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The Institut des politiques publiques (IPP) wascreated by PSE and developed through a sci-entific partnership between Paris School ofEconomics (PSE) and Groupe des écoles na-tionales d’économie et de statistique (GENES).The aim of the IPP is to promote quantitativeanalysis and evaluation of public policy usingcutting-edge research methods in economics.

Redistributive effects of 2017–2022
social spending and tax reforms for
French households
Numerous social spending and tax reforms were decided during the 2017–2022
French presidential term. On average, these measures improved households’ stan-
dard of living by 1.9%, essentially due to reductions in compulsory levies. However,
this average effect masks strong heterogeneity according to the level of household
income. Although these reforms led to an average increase in disposable income for
all households classified by standard-of-living percentile, the gains were only 0.8% for
the poorest 5%, compared with 3.3% for the wealthiest 1%. In line with the govern-
ment’s objectives of encouraging work, the employed experienced an average gain
of 2.6%, compared with 0.6% for pensioners and a loss of 1.1% for the unemployed.
These effects are due to the switch of social security contributions to the CSG (contri-
bution sociale généralisée), revaluation of the employment bonus (prime d’activité) and
the reform of unemployment insurance. The larger gains for the highest incomes can
be explained both by the transformation of the wealth tax (impôt de solidarité sur la
fortune, ISF) into the tax on real estate assets (impôt sur la fortune immobilière, IFI) and
by the introduction of the single flat-rate levy (prélèvement forfaitaire unique, PFU)
on capital income. Within each standard-of-living percentile, there is a significant
share of losers — 24% on average — despite positive average gains. The combination
of increases in indirect taxation (tobacco and energy) with certain reductions in so-
cial benefits (housing) or their revaluation below inflation (especially for retirement
pensions) has had a negative impact on the disposable income of certain households
which have not necessarily benefited from the reductions in compulsory levies.

� The social spending and tax reforms of the 2017–2022 presidential term led to net trans-
fers to households, mainly as a result of a €24.4 billion reduction in compulsory levies.

� All standard-of-living percentiles saw positive gains on average, for an average effect of
1.9% on the initial corrected standard of living. The poorest 5% benefited from an increase
of 0.8%, compared to 3.3% for the wealthiest 1%.

� Employed people benefited from an average gain of 2.6%, compared to 0.6% for pension-
ers and a loss of 1.1% for the unemployed.

� The heterogeneity of the effects is strong, even within the same income level, with nearly
24% of people losing compared to 67% gaining o n average.

� The redistributive effects of these socio-fiscal reforms cannot be equated with the impact
on purchasing power. This must take into account variations in the price index and the
impact of the measures on households’ primary income.

� We conduct a replication exercise of the analysis by the French Treasury. The difference
with our results is essentially due to the difference in the range of reforms considered:
measures implemented during the 2017–2022 presidential term (Treasury) versus mea-
sures decided during this period (IPP).
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In the wake of the April 2022 French presidential elec-tion, it is useful to present an analysis of the redistribu-tive impacts of social spending and tax reforms over the2017–2022 presidential term. With this objective, thispolicy brief assesses the impacts on income redistributionof measures relating to compulsory levies and social ben-efits for households. The aim is to assess the impact ofthese reforms on public finances and to measure changesin compulsory levies and social benefits for different cat-egories of households in order to evaluate the extent towhich they have been affected differently by the mea-sures analyzed.
Numerous and varied reforms were decided during thepresidential term: a capital tax cut, motivated by the de-sire to boost investment; tax cuts and increased socialbenefits for the employed; one-off revaluations of certainbenefits; revaluation below inflation of other social bene-fits; increases in energy and tobacco taxes, etc. These dif-ferent measures are likely to have affected French house-holds in very different ways, which justifies an analysis ofall their impacts on income redistribution.
This policy brief looks in detail at these different devel-opments, and highlights a striking fact: while the gains in-duced by these socio-fiscal reforms are on average clearlypositive for all living standards, heterogeneity dominates.A quarter of the population can be characterized as hav-ing lost out in terms of standard of living, and the changesin compulsory levies and social benefits differ greatly ac-cording to the standard of living or employment status ofindividuals. Analysis is therefore essential if we wish tounderstand why a significant proportion of French house-holds have missed out on the overall rise in living stan-dards due to the socio-fiscal measures studied.
The results presented in this policy brief are part of a se-ries of evaluations of government budgets, social spend-ing and taxation carried out by IPP teams using its mi-crosimulation tools (see, for example, Ben Jelloul et al.,2019 et Fabre et al., 2020). Other teams regularly publishstudies on the same issues, sometimes with different re-sults and conclusions. In addition to the IPP, three teams(Insee, the Treasury and OFCE) have evaluated some ofthe changes in socio-fiscal legislation that occurred dur-ing the 2017–2022 presidential term (see, for example,Direction générale du Trésor, 2021 ou Madec, Plane, andSampognaro, 2022). To identify potential sources of di-vergence, this policy brief conducts a replication exerciseof the Treasury’s estimates. This exercise suggests thatthe differences in results observed are largely explainedby differences in the range of reforms studied.

Measuring redistributive effects

The results presented in this study are based on the useof the TAXIPP microsimulation model, developed at IPP(cf. Annex A). This model applies a socio-fiscal calculatorto a database that is representative of the French popula-tion, allowing the simulation of taxes and social benefitsfor each household or individual, before and after reforms.In this way, we can estimate the budgetary and redistribu-tive effects of social spending and tax reforms on Frenchhouseholds.
Which effects are assessed?
This policy brief aims to assess the redistributive impactsof the social spending and tax reforms of the 2017–2022presidential term. The methodology consists of compar-ing two socio-fiscal systems: a ’counterfactual’ systemwhich corresponds to the system in force at the begin-ning of the presidential termwith the simple application ofthe statutory revaluations of parameters; and a ’reformed’system incorporating all the reforms decided during thepresidential term. The simulation of the reforms is carriedout using a database representative of the French popula-tion at the beginning of the presidential term (2016 data)to isolate the direct effect of the reforms decided between2017 and 2022. Our analysis therefore consists of eval-uating the variations in net transfers — monetary socialbenefits less compulsory levies — received by householdsas a result of the application of the social spending andtax reforms analyzed. This approach therefore makes itpossible to visualize the impact of the 2017–2022 mea-sures in terms of monetary redistribution, by comparingthe variations in net transfers according to the criteria ofliving standards (from the poorest to the most affluent),or other household characteristics.

The redistributive impact of social spending and tax re-forms should not be confused with the ’total effect of thepresidential term on purchasing power’.

