5 11.9
b 1491.1 14,.2% 39 13.2 13.7
s c 1491.1 16.9% 39 15.5 16.2
Total 2 B 2927.5 3.0 40 2.6 2.7
b 2927.5 3.2 40 2.7 2.8
c 2927.5 3.3 lg 2.8 2.8
Over 120,000 : a** 2007.0 6.2 5.9 6.0
b 2007.0 6.8 19 1608 6.7
c 2007.0 * 7.7 19 7.3 T3

*Indicates probable overestimates. In calculating the rate in column 4 and in what follows an effective rate
of only 0.2 percent is used in the lowest income bracket. The top three brackets can be combined, as in the appended
bottom three lines to get-a better picture of the effective rate at the top of ‘the income scale. No correction was made
for the small overstatement of the effective rate in the .24-36,000 peso bracket or for the possible understatement in”
the 60-72,000 peso bracket. ' ’ I

‘**The three sets of estimates in the highest income brackets reflect different assumptions about the incidence .
of the corporation income tax, and therefore about income in the absence of taxes, as explained in the text. AssuppTion .
a: borne by Colembian shareholders; assuniption b: borne by Colombian consumers, but retained earnings attributable to
Colombian sharshelders; assumption c: borne by foreign sharehclders, who are also attributed to benefit from retentions.

) #%*Included as a check on the likelihood that column (2) figures are reasonable, Calculate! where bracket
ltm;ts do net coincide approximately by allocating taxpayers between brackets in the same nroportion as number of house-,
holds.

" Source: Tables 2, 7, and 11, using methodology described in the text. '

-Lz-
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rises fairly sﬁoothly‘from one half of one percent in the lowest income brackets

to 2 1/2 or 3 percent in the 120-240 thousand pesé brackets and to 12-17 percent

in the very highest bra;ket, depending upon the assumption one édopts about thé
incidence of the corporation income tax. The exceptions are as follows. First,

the liaaixities in the lowest incomé bracket are ;urely vastly ovgrstated, This

is easily seen not only from the extraordinarily high percentage tax is of income,‘
but.by the f;ct that in this bracket the estimated number of taxpayers (122 thousand)

is 330 Bprcent as great as the estimated number of urban households. Many of these

-taxpayeis arq’undoﬂgtgdly in higher income brackets, but for tax purposes are in

this lowest brackeflbecause of exemptions, aypidance, evasion, etc. Thus in what

follows, an effective rate of tax in this bracket of 0.2, rather than the 11.2 re-
portedllﬁ Table 12, is used. But no effort is made to allocate the remaining 20
million pesos to other income brackets.

Second, for some reason liabilities in the 24-30 thousand peso bracket bear a

relation to income that violates common sense, in that there is a sudden jump in

'the effective tax rate in this bracket, and then a slight subsequent fall. Probabiyb

liabilities are overstated by roughly two-thirds, that is, they should probably be
only about 37 million pesos, rather than 62 millibe pesos, and the effective tax rate
on urban households should probably be only about ,70 percent. This is suggésted by

the fact’ that the number of taxpayers in this income bracket is 59 percent of the -
‘ »

-number of houséholds, while in the (five brackets surrounding it the corresponding

percentages are 33-36.- No effort is made to correct for this likely overstatement.
Third, it is pbssible, but difficult to know, that the effective tax rate in

the very highest income bracket is overestimated, especially relative to the two

‘fmmediately lower brackets.1 Thus it may be é;re instructive to combine those three

: L
1Again this is suggested by the sudden rise in the estimated number of
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brackets than to leave them as they are in Table 1?. If this is done, the effec;ivé
rate of personal income taxation in the combined open-ended bracket is in the range
of 6.2 to 7.7 percent, depending upon the assumption one makes about the 1ncideﬁce
of the Cbrporatidn income.tax. Again, no co;rection is made at this point, th&ugh
this possible source of’:rror is mentioned again later,

' The discussion thus far has concerned only effective rates of personal income

tax on urban héuseholds. Inclusion of rural houséholds, who are assumed to pay

negligible amodnts_of personal income taxes, results in the effective tax pattern

on all househqlds shown in the last two columns of Table 12. Since rural households
have relativeiy loy income levels, the rise in gfféctivé rates is .continuous and
smoother than was that for urban households only.. As before, however, the rate in
the income class of over 240,000 pesos per yeaf is probably overstated.and it is
worthwhile to calculate the effective rate for households in the-country_wiih over
120,000 pesos per year in income. This rate falls in the range of 6 to 7 1/2 per-
cent, depending upon the assumption of the incidence of the corporation income tax
and upon whether the coffee export duties are treated as taxes, apd therefore as
foregone household ihcome,.or as an expense of earning incomelin the coffee sector -
fﬁeé suBsection 3 below).' In any event, it does.appear ghat the personal income ta¥
imparts an important element of progres;ivity to the Colombian tax system,

'2. Corporation Taxes. This subsection describes the role played by various

assumptions about the incidence of the corporation income tax and the effective bur-

dén of taxation imposed upon households at various income levels under the various

taxpayers as a percentage of the estimated number of households in various income
brackets. The combined income bracket of over 120,000 pesos annually shows no such’
abrupt rise, ‘

1This result is roughly consistent with the author's previous study, and

with the Taylor study, though it shows (perhaps incorrectly) greater income tax pay-
ments at low income levels than do either of the earlier studies. g
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incidence assumptions., As noted aSove, three assumptions about the incidence of
the cofporation tax were.employed in this study: A, that it is borne by upper in-
come Coloﬁbian\shareholders; B, that it is shifted to Colombian consumers; and C,
that it is borne by foreign shareholders. In the first two cases retained earninés
were also éttributed to upper income Colombians in the last tﬁey weré ét;tibuted

to foreign owners. (It did pot seem worthwhile to carry out the exercise under

the assumption that the tax is shifted to consumers but retained earnings accrue

to foreigners, since the results would be changed fairly\?ittle from those for as-

sumption B by the adoption of this assumption about retentions.)

The allocation of* the corporate income tax among households‘on the assumption
that the tax is borne by Colombian shareholders has already been described in Sec-
tion II. Allocations of the tax to upper income households increases the hypothetical
income of households to-above what is reporfed in surveys by.the amount of the tax,
on the aséumption that an amount equal fp theqtax would have been_évatlable to.~ -
these households in the absence of the tax.1 On the same assumption, retained éarn-

; N
ings were attributed to Colombian shareﬁolders. If the tax is sﬁifted to édnsumers,
then the;économic income of Colombian households exceeds Qhat surveys suggest by
only the amount of retained earnings, (but only if retained earnings can realistic-
ally be attriguted to Colombians). Finally, if Colombian corporations were owned
entirely by non-Colombians, one would not need to zugment the survey data on income
because of the corporation tax, regérdless of therincidence pf the tax, though he

might wish to do so for other reasons.

.lThis is not the place to discuss the time-honored (and somewhat threadbare)
issue of whether in fact private incomes would have been higher by the amount of the
tax, whether expenditures would have been. foregone in the absence of the tax, etc,
Suffice it to say that this is the usual approach in studies of this kind.
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The upshot of this discussion is that the assumption one makes abouz’Fhe Ain-
cidence of the corporation'income tax affects the calculation of effective tax

- . ) - = . . 5 :
rates in the various: income brackets in two ways. Most obviobusly, the total tax

burden on a given income group depends upon whether the corporéte tax is paid by
Colomblan shareholders, by Colombian consumers, oOr by foreign shareholders. Less ¢
obviously, and_also»{ess crucxally, the denominator in tho calculation of effective
tax ratés.depends upon~Fhe inéidence assumption in the ways described in the previous
paragréph.~ ; : ‘ - 8 e v .
Having said this, we can turn directly to the effective tax rate estimates,

which are reported_in Table 13. For assumption A,‘che'effectiye rates in the highest
three urBan income classes are roughly 6 2/3, 10 ahd 13 1/3.. By assumption this tax
ﬁas bﬁtilittle'incidence on ruéal Ppuseholdé, and so is neglected in the calcultion

of effective tax rates on rural households. But total Yural incomes in the hiéhest

income brackets are also small relative to tgtal urban incomes in the same brackets,

-
7

so the effective tax rates for the country as a whole in the top two brackets (where

the second and third brackets from the top in the urban distribution are combined)

-are 7.7-7.9 and 12.5-13.0, Yhe exact point within these ranges depending upon whether

‘the coffee export duties are treated as a potential part of household income or s mply

a cost of earning income in‘the coffee sector. (See thé next subsectlon for a more’
detailed discussion of this issue.) Thus if in fact the corporatioﬁ tax is borne by

Colombian shareholders, it contributes importantly to the progressivity of the Col-

» ombiaﬂ tax system.

1f, on the other hand, the tax is shifted to consumers, it is probably borne
more or less in proportion to income, as suggested in columns 2, 4, 6, and 8 of Tahle

13. - The estimates reported there reflect the assumption that a shifted corporation

.

L "



TABLE 13: Estimated Effective Tax Rates fof the Corporation Income
. Tax under Two Incidence Assumptions*, 1970

Income Brackets Effective Tax Rates:
(Pesos per year) Urban Households

Effective Tax Rate:
Ru Households, B:
Coffee Export Duties

Effective Tax Rates: All Households
Coffee Duties Included

Coffee Duties Excluded

A B
(L) (2)

0- 6,000 - - 4.4
6,000~ 12,000 - 2.7+
12,000- 18,000 - 2.9
18,000~ 24,000 - 352

. 24,000~ -30,000 - 3.1
30,000~ 36,000 - 3.4
36,000~ 48,000 - 3.3
48,000~ 60,000 - 38
60,000~ 72,000 - 2.8
72,000~ 84,000 - 2.8
84,000-120,000 - 3.0
120,000-180,000 6.7 2.9
180,000-240,000 10.0 3.3
Over 240,000 13.3 2.9
TOTAL 3.4 3.0

«Assumptions A and B are as described in the text and Table 12.

of the tax to non-Colombians.
Source: Tables 7 and 8.

