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ABSTRACT

We map trends of tax policy change in developing countries and transition
economies since the 1980s, compare them to tax trends in the advanced
Western democracies and review some of the explanations offered by the
contributions to this volume. We find that non-Western countries follow
the lead of Western countries in some important respects but not in others.
While non-Western countries brought their general revenues closer to
Western levels and copied important features of Western consumption
taxation including higher value added tax revenues and lower revenues
from trade taxation, they failed to emulate the hallmark of 20th-century
Western taxation: a strong and progressive personal income tax. The
taxation trends are closely associated with socio-economic changes (as
summarized by GDP per capita) and structural factors (as summarized by
country size). Yet the impact of political institutions on taxation is non-
linear and complex.

KEYWORDS

revenue mobilization; developing countries; public finance; taxation;
democracy.

1. HAVE ‘UNDERDEVELOPED COUNTRIES’
LEARNED TO TAX?

‘Will underdeveloped countries learn to tax?’ asked Nicholas Kaldor in a
famous article fifty years ago (Kaldor 1963). In his view they could and
they should. But have they? This special issue offers an excellent oppor-
tunity to revisit the question. In this critical conclusion, we present
descriptive evidence on recent trends of tax policy change in developing
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countries and transition economies and review some of the explanations
offered by the contributions to this volume.

The question Kaldor really meant to ask was whether underdeveloped
countries could learn to tax like advanced Western democracies. He
seemed to take more or less for granted that the rich Western democra-
cies of the OECD-area embodied the hopes and ambitions of the develop-
ing rest of the world (RoW). In order to catch up with the West
economically and socially, developing countries had to adopt Western
methods of taxation, so Kaldor reasoned. In his analysis this required
two things in particular: a considerable increase in total tax revenues,
and a stronger reliance on progressive forms of taxation including, most
prominently, the personal income tax (PIT).

While the veneer of rich Western democracies has been coming off
lately, they continue to serve as the standard reference point for most
tax policy analysis and advice. Tax experts routinely compare non-
Western tax systems to Western benchmarks in order to identify par-
ticularities and shortcomings very much like Kaldor did in the 1960s.
And the tax policy advice of international organizations is usually
based on the latest consensus view of best Western tax practices. By
and large, this advice still echoes Kaldor’s call for higher total tax
revenues in developing countries. Yet it has largely dispensed with
Kaldor’s plea for tax progressivity. The new emphasis is on tax neu-
trality, simplicity and efficiency. Distributive issues are relegated to
the spending side of the budget: even regressive taxation is now
often considered socially desirable if it serves to efficiently fund pro-
gressive expenditure programs (Cottarelli 2011; Fjeldstad and Moore
2008; Swank 2016).

As the contributions to this issue show, developing countries have
made some progress in adopting Western ways of taxation. The three
workhorse taxes of Western revenue systems, the personal income tax
(PIT), the corporate income tax (CIT), and the value added tax (VAT) are
now firmly in place in most non-Western countries (Seelkopf et al. 2016).
Total government revenues have generally increased even though with
considerable cross-national variation. The traditional reliance on distor-
tive trade taxes has been reduced (Bastiaens and Rudra 2016). Yet, as the
contributions also show, non-Western developing and transition econo-
mies have adopted not only best tax policy practices from Western
democracies but also some bad taxing habits. Problems include overly
narrow PIT and VAT bases, sprawling CIT incentive schemes (Li 2016)
and parasitic tax poaching strategies (Genschel et al. 2016). Finally, in
one case at least, non-Western countries eschewed the Western model
and implemented a tax innovation that had no precedent in OECD coun-
tries and was not supported by Western-dominated international organi-
zations: the flat tax (Appel 2011; Appel and Orenstein 2013).
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The rest of the paper is structured into three parts. Section 2 briefly
summarizes some descriptive findings on the direction and pattern of tax
policy change in non-OECD economies. Section 3 reviews the contribu-
tions to this special issue and discusses how they help to explain the tax
trends mapped in Section 2. Section 4 concludes with a brief reflection on
whether the OECD-world is still the gold standard in taxation.

2. MAPPING TAXATION TRENDS IN NON-WESTERN
COUNTRIES

International organizations such as the IMF, the World Bank or the
OECD regularly advise non-Western countries to adopt Western best
practices in taxation. This entails prominently the increase of government
revenue in general and of tax revenue in particular, the reduction of trade
taxes, and the development of broad-based taxes on value added, per-
sonal income and corporate profits (e.g. Bastiaens and Rudra 2016;
Cottarelli 2011: 10—1; Seelkopf et al. 2016). In this section, we explore the
extent to which countries have followed this advice.

Our approach is simple. We take the tax performance of 23 core OECD
countries in Western Europe, North America and the Antipodes (OECD-
23) as a benchmark against which we compare the performance of 144
countries from the ‘rest of the world’ (RoW).! We focus on two periods of
observation, 1980—1985 and 2005—2010. We assess tax performance of the
OECD-23 group and the RoW group in terms of total government revenue
(i.e. the share of government revenue in GDP) and in terms of the revenue
ratios of five major taxes: trade taxes, VATs, PITs, CITs and social security
contributions (S5Cs) (IMF 2014). Following Cottarelli, we compare the rev-
enue ratios by group medians (rather than group means) to limit the
impact of outliers and data gaps (Cottarelli 2011). For heuristic purposes
we present our descriptive data from three different perspectives.

In a socio-economic perspective, we sort the RoW countries according to
their gross national income (GNI) per capita into a low-income, a middle-
income and a high-income group.” As a strong tradition in political econ-
omy argues, national income and wealth are key determinants of national
taxation because they affect various proximate causes of tax level and
structure including the social demand for public goods, the taxability of
the domestic economy and the administrative capacity of the state.
According to German economist Adolph Wagner the demand for public
spending and hence the level of taxation will increase as societies grow
richer (Wagner 1892). Harvey Hinrichs and others have conjectured that
economic modernization (i.e. the formalization, monetarization, industrial-
ization and urbanization of economic exchanges) will increase the taxable
surplus of society and thus allow for more buoyant revenues and a more
diverse structure of taxation (Hinrichs 1966). Hence, there are various
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socio-economic reasons to expect differences in income level to be associ-
ated with different patterns of tax policy (non-)convergence.

In an institutional perspective, we divide the RoW countries into a dem-
ocratic and a non-democratic group using national Polity Scores as a basis
(Marshall et al. 2011). According to the conventional institutional wisdom
in political science the domestic regime type influences the level and struc-
ture of taxation by shaping the distributive interests of social actors and by
regulating their access to and influence on redistributive policy-making
(see Cheibub 1998 for a review). Some argue that democracy fuels taxation
(Swank 2016: 15). On the one hand, democratic governments depend on
the electoral support of relatively poor strata of society and therefore are
more likely to give in to the poors’ demand for more redistribution (e.g.
Meltzer and Richard 1981). On the other hand, the limited character of
democratic government provides insurance to the propertied classes
against arbitrary expropriation by the state. In this way, democracy may
increase the willingness of these classes to contribute to the tax burden
(Levi 1989). Others suspect, to the contrary, that autocracies are taxing
more than democracies. Autocracies have more coercive resources to over-
come tax payer resistance (Bastiaens and Rudra 2016). At the same time,
they are less dependent on public approval. Both factors combined allow
them to appropriate a disproportionally large share of the social surplus
for their own private consumption or that of their supporters (Olson
1993). In any event, institutional theories lead us to expect differences in
the tax trajectories of democratic and non-democratic countries.