It is important to stress that the redistributive impact ofsocial spending and tax reforms should not be confusedwith the ’total effect of the presidential term on purchas-ing power’, for at least three reasons. First, variation inpurchasing power is not equivalent to variation in dis-posable income: although variation in the price index af-fects purchasing power, it is not taken into account in theimpact of the social spending and tax reforms. Second,the reforms decided during the presidential term werenot limited to socio-fiscal measures: regulation and publicspending choices also have repercussions on purchasingpower. Third, our analysis assesses the impact of socio-
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This policy brief assesses the changes in the ’standard of living’ of households induced by the social spending and tax reforms decided duringthe 2017–2022 presidential term. This does not correspond to the effects of all the measures of the presidential term on household ’purchasingpower’, and even less to changes in household purchasing power during the presidential term.
Standard of living and purchasing power are two very different concepts

The measurement of purchasing power is distinct from households’ standard of living for two reasons. First, the notion of purchasing power,as measured by the national statistics bureau (Insee), depends not only on households’ disposable income, but also on other factors such asnon-monetary transfers (public education services, for example) or the ’imputed rents’ of owner-occupied households (Billot and Bourgeois,2019). On the other hand, purchasing power links this measure of income to a price index. Variation in purchasing power therefore correspondsas much to variation in income as to variation in consumer prices. These measurement issues are all the more important as they are associatedwith differentiated impacts between households. For example, assessing redistributive effects in terms of purchasing power requires taking intoaccount the differences in consumption structure between households, since these differences in structure imply that the different categories ofhouseholds are not affected in the same way by a given price variation.
For living standards alone, other factors come into play

Even if we limit ourselves to household living standards, which do not correspond to ’purchasing power’, it is important to emphasize thatthis policy brief does not assess the overall changes during the presidential term, but rather the changes induced by the ’static’ effects of thesocio-fiscal reforms analyzed, with primary incomes (before redistribution) unchanged. Although some behavioral reactions are taken into accountin the analysis, not all are covered. The reforms analyzed may have had an impact on household incomes before redistribution, which we do nottake into account (see for example Bach et al., 2021a, Bach et al., 2021b, Lefebvre et al., 2021). In addition, this policy brief focuses on permanentsocio-fiscal measures aimed at households and does not attempt to cover all the measures of the presidential term that may have had an effect onpurchasing power. Finally, incomes before redistribution change over time due to factors other than the reforms decided during the presidentialterm. During the 2017–2022 period, an obvious example is the health crisis, which has necessarily affected incomes before redistribution. Theeffect of this crisis also requires consideration of the emergency measures that were implemented by the public authorities, which are not takeninto account in this policy brief.
Data needed to measure changes in purchasing power over the presidential term are not yet available

To examine the causal effect of social spending and tax reforms on the distribution of income before redistribution — in other words, on thedistribution of primary income — or even simply to describe changes in income or purchasing power, it is necessary to have precise data onhousehold income. However, as household tax information is not yet available to researchers for the years after 2019, we cannot take into accountchanges in the distribution of income before redistribution that may have taken place during the presidential term, particularly in the context ofthe health crisis.

Box 1: The redistributive effects of socio-fiscal reforms are not changes in purchasing powerBox 1: The redistributive effects of socio-fiscal reforms are not changes in purchasing power

fiscal measures on unchanged primary income (before re-distribution). However, primary incomes may have beenaffected during the presidential term both by the mea-sures studied and by other factors. Box 1 discusses thesedifferences in more detail and highlights the impossibil-ity, given the current state of available data, of making arobust estimate of the full impact of the 2017–2022mea-sures on household purchasing power.
Which measures are considered?
The TAXIPP 2.1 model covers all socio-fiscal measuresfor households: that is, the taxes for which they are li-able and the social benefits they receive in cash. This pol-icy brief examines the permanent measures that were de-cided during the presidential term and that concern theseprograms.1 This coverage calls for several comments.
First, we consider the measures associated with theschemes covered by the TAXIPP model, the objective ofwhich is to model the monetary redistribution of the en-tire public administration sector for national accountingpurposes. This implies that our focus should not be lim-

1The unemployment insurance reform is taken into account in thisstudy, although it is not covered by the TAXIPP model. We repeat herethe Treasury’s findings published in the ’Rapport économique, social etfinancier’ (RESF) of the 2022 budget bill (PLF, pp. 46 and 52).

ited to measures taken by the government alone. Fur-thermore, taking into account permanent reforms meansthat we only consider measures that are intended to belong-term, which excludes, for example, the exceptionalsocio-fiscal measures taken during the presidential term(emergency measures due to the health crisis or the risein energy prices). Finally, it is important to note that themeasures decided during the presidential term do not nec-essarily coincide with those that came into force duringthe same period. The differences concern, on the onehand, measures decided during the previous presidentialterm, but which only came into force during the currentpresidential term, and on the other hand, measures whichwill only come into full effect during the next presiden-tial term. This concerns the housing tax (taxe d’habitation,TH) in particular, the total abolition of which will only beeffective in 2023. Our analysis is based on the measuresdecided during the presidential term, and we also presentan analysis of the measures that came into force duringthis period in order to document the implications of thisdistinction in terms of the range of measures analyzed.
Representation of redistributive effects
In this study, we present the average changes in net trans-fers per initial standard-of-living percentile. Individuals
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are classified according to the initial standard of living oftheir household and are divided into 100 categories. Ahousehold’s standard of living is its disposable income di-vided by its number of consumption units (CU). Dispos-able income is monetary: it corresponds to the sum ofhousehold income, net of tax and social transfers — thatis, after payment of direct compulsory levies and receiptof monetary social benefits.2 The number of consump-tion units is a measure of household size that aims totake into account the economies of scale associated withshared expenditure.3 The ’initial’ standard of living is cal-culated with the counterfactual socio-fiscal system. Indi-viduals belonging to the first percentile are therefore the1% of individuals with the lowest initial standard of liv-ing, while individuals in the 100th percentile are the 1%of individuals with the highest standard of living. For eachof these percentiles, we present the average variations innet transfers per consumption unit of the individuals asinduced by the reforms analyzed. These variations are ex-pressed as a percentage of the corrected initial standardof living. The ’corrected’ standard of living corresponds tothe standard of living to which taxes on tobacco, fuel andgas are added. Table 1 shows the average initial standardof living for a few key percentiles, to give an overview ofthe income levels associated with each percentile. Dueto the volatility of the measurement of living standardsfor the first five percentiles, these are aggregated in ouroverall analysis.4
In this study, we consider the entire French population,with the exception of individuals living in a householdwhere the reference person is a student. This exclusion ismotivated by the fact that among individuals aged 18 to24, students who no longer live with their parents are par-ticularly concerned by the financial aid they receive fromtheir family, although the income associated with this aidis accounted for in the household of the supporting fam-ily (Portela and Raynaud, 2020). This prevents a reliablemeasure of the standard of living of student households.

2Household disposable income does not take into account indirecttaxes, in the sense that we do not subtract these taxes from incomebefore redistribution to calculate disposable income. This is because in-direct taxes affect prices, not income as such. Thus, the classification ofindividuals into percentiles does not take these taxes into account.3The first adult in the household counts as 1 consumption unit. Eachadditional person aged 14 and over counts as 0.5 units, and each addi-tional person under 14 counts as 0.3 units.4For the first five percentiles, we consider the average effect notwithin each of these percentiles, but within this 5% of the population.There are two reasons for this choice. On the one hand, the initial stan-dard of living of the poorest 5% of individuals during a given year refersto very heterogeneous situations, which may be due to lasting situationsof great precariousness, or to a temporary drop in income that makestheir reported standard of living unrepresentative of their standard ofliving over a longer period. On the other hand, the initial living stan-dards of the first percentiles are by definition the lowest, which makesthe variations in net transfers expressed as a percentage of these livingstandards very sensitive.

Table 1: Initial average living standards for the mainpercentiles
Percentile Initial average living standards
1st to 5th 00 620 e / month010th 00 969 e / month020th 01,241 e / month030th 01,466 e / month040th 01,669 e / month050th 01,872 e / month060th 02,090 e / month070th 02,345 e / month080th 02,696 e / month090th 03,338 e / month095th 04,060 e / month099th 06,123 e / month100th 11,385 e / month

Notes : This table provides information for a few key percentiles on the averageinitial standard of living of individuals in each of these percentiles. The first rowcorresponds to the average initial standard of living within the first five percentiles(see the section on the main results for a justification of this representation).Interpretation: Households in the 50th percentile have an average initial standardof living of €1,872 per month.Sources : TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.