Included
(3)
4,2
2.6
2.8

2.5

Excluded
(4)
4.5
2.7
3.1

3,3

2.9

w
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A
(€]

)

B
(6)
4.2
2.6
3.0

Sl

A
(7

)

B

(8)
4.5

2.7
S
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Assumption C involves complete exporting
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tax would be bornme roughly in proportion to non-food éxpenditures, which tend to
take a fairly uniform fractiom of income at all income levels.1 Finally, if the
corporation .income tax is exported entirely to foreigners (which would perhaps be
its most important attribute), it would be proportionate in the formal sense of
adding to neither progressivity nor regressivity.

3. Coffee Export Duties. If coffee export duties simply went into general

r :
revenue, it would be reasonable to treat them as any other tax--except that we would

want. to ‘treat them as a potential addition to household income, as we have done in

Table 9 above. If, on the other hand, they simply go to fiﬁance activities of the

coffee sector that might’otherwise be financed privately by the constituents of the
coffee sector, they could reasonably be ignored in a study such as this. Though truth
probably lies somewhere between these ‘two extremes, in this study estimages are made
based on the two extreme assumptions. That is, for both the rgral sector and the
nation as a'whole alternativé estimates are prefented, based on the competing assump-
tions (a) that the coffee export duties are si$b1y like -any othf tax and should be
included in the analysis and (b) ghat they really are not taxes at all, and therefore
should b_e‘excluded.2 ;

‘ Table 14 reports the effective tax rates for the rural sector and for the nation

as a whole implied in the allocation of export duties among income brackets in Table

8. It can readily be seen that according to these estimates the coffee duties

1'rhe derivation of the estimated distribution of non-food expenditures among

income brackets is described in more detail in section B below, which discusses the
estimation of the incidence of indirect taxes, which a shifted corporation tax re-
sembles in its incidence. The generalization that a shifted tax is roughly propor-
tionate to income is not quite valid in all cases, as column (3) of Table 13 reveals.
This result occurs because non-food consumption is roughly proportionate to rural in-
come actually received by households, but not to rural income inclusive of the coffee
export duties.

2Time would not allow in-depth research of this questibn; but truth seems t®
lie nearer the latter interpretation; see also Richard M. Bird, lcc. cit. {

. _/;
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TABLE 14: Effective Tax Rates Imposed by
*  Coffee Export Duties, 1970

Effective Tax Rate Implied

Net Income Bracket S by Coffee Export Duties

(Pesos per year), Rural Households : . All Households

0- 6,000 603 5.7

6,000- 12,000 . : 5.7 3.6

12,000- 24,000 - 9.1 2.6

24,000~ 60,000 23.3 : 2,5

60,000-120,000 36.1 2.1

120,000-240,000 : a* 55.7 1.8

b 2 55.7 . 2.0

c 55.7 p 23

Over 240,000. .: a* 59.3 3.4

b 59.3 3.9

¢ 59.3 4.6

Total -1 ak 1173 . 2.5

b 1753 - 2.6

- .c 17,3 2.7

*Assumptions A, B and C perfain to the incidence of the corporation
income tax, and are as described in the text and Table 12.
Source: Tables 7, 8, and 9.
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constitute a strongly progressive element of taxation within the rural sector, but
for the nation as a whole they are regressive, except at the very highest income
level.1 Moreover, they take a very sizeable part of total rural incore, even where

that income is defined to include fhe export duties themselves. As discussed further

below, this explains the appearancre of substantially higher effective tax rates in

_the rural sector than in the urban sector. Of course, if the export duties, or even

a4 large fraction of them, should not be considered as being on an equal footing with'
other taxes, this phenomenon-does not appear.
4, Property Taxes. Thus far in this section we have discussed only direct taxes

levied at the national flevel. There are, however, important direct taxes at the
- [ :

. municipal level in Co46%bia. There are the two property taxes, the predial and the

. ~
valorizacion levy. 1In. line with recent developments in jncidence theory, these taxes

are treated as being borne by the owners of the taxed property.1
The household budget nurveybdeta upon which the estimate of the distribution of
income is based also includes information on household payments of the predial and the

valorization levy. The figures for each of the seven cities were expanded in exactly

1This pattern, which is quite smooth and consistent across income brackets,
would appear to be more reasonable than the erratic pattern reported in the author's
earlier work on the subject; see McLure, Op. cit., p. 259.

2See Peter Mieszkowski, "The Property Tax: an Excise Tax or a Profits Tax?!
Journal of Public Economics, 1972, pp. 73-96. Time and space do not allow digression
into the many qualifications that must be thrown up to protect the rather bald state-
ment. in the text. It should .be noted, however, that this assumption differs from that
in the author's earlier study, in which it was a#sumed thaqgfwd-thirds of property taxes
were shifted to consumers of non-food items; see McLure, op®cit., Pp. 254,

A further question is whether the valorization levy should even be treated as
a tax, since it is intended quite explicitly to be a benefit-related charge. For sim-
plicity and comprehensiveness, the levy is included in the analysis, as are gasoline
taxes, which also have a certain element of benefit rationale. Those who object to
this treatment can easily enough subtract these taxes out and omit them, as has been
done for social security payroll taxes.
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the same fashion as were those for numbers of houpeﬂolds and for incomes in order to
qérive‘nn_estimnte of the distribution and amount of total payments ofrthese taxes by
urban households. Then it was assumed that as a fraction of income rural households
pay exactly one half as much.grEdigl as urban hﬁusehplds, and th;t rural hoﬁseholds 2
pay no y;lotizntiqn levies; as this is an essenttallyrurban tnx.1 The residual was |
’ assumedvto be }e;ied upén éomqer;ial and iAdustrial prqpetty and ‘was split among the

{ncome brackets above 120,000 per year in the same manner as thé.cotporhtion income
tax and retained earnings. Thi§ procedure resulted in the estimated paéterns of tax
burdens and effective rates reportéd in fable 175.'2 :

The property taxes are gu}te ;ﬁsiéniffbant{ as a percentage of income, for both
urban and rural households, in the ilowest income bréckecs. Only in 1Acome brackets
of above 120,000 pesos per year, which are aééuﬁed to Sear the burden of the roughly
60 percent of the taxes assigned to éoﬁmercial and industrial capital, are the b;r;«
dens really significant, rising to 1.0 to 2.5 percent of income. And even theﬁ, thé
burdens are (by assumption) this heavy only on urban households. »

5. Summary. The burden of direct taxes in Colombia (including tﬂe coffee export
duties, if applicable, but excluding the municipal automobile license taxes) c;h be
summarized as in Tables 16-18, which give effectiQe'cix‘tates at various income levels

-

for the urban and rural sectors and for the entire nation under a variety of assump-

1Any error in these sssumptions will be quite unimportant, as only 7.5 million
pesos or less than 0.1 percent of rural income is involved under the assumption actually
employed. :

2The latest data available on tax collections, from a special tabulation of

" Estad{sticas Fiscales by DANE, was for 1969. These figures, rather than budgetary

. projections for 1970, were employed in the present study. The sum of 1969 collections
of municipal direct taxes was allocated among the predial, the valorization levy,
circulacion y transito, and other direcc taxes in the same proportion-as 1967 collect-
ions, as reported in Ministerio de Hacienda y Credito Publico, Bolet{n de la Direccion
General del Presupuesto: Ano 1970, p. 433. The tax on fleirculation and transit' was
treated as an indirect tax in the way described in the section below.

o
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Income Bracket

(Pesos 'per -year)

0=
- 6,000~
12,000~
18,000~
Zﬁa 000-
30,000~
36,000~
48,000~

60,000~

72,000~

6,000
12,000
18,000
24,000
30,000
36,000
48,000
60,000
72,000

84,000-

84,000-120,000

*120,000-180,000:

180,000-240,000:

Over 240,000

Total

in text.

“¥Less than .05 percent.
, Source: Specjal tabulation of Estadfsti
Credito Publico, Boletin de Direccion General del Presupuesto: Ano 1970, p.
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TABLE 15: AEstimaﬁed Tax Burdens and Effective Tax Rates for the
Predial and Valorization Levies, 196% -

Property Tax Burdens

(millions of Pesos)

Urban

. .

NN NV PEOWVUN

-

NN S -

== D OO NWORN
S W E W W e e

@

121.8
114.7
114.7
114.7
236.9
236.9
236.9
622.2
622.2
622.2

Rural "Total

1.
4.
16.

O o -

59.3

69.9

239.7

239.7
239.7

237.4
237.4
237.4

629.6 -

629.6
629.6

Effective Tax Rates

% 6 -6 @ & 8. @ ® e @ 8 e e @
O WLNONENSMFMMFF-

. ]
NNOONWOoO N

NN o
.