Finally, in a structural perspective we compare the tax performance
of large and small countries (in terms of population size).* As various
scholars of political economy have argued, country size is a summary
indicator of structural pressures on a country’s revenue system. These
structural pressures include, for instance, the costs of public goods.
To the extent that the production of public goods is subject to econo-
mies of scale, as arguably in military defense or social insurance,
large countries can produce them more cheaply than small countries,
and hence have lower revenue requirements, all else equal. Also the
exposure to international market pressures varies in country size. At
any given level of trade and capital openness, small countries tend to
be less self-sufficient and more integrated into the international econ-
omy than large countries. This increases their vulnerability to adverse
market trends which in turn may fuel demands for social protection
and insurance and thus cause higher public spending (e.g. Katzen-
stein 1985). Yet, it also increases their ability to derive revenue from
trade taxation and to snatch capital tax base from larger countries by
undercutting their capital tax rates (Wilson 1999). Small country size
may also have a positive effect on social cohesion and thus increase
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citizens” willingness to pay taxes. In conclusion then we would expect
differences in country size to affect tax policy change.

Note that all our country groups are ‘static’: countries are grouped
according to their income level, regime type and population size at one
particular historical date, 2011. A country that is classified as rich, demo-
cratic and small for this year is treated as rich, democratic and small for
all prior years. There are pragmatic and substantive reasons for this
approach. The ‘static’ approach reduces data requirements and allows
for a larger sample size. Income and country size are slow-moving varia-
bles. The likelihood that countries that were small and poor countries in
the early 1980s are still small and poor in the 2000s is high. Hence, switch-
ing from ‘static” to ‘dynamic’ groups (i.e. groups constructed on the basis
of moving income, and size scores) would only lead to modest changes
in group composition.” Regime type, by contrast, is more variable over
time. Countries that were non-democratic in the 1980s may well be dem-
ocratic today, or vice versa. Here the justification of the static approach is
substantive. Since we are interested in a historical analysis of national tax
trajectories rather than in a cross-sectional analysis of national tax policy
features at any particular point in time, it is important to keep group
composition stable over time.

2.1. Limited convergence of total government revenues

Based on this methodology, we compare changes in the level of total gov-
ernment revenues in OECD-23 and in RoW countries first. Total govern-
ment revenue includes all public income from tax and non-tax sources.
As Figure 1a indicates the revenue gap between OECD-23 countries and
RoW has shrunk since the 1980s. Yet, it is still substantial. As Figure 1b
suggests, the speed of this catch-up process varies in income level: the
revenue increase is most pronounced in the rich RoW countries. Their
median tax take increased by roughly 10 percentage points and almost
reached the OECD-23 level in 2005—2010. The increase in the two other
income groups is much weaker. Here the group median increased only
by roughly 3 percentage points to 29 percent (medium-income) and
19 percent (low-income) of GDP (2005—-2010). Unsurprisingly, the coun-
try with the lowest revenue ratio (2005—2010) is poor: Bangladesh (reve-
nue ratio of 10 percent). However, also middle-income countries like
Guatemala (revenue ratio of 12 percent) and even rich jurisdictions like
Hong Kong (revenue ratio of 19 percent) have substantially lower tax rev-
enues than even the OECD-23 country with the lowest revenue ratio,
Japan (31 percent). The association between income levels and tax levels
is anything but perfect.
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Total Government Revenue
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Figure 1 Government revenue as percentage of GDP.

One possible moderating factor between both variables is regime type.
Figure 1c indicates notable differences between democratic and non-
democratic RoW countries. While the median revenue ratio of non-demo-
cratic countries hardly changed since the 1980s, the democratic median
has increased significantly. In the late 2000s, it is 4 percentage points
higher than the autocratic median even though still 12 percentage points
lower than in the median OECD-23 democracy. Yet again, there is consid-
erable variation. Autocratic (rich) Kuwait actually has a higher revenue
share (68 percent) than even the OECD-23 country with the highest reve-
nue ratio (Norway, 58 percent).

Dividing the OECD-23 into a ‘small’ half (including all countries with
below median population size) and a ‘big’ half (including all countries
with above median population), Figure 1d shows two differences. First,
small OECD-23 countries have higher median revenue levels than their
large peers. Second, in neither country group did the revenue level
change much since the 1980s. Turning to the RoW, we see that small
RoW countries have a higher median revenue level than large RoW coun-
tries. However, while the latter were able to increase their revenues since
the 1980s, the former were not.

In conclusion, Figure 1 suggests a general upward trend in RoW gov-
ernment revenues. The revenue gap to the OECD-23 is closing. However,
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the convergence trend varies in national income, domestic regime type
and country size. Rich and/or democratic and/or large RoW countries
managed to increase their revenues relatively more than small, poor
autocracies.

2.2. The demise of trade taxes

Import tariffs and export duties are administratively convenient sources
of tax revenue. They allow tax administrations to focus their monitoring
and collection activities on a relatively small number of ports of entry.
This allows even states with low state capacity to generate revenue.
Trade taxes were a main source of revenue in Western countries through-
out the 19th century, but rapidly lost in importance during the 20th cen-
tury. For the RoW, by contrast, trade taxes remained a main source of
revenue. In the early 1980s, the median RoW country still relied on trade
taxation for 24 percent of its total tax revenues.

The obvious problem with trade taxes is that they impede international
commerce. With the rise of the trade liberalization agenda in the 1980s,
they came under attack internationally and often also domestically. As
tariff barriers were cut around the world, trade tax revenues have fallen
everywhere. As Figure 2a indicates, the median OECD-23 trade tax ratio

Trade Tax Revenue

a) OECD23 vs RoW b) RoW by Income Group
5 5
% a
a4 8 4
P % 31
2 E
22 2 24
3 @
T, T .4
0 g =} g e 0 $ e 3 =3 3 =3
g g § g LI LI LI
OECD23 RoW High Middie Low
c) RoW by Regime Type d) OECD23 vs RoW by Size
5 5
o a
% 4 34
23 23
g2 82
3 @
= =y
g 3 2 ] e B =3 2 2 2
i i i 313 13 i3
Demo NonDema BigOECD23  BigRoW  Small OECD23 Small RoW

Figure 2 Trade tax revenue as percentage of GDP.
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fell from a comparatively low 0.5 percent of GDP in the early 1980s to an
even lower 0.2 percent in the late 2000s. The RoW followed the down-
ward trend from a much higher initial level. The RoW median fell from
3.8 percent to a still relatively high 1.7 percent. Again, there are extreme
outliers.

As Figure 2b shows, the fall of RoW trade tax revenues and the level of
RoW trade tax revenues is associated with income level. Unsurprisingly,
it is the poor RoW countries that reduced their trade tax revenues least.
In the late 2000s the median poor RoW country raised 2.7 percent of GDP
through trade taxation. The median share of trade taxation in total gov-
ernment revenue is still 16 percent for this country group.