2017–2022 social spending and tax re-
forms aimed at households

This section describes the socio-fiscal reforms of the pres-idential term that apply to households and are coveredby this study, distinguishing between measures relatingto compulsory levies and those relating to social benefits.This description is accompanied by an estimate of the ag-gregate effects of these measures, which are presented inTable 2.

An overall reduction in taxes

The measures relating to compulsory levies represent areduction of €24.4 billion in annual tax revenue. Thisoverall reduction covers various measures, which can in-crease or decrease the taxes on households.
The most important measure in terms of budgetary im-pact is the abolition of the housing tax on primary resi-dences. According to our simulations, this measure rep-resents a reduction of €17.6 billion in taxes for house-holds. This abolition came into effect gradually from 2018to 2020 for the less affluent 80% of households, and isdue to be increased from 2021 to 2023 for the remaining20% of households.
Social security contributions and levies have been subjectto several reforms. On the one hand, working people ben-efited from a reduction in their employee social securitycontributions, which was financed by a 1.7-point increase
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in the CSG for all income from work, capital and retire-ment pensions (social security contributions-CSG switch).On the other hand, themerger of the Agirc and Arrco sup-plementary pension schemes negotiated by social part-ners has also led to increases in contributions for employ-ees in these programs. In addition, overtime has been ex-empted from old-age pension contributions. These mea-sures have resulted in a reduction in social security contri-butions of €24.9 billion per year. This reduction is accom-panied, as part of the switch, by an increase in social se-curity contributions, with two measures aimed at reduc-ing the CSG burden for the poorest pensioners: the 2019social security law relaxed the eligibility requirements forthe reduced CSG rate (or full exemption) on replacementincome. In addition, the 2018 CSG increasewaswaived atthe end of 2019 for pensioners receiving a pension of lessthan €2,000 permonth. In total, we estimate that revenuefrom CSG and other flat taxes increased by €21.6 billionannually as a result of these reforms.
Several income tax cuts have also been introduced. Start-ing in 2020, the progressive scale has been modified toreduce taxation of those in the first tax bracket. Their ratehas been reduced from 14% to 11%, along with an adjust-ment of the thresholds of the upper brackets. Tax reduc-tion was also achieved by extending the low-tax discountmechanism and eliminating the means-tested reductioncreated in 2016 (see Fabre et al., 2020, for a detailed pre-sentation of this reform). On the other hand, the singleflat-rate tax (PFU) created in 2018 led to the taxation ofcapital income (excluding property income) at a flat rate of12.8% for income tax purposes, although taxpayers couldstill choose to opt for the progressive scale.5 Finally, over-time has become exempt from income tax up to a certainlimit. In total, income tax reductions amount to €6.5 bil-lion annually.
Another important measure concerns the replacement ofthe solidarity tax on wealth (ISF) by the tax on propertywealth (IFI). This reform consisted in only keeping real es-tate assets as the basis for the specific taxation of highwealth. According to our simulations, it will result in anannual reduction in compulsory levies of €2.9 billion.
Alongside these tax cuts, there have also been increases.The level of energy taxation increased in 2018. This taxthen remained stable from 2019 onwards. We estimatethe additional revenue from this tax at €2.1 billion annu-ally.
Tobacco taxation has also increased during the presiden-

5The PFU is often associated in the public debate with the 30% "flattax". This name refers to the sum of the PFU at 12.8% and social secu-rity contributions, the overall rate of which has been raised from 15.5%to 17.2%. For capital income eligible for the PFU, taxation under allthese schemes is therefore 30%. For property income, however, onlythe increase in social security contributions applies. Life insurance with-drawals are also a special case, as they were already subject to flat-ratelevies.

Table 2: Total effects of the socio-fiscal measures of the2017–2022 presidential term (in billions of euros)
Compulsory levies (i) - 24.4
Housing tax - 17.6Income tax - 06.5Social security contributions included in the CSG switch - 26.2Other social security contributions + 01.3CSG and other flat taxes + 21.6Wealth taxes (ISF/IFI) - 02.9Energy taxes + 02.1Tobacco taxes + 03.8
Social benefits (ii) - 01.6
Employment bonus + 04.1Youth guarantee / CEJ + 01.1Disabled adult allowance (AAH) + 00.7Minimum old age pension (Aspa) + 00.6Energy voucher + 00.3Childcare benefit (Paje) - 00.7Unemployment benefit - 01.8Housing benefit - 02.0Retirement pensions - 03.5Other social benefits - 00.4
Impact on household disposable income (ii) - (i) + 22.8

Notes : This table presents the aggregate effects in billions of euros of the socio-fiscal measures analyzed, estimated by applying the methodology described in theprevious section. The first part of the table shows the effects of these measureson the revenues of each category of compulsory levies. The second part presentsthe effects on social benefit expenditure. Each of these effects potentially groupsdifferent measures. For example, the item "Income tax" describes the change in taxrevenue for this tax as a result of all the socio-fiscal measures analyzed, and not asa result of one or several measures in particular. It therefore includes the reformof the income tax scale, the introduction of the PFU, as well as all the indirecteffects of other measures (e.g. a reduction in social security contributions impliesan increase in taxable income and therefore an increase in income tax).Sources : TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.

tial term, with successive increases between 2018 and2020, which we estimate will bring in €3.8 billion in ad-ditional revenue per year.
In total, we estimate the tax cuts to be €24.4 billion peryear, compared to a situation in which these measureswere not adopted.

Less generous social benefits on average

Although the government highlights the reduction intaxes and social security contributions, the overall changein social benefits is less favorable for households’ dispos-able income: some schemes targeted at specific popula-tions have been revalued above the rate of inflation, butothers, covering a broader population, have been revaluedbelow inflation.
The employment bonus (prime d’activité) has been reval-ued twice during the presidential term. After a €20 in-crease in its basic amount in October 2018, the economicand social emergency law increased themaximumamountof the individual bonus by €90 and extended eligibility, byawarding this newmaximum amount to those on the min-imum wage (Smic), instead of 80% of the minimum wageas before. The budgetary effect of this new bonus wasreinforced by the increase in its uptake in 2019 as a resultof the strong media coverage of the reform. In total, we
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estimate that the increase in benefits resulting from theemployment bonus will amount to €4.1 billion per year.
The Youth Guarantee (garantie jeunes) has been gradu-ally implemented during the presidential term. The num-ber of Youth Guarantee contracts increased from 100,000to 200,000 in 2021, before being replaced by the CEJ(contrat d’engagement jeunes), which budgets for 400,000contracts. The additional amount of benefits under thisscheme is estimated at €1.1 billion annually.
The minimum old-age pension (Aspa) and the disabledadults’ allowance (AAH) have also been increased sev-eral times during the presidential term. The Aspa hasbeen the subject of three exceptional increases totalling€95, while the AAH has undergone two exceptional in-creases, in 2018 and 2019, for a total increase of €80.For the AAH, a tax deduction of €5,000 per year has alsobeen introduced on the income of claimants’ spouses, plus€1,100 per dependent child, replacing the previous de-duction of 20% on the income of the partner, and thishas increased the overall amount of benefits under thisscheme. In total, we estimate the additional expenditureon the Aspa and AAH to be €600million and €700millionper year respectively.
Transfers received by households under the energyvoucher scheme have also increased as a result of thepresidential term measures, amounting to €300 millionannually according to our analysis.6 This scheme was infact increased in 2019 by an average of €50 and its eligi-bility conditions were made more flexible, increasing thenumber of beneficiaries from 3.6 to 5.7 million between2018 and 2019.7
On the other hand, some benefits have been reduced invarious ways. Most pensions and social benefits (hous-ing and family benefits, basic pensions, and those for dis-ability, sickness and work accidents, as well as the AAHfor 2020) have been revalued by 0.3% in 2019 and 2020,instead of the default adjustment for inflation. In total,these under-indexations represent a €400 million drop insocial benefits for schemes that have only been affectedby these measures. For retirement pensions, this resultsin a reduction in the amounts paid to pensioners of €3.5billion annually.8
Housing benefits have been reduced overall as a result