« o e

cas Fiscales prgvided by DANE an

Rural:
Coffee Duties

Included Excluded

.1 .1
i .1
*

1 i1
il ok
* 5

« ol

* .1
51 1
sk 1
<X .1
e A
o1 b
3 ol

All Households
) Coffee Duties
Included Excluded

.1 CIa, ©
.1 .1
A A
’ .2 .2
.3 .3

1

1 1.2,

1.2 1.3 <

1.3 1.4 1

: 4
1.8 1.9
2.1 2.2
2.5 2.6
6 .6
.6 .6
.6 .6

d Ministerio de Hacienda y
433, using methodology described
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) tions about the incidence of the corpotation income tax and inclusion of the coffee

- export duties. The effective rates borne by urban families are progressive because

each of the direct taxes is progressive--at 1east if the corporation 1ncome tax is

borne by Colombian shareholders. On the other hand, the effective rates borne by

rural households are progtessxve only if it is assumed that the coffee export duties
should be included in the analysis. By the same token, the rural sector is sub jected

to only minor direct ‘taxes if the coffee export duties are excluded from tKe ana1y51s,

the main burden arising if the corpgratiqn income.tax is shifted to consumers. But

“if the coffee duties are included, the rural sector pays a high efféctive rate of

direct tax indeed--roughly 20 percent, compared to about 7 percent in the urban sec-.’
tor (assuming the eorporation tax not to be shifted entirely to foreigners)., Finally,

the effective rate gattern for all households is generally progressive, due to the

‘progreséivity of the personal income tax. Just how progressive depends, of course,

upon whether lt is assumed that the corporation income tax is borne by_Colomhian
shareholdérs, consumers, or foreigners, and whether or not the coffee‘qxport duties
are included in the analysis.

B. Indirect Taxes - . . ’ v ’

Ideally indirect taxes collected in Colombia in 1970 would be allocated among
income brackets in xccord with consumption patterns reported in ‘the household budget
survey, There are, hogy‘é:; sever;l.obstacles to such an approach. " First, actual
tax collections are reported only through 1969; figures for 1970 relate only to ini-
tial budget estimates. Faced with the choice of using either the actual 1969 figures
or budgetary, estimates for 1970, the former was chosen,‘;ven tHough the inc ome Qgstri-'
bution figures being used are for 1970. Second, these data for 1969 are reportea in
considerably less detail than are those for actual colleétionskthtough_1967'or bud-

= v,
getary projections, Thus it was necessary in some cases to use patterns from the

'
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TABLE 16: . Summary ofAEffectivé;Rites qf‘Difect Tn;es;

Income Bracket
(Pesos per year)

0- 6,000

" 6,000~ 12,000

12,000- 18,000
.18,000- 24,000
24,000~ 30,000
30,000~ 36,000

36,000~ 48,000

48,000- 60,000
60,000~ 72,000

72,000- 84,000 ~
84,000-120,000
120,000-180,000 :

180,000-240,000 :

Over 240,000

7

Over 120,000

OW‘>ON>ON>OG>OW>
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a

Urban Sector -~

Personal Corporation . ;
Income - . Income ¥ax - - Property
- Tax A ¢B .. Taxes
2 . e
S5 R Rt
.5 e 2.9 ' "
. S .1
1.2 DR s | =
.9 L 8 .2
193] .- 3.34 R
; — ;
1.9 s g o
1.5 - - - 2.8 §2
1.9 : = 8 3
2.3 - 8.0 -’
2.4 y 6.7 % 1.0
A IS * 2.9 1.1
2.7 ~ * * - w2
2.7 10.0 ~ * R
310 % 3la © 1.6
3.5 / * * - - 1.8
12.3 , 13.3 % - 2.0
19.2 * 2.9 2.3
16.9 * - 2.7
3.0 3.4 * . 6
3.2 * 3.0 : .6
3.3 . P "
6.2 . 10.0 1.5
6.8 * 3.0 - 1.6 -
w7 . x % 1.8

*Not applicable.
Source: Tables 12, 13 and 15.

Total :

A,C
3
6
6T
.6

1.2

;7L

1.7

B

4.7
3.3
3.6
3.8
4.3
4.4
4.7

2.1, 5.3

1.6
2.2
55

.10.0

3.9
14.2

5.2°
1‘_27.6

19.6
6.9

4.0
17.6

9.6

A
5.0
5.7

6.4

11.4

L7
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TABLE 17: Summary of Effective Rates of Direct Taxation, N
Rural Sector :
; Corp. . Coffee
;. | Income Bracket Income Property Export Total
(Pesos per year) Tax: B Taxes . ] Duty A,C B
. Coffee Export Duties. Included »

0- 6,000 4.2 , o : 6.3 4 6.3 10.6
6,000- 12,000 2.6 ol : 5] 5.8 8.3
12,000~ 24,000 2.8 * g 9.1 9.1 11.9
24,000- 60,000 2.5 .1 2353 23.4 25.8
~60,000-120,000 159 o1 36.1 36.2. 38.0
120,000-240,000 1L 5) : * S5/ 55e81°:57.2
Over 240,000 1.6 iz} 54.3 54.4 .55.9

Total 2.6 .1l 17.3 17 351959

Coffee Export Duties Excluded

0- 6,000 4.5 1 : Sk R bk

aie 6,000~ 12,000 2.7 ‘ %5 wk 1 2.8
12,000~ 24,000 3.1 K o 3.1
24,000~ 60,000 3.2 - 1 ok .1 3.3

‘ 60,000-120,000 2.9 i1 w7/ S .1 3.0
120,000-240,000 3.4 ! % sk ; 1 3.4

Over 240,000 3.4 .1 ox T L ausl 3B
“Total L 3.2 R *se : .1 3.3

*Less than .05 percent.
**xNot applicable.
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TABLE 18: Summary of Effective Rates of Direct Taxes,

Personal

Income Bracket Income
(Pesos per year) Tax

0-
6,000-
12,000~
24,000~

60,000-120,000
120,000-240,000:

Over 240,

Total

Over 120,000 “:

0-
6,000-
12,000-
24,000-

. 60,000-120,000
120,000-240,000:

Over 240,000

Total

Over 120,000

6,0 Yok
12,00 ol
24,000 a3
60,000 12

1.9

A 2.4
B 2.6
c 2.9
000 . A 11.5
B 13.2
C 15.5

. A 2.6
R 257
c 2.8
A 5.9
B 6.5
Cl 7.3

6,000 ok
12,000 2
24,000 N
60,000 1.3

1.9

A 2.5
B 2.7
¢ 3.0
A 11.9
B 13.7
C 16.2

+ A 2.7
. B 2.8
c 2.8
A 6.0
B 6.7
c 7.5

*Not applicable.

All Households

Corporation . : Coffee J
Income Tax Property Export Total
A,C B Taxes Duties A,C . B
Coffee Export Duties Included
- 4.2 ok IS 5.7 10.0
- 2.6 o1 { 3.6 3.8 6.5
-/ 3.0 Al 206 3.0 6.0
- 3.1 2 2.5 3.9 7.0
- 2.9 3 20k 4.2 7.1
7.7 3.0 . 1.1 1.8 13.1 *
* * 132 2.0 * 8.8
* * 1.3 29230 6.4 *
12.5 * 1.8 3.4 29.3 *
* 2.8 2:1 3%9 * 21.9
* -k 2.5 4.6 22.5 *
2.9 * .6 2.5 8.6 *
* -3.0 .6 2.6 * 8.8
* * .6 2.7 6.0 *
9.5 * 1.4 2.4 19.2 *
* 2.9 1.5 2.7 Cox 13.6
* i 1.7 3.0 12,1 *
Coffee Export Duties Excleded
- 4.5 i * 1 4.6
- 257 oL * .3 3.0
- + 34 ol * 3 < 3.5
- 3.2 o2 * 1.5 4.7
- 2.9 3 * 2.2 5.1
7.9 % 1.2 * 11.5
* 3.0 1.3 * * 7.0
* * 1.4 * 4.3 *
1320 * 1.9 * 26.7 *
* 2.9 2.2 * * 18.8
* * 2.6 * 18.8 *
3.0 * .6 * 6.2 *
* 3l .6 * L * 6.4
* * .6 * 3.5 *
9.8 * 1.4 * 17.2 *
* 3.0 1.6 * * 11.2
* * 1.8 * 9.3 *

**Less than .05 percent.
Source: Tables 12, 13, 14, and 15.

1
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1976 budget data to allocate indirect taxes within broad cat:egories.1 This is ex-
plained further below. Finally,'the coffee export.dutieg discussed in section 2D
above were treated as direct taxes for purposes of this exercise and the amount of
the petrolzum subsidy was subtracted from the amount of national taxes collected on

gasoline, On the other hand, )the automotive registration taxes were treated as in-

.direct taxes, as noted above.

1. Allocation. Table 19 below reports the amounts of national, departmental

: (including national territories), and municipal taxes of various kinds to be allo-

_cated among income groups and the basis of the allocations. These allocations are

’ degs;ibed further here. The consumption patterns on which they are based are sum-

marized in'apﬁendix Tables Bf1~and B-2.

a. Gasoline taxes, net of the subsidy implicit in the differential petroleum
exchange rate, were allocated on the basis of estimated use of motor fuel.zAvAc-
cording to this rough estimate, half of the taxés should be allocated to users of
privéte automobiles, 20 percent to carrier# of cargo, and 15 percent each to muni;
cipal buses and taxis and intermunicipal buses. The half attributed to private owtiers
of automobiles was allocated among income brackets in urban and rural areas on the

basis of the household budget survey. For urban areas gasoline consumption figures

1This approach seemed somewhat more reasonable than using patterns of col-
lections for 1967, in that changes in tax law would be more likely to be reflected
in the 1970 projections., A similar approach was not used for the predial and valor-

ization levies because budgetary figures for 1970 were available only for capital

cities, where the valorization levy could be expected to be more important, relative
to the predial, than in all municipalities.

2For details of the operation of the differential exchange rate, see

Charles E. McLure, Jr., "Automotive Tax Reforms,"” in Gillis and Musgrave, op. git,

pp. 692-719, Though this system has since been modified (but not eliminated), it is
estimated to have entailed a subsidy of roughly 400 million pesos, according to fig- -
ures provided by the Central Bank, Unfortunately, no similar allowance was made for
this aubsidylzn the author's previous study of tax incidence in Colombia.