Figure 2c reveals no obvious association between trade tax revenues
and regime type. Median tax ratios trend downwards in both democratic
and non-democratic RoW countries. The remaining differences in
median tax ratios appear slight. Figure 2d shows one interesting differ-
ence between OECD-23 and RoW countries. While large OECD-23 coun-
tries tend to have higher trade tax revenues than small OECD-23
countries, with RoW countries it is the reverse: here it is the small coun-
tries that have higher median trade tax ratios. Small countries like (poor)
Swaziland, (middle-income) Lesotho or (rich) St Kitts and Nevis have
trade tax ratios of 25 percent, 38 percent and 10 percent, respectively,
during 2005—2010. Given the high trade dependence of small countries,
this pattern is perhaps less surprising than the OECD pattern according
to which small countries collect less trade tax even though they trade
more than their larger peers (Aizenman and Jinjarak 2009).

To sum up, while trade taxes have fallen around the globe, they remain
much higher in RoW than in OECD-23 countries both in terms of share of
GDP and share of total tax revenue. The trade tax ratio is inversely
related to income level and to size: poor RoW countries have higher
ratios than rich countries; small RoW countries have higher ratios than
large countries.

2.3. General diffusion of the value added tax (VAT)

The demise of trade taxation hinges critically on governments’ ability to
make up for the revenue loss. During the 19th and early 20th century, the
standard response to falling trade tax revenues was the introduction of
the PIT (Seelkopf et al. 2016). Today, by contrast, the standard response
is value added taxation (VAT) (Bastiaens and Rudra 2016). The VAT is a
general consumption tax which, in contrast to old-style multistage turn-
over taxes, avoids distortionary cascading effects by allowing a tax credit
for VAT paid at earlier stages of the production—distribution chain, i.e.
by taxing net value added and not gross sales. In this way, the VAT
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increases the neutrality of consumption taxation: The tax bill is always
the same irrespective of the legal status of the producer (corporate or
non-corporate), the organization of the production process (integrated
in-house production or extensive sourcing from specialized suppliers)
and technology (capital-intensive or labor-intensive). Tax neutrality
allows for substantially higher rates of tax, more revenue and less effi-
ciency losses (e.g. Ebrill et al. 2001).

Starting in the 1990s, the number of VAT countries has grown rapidly
as transition economies in Eastern Europe and Central Asia as well as
many developing countries all over the world adopted the tax (Seelkopf
et al. 2016). Fiscally, the VAT has been a success. As Figure 3a illustrates,
RoW VAT intake has greatly increased since the 1980s and is now almost
on a par with OECD-23 levels. In Figure 3b, we see a strong variation of
VAT ratios by income group. In the late 2000s, the high-income RoW
countries have a median VAT ratio slightly above and the middle-income
RoW countries slightly below the OECD-23 benchmark. In fact, the reve-
nue leaders of both groups have higher VAT ratios than any OECD-23
country: compared to high-income Croatia (12 percent), and middle-
income Moldova (14 percent), Denmark’s ratio (10 percent) appears mod-
est. While low-income countries have also improved their median VAT
ratio, they only manage to collect half the revenue of the median

Value Added Tax Revenue
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Figure 3 Value added tax revenue as percentage of GDP.
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high-income RoW country. Various explanations are offered for the poor
VAT performance of low-income countries: low administrative capacity
limiting the effectiveness of VAT collection and enforcement; large infor-
mal sectors constraining the macroeconomic tax base; extensive zero
rates and generous exemptions reducing the statutory VAT base (Cnos-
sen 2015). In the last respect, however, the low-income countries may be
less serious offenders than other countries. According to Cottarelli, low-
income countries have fewer special rates than middle-income countries
while high-income countries have the most (Cottarelli 2011: 25).

As Figure 3c demonstrates, democratic RoW countries raise more
VAT revenue than their non-democratic peers: while the democratic
RoW median is at the level of the OECD-23 median (2005—-2010) the
non-democratic median is substantially below that level. Prima facie,
this may appear surprising. After all, the VAT is a regressive tax that
falls more heavily on poor consumers than on rich consumers. On
closer inspection, however, it is consistent with the standard explana-
tion of high VAT levels in OECD-23 welfare states. According to these
explanations, the VAT provides the most efficient funding source for
redistributive social expenditure and, therefore, is a preferred tax of
the welfare state (e.g. Kato 2003). By implication, we may speculate
that RoW democracies rely more on the regressive VAT because it
allows them to spend more on the poor at a given level of efficiency
loss. Finally, according to Figure 3d small countries inside and outside
the OECD have increased their VAT ratios more strongly since the
1980s, and rely more extensively on VAT revenues in the late 2000s
than their bigger peers. The negative correlation between VAT reve-
nues and country size allows for various interpretations. For instance,
small countries may have higher VAT revenues because they ‘win’ the
VAT competition with large countries, or because they need higher
VAT revenues in order to subsidize the low capital tax rates they need
in capital tax competition.

In sum, VAT is the fastest growing revenue source and currently con-
stitutes the most important tax in RoW countries. The convergence pro-
cess to OECD-23 levels is by and large complete, but varies in income
level, regime type and size.

2.4. The surge of the corporate income tax (CIT)

Like the VAT, the CIT is a truly global tax. Bar rare exceptions such as
Brazil and Colombia and some tax havens such as the Cayman Islands,
all relevant countries worldwide have a separate tax on corporate profits
today (Seelkopf et al. 2016). The CIT is an important revenue raiser in its
own right. Especially in poor countries with large informal sectors and
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limited administrative capacity, big companies constitute a rare source of
reliable tax revenue. At the same time, more important for high-income
and OECD-23 countries, the CIT provides a crucial backstop for the reve-
nue raising capacity of the PIT. In the absence of a CIT, rich individual
taxpayers could reduce their PIT burden through incorporation. By plug-
ging this loophole, the CIT protects the PIT base (Ganghof and Genschel
2008).

In important respects, non-Western corporate taxation has followed
Western trends. First, as Duane Swank reports in his contribution to this
volume, statutory corporate tax rates have fallen by roughly 20 percent-
age points worldwide since the 1980s. Partly this downward trend is
driven by trade liberalization, capital mobility and tax competition.
Partly it reflects the global diffusion of neoliberal ideas of ‘market-
conforming’ taxation (Swank 2016: 1 and Figure 1). Second, as Figure 4a
shows, the fall in statutory rates did not prevent a general rise of CIT rev-
enues. Various explanations have been offered for these seemingly con-
tradictory trends including statutory tax base broadening in Western
countries, a global trend towards higher shares of corporate income in
national income, and a commodity boom and rapid economic growth in
developing and transition economies (e.g. Abbas and Klemm 2013;
Swank 2016).

Corporate Income Tax Revenue
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Figure 4 Corporate income tax revenue as percentage of GDP.
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As Figure 4b suggests, not all countries have participated equally in
buoyant CIT revenues. While the median corporate tax ratios of high-
income and middle-income RoW countries have increased dramatically
and approach the OECD-23 median in the late 2000s, the median ratio of
low-income countries has increased only mildly and remains stuck at
half the level of the OECD-23 median. Arguably, relatively low CIT reve-
nues reflect the spread of preferential CIT regimes (i.e. targeted tax incen-
tives for specific regions, corporate activities or sectors) (Li 2006). While
Western developed economies made concerted efforts in the EU and the
OECD to reign in the use of selective tax incentives (Genschel and Rixen
2015), tax holidays, tax-free zones, investment tax credits, special reduced
rates and similar tax perks have proliferated among least developed
countries (Keen and Mansour 2010; Keen and Simone 2004). Arguably
poor countries are prone to adopt selective tax incentives because they
are more vulnerable to interest-group pressure, especially by powerful
multinational companies. Also selective incentives allow corrupt govern-
ments to extract higher bribes from potent taxpayers than general CIT
reductions (Dharmapala and Hines Jr. 2009: 1063).

