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Evidence of substantial variation in average disposable wealth across countries
and sub-regions exists. This is driven mainly by the level and structure of tax-
benefit policies. Albeit such policies, high poverty levels and income inequality
persist. The case for Zambia is made in this study. Despite the country meeting the
desirable tax-to-GDP ratio of 15.6 per cent from 1995 to 2015 and 16.4 per cent
from 2015 to 2019, poverty and income inequality levels have remained higher in
Zambia at an average of 56.5 per cent and 52.1 per cent in the same period.
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To analyze the effect of taxation on revenues and its redistributive impact on
poverty and inequality in Zambia from 2010 to 2019

» This study uses the MicroZAMOD to unveil the effects of status quo fiscal
policies. The study first models a counterfactual policy that proposes a hike in
VAT and excise taxes to raise domestic revenue.

To counteract the adverse welfare effects of such a policy, the paper suggests a
revenue-neutral approach that entails a reduction in PAYE tax brackets as well
as the introduction of a positive income shock in the form of the social cash
benefit package for the onward balancing redistribution effect of any additional
tax revenue from the counterfactual policy.
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The study simulates direct
(personal income tax and turnover
tax) and consumption (Value Added
Tax and excise tax) taxes to show
that consumption taxes neutralize
welfare indices. In contrast, direct
taxes have an unbalancing or
worsening effect on these indices.

Further, with the realized
revenue gain from tax
reforms, emerging
economies should design
benefit packages to
redistribute the gains as
way of reducing poverty
and inequality

The study reveals that
emerging economies
should tailor fiscal
policies with a focus on
indirect taxes as a major
driver for domestic
revenue mobilization
strategies.

Lustig, N. (2017). Fiscal Policy, Income Redistribution, and Poverty Reduction in
Low and Middle-Income Countries. CGD Working Paper 448. Washington, DC:
Center for global development.

Maina, W.A. (2017). The effect of Consumption Taxes on Poverty and Inequality
in Keny. International Journal of Accounting and Taxation, Vol. 5, No.2, pp. 56-82.

Okidi, J.A. and Ssewanyana, S.N. (2008). A microsimulation of the Uganda tax
system (UGATAX) and the poor from 1999 to 2003. Economic Policy Research
Centre. Research

Navicke, Jekaterina (2017) : Factors of the income inequality in the Baltics:

Income, policy, demography, EUROMOD Working Paper, No. EM11/17,
University of Essex,Institute for Social and Economic Research (ISER),
Colchester

Adu-Ababio, Kwabena; Osei, Robert Darko (2018) : Effects of an education

reform on household poverty and inequality: A microsimulation analysis on the
free Senior HighSchool policy in Ghana, WIDER Working Paper, No. 2018/147,
ISBN 978-92-9256-589-3

Evaristo Mwale

Prof Robinson Zurika
Robinz@unisa.ac.za

evamwale@yahoo.com
68928300@mylife.unisa.ac.za




