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Motivation 
• Traditional redistributive tools are taxes and transfers.  

 

• We study transfers in-kind: the policymaker redistributes 
resources through publicly supplying goods/services and selecting 
the recipients 
 

• Examples: educational, health care services and public 
transportation  provision 
• Issues: eligibility to consumption; private market and 
 differential in goods quality; modality of provision; 
 progressivity 

 

• This paper focus on provision of educational in-kind transfers at 

the level of the household. 



Relevant facts 
• In-kind trasfers are measures of the market-equivalent 

value of publicly provided educational services received 

by an household. 

• In-kind educational transfers depend on family income.  

– through assignment rules : progressivity, negative 

relation with household income 

– Human capital formation: wealthier households have 

less children, who stay longer in education 

• Relations between in-kind educational transfers and 

unfair income advantage enjoyed by an household 

represent forms of distributional unjustice. 



Objectives 

• Compute precise measure of in-kind educational 

transfers in Italy based on detailed provision costs 

 

• Unveil unfair income advantages of Italian households 

in income acquisition, using informations on grand-

parental background 

 

• Assess how unjust income advantage affects in-kind 

transfers distribution 

 



Units of analysis 

• Households:  

– Children (go to school, define size of in-kind transfer) 

– Parents (earn income – pay taxes – receive benefits) 

– Grand-parents (do not exist in the family, but they 

contribute in setting the parents’ background  of 

origin) 

• The unit of reference is “parents”.  

– Part of their income is unfairly associated to grand-

parents background 

– Part of their income is not foregone thanks to in-kind 

transfers received by family 



 

 

Data 



Q1 – Unfair income  



Q1 – Unfair income 



Q1 – Unfair Income 



Q2 – Transfers in kind 
Cost-based approach: 
 

𝐾ℎ =
 𝑤𝑖𝐴𝐶𝑖
𝑛ℎ
𝑖=1

𝑛ℎ
 

 Kh  : (equivalent) educational transfer in kind received by 
the HH 

 ACi : average cost per student which depends on the level 
of education  and on the region of residence 

 wi : probability to attend a public school/university which  
depends on the level of education and on the region of 
residence 

 nh : number of children in the age 3-23 attending 
school/university in the household 



Estimation 
• Assess the impact of unjust income advantage, Δ, on the 

quantiles of the in-kind distribution 

• Endogeneity of income wrt in-kind transfers solved within 

a control variate (Ma Koenker 2010) approach 



Estimation 



Results – first stage 
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Results – second stage (in kind on ) 
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Results – elasticity effects 



Results – Elasticity effects 



Conclusions 
• After controlling for all determinants of in-kind transfers, 

unfair income advantage still plays a role. 

 

• This effect is robust along the distribution of in-kind 

transfers. 

 

• Unfair inequality begets unfair inequality 

 

• Bequests (pure circumstances) vs unfair advantage 

passing through the human capital accumulation process. 
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Starting from the definition of net income YN: 
 

where YG is the gross income, T is the tax liability, d are deductions and t() is a 
function defining the tax liability which depends on imposable income (YG-d) 
The estimated coefficient of the first stage is: 
 

where t’ represent the marginal tax rate 

Why the estimated coefficients are always greater than one? 

Because a one euro increase of deductions has two effects on net income: 
1)a “direct” effect: for a given gross income, it cuts the tax liability by an amount 
equal to the marginal tax rate t’ (second part of the right member) 
2)a “indirect” effect through the variation of the gross income net of the marginal 
tax rate (first part of the right member).  
Why the estimated coefficients increase along the gross income quantile? 

Because the marginal tax rate of the personal income tax in Italy increases with 
income.   

 

Interpretation of first stage coefficients 