Interestingly, the countries with the highest corporate tax ratios are
resource exporters. This is true for low-income Eritrea (tax ratio of 6 per-
cent of GDP), middle-income Algeria (23 percent) and high-income Bru-
nei (28 percent) but also holds for the OECD-23’s Norway (12 percent).
Yet, also the countries with the lowest corporate tax takes tend to be
resource producers: high-income United Arab Emirates (0.1 percent),
middle-income Iraq (0.1 percent) and low-income Central African
Republic (0.3 percent). The divergence in CIT ratios reflects different
approaches to taxing commodity producers: through the CIT (former
group) or through special taxes, royalties and license fees (latter group).

Figure 4c does not reveal any major regime difference in corporate tax-
ation. Also Figure 4d shows little variance in country size. The median
CIT ratios of big OECD-23, big RoW countries and small RoW countries
develop in fairly similar fashion and reach broadly comparable levels in
the late 2000s. The only exception is the small OECD-23 countries. They
managed to increase their median corporate tax ratio from the lowest
level of all country groups in the 1980s to the highest level by far in the
late 2000s. On the face of it, this finding is consistent with the structural
‘advantage of “smallness”” posited by the tax competition literature (Wil-
son 1999: 278). Yet it raises the question why small RoW countries don’t
profit as well.

To sum up, corporate tax revenues have trended up in all countries
and have converged between OECD-23 and high-income and medium-
income RoW countries. Small OECD-23 countries have increased their
corporate tax revenues most. Poor RoW countries have increased them
the least.
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2.5. The two worlds of personal income taxation (PIT)

The comprehensive PIT, i.e. a progressive charge on individual income
from all sources (labor, capital, rent, etc.), was the hallmark of the 20th-
century Western tax state. It also constituted the core of Kaldor’s plea for
tax reform in developing countries (Kaldor 1963: 414—6). On paper at
least, most countries today have a PIT. Exceptions include oil producers
such as Saudi Arabia and the United Arab Emirates as well as tax havens
(Seelkopf et al. 2016). Yet, non-Western PIT systems are less progressive
than the idealized Western income tax of the 1960s, and they generate
significantly less revenue than in Western countries. The gap between
Western and non-Western PIT revenues is large and enduring.

As is well known, top statutory PIT rates have fallen massively since
the 1980s (Swank 2016: Figure 1). Despite this fall, the OECD-23 median
PIT ratio has eroded only very slightly, while the RoW median has actu-
ally increased. Despite these convergent trends, the gap in tax levels
remains very large (see Figure 5a). The PIT is still the second most impor-
tant revenue source in the median OECD-23 country behind SSCs and
substantially ahead of the VAT. In the median RoW country, by contrast,
the PIT raises little more revenue than the trade tax and considerably less
than the CIT, SSCs or the VAT. Even rich RoW countries collect only half
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Figure 5 Personal income tax revenue as percentage of GDP.
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as much PIT as the median OECD-23 country (Figure 5b). The intake of
low-income RoW countries is even lower.

Partly, low PIT revenues reflect large informal sectors and weak
administrative capacity in low-income RoW countries. Allegedly, less
than 5 percent of the population pays PIT, on average, in developing
countries compared to more than 50 percent in developed countries (Cot-
tarelli 2011: 31). Even Kenya, the low-income country with the highest
PIT revenues, has a PIT ratio of only 4 percent of GDP. This is less than
half of the median OECD-23 ratio. Partly, however, low PIT ratios also
reflect a conscious political choice. If rich jurisdictions like Hong Kong
(PIT ratio 2.6 percent) or the Slovak Republic (PIT ratio 2.5 percent) col-
lect only one-tenth of the PIT revenue of Denmark (PIT ratio 25 percent),
this is not so much for lack of ability to tax individual income than for
lack of political willingness to do so. One conspicuous indicator of an
explicit political decision against a revenue-strong PIT is the spread of
flat taxes since the 1990s: two-thirds of the post-communist countries in
Eastern Europe and Central Asia now tax individual income at a single
proportional rate (Appel 2011; Appel and Orenstein 2013). The adoption
of the flat tax implies not only a symbolic rejection of the old Western
ideal of statutory rate progressivity and the associated ideas of ‘vertical
equity” and ‘ability to pay’ that fueled the rise of the PIT in Western coun-
tries during the early decades of the 20th century. Perhaps more impor-
tantly, it also effectively constrains the revenue raising potential of the
tax. At current rate levels, flat tax countries can never develop the PIT
into the major source of revenue it has traditionally been in Western
countries (Ganghof 2006: 44—5). This is why the IMF consistently advised
against the adoption of flat taxes (Appel and Orenstein 2013: 137-8).

As Figure 5c reveals, democratic countries have increased their income
taxes more and collect higher PIT ratios than non-democratic countries.
Yet the difference between both country groups pales in comparison to
the OECD-23. Mutatis mutandis, the same holds if we group the RoW
countries by country size: small and large RoW countries have more in
common with each other than each of them has with the small or large
reference group in the OECD-23. As Figure 5d shows, the small OECD-
23 countries have increased their PIT ratios considerably since the 1980s
and reach a substantially higher median level in the 2000s than their
larger peers whose median PIT ratio has actually declined. The opposite
applies to the RoW: large RoW countries have increased their PIT intake
and are now almost on par with small RoW countries whose PIT reve-
nues have slightly decreased since the 1980s.

In conclusion, the non-OECD world has mostly ignored Kaldor’s plea
for a strong progressive PIT. While PIT revenues have moderately
increased, especially in rich, democratic and/or small RoW countries, the
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PIT yield remains substantially below the OECD-23 norm. PITs inside
and outside the OECD are worlds apart.

2.6. The selective spread of social security contributions (SSCs)

The development of the Western welfare state since the late 19th century
is closely connected to the rise of SSCs as a new instrument of public
finance (e.g. Esping-Andersen 1989). Like other taxes, SSCs are compul-
sory payments to the government. Yet unlike other taxes SSCs are not
unrequited but confer an entitlement to a future benefit such as, for
instance, an old-age pension, a sickness benefit or unemployment com-
pensation. The benefit-link allows governments to target spending on
politically important supporter groups. The range of SSC payers and ben-
eficiaries is actually often quite small. For this reason, SSCs are some-
times not considered as taxes at all. But this is open to debate. Since the
contribution-benefit-link is governed by public law and is subject to uni-
laterally political change by the government, the difference between
SSCs and other personal taxes is often more apparent than real. For this
reason, international organizations including the OECD and the IMF
treat SSCs as taxes in their comparative revenue statistics (Williams
1996). Leaving them out would greatly distort the picture of revenue
mobilization in OECD-23 countries and, as we will see in a moment, in
rich RoW countries as well.