6The other measures associated with energy consumption (creationof MaPrimeRénov’ to replace the energy transition tax credit (Crédit
d’impôt pour la transition énergétique, CITE) and other measures by thehousing agency (Agence nationale pour l’habitat, ANH), an increase in theconversion bonus, extension of the ecological bonus and the mileage al-lowance system, tax exemption of the fuel voucher, and an increase inthe boiler conversion bonus) would require data specific to the use ofthese measures, and they are therefore not taken into account in thesesimulations.7SeeDREESOverview, ’Minima sociaux et prestations sociales’ 2021,p. 265.8A harmonization of the revaluation dates was also announced: thatof the Aspa was brought forward to 1 January 2019 instead of 1 April

of several measures. In addition to the 2019 and 2020under-revaluations, these benefits were reduced by a flatrate of €5 in October 2017 and then frozen in 2018. Fi-nally, housing benefit was subject to a more structuralmeasure, which consists of making these schemes depen-dent on the resources received by households during theprevious rolling 12 months, instead of the resources ofthe year before last (see Dutronc-Postel, Fabre, and Lalle-mand, 2021). In total, we estimate the reduction in hous-ing benefit caused by all these measures at €2 billion peryear.9
The childcare benefit for young children (Prestation
d’accueil pour jeunes enfants, Paje) was also subject todownward adjustments in 2018, through a reduction inthe basic allowance at partial and full rates, and an align-ment of income ceilings for the basic allowance, birth andadoption bonuses, and the supplement for free choiceof childcare arrangements (Complément libre choix mode
de garde, CMG) with those for the family supplement.These measures, combined with the under-revaluationdescribed above, result in a reduction of €700 million inthe annual amount of benefits paid under the Paje.
Lastly, unemployment insurance has also been reformed,with three main measures: a change in the calculation ofthe daily reference wage; an accelerated degressivity ofbenefits; and increasing the contribution period for open-ing or topping up entitlements from four to six months.These measures result in an annual reduction of €1.8 bil-lion in unemployment benefits paid to households in 2022compared to a situation in which this reform was not im-plemented.10
Together, these measures relating to social benefits implya reduction in benefits paid of around €1.6 billion per year.When the reduction in compulsory levies is taken into ac-count, this results in an increase in the disposable incomeof households due to these reforms of around €22.8 bil-lion per year. Beyond these aggregate amounts, thesemeasures are diverse in nature and affect different groups,so it is important to analyze their redistributive effects.

2019, while that of retirement pensions was pushed back from 1 Octo-ber 2018 to 1 January 2019. This delay in the revaluation of retirementpensions is not taken into account in our simulations.9The presidential term also introduced a means-tested rent reduc-tion (Réduction de loyer de solidarité, RLS) for tenants living in subsidizedhousing or housing managed by a semi-public company that is eligiblefor housing subsidies. This rent reduction leads to a reduction in hous-ing benefit of 98% of the amount of the RLS. The RLS and its effect onhousing benefit are also taken into account in our analysis.10Unemployment insurance has been opened up to employees whohave resigned and to the self-employed, subject to several conditions.In order to receive unemployment benefits, resigning employees mustprove five years of service in their previous job and present a project ofprofessional reconversion. Self-employed workers can receive €800 permonth for six months in the event of bankruptcy, if the activity lastedat least two years, with at least €10,000 in turnover over the last twoyears. In the absence of information to assess all these conditions, thesetwo measures are beyond the scope of our analysis.
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Redistributive effects of socio-fiscal re-
forms

Figure 1 represents, for each percentile of the initial stan-dard of living, the impact of all the measures analyzedon the net transfers per CU received by households, ex-pressed as a percentage of their corrected initial standardof living. This graph shows the extent to which the socio-fiscal reforms of the presidential term aimed at house-holds have modified the redistribution effected by com-pulsory levies and social benefits.
The first salient fact is an increase in net transfers per unitfor the entire income distribution. According to our esti-mates, the social spending and tax reforms analyzed leadto an average increase in net transfers per CU of 1.9% ofhouseholds’ corrected standard of living. Moreover, thisoverall increase in net transfers (or decrease in net taxes)results in average increases for all standard-of-living per-centiles.

The social spending and tax reforms analyzed lead to anaverage increase in net transfers per CU of 1.9% of house-holds’ corrected standard of living.

Beyond this average effect, this figure also suggestsheterogeneous effects between standard-of-living per-centiles. The smallest increases are seen for the poorest5% of individuals (+0.8%). These increases then vary be-tween +1.2% and +2.4% between the 7th and 99th per-centiles, reaching +3.3% for the richest 1% of individuals.

Heterogeneous effects

This heterogeneity between living standard percentiles isthe result of the combination of a large number of reformsaffecting various schemes. Figure 2 breaks down the ef-fects of Figure 1, showing for each percentile the varia-tions relating to different socio-fiscal schemes. Figure 3completes this decomposition by showing the effects ondifferent social benefits.
For the poorest 5% of individuals, the overall effect of+0.8% is the result of very heterogeneous effects of thedifferent reforms on their net transfers per CU. These in-dividuals are notably the most affected by the increasesin indirect taxation (-1.6%), and are relatively affected bythe unemployment insurance reform. On average, theyare also beneficiaries of increases in net transfers due tothe revaluation of the energy voucher and the abolition ofthe housing tax, but mainly due to increases in social ben-efits. More specifically, the measures that lead to these

increases for the poorest individuals are the increase inthe number of Youth Guarantee/CEJ contracts and theincreases in the employment bonus. This overall positiveeffect on the poorest 5% of individuals is thus largely dueto the positive effect of social transfers concentrated onyoung and working people in these percentiles.
The larger increases in net transfers per CU observed be-tween the 10th and 17th percentiles are essentially due tosocial benefits, which increase more for these populationcategories. Here again, these larger increases are mainlydue to increases in the employment bonus and are con-centrated among active workers. They are also explainedto a lesser extent by the social security contributions-CSGshift, which increased the net transfers received on la-bor income (and decreased those associated with otherincome, excluding unemployment benefits). The largerincreases in net transfers per CU relative to the middleof the distribution observed between the 70th and 80thpercentiles are linked to income tax cuts, notably the2020 reform of the income tax scale. Finally, the max-imum effect of +3.3% for the richest 1% of householdsis explained on the one hand by the abolition of the ISFand its replacement by the IFI, and on the other hand bythe introduction of the PFU, which is included in the in-come tax. The combined impact of these two reformson the standard of living of the wealthiest householdsis much greater than that of the main measures that re-duced the net transfers received by these households, i.e.the Agirc-Arrco merger, which particularly affected non-managerial employees with high salaries, and the socialsecurity contributions-CSG switch, which increased socialsecurity contributions on capital income.