7’

¥,



TABLE 19: Indirect Taxes to be Allocated, 1969 . b
and Bases of Allocation
(Collections in millions of pesos)

. Level of Government
Tax National . Departmental® Municipal Total Basis of Allocation : J

Gasoline 400.0° 39.9. - 439.9 .5 Consumption of gasoline
.2 Total consumption
.15 Urban buses & taxi use
.15 Rural buses

" Alcoholic ﬁgverages 3 - 1666.1° = 1666.1 Expenditure on alcohdlic
. : ' beverages

Tobacco . 5.8 , 563.6 - 569.4 Expenditures on tobacco
products

- Auto registration - 86.3 3371 119.4 .5 Expenditures on
¢ : registration
. . : .3 Total consumption
© .1 Urban bus & taxi use
.1 ‘Rural buses

\ '
Customs © 1907.4 - - 1907.4 Non-food consumption £
Stamp . 539.3 - - 539.3 Non-food consumption '
Industry and Commerce - 7 - : 289.5 289.5 . Total consumption

; /
¢ = Departmental: non-food
: consumption
National: According to >
ke * rate structure
~ b 2 £ -
Sales Tax 1e88.9° 247.1 - 1336.0 :
. Total E 3941.4 2603.0 322.6 6867.0
81ncludes the national territories. -
bNet of the subsidy implicit in the petroleum exchange rate.
o cInclgfes profits of the departmental liquor monopolies.

d

Included in departmental total in subsequent tables.

€yational -sales tax allocated as follows: 747.5 to nonsfood .corsumption; 122.4 to expenditures on .
tobacco; 239.0 to automobile purchases; .
Source: Ministerio de Hacienda y crédito Publico, Boletin de Direccidn General del Presupuesto, Ado 1970,
p. 138 and special DANE tabulations of Estad{sticas Fiscales for 1969 for departments and municipalities, with
further breakdown in some cases based on 1967 collections, as reported. in the above ment ioned Bolet{n, p. 337.
R . =




ST AATPVNIRSS.

Sihl -

// s
for the seven cities were "blown up" to a national total in the same way that figures
for income were blown up. Then it was assumed that in a given income bracket rural
households spent the same fraction of income of gasoline as urban households. The

20 percent attributable to cargo ‘transportation was allocated in proportion to est-

imated expenditures.on total consumption, where the latter was calculated in a Gay

analogous to that described for private purchases qflgasol§ne. The 15 percent at-
tributed to municipal buses was allocated among urban households on the basis of the
total figure for puréhases of transport services in the seven cities.in the survey,’
without blowing them up. (Eighty-seven peréent of such expenditures weée for bus and
taxi transprtation.) The figures were not blown hp, because only municipal trans-
portation was being considered, and it seems reasonable that totals for these seven
cities reflect that quite adequately. Finally, the 15 percent attributed to inter-
municipal buses was alloca;ed entirely to rural households on the following rather
imperfect basis. It was assumed that in each income bracket rurgl hougeholas-gpgnt
the same fraction‘of:income on intermunicipal bus transportation as do urban house-

holds, as reported in the survey.

b. Alcoholic beverage taxes, including the profftsbof the departmental fiqupr
- e B . ;
monopolies, were allocated on the basis of total expenditures on alcoholic beverages,

where the allocation was done in the same way as that for private use of ,gasoline.
c. Tobacco taxes were also allocated among households following a procedure
analogous to that described for private gasoline %;g.’ For convenience, the small

amount collected at the national level was simply lumped together with departmental

collections.1

1There is, in addition, a tax element implicit in the differential pricing
policy and profits of LEMA. No attempt was made to account for either this or the
corresponding subsidy to imported foodstuffs. .

v 4
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d. Automotive reéistration fees were allocated one half to owners of private

cars, 30 percent to consumerq in general (via taxes on cargos), and 10 percent each
to urban buses and taxes and interurban huses. These components were treated like
the corrésponding amounts of“égsoline taxes, descrfbed above, The portion attributed
to oéners of private cars was allocated on the basis of survey data'oﬁ registration

expenditures.

c. Customs duties, the national stamp taxes, and the departmental, sales taxes

were all allocated. on the basis of non—fnod consumptioﬂ expendituress One of the
unavoidable shortcomings of this study is that no detail is ava\}able on the break-
down of customs duties by commodity classes.

f. The municipal industry and commerce tax was allocated on the basis of total

consumption. The regressivity of this tax may be overstated somewhat, due to the im-
portance of consumétion of food that does not pass through the marketplace in low-

~ ) = -

income levels.

g. The national sales tax ig composed of a standard rate of 3 pércent and dif-

~ferential rates of 8, 10, and 15 percent. Collections from the standard rate were

allocpted on the basis.of non-food consumption. The 10 percent rate -applies only to
‘domestically produced c1garettes, and so was allocated f% the same way .as tobacco
taxes, The 8 and 15 percent rates_apply to a variety of luxury items: automobiles,
watchés,'electric hand apﬁliances, iﬁported liquofs and cigarettes, imported clothes, .
radios, tgleviSions, electric appliances, cameras and p;ojéctors, etc, (15 pgrcent);
cosmetics, geaters and air-conditioners,. pickup and panel trucks, motorcycles,’bif

cycles, domestic liquors, etc, (8 petcent).l' To refleét the general luxury nature

b

The breakdown of 1970 collections by rate of tax was supplied by the
Divisidn de Recaudos y Cobranzas of the department of national taxes of the Finance
Ministry. The coverage of the various rates is described in Direccidn de Impuestos
Nacionales, Boletin 33, Impuestos sobre las Ventas, quota, December 1969, pp. 4 o7 o
©26~27.
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of these items and to offset the neglect of the unknown luxury contené of import
duties, revehﬁe; fréﬁ these two rates were allocated in proportion to expenditures
on the purchase of gutomobiles.

2. 1Incidence. These indirect taxes have the.effective rate-structufes in the
urban and rural sectors and the nation as-a whole shown in Tables 20-22, In general,
there is no tendend’ toward either progressivity or regressivity in the effective in-
direct tax ratPs‘b;Tﬁ\Ey urban hodseholds, except at the very highest }evels, where
there aeems‘tque a-slight tendency towards progressivity. Thus it seems reasonable
to concludé fﬁ,t'on balance the indirect tax burden on urban households is roughly
propoftiohate to income.l1 This reflects the essentially proportionate structure of
&éggsion at each levél of government. Within the total at the national level we see
7¢the slILht progfeséivity of the gasoline tax offsetting the similarly glight regress-
ivity of the stamp taxes and customs duties, with.the'sales tax showing a shallow
tendency toward regréssivity at low income levels (reflecting the éon-%ooﬂ consump -
tion elemeht in the estimgion précedure) and progressivity at ;he upber end of the

scale (reflecting allocation #n proportion to purchases of automobiles).

1The effective rates exhibit a considerable amount of fluctuation between
income brackets, This is more than the normal interplay of the effective rate pat-
terns for the various indirect taxes under consideration. Rather, it seems to be
rooted in extreme fluctuations in the effective rate patterns for particular taxes,
and especially the excise taxes on alcoholic beverages. (Note the high correlation
between the movements in the effective rates for the alcoholic beverage taxes and the
movements in the total effective rates for all taxes at all levels«of government,)
These fluctuations are probably spurious and result from the way in which the estimates
were cofistructed. Because of the blowing up of results from the survey to represent
‘the entire nation, the consumption pattern of a given household in certain cities is
magni fied many times, It is/ thus possible that ESnsumption patterns of given (non--
representative) households in certain income categories carry through with enough
strength to produce the unrealistic fluctuations in effective rates reported here.
Time did not allow a more thorough analysis of this problem.

The problem just described can probably be distinguished from the rather u-
biquitous tendency for effective rates to be very high in the lowest income bracket
and then to fall as income rises. This-latter phenomenon is probably better considered
to be support for the permanent income hypothesis than for the proposition that the in-
direct tax system is regressive at low income levels, In terms of permanent income it
may not exhibit this appearance of regressivity.

<



_TABLE 20: Effective Rates of Indirect Taxation Paid by Urban Households

) Muni-
National " Departmental cigalc
: Gaso~ ‘ ;
: line
and o Total:
Incomeé Bracket Gaso- ; Auto s Alc. All
(Pesos per year) line Customs Stamp Sales Total Reg. Tcbacco Bev, Sales Total Levels

0- 6,000 .2 - 2.6 ol 1.2 4.8 .1 1.2 - >3 1.6 4 6.8
6,000~ 12,000 o2 1.6 T o7 3.0 .1 oiF ol 72 1.1 .3 4.4
12,000~ 18,000 .l 17/ o3 .9 3.3 e U 152 e 225 3 6.1
18,000~ 24,000 ol - 0 D o9 3.4 .1 .8 1.6 2 237 8] 6.5
24,000~ 30,000 e 1.8 D .8 3.4 il il 15 o 2.2 .3 6.0
30,000~ 36,000 el 2.0 55 «9 3.6 s .5 1.8 3 2.6 <3 . 6.5
36,000~ 48,000 SIS 2.0 .6 .9 37 il .6 250 <3 3.0 ) 7.0
48,000~-. 60,000 o2 1.8 .6 .8 3.3 .1 4 Lol 7 158 3 5.4
60,000~ 72,000 4 1.6 D 1.0 3.5 Wl .6 2.6 o2 3.4 .3 72
72,000- 84,000 D 1.7 .5 7 3.4 .1 4 ik 22 221 .3 5.7
84,000-120,000 4 1.8 D .8 35 ik .6 2L .l 3.0 3 6.8
120,000~180,000: A 4 1.6 N 1.1 3.6 2 i3 9 Ll L.5 <3 5:3
: ; B 39 1.7 . 1.2 3.8 ) .3 1.0 o2 17 45 il
, , G .. =5 1.8 oD 1.3 4.1 S .3 1<l 54 1.8 o3 6.2
180,000-240,000: A 5 1.7 05 1.2 3.8 .1 S 1.0 o2 1.7 ) 5.7
B 3 1.9 oD 1.3 4.3 il 4 1.1 23 1.8 .3 6.4
c. .6 2.2 6 159 4.8 -4 .4 1.2 52 2.1 a3 7.2
Over 240,000 : A .3 15 A 1.6 358 o o 255 = 72 352 .3 =2
; . B .3 1.7 - .5 1.9 4.4 3 o 289 o2 L7 2 8.3
C .4 2.0 .6 2.2 5.2 .3 <3 3.5 <3 4.4 .3 10.0
Total : A o3 137 S5 - 1.0 3.3 ol .5 1.6 o2 2.4 .3 6.3
B .4 1.8 .5 1,0 3.7 ik o 157 74 275 ) 6.5
C 4 1.9 =5 1.1 3.8 ol 55 1.7 ol 2.6 ) 6.7

#ncludes small amount of national taxes on tobacco.
Includes profits of departmental liquor monOpolies.