As Figure 6a highlights, the ratio of SSCs has been growing in both
OECD-23 and RoW countries. Yet the revenue gap remains very large.
While SSCs constitute the most important revenue source of OECD-23
governments in the 2000s (ahead of the PIT), in RoW countries they raise
little more revenue than the CIT. As Figure 6b reveals, the growth in
RoW SSC revenues is almost entirely driven by the high-income group.
The high-income median has increased strongly since the 1980s and is
now essentially at the OECD-23 level. This process is driven by the for-
merly socialist transition economies of Eastern Europe which adopted
very high SSCs during their transition to capitalism and democracy. The
Czech Republic leads this group with an SSC ratio of 16 percent of GDP.
Only France reaches a similar level within the OECD-23 group. The other
RoW countries have much lower proceeds from SSCs. In low-income
RoW countries, SSC revenues even declined from their very low level in
the 1980s. Considering the nature of SSCs this is not surprising. SSCs
only fall on people in formal employment. The larger the informal sector,
the smaller the group of potential payees. In least developed countries,
SSCs only affect the most privileged groups of society — civil servants,
and the employees of large, mostly foreign-owned companies or NGOs.
While these people are relatively rich compared to the rest of society,
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Figure 6 Social security contribution revenue as percentage of GDP.

they are so few in number that their SSC payments don’t amount to much
relative to the overall GDP.

As Figure 6c¢ illustrates, the growth of SSC revenue varies in regime
type. While the median democracy has increased its SSC intake roughly
fourfold, the median non-democracy only managed to double it. Again,
the difference is driven by the democratic transition economies of Eastern
Europe and their exceptionally high SSC ratios. The influence of country
size is unclear. While Figure 6d shows pronounced differences between
large and small OECD-23 countries in terms of both the growth rate and
the level of median SSC ratios, the differences between large and small
RoW countries are relatively slight.

In sum, whereas SSCs are a major revenue instrument in OECD-23
countries, their use in the RoW is much more restricted. The level of SSC
revenues varies strongly in income and more moderately in regime type.
There is no clear association with country size.

2.7. The correlates of taxation in non-Western countries

While Figures 1—-6 compared bivariate associations between revenue lev-
els and socio-economic (income level, World Bank 2013), institutional
(regime type) and structural (population size) variables, Table 1 explores
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these associations in a multivariate regression for the year 2010. The find-
ings reinforce the main messages of the bivariate figures. First, income
(in terms of logged GDP per capita) has a strong and fairly consistent
effect on taxation: it is significantly and positively associated not only
with the total level of government revenues but also with revenues from
VAT, PIT and SSC. The effect on trade taxation, by contrast, is negative:
the share of trade tax revenues in GDP goes down as GDP per capita
goes up suggesting that richer countries have more modern tax systems.
These findings are largely in line with socio-economic theories of
taxation.

Second, the effect of country size (in terms of logged population) is less
pervasive. Country size is significantly and negatively associated with
the level of total government revenues, as well as with the levels of trade
tax and VAT revenues: larger RoW countries seem to have relatively
smaller public sectors and to raise relatively less revenue through cus-
toms duties and the VAT. This is broadly consistent with structural theo-
ries of taxation. Yet there is no evidence of a systematic relation between
country size and revenues from personal or corporate income taxation.

Finally, Table 1 shows no significant association between regime type
and revenue indicators. All else equal, the tax systems of democratic and
non-democratic countries are not systematically different. Prima facie, at
least, there is no support for institutional theories of taxation. Don’t
political institutions matter?

3. GLOBALIZATION, DOMESTIC INSTITUTIONS AND
TAXATION IN NON-WESTERN COUNTRIES

For students of political economy it is an article of faith that political insti-
tutions matter. In the short run, they condition the influence of socio-
economic and structural variables on taxation and other policy outcomes.
In the long run, they have important feedback effects on these socio-
economic and structural variables themselves: they influence growth
rates, levels of income and resource inequality and, ultimately, even
structural factors such as country size (e.g. Acemoglu et al. 2005). It is
quite puzzling therefore that not only the previous section but also the
other contributions to this volume fail to demonstrate a clear main effect
of regime type on tax policy and revenue. Genschel, Lierse and Seelkopf
investigate the influence of regime type on statutory corporate tax rates.
They find no systematic effect: all else equal, there is no significant differ-
ence between democratic and autocratic tax rates (Genschel et al. 2016:
Table 1 model 1). Li analyzes subnational tax competition in democracies
and autocracies. He finds no evidence that regime type affects the influ-
ence of fiscal federalism on the prevalence of tax incentives (Li 2016:
Figure 4). Seelkopf, Lierse and Schmitt consider the effect of regime type
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on the likelihood to introduce modern taxes. While they can show that
democracies have been more likely to introduce PITs than non-democra-
cies during the past 150 years, they find no regime effect on the introduc-
tion of other modern taxes (Seelkopf et al. 2016: Table A2).

How can we resolve the apparent puzzle of strong theoretical expecta-
tions and weak empirical evidence of a regime effect? The contributions
to this special volume suggest two possible answers. First, domestic
regime differences matter but their effect is dominated by international
influences and constraints: the regime effect is swamped by economic
globalization. Second, domestic regime differences matter but their effect
interacts with international variables in complex ways. We discuss both
answers in turn.’

3.1. Economic globalization

As Duane Swank notes, one major contribution of this special issue is to
interrogate the effects of economic globalization on the tax policy choices
of developing countries and transition economies (Swank 2016). The
authors focus on four globalization effects in particular: trade liberaliza-
tion, capital tax competition, cross-border policy learning and the influ-
ence of international organizations. Each of these effects has an
equalizing influence on national tax policies that can potentially over-
power the effects of differences in domestic political institutions.

There is a broad agreement among the authors of this volume that trade
liberalization has a modernizing effect on taxation: by cutting into trade tax
revenues, it forces governments of all stripes to move towards more effi-
cient, but harder to collect taxes including the PIT, the CIT and the VAT
(Bastiaens and Rudra 2016; Swank 2016). As Laura Seelkopf, Hanna Lierse
and Carina Schmitt show this is not a new phenomenon (Seelkopf et al.
2016). Even before 1945, the level of international trade was significantly
associated with the introduction of the PIT.

There is an equally broad agreement that international capital mobility
fuels the intergovernmental competition for real, financial and human
capital. Arguably, capital tax competition has increased as countries world-
wide have liberalized their capital accounts since the 1980s. Increased
competitive pressure, in turn, contributed to the global fall in statutory
corporate tax rates (Genschel et al. 2016; Swank 2016: Figure 1). Tax com-
petition also fueled the global spread of selective corporate tax incentives
(Li 2016), and the regional diffusion of flat taxes in Eastern Europe and
Central Asia (Appel 2011; Appel and Orenstein 2013). After small demo-
cratic countries in the Baltics and in Central Europe had introduced the
flat tax in the 1990s to improve their competitiveness, post-communist
autocracies like Turkmenistan or Kazakhstan adopted it in the 2000s to

334



Downloaded by [EUI European University Institute] at 00:48 26 May 2016

GENSCHEL AND SEELKOPF: TAXATION TRENDS OUTSIDE THE OECD

defend their competitive position against the flat tax first-movers. Argu-
ably, the impact of capital tax competition on developing and transition
economies is particularly strong (Swank 2016). On the one hand, these
economies have higher country risks than rich Western democracies and,
thus, are more vulnerable to capital outflows. On the other hand, they
are relatively capital scarce and thus have more to gain from capital
inflows.