The smallest increases are seen in the poorest 5% of thepopulation (+0.8%). These increases then vary between+1.2% and +2.4% between the 7th and 99th percentiles,reaching +3.3% for the wealthiest 1%.

Beyond these differentiated effects by standard-of-livingpercentile, our results underline the fact that the positiveoverall effects on net transfers per CU received by house-holds are largely explained by the abolition of the housingtax. This reform benefited all households, especially thoseabove the 20th percentile, where the effects of this mea-sure are between +0.9% and +1.7% of the corrected initialstandard of living. The other measure whose effect cov-ers a large part of the percentiles is the under-revaluationof gross pensions. Its negative impact on net householdtransfers is much smaller, however, and concerns only re-tired households.
Figure 3 completes this overall analysis by breaking down
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Figure 1: Total effect of the reforms analyzed on net transfers received by households (in % of the corrected initialstandard of living) — per initial standard-of-living percentile
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Institut des politiques publiques, 2022

Notes: For each initial standard-of-living percentile, this figure shows the average effect on net transfers per CU of individuals in the percentile. For each percentile, it is theratio of the average change in net transfers per CU of the households of individuals in that percentile to the average corrected initial standard-of-living of the households towhich those individuals belong. The red line corresponds to the same ratio, calculated on the whole population. For the poorest 5% of individuals, we calculate an overallaverage for the first five percentiles. See the main text for the justification of this choice.Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.

Figure 2: Cumulative effect of the reforms analyzed on the amount of each category of tax and benefit (in % of thecorrected initial standard of living) — per initial standard-of-living percentile
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Measure
Housing Tax
Social benefits
Gross pensions
Direct taxes w/o TH/ISF
CSG switch
Other social security
Indirect taxes
Wealth taxes
Energy voucher
Unemployment benefit

Notes : For each initial standard-of-living percentile, this figure shows the average effect on each category of tax and social benefit for individuals in the percentile. For eachpercentile and category, it is the ratio between the average change in the amount per CU of the category’s provisions for the households of the individuals in that percentileand the average corrected initial standard of living of the households to which these individuals belong. For the poorest 5% of individuals, we calculate an overall average forthe first five percentiles. See the main text for the justification of this choice.Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.
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the variations due to social benefits. The revaluationsof the employment bonus represent the most importantvariations, as documented previously. Aspa and AAHadjustments have, as expected, a positive effect on nettransfers per CU received, with particularly large effectsfor households in the 6th and 7th percentiles. This con-centration is natural, as it corresponds to the standard ofliving that most beneficiary households reach as a resultof these schemes. Increases in the number of Youth Guar-antee/CEJ contracts have effects across the distribution,with stronger effects for the poorest 5% of individuals(+0.7% of their corrected initial standard of living). Sincethese are supplementary contracts, these effects are ex-plained by the existence of new beneficiaries, and notby an increase in the benefits received by the pre-reformbeneficiaries. Several decreases in benefits are also ob-served: for family benefits, particularly at the bottom ofthe distribution (-0.4% of the corrected initial standard ofliving for the first five percentiles), as well as for hous-ing benefits, essentially concentrated between the 15thand 39th percentiles as a result of the means-test reform(Dutronc-Postel, Fabre, and Lallemand, 2021).
Figure 3: Total effect of the reforms analyzed on theamount of the various social benefits (in % of thecorrected initial standard of living) — by percentile
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Notes : For each initial standard-of-living percentile, this figure shows theaverage effect on each cash welfare benefit for individuals in the percentile. Foreach percentile and welfare benefit, it is the ratio between the average change inthe amount of the welfare benefit per CU for the households of individuals inthat percentile and the average corrected initial standard of living of thehouseholds to which those individuals belong. For the poorest 5% of individuals,we calculate an overall average for the first five percentiles. See the main text forthe justification of this choice.Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.

Strong horizontal heterogeneity

This section aims to complete the analysis of the hetero-geneity of the redistributive effects of the measures stud-ied, by focusing on dimensions other than households’standard of living, or by looking at indicators other than

the average variations in net transfers within percentiles.
First, we analyze the heterogeneity of redistributive ef-fects according to the employment status of households.This dimension seems relevant insofar as many reformstarget particular employment statuses (reform of the em-ployment bonus, reform of unemployment insurance,under-revaluation of pensions, etc.).
Figure 4 highlights the great heterogeneity of the redis-tributive effects between the different employment sta-tuses. This figure represents the same results as Figure 1,but separately for three types of households, dependingon whether the reference person is employed (Fig. 4a), re-tired (Fig. 4b), or unemployed (Fig. 4c).11 On average, wesee relatively large increases in net transfers as a functionof the corrected standard of living for employed house-holds (+2.6%), decreases for those who are unemployed(-1.1%), and relatively moderate effects for the retired(+0.6%).
The relatively large increases for individuals in employedhouseholds can be explained by the measures in favor oflabor income, namely the increases in the employmentbonus, the switch from social security contributions toCSG, and the exemptions for overtime, which came ontop of more general measures that increased net transfersto households (abolition of the housing tax, 2020 incometax reform). The particularly significant effects for the firstpercentiles can be explained in particular by increases inthe employment bonus.
For individuals in retired households, the effects aresmaller. In addition to being less targeted by the reformsaimed at the employed, pensions were revalued below in-flation in 2019 and 2020. In addition, retirement pensionsabove €2,000 per month suffered an increase in socialcontributions as part of the social security-CSG switch.Nevertheless, there are relatively large and localized pos-itive effects for the poorest retired households, who ben-efited from the increase in the minimum old-age pension(Aspa), and for the wealthiest, who benefited from mea-sures on capital income.
For individuals in unemployed households, the decreasesin net transfers are largely explained by the reform of un-employment insurance.

11The employment status of an individual is defined according to thestructure of their income. We consider the annual amount of their la-bor income, retirement pension and unemployment benefit. If at leastone of these three amounts is higher than €2,500, we assign the indi-vidual to the income category with the highest amount. If none of thesethree incomes are above this threshold, the individual is classified in the"others" category.
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We observe relatively large increases in net transfers as afunction of the corrected standard of living for employedhouseholds (+2.6%), decreases for unemployed house-holds (-1.1%), and relatively moderate effects for retirees(+0.6%).

In view of this significant heterogeneity of redistributiveeffects, it seems important not to limit ourselves to aver-age effects on household transfers, but to characterize theshare of winners and losers within each percentile. Fig-ure 5 shows the results of this exercise. It presents theshare of "winners" and "losers" for each standard-of-livingpercentile, defined respectively as those whose house-hold standard of living increases by at least €5 per month,or decreases by at least the same amount. Individuals inneither of these two categories are said to be "neutral".While the average effects on net transfers are positivefor all percentiles, there is a non-negligible share of losersall along the distribution, corresponding to 24% of losersin the whole population. The lower the percentile, thegreater the share of losers: 14% of the top 1% are losers,while 58% of the poorest 5% have seen their net trans-fers decrease as a result of the reforms analyzed. For thefirst five standard-of-living percentiles, the fact that thereis a majority of losers while there is an average increase innet transfers can be explained by relatively large increasesin net transfers, but targeting a small share of individualsin these percentiles (increase in the Youth Guarantee/CEJcontracts, increase in the employment bonus). Symmetri-cally, the share of winners increases with the standard-of-living percentiles, ranging from 24% for the first fivepercentiles, to 85% for the top 1%.