€Accounted for almost entirely by industry and commerce tax, municipal auto registtation fees amount
to as much as 0.1 percent of income in only the top three income brackets.
Source: Table 19 and methodology described in text.

-Lf]-



TABLE 21: Effective Rate of Indirect Taxation Paid by Rural Households

- Munii
Nati 1 . Departmental cipa
g Gaso- | ' '
line :
, and - Total:
Income Bracket ‘Gaso- . Auto Alc. . ‘ All
(Pesos per ygar) line .Customs Stamp Sales Total Reg. Tobacco Bev. 'Sales Total . Levels
, ’ Coffeé Export Duties Included
0- 6,000 .7 2.5 o | L2 Seil A §o2 - <3 1.7 52 7.2
6,000~ 12,000 1.2 1.5 4 =7 3.9 .3 .6 ok a2 1.3.¢ A 5.5
12,000~ 24,000 oL 1.7 ) .8 3.0 * .8 103 a2 2.4 .3 5.7
24,000-‘60,000 2 L5 4 S 257 * 4 1.2 42 1.8 7 4,7
60,000-120,000 2 1.1 3 .6 - 3.3 * .3 13 <l 1.8 12 4,1
120,000-240,000 o o9 -3 .6 1.9 * 50 .5 ol SEE ol 2.9
Over 240,000 ‘ 22 .9 3 1.0 2.4 * -3 e 2 ol .6 ot ‘3.1
' Total D 1.6 4 50 3.3 ol .6 .8 a2 1.7 3 53
- ‘ V Coffee Export Duties Excluded ‘
0- 6,000 oF 2.6 8 1.3 54 -3 a2 - 3 1.8 ; %
6,000~ 12,000 1.3 1.6 .5 7 4,1 o3 7/ 1 2 1.3 e ) 5.8
12,000~ 24,000 Ik 1.8 v . D .9 3.3 i 9 155 572 2.6 .3 6.3
24,000~ 60,000 o 1.9 5 .8 3.5 .1 a5 1.6 58 2.4 ) 6.2
'60,000-120,006 4 157 s .9 3.4 <1 5 2.0 a2 2.8 .3 6.5
120,000-240,000 5 2.0 6 L4 b4 1 S -3 8 " LA 6.4
Over 240,000 4 2.0 .6 2.3 52 ol .6 A .3 1.3 o2 6.7
Total ’ .6 1.9 S5 .9 3.9 .2 .8 b

2.1 4o 6.4

*Less than .05 percent. )
See Table 20 for footnotes and sources.
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Effective Rates of Indirecﬁ Taxation Paid by All Households
' ‘ Muni-

TABLE 22:

Departmental

cipal

. National

Gaso~

line
and

Total:
All

Aic.

Tobacco Bev.
Included

Auto

Total Reg.

Gaso-

¥

Income Bra&ket
(Pesos per year)

Customs Stamp Sales

Levels

Total

Sales

line

Coffee Export Duties
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Whether the indirect tax burden on rural hotseholds exhibits progressivity

-

depends essentially on the treatment of the coffee export duties. 1f those duties

'arg excluded from the analysis, the effective rate structure is essentially flat.

1f, on the other hand, the duties are included-in pre-tax income, régressivity ap-

N . 725l

pears, because of the weight of thq§e duties in uppér"income levels. These patterns
are, of course, not uni form between taxgé, but deviations from the basic pattern_pf =
proportionality d§ not warrant special attention. Nor does the burden of taxation
differ enougﬁ betwéen the urban and rural éectors, on the\avefage,’to deserQe speqial
attention, unless the coffee export duties are included in the analysis.1 1f those
duties are included, the”zpral sector bears a somewﬁét lighter indirect tax;burdsp
than does the urban secto}. 2

The effe;tive indirect tax burdens for the nation as a whole essentially reflect

the patterns just described, There is some tendency toward progressiou/;?\che upper

end of the income . scale, but this tendency is not strong. {It is imparted by the auto-

\

‘motive element of the national sales tax and by the alcoholic beverage taxes. And it

.is somewhat stronger if the coffee exp&rt duties are excluded- than if they are included.2

Moreover, the appearance of progressivity is greater if the corporation tax‘israssumed

to be aﬁ!&téd to foreigners and weakest if it is assumed to be borne by Colombian
: 1" i .
'shareholders, 5T

1This is, of course, in large part the result of the estimation procedure

used and has no further significance.

2There appears to be a U-shape to the effective rate pattern. This may be
partly spurious, caused by the fluctuations in the effective rates for alcoholic bev-
erage taxcs discussed earlier. : ‘

The results reported here differ markedly from those reported in the -author's
previous study, in which indirect taxes were found to be distinctly regressive., That
regressivity can be traced directly to the treatment of alcoholic beverage and tobacco
taxes in the previous study. Evidence from the consumer survey used in the present
study suggests that these taxes are probably roughly ptopor“ibnate, taken as a whole.

' This question deserves further analysis,
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C. All Taxes

Thus far we have considered séparafely the incidence of the direct taxes and
the indirgcf taxes collected in Colombia. In this part we bring together the analysis
of'parts A and B of Ehis section in order to examine the effective tax rates.imposed
by all Colombian taxes. As-before, we discuss separately the incidence of taxation
on urban and rural households, as well as all households. Moreover, we examine the
effective rates of taxation imposed upon all households by -each of the three levels
of government. Tables 23-26 present these results. The absolute amounts of taxes
estimated to have been borne by each income group in the urban and rural sectors and
the nation as a whole are reported in appendix Tables C-1, 2 and 3.

Table 23 shows that the tax system is mildly progressive on urban households if
the corporation income tax is borne by foreigners, the progressivity resulting pri-
marily from the personal income tax, but being augmented .by the municipal property
taxes and indirect taxes. If the corporate tax is shifted to consumeré, thé overall
system is also mildly progressive in the urban secfor; and” for basically the same
reasons. If the tax on corporate ihchme is borane by Colombian shareholders, progress-
ivity is considerably stromger than under the two alternative aésumptibns.

In the rural sector the crucial question is ‘whether the coffee export duties are
treated as béing on AII\fours.with other taxes. If they are, the effective rate
structure shSVs_coefiderabie progressivity. (SeéjTable 2&:) I1f not, the burden on
rural househol&g is quite nealy proportionate. These conclusions hold more or less
independently of the assumption one makes aleut the 1ncide2$e of the corporation in-
come tax, Because rural households are assumed to pay'little personal income tax or
(under assumption A) corporation income tax, effective tai_ratee are, on the avefage,

substantially lower in the rural sector than in the urban sector, provided the coffee



Income Class

TABLE 23: Eiffective Rates of Taxation, All Taxes, Urban Sector

(Pesos per year) A,C
0- 6,000 <3
6,000- 12,000 .6
12,000~ 18,000 .6
18,000~ 24,000 .6
‘24,000~ 30,000 1.2
30,000~ 36,000 11
36,000- 48,000 1.7 7
© 48,000~ 60,000 oo
60,000~ 72,000 1.6
72,000~ 84,000 ; 2.2
84,000-120,000 ' 2.7
©120,000-180,000: A 10.0
B o
¢ 3.9
180,000-240,000: A 14.2
B *
c 5.2
Over 240,000 : A 27.6
" .
G 19.6 *
Total A 6.9
B *
c 4.0
Over 120,000 A 17.6
B *
c 9.6 -

*Not Applicable. |

Source: Tables 16 and 20-22.
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Direct Taxes

B
4.7
3.3
3.6
3.8
4.3
4ot
4.7
5.3 -
4.l
5.0
5.7
*
6.4
*

*

Indirect

Taxes
6.8
4.4
6.1

6.5
6.0
6.5
7.0
5.4

1‘i2

o7
6.8
5.3
Sl
6.2
5.7
6.4
7.2
7.2
8.3

10.0
6.3
6.5

6.7

6.1
6.8
.7

\

Total
AC B
7.1 11.5
5.0 7.7
6.7 9.6
7.1 -10.3
7.2 10.3
7.6 10.9
8.7 12.0
7.5 10.5
8.8 11.5
7.9 10.7
9.4 12.4

15.4 *
*  12.2
10.1 . *
19.9 *
* 1422
12.9° %
34 .8 *
* 27,7
29.6  *
13,3 *
*  13.3
10.7  *
23.7 %
% 18.2
17.3 *

&



Over 240,000

TABLE 24: Effective

Income Class

‘(Pesos per year)

0- 6,000
6,000- 12,000
12,000~ 24,000

24,0005 60,000 -
A .

61%,000~120,000

120,000-240,000
over 20,000

Total

0- 6,000
6,000~ 12,000
12,000- 24,000
24,000~ 60,000
60,000-120,000 _

120,000-240,000

Total

*Less than .05 percent.