Yet, as the contributions to this volume also show, not all tax policy dif-
fusion is competitive. Diffusion may also result from cross-border policy
learning: governments observe the policy choices of relevant other coun-
tries, copy choices that seem to work and avoid those that seem to fail.
As Seelkopf and colleagues find, the likelihood of the introduction of
indirect taxes (GST and VAT) is significantly associated to the number of
other states in the region that have already implemented that tax, irre-
spective of regime type or national income level (Seelkopf et al. 2016).
While cross-border policy learning often involves information updating
and knowledge transfer, it can also be purely imitative: governments
copy foreign tax innovations for their symbolism rather than their policy
effects. The ‘contemporary neoliberal shift’ (Swank 2016: 5) towards low
statutory top PIT rates partly reflects this logic. In some countries, statu-
tory rate cuts were driven at least partly by a desire to match the rates of
lead countries that have come to be seen as embodiments of modern, effi-
cient and desirable policy rather than by precise economic and budgetary
calculations. The result may be policy convergence across institutional,
economically and structurally diverse countries.

Finally, international organizations can exert an equalizing influence on
national taxation because they are repositories and standardizers of pol-
icy expertise, because they are central promulgators of hegemonic policy
ideas (e.g. ‘Washington Consensus’), and because they can enforce policy
reforms on recalcitrant member states through hard financial sanctions.
Since developing countries and transition economies are often short on
policy expertise, eager for social approval and dependent on financial
assistance, they should be particularly susceptible to the pressure of
international organizations. There is evidence to support this view. As
Duane Swank notes, participation in IMF programs significantly
increases the probability of VAT adoption (Swank 2016). Odd-Helge
Fjeldstad and Mick Moore also report a strong statistical connection
between IMF programs and the likelihood of domestic tax reforms (Fjeld-
stad and Moore 2008: 237—8). Yet, there are limits to the influence of
international organizations. The flat tax revolution unfolded against the
explicit advice of the IMF and the EU (Appel and Orenstein 2013: 137—8).
And, according to Ida Bastiaens and Nita Rudra, the effectiveness of
international organizations in cajoling developing countries towards tax
reform depends on a country’s regime type: dictators are by and large
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more compliant than democratically elected leaders (Bastiaens and
Rudra 2016). This brings us to the issue of interaction effects between
regime differences and other variables.

3.2. Interaction effects

The equalizing force of globalization is not the only, and perhaps not the
most compelling explanation for the failure to find clear regime effects.
An alternative explanation is that domestic regime differences don’t
influence tax policy independently of but in interaction with economic
globalization. The resulting interaction effects are complex, non-linear
and not easily captured by simple, additive models of causation. Three of
the empirical contributions to this issue identify interaction effects
between international influences and domestic institutions (see Table 2
for an overview).

Bastiaens and Rudra show that the ability of international organiza-
tions to assist developing countries with implementing tax reforms varies
in the regime type of these countries (and the level of tax liberalization).
More specifically they show that authoritarian regimes are more recep-
tive to international tax advice on how to compensate the revenue loss
caused by (sufficiently strong) trade liberalization than democratic gov-
ernments. Purportedly this is because democratic governments are elec-
torally constrained to avoid revenue-increasing reforms. Democratic
leaders have to heed the ‘demands from middle class and wealthy voters
..., particularly ones associated with firms struggling to compete locally
and internationally with foreign goods’ (Bastiaens and Rudra 2016: 4).
Autocratic leaders can more easily ignore these demands because they
are largely insulated from electoral pressure. This gives them a freer
hand to implement the reform proposals of international organizations
and increase revenues from domestic taxation.

Drawing on earlier work (Li 2006), Li demonstrates that the generosity of
tax incentives is positively related to foreign direct investment (FDI)
inflows in autocracies but negatively related to FDI inflows in democracies
(Li 2016): autocracies tend to have more tax incentives as more foreign capi-
tal flows in; democracies tend to have less. He offers three explanations for
this finding. First, democracies can offer investors more credible property
rights protection than autocracies, simply because democracies are built on
the rule of law while autocracies are not. Hence, democracies need fewer
incentives to attract the same level of FDI inflows, all else equal. Second,
repeating Bastiaens and Rudra’s argument, democratic governments are
more electorally constrained by the opponents of investment inflows than
autocracies. As grievances increase with the level of FDI inflow, the political
space to offer tax incentives for FDI decreases for democratic governments.
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Finally, autocracies will compete for FDI inflows only if that is in the inter-
est of their support coalition. If the coalition members are interested in
inward FDI (as evidenced by high FDI inflows) the government will
expand its supply of generous incentives.

Genschel, Lierse and Seelkopf show that the corporate tax rate varies
systematically in country size in democracies but not in autocracies:
small democracies undercut the rates of large democracies (and autocra-
cies) as the economic baseline model of tax competition would lead us to
expect’; yet small autocracies don’t undercut large autocracies (or
democracies) (Genschel et al. 2016). Two explanations are offered. First,
democratic governments are more willing to adjust to international com-
petitive constraints (as proxied by country size) because they are elector-
ally constrained to serve the distributive interests of the median voter. In
small democracies, the median voter gains from competitive tax cuts
because the income gains from tax-induced foreign capital inflows (more
employment, higher wages, more growth) more than compensate the
income loss from reduced domestic redistribution; in large democracies
it is the reverse. Autocratic governments, by contrast, serve the distribu-
tive interests of their elite supporters. These interests are unrelated to a
country’s structural position: if elites profit from FDI inflows they may
demand aggressive tax cuts even in a large country; if they feel harmed
by FDI they may insist on high rates even though the country is small.
Second, echoing Li, Genschel and colleagues surmise that democracies
are better able to adjust to competitive constraints. Given the higher cred-
ibility of their property rights guarantees, small democracies can attract
more foreign capital at low tax rates, and large democracies can retain
more domestic capital at relatively high rates than their autocratic
competitors.

All three papers suggest that domestic institutions refract the influence
of globalization variables on taxation in complex ways. By regulating the
access of the winners and losers of globalization to government decision-
making, they shape the national tax policy response to external opportu-
nities and constraints. This implies not only that different institutional
regimes can trigger different national reactions to similar external condi-
tions, as is conventionally assumed in institutional theory. It may also
imply, less intuitively, that same regimes can cause dissimilar reactions
to seemingly similar external conditions: not all autocracies react simi-
larly to the international competition for FDI (Li 2006; Li 2016) or to the
advice of international organizations (Bastiaens and Rudra 2016), and not
all democracies react similarly to international tax competition (Genschel
et al. 2016).

Different autocracies may react differently because the composition of
their support coalition differs. There is no reason to assume that the rul-
ing elite is always dominated by winners or always dominated by losers
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of globalization. Rather the assumption is that the ruling coalition, how-
ever composed, has the power to impose its minority preferences on the
majority. For example, a globalization-friendly coalition can enforce its
preference for generous tax incentives or radical tax cuts on society even
if general welfare and public opinion would require different policies.