While the average effects on net transfers are positive forall percentiles, there is a significant share of losers alongthe distribution, corresponding to a 24% share of losers inthe total population.

Temporality of the measures

Regarding the scope of the measures studied, our anal-ysis focuses on the reforms decided during the presiden-tial term, as they became fully operational. This scope hastwo implications in terms of the time frame of the mea-sures analyzed. On the one hand, we simulate the im-pact of the total abolition of the housing tax, includingthe wave that will come into effect in 2023. On the otherhand, we do not include the measures decided during theprevious presidential term butwhich came into effect dur-

Figure 4: Total effect of the reforms analyzed on nethousehold transfers (in % of the corrected initialstandard of living) — by percentile and type of household
(a) "Employed" households
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Institut des politiques publiques, 2022(b) "Retired" households

Average effect: + 0.6 %
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Institut des politiques publiques, 2022(c) "Unemployed" households

Average effect: - 1.1 %
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Notes: This figure shows the redistributive effects of the reforms analyzed forthree subpopulations, with the same representation rules as in Figure 1. Thesethree subpopulations correspond respectively to individuals belonging toemployed, retired, or unemployed households (see the main text for thedefinition of these categories). The standard-of-living percentiles are thosecalculated on the total population (e.g., an individual in the 50th percentile inFigure 1 is located in that same percentile in this sub-population analysis). Thisimplies that in each of these three figures, the different percentiles of the samehousehold category do not necessarily contain the same number of individuals.Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.
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Figure 5: Share of "winners" and "losers", by living standards percentile
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Notes: For each initial standard-of-living percentile, this figure represents the share of individuals in three household categories: households for which the changes in nettransfers per CU are negative and greater than or equal to €5 per month ("losing" households), households for which these changes are positive and greater than or equal to€5 per month ("winning" households), and households for which these changes are strictly less than €5 per month in absolute value ("neutral" households).Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.

Table 3: Differences in scope between measures decidedand measures implemented during the 2017–2022presidential term
Measures decided before the 2017–2022 presidential term
and implemented during the 2017–2022 presidential termGeneralization of the energy voucherto replace social tariffsRevaluation of ASF, CF, RSATransformation of the tax reduction fordomestic employment into a tax credit
Measures decided during the 2017–2022 presidential term
and scheduled to take effect after 2022Completion (2023) of the housing tax reform

ing the 2017–2022 presidential term. Thesemeasures aredescribed in Table 3.
These differences imply that the evaluation of socialspending and tax reforms decided during a presidentialterm does not coincide exactly with the evaluation of thereforms implemented during that term. Figure 6 showsthe effect of this difference in the context of the 2017–2022 presidential term: the dark blue curve and shad-ing reflect the results of Figure 1, and correspond to theeffects of the measures decided during the presidentialterm. The orange curve and shading represent the ef-fects corresponding to measures implemented during thepresidential term. To be more precise, the reforms thatcame into effect during the presidential term include theeffects of the increases in the family support allowance(allocation de soutien familial, ASF), the family supplement

(complément familial, CF) and back-to-work welfare sup-port (revenu de solidarité active, RSA), which were decidedduring the previous presidential term, as well as the trans-formation of the tax reduction for employment of a do-mesticworker into a tax credit.12 The two blue and orangeshaded areas overlap a significant area of the graph, butnon-negligible differences are observed at the extremesof the distribution of living standards: the orange curve ishigher than the blue for the first third of the distribution,the two curves are very similar for the middle of the dis-tribution, and the blue curve is higher than the orange forthe last quarter of the distribution.

The evaluation of social spending and tax reforms decidedduring a presidential term does not coincide exactly withthe evaluation of the reforms implemented during thatterm.

The differences between the two curves at the bottomof the distribution of living standards can be explained bythe fact that the measures decided during the previouspresidential term and which took effect during the 2017–2022 term are mostly revaluations of measures targeting
12Due to the lack of data available to measure the effects of the abo-lition of social energy tariffs, we do not take into account the effects ofthe generalization of the energy voucher that replaced them, althoughthis measure came into effect in 2018 after being decided during theprevious presidential term.

11



IPP Policy Brief n◦81
Redistributive effects of 2017–2022 social spending and tax reforms

poor households: including these measures in the scopeof the current presidential term leads to an increase in theoverall effects measured for the first percentiles. At thetop end of the distribution, the latestwave of the abolitionof the housing tax, scheduled to come into effect in 2023,concerns the richest 20%of households. The fact that thislast wave is not included in the orange curve explains thelower values of the effects compared to our analysis (bluecurve).
Figure 6: Effects of measures decided or implementedduring the 2017–2022 presidential term
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Notes: This figure compares the total effects of the presidential term’ssocio-fiscal measures on net transfers per CU of households, depending onwhether we consider measures decided during the presidential term (blue curve)or measures implemented during the presidential term (orange curve). All arebased on the same rules of representation. The blue curve corresponds to theresults of this policy brief (those in Figure 1). The orange curve corresponds tothe results of an alternative simulation in which the reforms implemented duringthe presidential term are evaluated. See Table 3 for the differences betweenthese two sets of reforms.Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.

How can we explain the differences in
results between studies?

In this final section, we conduct a comparison exercise toexplain differences in results published by different orga-nizations on the same topic. A comparison of the resultspresented in the previous section with estimates fromprevious IPP studies is first documented in Box 2. Wethen make a comparison with recent work by the Trea-sury, followed by a replication of these results to identifypotential sources of divergence. Finally, we discuss theissues at stake in the choices about representation of re-distributive effects, given identical underlying results, inparticular regarding the differences induced by the levelof granularity in the representation of these effects.

Replication of Treasury estimates

The coexistence of several teams publishing results thatare sometimes different on similar subjects calls for acomparison exercise aimed at understanding the sources

of these possible differences. Because of the complex-ity of the models used, these sources can be numerous:data, modeling assumptions (imputation of use of bene-fits, consumption elasticities, tax optimization behavior,etc.), scope of the measures covered, among others. Thissection aims to contribute to understanding the differ-ences in results between existing analyses, by comparingour results with those of the redistributive balance sheetproposed by the Treasury in the ’Rapport économique, so-cial et financier’ (RESF) annexed to the 2022 budget. Inaddition to comparing these two sets of results, we iden-tify methodological differences that may explain them,and replicate our results by conforming as closely as pos-sible to the methodology used by the Treasury to see ifthis converges the value of the redistributive effects withthose of the RESF.
The results of this exercise are shown in Figure 7. Theblue bars are the results of this policy brief, while the redcurve represents the effects of the RESF (Graph 2 on page46). For ease of comparison, we reproduce the IPP resultsfrom this policy brief in population deciles, as used in theRESF.

Figure 7: Comparison of IPP and RESF results
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Notes: This figure shows three alternative curves of the total effects of thepresidential term’s socio-fiscal measures on net transfers per CU of households.All use the same representation rules. The blue bars correspond to the results ofthis policy brief (those of Figure 1), the only difference being that the results arerepresented by standard-of-living decile. The red curve corresponds to the"governmental" results, namely those of the RESF of the 2022 budget (p.46). Theorange curves correspond to the results of alternative simulations that we havecarried out applying certain RESF assumptions that differ from our analysis. Seethe main text for more details.Sources: TAXIPP 2.1 from Fidéli, Félin, DADS, BNS, ERFS, ISF-IFI files and Bdf.Rapport économique, social et financier, annexed to the 2022 budget, p.46.

