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Very interesting presentations

• A very interesting an important topic:
• On which I have worked and am currently 

working on in a UK context
• Each paper makes important points:

• Difficulties in measurement & comparison
• Distortion of government decisions
• Need for clear reporting
• Taking account of behavioural responses
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Pierre Leblanc

• Progress in reporting, but improvements 
needed

• Pressures to both increase and reduce 
tax expenditures

• Dangers of international comparisons
• Dangers of adding tax expenditures
• More useful to concentrate on specific 

areas of tax expenditures
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Leonard Burman

• Distortions of government decisions:
• Making government too large
• Biasing government action towards areas 

where tax expenditures are readily 
applicable

• Idea of fiscal illusion
• Voters underestimate their costs

• Need for improved budget presentation 
to reduce the bias.
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Serena Fatica

• Focus on one area:
• Making work pay policies

• Innovative methodology:
• Using the EUROMOD micro-simulation 

model 
• Combining it with estimates of labour supply 

elasticities, differentiated by groups
• A very good example of the benefits of 

focusing on one area
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Some thoughts on the issues

• It will never be possible to reach 
agreement on a benchmark tax system
• Example of individual vs. couple/family 

taxation
• So, no point in devoting large resources 

to international comparisons
• Better to focus on specific types of tax 

expenditures, as defined by specific 
provisions in a country’s tax law
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Estimates of revenue costs

• It is very important to estimate and model 
the behavioural responses
• Including the use of alternative tax 

expenditures
• It may be better to estimate the costs of a 

group of related tax expenditures together
• These estimates need to be used as part of 

the annual budget making process, to 
recognise full costs of government policies
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Final thoughts

• Tax expenditures are not always bad
• Unless the benchmark is optimal

• The problem is making their costs (and 
benefits) transparent
• This can increase measured government 

expenditures by several percentage points
• The research priorities are to improve the 

accuracy of  both the cost estimates and 
the valuation of benefits