In democracies the winning coalition is much larger and more likely to
reflect majoritarian needs and preferences. Yet, there is also no reason to
assume that the majority will always win or lose from globalization.
Rather, Li and Genschel et al. argue that the majoritarian preference for a
more or less globalization-friendly tax policy varies in a country’s expo-
sure to the international economy and, more specifically, in its exposure to
capital inflows. Yet the stories they tell are rather different. Li argues that
FDI inflows tend to undermine public support for generous tax incentives
because foreign multinationals tend to pursue monopolistic strategies, aim
to dominate national markets and increase competitive pressures on strug-
gling domestic industry (most explicitly in Li 2006: 66). Genschel, Lierse
and Seelkopf surmise by contrast, that capital inflows tend to consolidate
public support for low corporate tax rates because they increase labor
demand, push up wages, facilitate technology transfer and invigorate
growth (Genschel et al. 2016). Partly, the disagreement is empirical and
concerns the effects of capital inflows. Partly, however, it is conceptual
and concerns the nature of ruling majorities in a democracy.

Genschel et al. build on the well-known but controversial concept of
the median voter. The underlying idea is that democratic governments
can’t ignore the redistributive interests of low-income voters. The stan-
dard reference for this line of thought is the Meltzer and Richard’s model
of redistribution (Meltzer and Richard 1981). Li, and more explicitly Bas-
tiaens and Rudra assume, by contrast, that ‘middle class and wealthy vot-
ers ... particularly ones associated with firms struggling to compete’
(Bastiaens and Rudra 2016: 4) will dominate democratic decision-making.
This is in line with recent challenges of the Meltzer and Richard’s model
such as, for instance, the ‘elite-competition approach’ of Ben Ansell and
David Samuels (Ansell and Samuels 2015). We are not in a position to
decide between these different conceptions of democracy. Even if we
accept, however, that democratic governments depend more on eco-
nomic elites than on the median voter this does not imply that these elites
are always better off under a democracy as Bastiaens and Rudra seem to
imply. According to them, autocracies are more receptive to international
advice on how to raise domestic revenue because they can more easily
ignore the political opposition of rich elites against high taxes. Yet the
elites with perhaps the most pronounced aversion to high taxes are large
landowners. And landowners constitute a traditional backbone of non-
democratic rule (Ansell and Samuels 2015). Also the domestic bourgeoi-
sie often supports such regimes.
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4. IS THE OECD STILL THE GOLD STANDARD IN
TAXATION?

For Nicholas Kaldor it went without saying that Western tax systems
were the role model for the RoW. International organizations model
much of their tax policy advice on Western experience partly because
they are often still dominated by Western countries and partly because
the West is still the largest reservoir of tax policy expertise. And also aca-
demics tend to take the tax policies of OECD countries as their point of
departure simply because most data are available on it. All of this may be
changing. Research initiatives such as the present special issue contribute
to improving the data availability on taxation in non-Western countries.
The composition of international organizations may slowly adapt to
more accurately reflect the power realities of the 21st century. And the
Western role model may lose its luster. As the contributions to this spe-
cial issue have shown, non-Western countries have copied a lot from the
West. Most importantly, perhaps, they brought their revenues closer to
Western levels, they reduced their traditional reliance on trade taxation,
and they greatly increased their income from VAT and the CIT. The
greatest difference remains in the area in which Kaldor saw the greatest
need for a quick catch-up: personal income taxation. To be sure, most
non-Western countries levy a tax on personal income. Yet, non-Western
PITs rarely reach the symbolic significance and sheer revenue-raising
potential they traditionally have in Western countries. The same applies
to the second major revenue source of Western welfare states: SSCs.
While OECD countries strongly rely on SSCs, there is little indication
that the RoW will follow. The only exception are the transition economies
in Eastern Europe that combine low PIT levels, by Western standards,
with very high levels of SSCs.

In conclusion, non-Western countries have learned to tax. Yet they did
not necessarily learn what Kaldor thought they should learn. For Kaldor,
a strong and progressive PIT constituted a universal ideal. Today, it looks
more like a specifically Western variety of taxation.

ACKNOWLEDGEMENTS

We thank the editors Daniel Miigge and Wes Widmaier, the two other
special issue organizers Hanna Lierse and Carina Schmitt as well as the
participants of the two corresponding workshops in Bremen for their
helpful insights.

DISCLOSURE STATEMENT

No potential conflict of interest was reported by the authors.

340



Downloaded by [EUI European University Institute] at 00:48 26 May 2016

GENSCHEL AND SEELKOPF: TAXATION TRENDS OUTSIDE THE OECD
NOTES

. Table Al in the appendix provides descriptive information on our country

sample.

. The income groups are constructed by ranking countries according to their

GNI per capita at one particular date (2011) and then grouping them accord-
ing to the World Bank income classification (see https:/ /datahelpdesk.world-
bank.org/knowledgebase/articles/378833-how-are-the-income-group-thresh-
olds-determined). The only difference is that we collapse the World Bank’s
separate categories of lower middle-income and upper middle-income group
into one unified middle-income group.

. The two regime groups are constructed by ranking countries according to

their Polity2 Score in 2011. Following the convention in the literature, we sort
countries with a Polity Score of 6 or higher into the democratic country group,
and countries with a score of less than 6 into the non-democratic group.

. The size groups are constructed by comparing countries’ population size in

2011 to the global median population size of that year (World Bank 2013). The
2011 median country size was roughly 6 million. Countries with larger popu-
lation are coded as big, countries with smaller populations as small (irrespec-
tive of whether they are OECD-23 or RoW countries). Population is a standard
measure of country size because it reflects the size of the national labor
endowment. Yet it may arguably overrate the size of population-rich but capi-
tal-poor developing countries. Genschel, Lierse and Seelkopf use national
GDP as an alternative measure of country size but find that it yields broadly
similar results as the population measure (Genschel et al. 2016).

. As Cottarelli reports in his analysis of revenue mobilization in developing

countries, dynamic and static income groups lead to broadly similar conclu-
sions (Cottarelli 2011: 12, fn. 18).

. A third potential answer is that regime differences have a non-linear effect on

taxation that is not captured by the dichotomous distinction between demo-
cratic and non-democratic countries. For instance, Maria Melody Garcia and
Christian von Haldenwang find a U-shaped relationship between Polity Score
and total tax revenue in their sample of 131 countries, 1990—2008. Allegedly,
full democracies and full autocracies both have higher tax revenues than
hybrid regimes (Garcia and von Haldenwang 2015). Since no paper in this vol-
ume investigates this possibility, we do not discuss it here.

. In a nutshell, the economic baseline model holds that small countries have

more to gain from tax-induced capital inflows than large countries, and there-
fore choose lower capital tax rates in the competitive equilibrium (see Wilson
1999 for a thorough review).
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09692290.2016.1174723.

NOTES ON CONTRIBUTORS

Philipp Genschel is a professor for European public policy at the Department of
Social and Political Science and at the Schumann Centre for Advanced Studies at
the European University Institute, Florence, Italy.