The redistributive profiles represented by the burgundyred curve and the blue bars show, a priori, marked dif-ferences. On the one hand, the average level of effectsis different: we estimate an average impact on householdliving standards of 1.9%, while the Treasury estimates it at2.2%. On the other hand, the redistributive profiles of thetwo analyses are also different, particularly for the firstdeciles, where the effects of the RESF are greater (+4%for the first decile according to the RESF, as opposed to+1.3% for IPP).
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A first version of the results described in this policy brief was pre-sented at the Evaluation of the 2022 French Budget conference or-ganized by IPP andCepremap onNovember 16, 2021.a This box com-pares these two sets of results and specifies the improvements thathave been made since then to our modeling methods.The blue curve in the graph in this box represents the total effect ofthe analyzed reforms on households’ net transfers per CU as a pro-portion of their corrected initial living standard (same results as inFigure 1), while the green curve corresponds to the results as pre-sented in November. Overall, the estimated redistributive effects arequalitatively similar. The smallest effects are always in the top fivepercentiles, and the overall shape of the two curves is very similar,with a slightly higher average increase in net transfers, from 1.6% to1.9%. Of this 0.3 percentage-point increase, 0.2 percentage pointsis explained by improvements in income tax calculations. The differ-ences at the extreme ends of the distribution are relatively larger. Forthe first five percentiles, the differences are mainly explained by theinclusion in our new simulations of the creation of the CEJ to replacethe Youth Guarantee, which increases the number of contracts from200,000 to 400,000, a measure that was not included in our previousanalysis because it was announced in early November 2021. It shouldalso be noted that for these first five percentiles, the percentage ef-fects indicate an average variation of €56 and -€6 per year respec-tively for the current and November results, amounts that are veryclose in absolute value. This partly explains the variability in the per-centage analysis of the standard of living for these percentiles, sincethe standard of living for this population is by definition the lowest.For the wealthiest individuals, the differences are mainly due to a re-finement of the assumptions made regarding the implementation of

the PFU. If the PFU is the default option in the tax return, taxpayerscan opt for taxation of their income using the progressive scale. InNovember we assumed that tax households systematically opted forthe PFU, but we now assume that taxpayers choose to be taxed ina way that minimizes the final tax paid. A comparison exercise sug-gests that this modeling choice has little impact on the results, exceptfor the wealthiest households. While optimization errors on the partof households are quite plausible, existing research shows that sucherrors are less likely the higher the household income (Aghion et al.,2017), hence the choice of this assumption.
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aVideos of the conference and the full set of results presented are available at the dedicated web page: https://www.ipp.eu/actualites/
replay-conference-sur-levaluation-du-budget-2022/

Box 2 : Impact and source of revisions since November 2021Box 2 : Impact and source of revisions since November 2021

Several methodological differences exist between thesetwo analyses, which may be the source of these differ-ences. For one thing, the IPP analysis in this policy briefassesses the impact of socio-fiscal reforms decided duringthe presidential term, whereas RESF considers reforms
implemented during this period. As documented earlier,this difference can significantly influence the results.
On the other hand, the IPP analysis aims to cover all theredistribution carried out by the public sector, whereasthe RESF covers only the decisions of the French gov-ernment and parliament. The difference here concerns asingle measure, namely the merger of the Agirc and Ar-rco supplementary pension funds and the increase in theircontribution rates. This measure, decided in November2017 and effective from 2019, is the result of a nego-tiation between social partners, and therefore does notfall within the scope of the RESF analysis. Finally, thetwo analyses differ on the assumptions made about be-havioral responses to tobacco taxation. The IPP assumesan elasticity of -0.5 from the scientific literature (Hill andLegoupil, 2018), while the RESF analyses assume a higher

elasticity.13 As a result, the effects of tobacco taxation aresystematically lower in the RESF results than those of theIPP.
To see to what extent these methodological differencescan explain the differences in results between the twoanalyses, we produce the results of alternative simula-tions with the TAXIPP tool, where we apply the RESFmethodology on the points of divergence previouslymen-tioned. This replication exercise aims to measure the ex-tent to which, with the same simulator and data, thesemethodological differences cause the results to vary.
This replication of the RESF methodology with TAXIPPgives the results represented by the orange curve in Fig-ure 7, while the dotted orange curve represents thosewhere we have only varied the time frame of the analyzedmeasurements (these are the same results as those in Fig-ure 6, but in deciles). The overall profile of the orange

13In our replication of the results, we use a value of -0.635 as the"RESF" assumption for tobacco elasticity. This value recovers the aggre-gates reported in the RESF for the total effect of tobacco tax reforms.The preliminary evaluations annexed to the 2018 budget mention theuse of an elasticity of -0.75, but with figures that differ from the 2022RESF, hence the need to evaluate an elasticity that reproduces the re-sults of the latter publication.
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curve is very similar to the RESF results. This replicationexercise is thus very encouraging about the ability of theTAXIPP model to identify key assumptions that can ex-plain the differences in results. Under equal assumptions,the IPP replication of the RESF results is very close to thepublished version of those results, meaning that most ofthe differences in the results can be explained.

Under equal assumptions, the IPP replication of RESF re-sults is very close to the published version of these results.

We also notice that the orange curve and the dotted or-ange curve are relatively close. This means that the maindifference between the RESF and IPP results lies in thescope of the reforms analyzed: measures decided duringthe presidential term for the IPP, measures implementedduring the presidential term for the Treasury. Indeed,while the differences in time frame refer to measures af-fecting relatively targeted populations in terms of stan-dard of living, this is less the case for the increase in to-bacco taxation (with the exception of the first decile). Asfor the Agirc-Arrco merger, it essentially targets the topend of the distribution, but with moderate effects as apercentage of the corrected initial standard of living.

The main difference between the RESF and IPP results liesin the scope of the reforms analyzed: measures decidedduring the presidential term for the IPP, measures imple-mented during the presidential term for the Treasury.

In detail, the orange curve shows slightly larger effectsthan the dashed curve for all deciles, with negligible dif-ferences in the middle of the living standards distribution.For the bottom of the distribution, these slight differencesaremainly explained by the fact that the larger elasticity inthe RESF regarding tobacco taxation results in smaller taxincreases. For the last decile, the difference is essentiallyexplained by the non-inclusion of the Agirc-Arrco mergerin the orange curve, as this measure has a downward ef-fect on net transfers mainly for the highest labor incomes.
It is important to note that our reproduction of the RESFresults is not perfect. In particular, the largest remainingdifference concerns the top decile of the distribution, forwhich the Treasury analyses conclude that the average in-crease in living standards is 1 percentage point higher thanour own estimates. A possible explanation comes, onceagain, from a difference in scope between the IPP’s re-production of the RESF results and the results publishedin the RESF. In particular, the latter include an estimate

of the effects of the switch from CITE and Anah aid totheMaPrimeRénov’ scheme, and of the conversion bonus;the effects of these schemes are highly concentrated atthe bottom of the distribution according to the RESF. TheIPP analyses do not include these measures, due to thelack of usable data for the evaluation, e.g. with regardto MaPrimeRénov’ beneficiaries in 2021. Conversely, theRESF results do not include the creation of the CEJ, whichwas decided in the fall of 2021 after the RESF publication.This measure, however, is included in the IPP analysis.

