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What is the policy effect? 

• Household disposable income (HDPI) = sum of all income sources 

and cash benefits minus taxes 

 

• Change in HDPI between two points in time = the direct effect of tax-

benefit policies + everything else 

 

• The policy effect captures the direct effects of tax-benefit policies 

on HDPI  

 

• Abstract from changes in population characteristics and market 

incomes 

 

• No behavioural responses 
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How do we measure the policy effect? (1/2) 

 

• The policy effect can be measured in:  

• nominal terms 

• real terms, i.e. relative to growth in prices (Harmonised Consumer Price 

Index, HICP) 

 

• Example: pensions are kept nominally the same over time: 

• In nominal terms: disposable income stays the same 

• In real terms: 

1. prices (HICP) ↑: pension values ↓, disposable income ↓ 

2. prices (HICP) ↓: pension values ↑, disposable income ↑ 
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How do we measure the policy effect? (2/2) 

 

 

• Special ‘Policy Effects tool’ in EUROMOD 

 

• The tool estimates the first-order effects of policies on 

household incomes 

 

• Built-in help 
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The 2013-14 policy effects on the 
Bulgarian income distribution 
 

 

 

• We estimate the policy effect between 2013 and 2014 in Bulgaria 

 

• We decompose the policy effect by the separate tax-benefit 

instruments 
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EUROMOD User Interface 
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EUROMOD user interface (UI) 

• Stand-alone piece of software - Windows OS 

 

• Mostly point and click but some hot keys are available (standard and 

specific) 

 

• Key features: 

– ribbon bar with tabs 

– context menus 

– IntelliSense (suggestion of parameter values) 

– drag and drop 

– bookmarks and comments 

– built-in help 
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EUROMOD UI starting page 

 



Ribbon bar 

 

Country files can be 
accessed by clicking on 

the corresponding flag on 
the tab Countries 



Working environment 

Open 
country 

Policy 
system 

Comments 

Policies 



Built-in help 



 

 
 

Calculating the policy effect 

in EUROMOD 
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The 2013 and 2014 policy systems in Bulgaria  

The policy spine 
in Bulgaria 

2013 and 2014 
policy systems 
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Some policy changes between 2013 and 2014 in Bulgaria  

Some tax-benefit policy 
parameters have changed 

(highlighted in yellow)  

Others have remained 
nominally the same 

Calculating Policy Effects in EUROMOD:  
Policy effects in 2013-14 on the Bulgarian income distribution 

15 / 25 



The Policy Effects tool in EUROMOD 

Select Applications from 

the main menu bar  

Select Policy Effects tool  
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The Policy Effects tool in EUROMOD 

The Policy Effects tool window  

Select the country, 
e.g. Bulgaria  

Select the input data set, 
e.g. EU-SILC 2012 

Select if the policy 
effect will be 
measured in: 
- real terms (CPI) 
- nominal terms (1) 

Run & show the results  

Select start and end period, 
e.g. 2013 and 2014 
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The Policy Effects tool in EUROMOD 

The Policy Effects tool is running  
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Results 
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The Harmonised Consumer Price Index 
in 2013-14 in Bulgaria 

 

 

• Between 2013 and 2014, the Harmonised Consumer Price Index 

(HICP) fell 

 

• HICP = 0.984 

 

• Therefore, the purchasing power of households has increased 

 

• The policy effect measured in real terms will be more income-

increasing (less income-reducing) than in nominal terms 
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The policy effect in nominal terms:   
% change in disposable income in Bulgaria in 2013-2014 
 

Notes: shown as a percentage change in mean equivalised household disposable income  
by income component and income decile group. Income decile groups are based on  
equivalised household disposable income in 2013, using the modified OECD equivalence scale.  

The policy effect in 2013-14 measured 
in nominal terms was income-

increasing and pro-poor  
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The policy effect in real terms:   
% change in disposable income in Bulgaria in 2013-2014 

 
 

Notes: shown as a percentage change in mean equivalised household disposable income  
by income component and income decile group. Income decile groups are based on  
equivalised household disposable income in 2013, using the modified OECD equivalence scale.  

As prices fell, the policy effect in  
2013-14 measured in real terms was 
even more income-increasing and pro-

poor than in nominal terms   
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The 2013-14 policy effect on disposable income in 
Bulgaria measured in: 
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The 2013-14 policy effect on disposable 

income in Bulgaria (1/2)  

 

Public pensions: 

• Nominally constant in 2013-14 and so, no effect on household incomes 

• However, due to prices falling the value of public pensions increased in real 

terms. As a result, household incomes increased, too. 

 

Means-tested benefits: 

• The values of the heating allowance and the income-tested child benefit 

(amount for the 2nd child) increased slightly in nominal terms 

• And even more so in real terms (due to prices falling) 
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The 2013-14 policy effect on disposable 

income in Bulgaria (2/2)  

Non-means-tested benefits: 

• Benefit amounts increased slightly in both nominal and real terms 

 

Social Insurance Contributions: 

• The max level of income based on which (self-)employed pay SICs 

increased 

• As a result, SICs liabilities paid by the top decile groups increased and  

household incomes fell 

 

Total policy effect on household disposable income: 

• The policy effect in 2013-14 measured in nominal terms was income-

increasing and pro-poor  

• As prices fell, the policy effect in 2013-14 measured in real terms was even 

more income-increasing and pro-poor than in nominal terms 
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Thank you! 

 
www.euromod.ac.uk 

euromod@essex.ac.uk 
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