-
Direcf Taxes Indirect
AjC B Taxes
éoffqe Export Duties Included
6.3 10.6 7.2
5.8 8.3 5.5
9.1 11.9 5.1
23.4 25.8 . ’ 4.7
36.2 38.0 4.1
55.8 S0 2.9
54,4 55.4 ; 3.1
'17.5 19.9 - : 5.3
| Coffee Export ﬂutieé
¥ l 4.6 - ‘ 757
.1 2.8 5.8
* 3.1 6.3
wl 3.3 6.2
ol 3.0 6.5
4 " g ' . 6l
Y 3.6 6.7
A 3.3 6.4
? . 3
L

- 53 - q

Source: Tables 17 and 20-22.
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Excluded

Rates of Taxation, All Taxes, Rural Sector

Total

A,C

13.5

11.2

14.8°

28.1

40.3

58.6

57.4

22.6

7.7

5.9

6.4
’6.2

6.6

6.5

6.9

6.4

B

17.6.

30.5
42.2
60.i-

59.0

25.%.

11.2
8.6

9.5 |
49.5
‘985

9.9.
10.3

9.6
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'\ TABLE 25: Effective Rates of Taxation, All Taxes, All Households
¢ ¥ Total:
Income Class Direct Taxes _ Indirect All Taxes
(Pesos per year) A,C B - Taxes A,C B

Coffee Export Duties Included

0- 6,000 Sel 10.0 71 12.9 i7:1
6,000- 12,000 3.8 6.5 Sal 8.9 1'17%5
12,000~ 24,000 3,0 .6.0 » 6.2 * 9,2 12.2
24,000~ 60,000 3.9 7.0 3 6.0 9.9 13.1
60,000-120,000 4.2 Tl 6.5 10.7 13.6

120,000-240,000: A 13,1 5.4 18.6 *
: B ; 8.8 5.9 %* 14.7
. c 6.4 * 6.4 1228 *
Over 240,000 A 2953 * 7.0 36.2 *
; B . ¥* 21.9 8.0 * 29.9
C 22.5 * 9.4 31.9 *
Total : A 8.6 * (Sl 14.7 *
B * 8.8 6.3 %* 155K
C 6.0 * 6.5 1255 *
Over 120,000 : A 19.2 - ok 6.0 25.2 %
B . * 13.6 6.6 * 19.2
"‘g 12.1 * TieD 19.6 *

o : Coffee Export Duties Excluded .
0- 6,000 Bl 4.6 760 7.6 12.1
6,000- 12,000 ) .3 3.0 503 56 8.2
12,000~ 24,000 . ' oD 2B325 6.3 6.8 9.9
24,000~ 60,000 1.5 4.7 6.2 7.7 10.9
60,000-120,000 2.2 5.1 6.6 8.8 11.7

120,000-240,000: A 11.5 * SEHeD 17.0
. ‘B * 7.0 6.0 12:9
C . 4.3 * 6.6 10.9 *
Over 240,000 A - 26,7 * 7.2 34,0 *
. ‘ B/ %* 18.8 AEEEg 59 . % 27k
. - ¢ 18.8 - * 9.5 28.4 *
Total A 6.2 * 6.3 125 *
' B * 6.4 6.5 * 12.8
. . C 7 3.5 * 6.7 10.1 *
Over 120,000 A . 17.2 * 6.2 23.4 « *
- B * ) 11.2 6.8 3 * 18.0
C 9.3 * 7.7 17.0 *

. = : SN
*Not applicable. ’

Source: Tables 18 and 20-22.
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TABLE 26: Effective Rates of Taxation, All Households,

Income Bracket
(Pesos per year)

0- 6,000
6,000~ 12,000
12,000~ 24,000
24,000~ 60,000
60,000-120,000
120,000-240,000:

Over 240,000
Total

Over 120,000

0-. 6,000
6,000- 12,000
12,000~ 24,000
24,000~ 60,000
60,000-120,000
120,000-240,000:

Over 240,000
iotal'

.

Over 120,000 s

OWP>»OEP>OEPOWEH

CEPOEPOEP> OE >

by Level of Government

National : Total:
A,C B Depnrt;ental - Municipal A,C B

Coffee Export Duties Included

10.7 14.9 1.7 o 12,9, 17.1
7.3 9.9 1.2 4 8.9 11.5
6.2 9.2 2,6 4 9.2 12.2
7.1 10.2 2.3 o 9.9 13.1
7.4 10.2 2.8 .6 10.7 13.6
15.6 * 1.6 1.4 18.6 *
11.5 1.7 15 * 14,7
9.4 * 1.9 1.6 12.8 *
31.1 * 3.0 251 36.2 *
* 24,1 3.5 2.4 * 29.9
25.1 * 4.1 2.8 31.9 *
11.5 * 2.3 9. = 14.7 *
* 11.8 2.4 .9 * 15k
9.2 % 2.5 .9 12.5 *
21.5 * 21 1.8 25.4 *
* 16.1 2.3 1.9 * 20.4
14.9 * 2.6 2.2 19.7 *
Coffee Export Duties Excluded
5.3 9.8 1.8 ) 7.6 12,1
3.8 6.6 1.2 3 5.5 8.2
3.7 6.8 2,6 .5 6.8 9.9
4.8 8.0 2.4 ) 7.7 10.9
5.4 8.3 2.9 6 8.8 11.7
14.0 1.6 1.4 17.0 *
* 9.7 1.7 1.5 ©12.9
7.3 * 1.9 8L 10.9 *
28.7 * 3.1 2.1 34.0 *
* 21.0 3.6 2.5 * 27,1
21.5 * 4.0 2,9 28.4 *
9.2 * 2.4 8 12.5 *
* 9.5 2.5 o9 * 12.8
6.7 * 2.5 .9 10.1 *
19.1 * 2.2 1.8 23.1 *
* 13.4 2.4 2.0 * 17.4
11.8 * 2.7 2.3 16.8 *

*Noi applicable.

Source:

Tables 16 and 22.
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export duties are excluded from the analysis. If those duties are included, average
effective :azaé are roughly twice as high in the rural sector as in the urban sector;

In total, the Colombian tax system is rather progressive, regardless of one's
assumptions about the treatment of the coffee exporf duties and the incidence of the
corporate income tax. (See Tables, 25 énd 26.) Of course, progressivity is greatest
if the corporation income tax is borne by Colombian shareholders, rather than Colombian
consﬁmers or foreigners and if the coffee export duties are included in the analysis,
as previous paragraphs ‘would suggest.1

Finally, to take a somewhat different view of things, it should be noted that
taxes at 211 levels of government contribute to progressivity, at least in the upper
income ranges, though the contribution at the national level--with its important per-
sonal income tax--is by far the greatest--especially if the coffee export duties are
included and corporate taxes are attributed to Colombian shareholders. Progressivity
at the local 1e§e1 results from tHe property taxes and that at the departmental level
from the alcoholic beverage taxes--which the survey data (rather surprisingly) sug-

gest to be progressive at the upper end of the income scale.
4, Summary and Conclusions

The distribution of income in Colombia is quite unequal. 'The bottom two;tﬂirds
of the income distribution (among households) receives only asout one-fourth of house-
hold income and the top one-eight of households accouni for roughly half of all in-
come. In both the urban and rural sectors of thelnation income is distributed quite
unequally, but in both cases the inequality is less than for the na;ioh as a whole,

In broad outlines the findings of the present study are quite consistent with those

; lThis is roughly consistent with the author's findings in his previous study,
in which the coffee duties were included and the burden of the corporate taxes was
split evenly between Colombian shareholders and consumers.

-
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of earlier studies, including the author's earlier work,
' The Colombian tax system appears to exhibit a degree of progressivity ranging
from rather mild to fairly strong, depending upon whether the corporation income tax
is borne by foreigners or Colombian consumers OF by Colombian shareholders and upon
iz

.whether or not gﬁé coffee export duties are excluded from the analysis or included.

. )
ﬁrogressivitx”;eahlts in large part from the persénal income tax, but liquor taxes,
the propertyglaxes, and the luxury elements of the sales tax and customs duties con-
triﬁute>fﬁ/i;. 0f course, an.unshifted corporate income tax and the inclusion of
the coffee export duties add significantly to progressivity.

These conclusions are roughly consistent with the author's previous study of
incidence in Colombia the primary differences arising from the following. First,

a considerably less regressive (and in some cases progressive, i.e. alcoholic bev-
erages) pattern is revealed for many indirect taxes than was assumed in the earlier
study. Second, in this study property taxes are assumed to fall entirely on bwqers
of property, instead of partly on consumers, as in the previous study. Third, in"
the previous study only one ‘assumption was made for the coffee export dutles (in-
cluded) and for the corporation incometax (half to consumers and half to Colombian
sharehol&ers). »

It seems reasonable to believe that the resuits of the present ;tudy are more
reliable than those of the earlier study for a number of reasons. First, the under-
lying data on the distributionvof income, consumption patterns, and personal income
patterns are far superior, as noted earlier. Second, time allowed a more careful

'analysis than was possible in the earlier study, even though,jhere remain a number

¢ ¢ areas in which considerably more wotk needs to be done,

\
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. APPENDIX A
Adjustment for Ceding of Income in. Calculating Personal Tax Liabilities

r Qliﬂ‘gian income tax law a husband can ttcede" to his wife one-half of his

labor income, up to a maximum of 30,000 pesos per year. Table A-1 (cols. 1, 2, 6)

reports the total amounts ceded to wives and from husbands and the number of wives

eceiving ceded 1ncome, by net income groups, on machine-processed income tax returns.