Differences in representation

Comparing Figures 6 and 7 highlights the visual impact ofrepresenting the population in deciles or percentiles. In-deed, for our main results (blue bars in both figures) andthe results for measures that went into effect during thepresidential term (orange bars in Figure 6, dashed orangecurve in Figure 7), the only difference is in the choice ofrepresentation scale. Aggregate effects at the decile levelcan cover marked differences between finer categories ofthe population. This is particularly obvious for the top ofthe income distribution. In deciles, a representation ofboth the IPP results and the results of themeasures imple-mented during the presidential term smoothes out quanti-tatively important differences. In a decile-based represen-tation of the IPP results, the same average effect, +2.1%,is thus attributed equally to the 91st percentile, at whichthe average effect is +1.8%, and to the 100th percentile,whose average effect is almost twice as high, at +3.3%.

Aggregate effects at the decile level can cover marked dif-ferences between finer categories of the population.

The ability to distinguish effects at a fine scale, such aspercentiles, is largely related to the simulation technologyavailable. Because the TAXIPP 2.1 model is based on ad-ministrative tax data, it has the ability to robustly exam-ine large differences in fine population categories. In thecase of highly targeted measures such as capital incomereforms, this capability is particularly relevant.
Conclusion

This policy brief presents in detail the redistributive ef-fects of the social spending and tax reforms of the2017–2022 presidential term. With a significant de-crease in compulsory levies, the average gains are pos-itive for a large majority of households. Despite theseaverage gains, the heterogeneity observed is significant,with a quarter of households losing out, and significantly
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stronger gains for certain categories of individuals, partic-ularly the actively employed.
These positive average gains are necessarily accompaniedby other adjustments, namely a decrease in public spend-ing, an increase in compulsory levies not covered in thisstudy, or an increase in debt. A complete redistributiveanalysis should therefore take into account the way inwhich these modes of financing are ultimately reflectedin the standard of living of households.
Finally, it is to be hoped that with more hindsight, andmore assessments of the impact of measures on the be-havior of firms and households, it will be possible in thecoming years to document the total effects of these mea-sures on employment, wages, and household purchasingpower.
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TAXIPP is the socio-fiscal microsimulation model developed at the Institut des Politiques Publiques. This model consists of building a databaserepresentative of the French population, with all the information necessary to simulate the compulsory levies and social benefits for each individual.The advantage of simulating these systems is that it allows us to analyze the budgetary and redistributive impacts of different socio-fiscal systems.Such a tool requires the use of data on French households, a socio-fiscal calculator, and hypotheses on household behavior in the context ofreforms.
The data and tools used
The TAXIPP 2.1 model uses OpenFisca, an open-source socio-fiscal legislation simulator that the IPP is co-developing with various actors (see
https://fr.openfisca.org/). It applies this simulator to a database derived from a statistical matching of different administrative sources:demographic files on housing and individuals (Fidéli, Insee) derived from income tax, housing tax, and property files, sampled income tax files(Félin, DGFiP), which are exhaustive for the wealthiest 0.4% of tax households, as well as exhaustive administrative files of social declarations forsalaried and self-employed workers (DADS and BNS data, Insee). We mobilize these data for 2016 income.a This database is supplemented bycertain variables from the tax and social income survey (ERFS, Insee).b The combination of these sources provides a unique database, representativeof the French population, and including, for each individual, the values of all the characteristics necessary to calculate taxes and social benefits. Inaddition, there are two separate modules: a module using tax data from the 2017 ISF and 2018 IFI returns, for the simulation of these two taxes,and a module simulating indirect taxes and using the 2017 family budget survey (Bdf, Insee).
How are behavioral responses taken into account?
Social spending and tax programs potentially affect household behavior (in terms of labor supply, income, consumption, use of benefits, etc.). In thisstudy, the TAXIPP 2.1 model applies a mainly static analysis, in the sense that it does not incorporate the majority of changes in individual behaviorthat may result from the socio-fiscal reforms analyzed. The model does, however, take into account non-use of certain social benefits, namely theRSA, the employment bonus, the ASPA and the energy voucher. For these four schemes, our model suggests a number of eligible beneficiariesgreater than the number of beneficiaries found in the administrative data: for each scheme, we select from among the eligible beneficiaries anumber equal to the actual number of beneficiaries reported by the administrations.c Since we are targeting actual numbers of beneficiaries,we take into account in particular the effect of the 2019 employment bonus reform associated with the significant increase in the number ofhouseholds receiving this benefit following this reform. Finally, we also include beneficiaries for the Youth Guarantee, which became the CEJ inMarch 2022.d We calculate eligibility for the Youth Guarantee or CEJ for each young person and we randomly draw from these eligible youngpeople a number of individuals equal to the number of contracts budgeted for these programs. Thus, in the results of this policy brief, the effectsassociated with these two schemes depend on the increase in the number of contracts allocated over the presidential term. We then allocate toeach of these selected youths the average amount of expenditure in monetary benefits per beneficiary as reported in the budget documents.eThe model also takes into account behavioral reactions to indirect taxation in terms of consumption, associated with the fact that households,on average, adjust their consumption following a change in price, with all taxes included. During the presidential term, the indirect tax measuresconcerned tobacco and energy taxation. For tobacco taxation, we assume a price elasticity of consumption of -0.5, based on the work of Hill andLegoupil (2018). For energy taxation, we apply elasticities from the work of Douenne (2020), namely -0.45 for transport fuel and -0.2 for domesticenergy.Finally, for the replacement of the ISF by the IFI, we calculate the ISF from the 2017 ISF files and the IFI from the 2018 IFI returns. We thereforeindirectly take into account the variations in terms of taxable assets that may have occurred between 2017 and 2018 as a result of this reform.For the PFU reform, although it has been documented that it generated an increase in the distributions of dividends, we do not take this increaseinto account insofar as these additional dividends may come from an increase in profits as well as from a change in the allocation of firms’ profitsbetween distributed and undistributed profits (Bach et al., 2021a).

aFor the Fidéli files, we mobilize the 2017 data, which provides information on the housing situation of households on January 1, 2017, as wellas their 2016 income. However, these files allow us to link the different years, so that we have the income for 2015 and 2014 for each individualin Fidéli. We use this longitudinal information for the evaluation of the means-test reform of housing benefits, following the same methodology asDutronc-Postel, Fabre, and Lallemand (2021). For the other databases, we use the 2016 data.
bThese are variables relating to student status, social benefits linked to childcare or to a reduction in employment in order to raise a child,variables linked to disability, as well as income imputed in the survey because it is not present in the tax files (life insurance, tax-exempt savingsaccounts).
cFor the RSA and the employment bonus, we select the recipients by assuming that the larger the sum of the RSA and employment bonus forwhich a household is eligible, the greater the probability of these benefits being used. For the RSA, we select recipients only for households eligiblefor both the RSA and the employment bonus; those eligible for the RSA alone are considered recipients by default. For the ASPA and the energyvoucher, we select recipients from eligible households at random.
dWe are not talking here about non-recourse, insofar as the fact that a young person benefits from these measures depends, beyond the criteriathat we can observe (age, income, etc.), on their actions in terms of recourse but also on the acceptance of their application by Missions locales orPôle emploi.
eWe use the "Travail et emploi" appendices of the budget law.

Annex A : The TAXIPP ModelAnnex A : The TAXIPP Model
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