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1.Motivation: It left to growth alone, extreme
poverty won’t end until well after 2030

Find of global poverty Fnd of global poverty
on growth alone on growth alone
. (survey-based): (survey-based):

Average (mean) year Final year

$1.90 2048 2244

$2.50 2061 2297

335 2096 2431

310 2131 2366

Hoy and Sumner (2016), Global Poverty and Inequality
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2. Data Sources and Approach

* We used all the poverty data on the World Bank’s ‘PovcalNET database’ and other data from
the World Development Indicators

. * Calculated how much money would be required to bring everyone above a number of

poverty lines:

* $1.90 a day (2011 PPP) — Extreme Poverty Line
* $2.50 a day (2011 PPP) — Average National Poverty Lines in Developing Countries

* $5aday (2011 PPP) — Average National Poverty Line across all countries
* $10 a day (2011 PPP) — ‘Security from Poverty’ line

* Examined whether there were enough existing resources within developing countries to
cover this gap
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3. Capacity for Redistribution

TPG $1.90 share of NA GDP vs Survey Mean

TPG $10 share of NA GDP vs Survey Mean
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4. Ways to Redistribute ;

* 'Two main approaches:

. 1. Applying an additional tax on the ‘rich’ in developing countries to close the
poverty gap (using a similar approach as Ravallion (2009))

2. Redirecting funds away from public ‘bads’, like regressive fossil fuel

subsidies and ‘surplus’ military spending , to close the poverty gap (using a
similar approach as Sumner (20106))
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4. Increase Revenue through Higher Taxes on the
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4. Redirect Spending from Fossil Fuel Subsidies and
‘Surplus’ Military Spending

“0 of global poverty eliminated by
. Reallocation of fossil- Ruaﬂucaulu?'l of
i , surplus military
tuel subsidy to _ .
. spending to poverty
poverty transters transfers
$1.90 69.08 59.38
$2.50) 69.93 66.79
83 38,74 32.49
310 812 8.82

Hoy and Sumner (2016), Global Poverty and Inequality




4. Combined effect of increases tax and red

existing spending on global poverty

_irecting

% of global poverty eliminated by

Marginal tax rates of
50% or less on those
living on $15/day or

Marpinal tax rates of
50% or less on those
living on §10/day or

Reallocation of fossil-
tuel subsidy to
poverty transfers

Reallocadon of
surplus military
spending to poverty

Reallocation of fossil-
fuel subsidies and
surplus military plus

new taxaton on

Reallocation of fossil-
fuel subsidies and
surplus milirary plus

new taxation on pop’n

Hoy and Sumne

r (2016), Global Poverty and Inequality

mure more transfers ETSP;; il;'mg Over over ].ivi.ng aver $10/ da:r'
$1.90 50.47 52.39 69.08 59.38 74.98 76.95
§2.50 23.39 24,81 69.93 66.79 71.74 71.79
§3 6.22 25.07 38.74 32.49 77.09 77.24
$10 5.59 7.50 8.12 8.82 16.68 17.80
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5. Limitations

* The main limitation of our analysis is how politically feasible it 1s for redistribution

to occur
. * In middle income countries, the level of redistribution is not unrealistic. For example,
extreme poverty could be eliminated in Indonesia if taxes on the richest 2% of the

population increased by 10ppt and these funds were redistributed to the poor through cash
transfer programs

* Another limitation 1s whether cash transfer programs in developing countries are
well targeted and efficient enough to adequately redistribute funds

* Over 100 developing countries already have cash transfer schemes. In general, the evidence
of their impact on monetary poverty is compelling
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