~ Thus it is possible to calculate the net amounts ceded to or from taxpayers in the

various income brackets, as reported on these machine- processed returns. Not sur- -
prisingly, taxpayers in low income groups are net recipients of cede@ income and on
balance thase in high income groups cede income to wives in lowér income groups. (See
éolumn 3.) Applying to these net figures the ratio of total income'in each incﬁme
class (column 2 of Table 11 of the textf to income reported on machine-processed re-
turns (col.s 5), it was possible to estimate the net amounts ceded to or from each
income class on all returns.” These are shown in Column (4) of {gblé A-1. Net amounts
estimatedvto have been received by taxpayers in a given incomg_class were subtracted
from the income figure for the-class; net.amounts ceded were treated equivélently.

This adjustment to column (2) of Table 11 in the text produced the figures in column

(5) of that table. Moreover, the number of wives in each income category estimated

to have received ceded ;ncomg (col.. 3) was multiplied by éhé ratio 1n‘columm (5) to
pro&uce'cblumn (7), which 'was then subtracted ﬁrom the total number of taxpayers in
each bracket reported in column (1) of text Tablg 11 to produce column (4) of that
table.,

These adjust;eﬂta,rsubject to'qualificatidns noted below, ﬁroduced an estimate
of the distribution of incomes reported on tax returns, by households. It remained,
however, to allocate theAtaxes attributable to ceded income to the income bracket of

the husband. This was done in the following crude way. It was assumed that for income
. :

1These data refer to the 805,547 returns that had been tabulated.
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Income Bracket

Columns (1), (2), and (6) from unpublished tabulations of the Office o

Amounts Ceded:

From
(Pesos per year)
(1)
Negative -~ 2,000 .70
‘2,000 - 4,000 .57
4,000 - 6,000 1.94
6,000 - 8,000 . 6.68
8,000 - 10,000 14.78
10,000 - 15,000 66.09
15,000 - 20,000 85.84
20,000 - 40,000 427.57
40,000 - 60,000 209.31
60,000 - 80,000 113%51
80,000 - 100,000 76.85
100,000 - 150,000 74.14
150,000 - 200,000 28.10
200,000 - 400,000 30.79
400,000 - 600,000 5.83
600,000 - 1,000,000 2.69
1,000,000 - 2,000,000 .88
2,000,000 - 4,000,000 .61
_over 4,000,000 = =--==-
Total D 1,146.33
. Sources and Procedures:

To

(2)

2.87
20.04
43.83
53.80
77.00

165.08
168.72
- 569.05
46.66

-
NN
~
>

1,183.77

Column (3) = Célumn (1) - columm (2).

Columns (4) and (7) = Column (5) x columns (3) and (6) respectively.
Column (5) = Estimated number of returns in each income bracket (Column 1 of text table 11)

Column (8) .=

Table A-1

Ad justment for Ceding of Income .
(Income and ta8x figures in millions of peaps) -

Net From
‘Machine
Processed

@3)

Total

(4)

from unpublished tabulationsgpf Finance Ministry.
Column .(3) of text table 11 X column (4) # column (2) of text table

For brackets with pesitive values, the sum of negative entries in co

Total Number Céded Income:

of Returns

+ g

Number of Machine

Processed Returns

(5)

NNNNN

.

R e e e
a:oc-un»—a--.-gocooogH
VMEWN YOS o

N
-
-

1.96

-Machine

Processed Total

(6) . (7)
* 1265 1392
4608 4978
6166 6598
5705 6104
6438 6889
11549 12357
9726 10406
23889 25800
4964 5510
2283 2603
1276 1518
1370 1699
522 689
590 844
130 213
44 81
15 32
3 6
80540 87719

© Ad justment
To Tax
Liability

i @)

'
-
~
.

—
PR LWL N RN -

.

Lo WNOPOCOWRO®W

f Planning of the Finance Ministry (Hacienda).

11, for brackets with negative va
lumn (8) was allocated in proport

+ number of machine processed returns,

lues in columm (4).
ion to values in column (4).

-6;-
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. brackets receiving net ceded income, total tax liabilities reported in column (3)

of text Tablelll«ubuld be reduced by the fraction net ceded income (column 6 of Table
A-}) aas of total income in the bracket (column 2 of text Table 11). The total re-
duction in liabiiities calculated in this was was 34.7 million pesos.‘ This amount
was then allocated to the income brackets reporcing net ceding of income in propor-
tiodn to'tnose nec amounts ceded. . These amounts are reported in column (7) of Table
A-1. Applying these adjustments to the date in column (3) of Table 11 results in
column (6) of that table. This procedure is slightly faulty in that we would expect

ceded income subjected ‘to the highest” rates of taxation in the hands of wives to

have come more than prbportionately from husbands in higher income groups. No cor-

rection was made for this likelihood

v

Several technical points should be made about the procedure described above.

© First, column 3 of Table A-1 reveals that the total amount reported on machine-

processed returns to have been received by wives exceeds the amount reported on the
same returns to have been ceded by husbands by slightly over three percent. This is
tc be expected,‘since many nusbands filing hand-proceseed returns may cede income to
wives filing the simpler machine-proceseed returns. It-is worth noting that when the
amounts reported on'machine-procesged returns are adjusted to take account of the
amounts on hand- processed returns, as described above, the. discrepancy in the total

amounts ceded and received declines to roughly one percent (and reverses signs) This

.suggests that the procedure used here is not unreasonable.

Second, adding the net amounts of income ceded to wives to the amounts reported

by husbands would raise the average incomes in the higher income brackets, and could

even result in the average falling dbove the upper bracket limit. ' Thus ideally the

bracket limifs:yould be raised or the incomes of husbands ceding income to wives would
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be attributed to higher income brackets. However, no such deuatnont was attempted.

Failure to make such an adjustment probably distorts the overall results relatively

litile, because much of the'ceded income comes from the highest income brackets (con-
taining the top 10-15 percent of all households), which for. practical purposes should
probably be combined in any event.

Finally, it should be noted quite explicitly that the adjustment described here

is satisfactory, strictly speaking, only for wives who have no income other than that

ceded from their husbands. In the case of a wife with other income, the procedure

adopted here has the effect of reducing by one the number of taxpﬁyers in her income

\bracket and reducing income in that bracket by the amount ceded to her. It does not,

however, reduce the income.in that bracket by the amount of the wife's other (non-
ceded) income. This fact could easily result in‘throwing some average incomes out-
) :

side bracket limits. Again this phenomenon is especially likely to occur in the
upper income levels, as is borne out by inspection of average income levels implied
by columns (4) and (3) of Table 11 of the text. 1t was fiot deemed Ho;thuhile to
carry out é detailed analysis of this problem, given the relatively small amounﬁ of
income involved. A final problem is that for wives filing tax returns upon which no
ceded income is reported and for other members filing tax returns no consolidltion

into family units is possible.

5

.
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; . Appendix Table B-1
' Percentage Allocation of Expenditure Items Awmong Urban Income Groups
Income Bracket Total l Non-Food Alcohclic Tobacco Gasoline Auto- Urban Auto Predial Valorization
(Pesos per Year) Consumption Consumption Beverages Products (Private Use) mobiles Buses Reg. (Personal)

0 - 6,000 .34 310 m=ser .52 L e IR = s 32 === 1 0= == :
6,000~ 12,000 3.07 2.28 .20 3.40 e 3.60  ===-= 1.52 .75
12,000~ 18,000 6.04 4.76 3.50 9.95 206 St e 7.44 .30 2.90 1.89
18,000~ 24,000 = 8.31 7.20 ‘o 6.74 10.76 2 m==m= | E=ee== 7258 === 3.41 . 3.49
24,000- 30,000 6.65 6.02 = 4.48 759 AL T i 7.05 .88 4.57 3.02
30,000~ 36,000 6.16 5.97 5.80 5.31 AL B 8123 = 3.84 2.26
36,000~ 48,000 9.34 9.35 - 10.48 10.31 6.01 193 T LAGE s oo 13.48 ° 9.62 .
48,000~ 60,000 8.88 8.55 5.62 6.53 3.46 ————- 8.75 7 === 5.07 ©4.34
60,000~ 72,000 6.63 S.17 9.70 ¢ 6.86 7.33 6.75 7.39 1.55 4.49 2.45
72,000- 84,000 6.07 . 5.81 4.81 5.47 115000 N aes= 5223 2.83 9213 5.25
84,000~ 120,000 12.65 . - 13.03 $16.11 14.79 10.80 .05 12.68 11.04 13.77 21.89
120,000~ 180,000 10.62 11.63 7.45 6.60 21.73 24.29 9.59 24.70 12.31 12.92
180,000~ 240,000 7.18 8.51 . 5.17 5.89 14.84 16.11 5.00 8.49 7.90 9L1a
over 240,000 7.96 : 10.82 19.94 5.97 ° 14.02 51.88 5.98 50.21 17.46 . 23.11

‘Total 100.00 © 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00  100.00
‘Urbanas Percent T 84.98 86.77 92.66 81.91 96.44 96.93 100.00 100.00 94.84 100.00

of Total

Columns may not sum to’100.00 because of roundit
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Appendix Table B-2

Percentage Allocation of Expenditure Items Among Rural Income Groups S
Incomnie Bracket " Total Non-Food Alcoholic Tobacco Gasoline Auto- Rural Predial’
(Pesos per Year) Consumption Consumption Beverages Products (Private Use) mobiles Buses
0- 6,000 17.88 . 18.72 e——— . 21.57 B P 18.48 12.00

6,000~ 12,000 27.82 23.89 4,18 24,57 meeme= meeee- 76.72 25.33

12,000~ 24,000 29.10 28.06 46.59 33.62 2 ee=--- ¢ mememe- 3.48 21.33

24,000~ 60,000 15.93 17.75 30.33 12,20 30,16 @ e=e==- 1.40 - 22.67 '
60,000-120,000 5.56 6.24 14,95 4,80 35.7% 8,65 = se--- 9.33 o
120,000-240,000 1,82 2.38 2,86 1.02 18.25.0 » 23,08 . @ ====- 2.67 "“'
over 240,000 1.89 2.97 v 1.10 2.20 15.87 68.27 e 6.67 !

&

TO'{AL 100.00 100,00 100.00 100.00 100.00 100.00 100.0 100.00
Rural as Percent , .
of Total 15.02 13.23 7.34 18.08 3.56 3.07 - 100.0 . 5116

Columns ma&y fiot sum to 100.00 because of rounding.



National Taxes
Personal Income Tax
Corporation Income Tax:

w >

Indirect Taxes
* Gasoline Tax
General Sales Tax
Stamp Taxes
Customs Duties
TOTAL Indirect Taxes

TOTAL: A
B
c

Departmental Taxes
Gasoline Tax

. Auto Registration Fees
Tobécco Products

" Alcoholic Beverages
General Sales Tax
TOTAL

Municipal Taxes
Property Taxes
Auto Registration Fees .
Industry and Commerce Tax
TOTAL

TOTAL: All levels of

* government :

O o>

#Less than ,05.

-
0 e

3.3

7

Appendix Table C-1

Allocation of Taxes Among Urban Households

452,35
452.5

24-30

62.4

169.6

12.6
45.4
28.2
99.6

© 185.7
248.1 "

417.7
248.1

1.3
2.5
35.4
69.1
12.9
121.2

9.5

16.4
26.8

396.1
565.7
396.1

(millions of pesos)

* Income Bracket (thousands of pesos per year)

30-36

47.0

-

168.3

10.6
43,2
27.9
98.8

189‘5

36-48

103.4

263.5

25.0
71.4

43.7 -

154.7
294.8

398.2
661.7
398.2

FE~F

48-60

17.7

40.0
141.3
259.8

407.8

648.5
407.8

—

wooo

582.3
823.0
582.3

CQwWwooWwnwgy ™

60-72

84.9

162.4

23.1
58.7
27.0
95.4
204.2

289.1
451.5
289.1

72-84

454.6
618.3
454.6

84-120

279.9

367.1

;o

N—= O DWW
wwuwoo N
[ RV R RNV

705.7
1072.8
705.7

~
wio s o

R V)
R T
PO OoOOW

w

&~
W

~ W
NN wN

1141.8
1508.9
1141.8

120-180

291.3
820
327.8

54.9
137.2
54.4
192.5
439.0

1550.3
1058.1
730.3

1896.8
1604.6
1076.8

180-240

224.6
820
239.7

36.5
97.4
39.8
140.8

314.5

1359.1
778.8
539.1

3,

S.
27.
79

18.
134.

@O W~

114.
2.
17.
134,

NN~

1528.5
1048.2
808.5

over 240

1491.1
1620
305.0

36.1
195.4
50.6
179.1
W 461.2

3572.3
2257.3
1952.3

© 6334.8%

o

TOTAL

2927.5
3260
2818.7

320.8
964.0
467.9
1654.7
3407.3

'9594.8

9153.5

32,1

73.8
466.4
1543.5
2%4.4

2330.1

622.2

28.3
246.0
896.5

12821.4
12380.1
9561.4

e AR
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APPENDIX TABLE C-2 ~

Allocation of Taxes among Rurgl Households

(millions of pesos)

8

Income Bracket (thousands of pesos per year)

0-6 6-12

12-24  24-60 _ 60-120 120-240 Over 240 Total
National Taxes
Personal Income Tax -- - - - - -- - --
Corporation Income Tax: A,C - == -- == -- == -- --
B 80.6 103.0 120.8 76,3 27.0 10.4 12,7 429.8
Coffee Export Duties 120 230 390 720 520 390 440 2810
Indirect Taxes L .
Gasoline Tax 13.3  49.4 5.6 4.7 3.2 1.5 1.4 79.2
General Sales Tax 22.5 28.3 ° 34,0 19.8 8.0 4,2 8.3 12552
Stamp Taxes 13.4 17,1 2001 1207 4,5 1.7 2.1 71.5
‘Customs Duties 47.3 60.5 71.0 44.8 15.8 6.1 7.4 252.9
Total: Indirect Taxes 96,5 155.2 130.6.  82.0 31eD 13.6 192 528.9
Total: Coffee Export Duties: ' ,
Included: A,C 216.5 385.2 520.6 802.0 551.5 403.6 459,2 3338.9 .
B 297.1 488,2 641.4 878.3 578.5 414.0 471.9  3768.7
Excluded: A,C 96,5 155.2 130.6 82.0 31.5 13.6 19.2 528.9
B _ 177.1 258,2 251.4 158.3 58.5 24,0 31.9 958.7
Departmental Taxes 7 } :
Gasoline Tax 1.3 4,9 > ) o3 ~i2 o ! 7.9
Auto Registration Fees 2.3 1ot/ 1.4 ol 72 .1 o) 12,5
Tobacco Products 22.2 25.3 34,6 12.6 5.0 -1,0 2:3 103.0
Alcoholic Beverages -- 5.2 57.00 37.2 18.3 3.3 %3 122.6
General Sales Tax 6.1 o =002 5.8 %1 .8 1.0 32.8
Total: 32.0 50.9 102.8 56.8 25.9 5.5 4,8  278.8
" Municipal Taxes
Predial .9 1.9 1.6 1.7 o 2 e dieo
Indirect Taxes
Auto Registration .9 209 D old oL * * 4.8
Industry and Commerce 7.8 12.1  12.7 9 N e .8 43.5
Total ‘ 16.9 1448 o . 1.0 1.3 5.
Total: All Levels of Government: . . .
_ Coffee Duties Included: A,C 258.1 453.0 638.2 867.7 580.6 410.1 465.3  3673.5
B 338.7 556.0 759.0 944.0 607.6  420.5 478,0 4103.3
Coffee Duties Excluded: A,C 138.5 223.0 248.2 147.7 " 60.6 20.1 2503 863.5
B 218.7 326.0 369.0 224.0 87.6 30.5 . 38.9 1293.3
: ¥
- 65 - » )
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APPENDIX TABLE{C-3

T

Allocation of Taxes Among All Households
(millions of pesos)

0-6

Income Bracket (thousands pf pesos per year)

6-12

12-24 24-60 60-120 120-240 Over 240 Total
National Taxes s . :
Personal Incomc Tax 22.4 11.7 52,5 -360.8 473.1 515.9 . 1491,1 2927.5
Corporate Income Tax: A -- - -- -- -- -- 1640 1620 3260
B 89,3 167.3 458.0 918.3 720.2 57759 317.7 3248.5
’ . C - - - - - - e --
Coffee Export Duties 120 230 390 720 520 390 440 2810
Indirect Taxes ' , :
Ggsoline -Taxes 13.7 53.7 24,4 70,5 107.3 92.9 37.4  399.9
General Sales Tax 25.0 45.9 129.0 240,7 205.9 238.9 203.7 1089.2
Stamp Taxes 14.8 27.8 76.0° 152.5 119.6 96.0 . 52,7 539.4
Customs Duties 52.5 98.2 268.9 539.2 422.9 339.3 186.5 1907.6
Total: Indirect Taxes 105.9 225.6 498.4 1002.9 855.6 76741 - 480.4 3936.2
Total: Coffee Export Duties : ;
Excluded: A © 128.3 237.3 550.9 1363.7 1328.7 - 2923.0 3591.5 10123.7
B 217.6 404.6 1008.9 2282.0 2048.9 1860.9 2289.2"101i2 2
. C 128.3 237.3 550.9 1363.7 1328.7 1283.0 1971.5 6863.7
.included: A 248.3 467.3 940.9 2083.7 1848.7 3313.0 4031.5 129&3 7
’ B 337.6 634.6 -1398.9 3002.0 2568.9 2250.9 2728.2 12922.2
. C 248.3 467.3 940.9 2083.7 1848.7 1673.0 2411,5 9673.7
Departmental Taxes .
Gasoline Tax 1.4 5.4 2.4 7.l 10.7 92 3.7 40.0
Auto Registration Fees 2.4 #8,7 6.0 11.0 14.6 19.6 23.90 86.3
. Tobacco Products ' 24,7 41.2 131.,3 151.3 131.5 59.3 30.2. 569.4
Alcoholic Beverages -- 8.3 214,9 444,3 490.8 198.4 309.1 1666.1
General Sales Tax 6.8 12.7 34,8 69.9 54.8 44,0 24,2 4.1
Total 35.2 76.3 389.5 €83.6 702.5 330.5 391,1 2608.9
Municipal Taxes
Property Taxes o 1.1 4.8 16.0 59.3 69,9 v239.7 1 237.4 629.6
Auto Registration Fees 29 o3 2.3 4,2 5.6 : oo - 9,2 33.1
Industry and Commerce Tax 8.6 1947 48,0 83.3 64.9 44,6 20.4  289.5:
Total ; / 10.7 27.8 66.3 146.8 140.4 291.8 . 267.0 952.3
/
Total: All Levels / »
Coffee Export Duties / . W :
Included: A [ 174.2 341:4 1006.7 2194.1 2171.6 3545.3 4249.6 13684.9
B 263.5.508.7 1464.7 3112.,4 2891.8 2483.2 2947.3 13673.4
(¥ 174,2 341.4 1006.7 2194.1 2171.6 1905.3 2629.6 10429.9
Excluded: A 294,2 571.4 1396.7 2914,1 2691.6 3935,.3 4689.6 16494.7
B ,383.5 738,7 1854.7 3832.4 3411.8  2873,2 3387.3 16483.4
c 24,2 571,46  1396,7 2914.1 2691.6 2295.3 3069,6 13234.9
-
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