341


http://dx.doi.org/10.1080/09692290.2016.1152995
http://dx.doi.org/10.1080/09692290.2016.1152995

Downloaded by [EUI European University Institute] at 00:48 26 May 2016

REVIEW OF INTERNATIONAL POLITICAL ECONOMY

Laura Seelkopf works at the Research Center on Inequality and Social Policy, Uni-
versity of Bremen, Germany. She is mainly interested in the political economy of
taxation and has published several articles on this topic in journals such as, The
Journal of Public Policy, New Political Economy and Politics & Society.

REFERENCES

Abbas, S. M. A. and Klemm, A. (2013) ‘A partial race to the bottom: corporate tax
developments in emerging and developing economies’, International Tax and
Public Finance 20(4): 596—617, accessed at http://link.springer.com/article/
10.1007 /s10797-013-9286-8.

Acemoglu, D., Johnson, S. and Robinson, J. A. (2005) ‘Institutions as a fundamen-
tal cause of long-run growth’, in P. Aghion and S. N. Durlauf (eds) Handbook
of Economic Growth, Volume 1A, Amsterdam: Elsevier, pp. 385—472.

Aizenman, J. and Jinjarak, Y. (2009) ‘Globalisation and developing countries — a
shrinking tax base?’, Journal of Development Studies 45(5): 653—71, accessed at
http:/ /www.tandfonline.com/doi/pdf/10.1080/00220380802582338.

Ansell, B. W. and Samuels, D. J. (2015) Inequality and Democratization: An Elite-
Competition Approach, New York: Cambridge University Press.

Appel, H. (2011) Tax Politics in Eastern Europe: Globalization, Regional Integration,
and the Democratic Compromise, Ann Arbor, MI: University of Michigan Press.

Appel, H. and Orenstein, M. A. (2013) ‘Ideas versus resources explaining the flat
tax and pension privatization revolutions in Eastern Europe and the former
Soviet Union’, Comparative Political Studies 46(2): 123—52, accessed at http://
cps.sagepub.com/content/46/2/123.

Bastiaens, I. and Rudra, N. (2016) ‘Trade liberalization and the challenges of reve-
nue mobilization: can international financial institutions make a difference?’,
Review of International Political Economy 23(2), accessed at http://dx.doi.org/
10.1080/09692290.2016.1149088.

Cheibub, J. A. (1998) ‘Political regimes and the extractive capacity of governments:
taxation in democracies and dictatorships’, World Politics 50(03): 349-76,
accessed at http:/ /journals.cambridge.org/article_S0043887100012843.

Cnossen, S. (2015) "‘Mobilizing VAT revenues in African countries’, International
Tax and Public Finance 22(6): 1077—108.

Cottarelli, C. (2011) Revenue Mobilization in Developing Countries, Washington, DC:
International Monetary Fund.

Dharmapala, D. and Hines Jr., J. R. (2009) “Which countries become tax havens?’,
Journal of Public Economics 93(9—10): 1058—68, accessed at http://www.scien
cedirect.com/science/article/pii/S004727270900084X.

Ebrill, L., Keen, M. and Bodin, J.-P. (eds) (2001) The Modern VAT, Washington, D.C.:
International Monetary Fund.

Esping-Andersen, G. (1989) The Three Worlds of Welfare Capitalism, 1st Ed., Cam-
bridge: John Wiley & Sons.

Fjeldstad, O.-H. and Moore, M. (2008) ‘Tax reform and state-building in a global-
ised world’, in D. Brautigam, O.-H. Fjeldstad and M. Moore (eds) Taxation and
State-Building in Developing Countries, Cambridge: Cambridge University
Press, pp. 235—-60.

Ganghof, S. (2006) The Politics of Income Taxation. A Comparative Analysis, Colches-
ter: ECPR Press.

342


http://link.springer.com/article/10.1007/s10797-013-9286-8
http://link.springer.com/article/10.1007/s10797-013-9286-8
http://www.tandfonline.com/doi/pdf/10.1080/00220380802582338
http://cps.sagepub.com/content/46/2/123
http://cps.sagepub.com/content/46/2/123
http://dx.doi.org/10.1080/09692290.2016.1149088
http://dx.doi.org/10.1080/09692290.2016.1149088
http://journals.cambridge.org/article_S0043887100012843
http://www.sciencedirect.com/science/article/pii/S004727270900084X
http://www.sciencedirect.com/science/article/pii/S004727270900084X

Downloaded by [EUI European University Institute] at 00:48 26 May 2016

GENSCHEL AND SEELKOPF: TAXATION TRENDS OUTSIDE THE OECD

Ganghof, S. and Genschel, P. (2008) ‘Taxation and democracy in the EU’, Journal of
European Public Policy 15(1): 58—77, accessed at http://dx.doi.org/10.1080/
13501760701702199.

Garcia, M. M. and von Haldenwang, C. (2015) ‘Do democracies tax more? Politi-
cal regime type and taxation’, Journal of International Development, accessed at
http:/ /onlinelibrary.wiley.com/doi/10.1002/jid.3078 / abstract.

Genschel, P., Lierse, H. and Seelkopf, L. (2016) ‘Dictators don’t compete: autoc-
racy, democracy and tax competition’, Review of International Political Economy
23(2).

Genschel, P. and Rixen, T. (2015) ‘The international tax regime: historical evolu-
tion and political change’, in G. Shaffer and T. Halliday (eds) Transnational
Legal Orders, Cambridge: Cambridge University Press, pp. 154—184.

Hinrichs, H. H. (1966) A General Theory of Tax Structure Change During Economic
Development, Cambridge, MA: Law School of Harvard University.

IMF (2014) Revenue Data for IMF Member Countries, Washington, DC: Fiscal Affairs
Department, Tax Policy Division, International Monetary Fund.

Kaldor, N. (1963) “Will underdeveloped countries learn to tax?’, Foreign Affairs,
January, accessed at http://www.foreignaffairs.com/articles/23492/nicho
las-kaldor/will-underdeveloped-countries-learn-to-tax.

Kato, J. (2003) Regressive Taxation and the Welfare State, Cambridge: Cambridge Uni-
versity Press, accessed at http://www.cambridge.org/us/academic/subjects/
politics-international-relations /comparative-politics / regressive-taxation-and-
welfare-state-path-dependence-and-policy-diffusion, 12 March 2015.

Katzenstein, P. ]. (1985) Small States in World Markets: Industrial Policy in Europe,
Ithaca, NY: Cornell University Press.

Keen, M. and Mansour, M. (2010) ‘Revenue mobilisation in Sub-Saharan Africa:
challenges from globalisation I — trade reform’, Development Policy Review 28
(5): 553—71, accessed at http://onlinelibrary.wiley.com/doi/10.1111/j.1467-
7679.2010.00498.x / abstract.

Keen, M. and Simone, A. (2004) ‘Is tax competition harming developing countries
more than developed?’, Tax Notes International 34(13): 1317—26.

Levi, M. (1989) Of Rule and Revenue, Oakland: University of California Press.

Li, Q. (2006) ‘Democracy, autocracy, and tax incentives to foreign direct investors:
a cross-national analysis’, The Journal of Politics 68(01): 62—74, accessed at
http:/ /journals.cambridge.org/article_S0022381600005569.

Li, Q. (2016) ‘Fiscal decentralization and tax incentives in the developing world’,
Review of International Political Economy 23(2), accessed at http://dx.doi.org/
10.1080/09692290.2015.1086401.

Marshall, M. G., Jaggers, K. and Gurr, T. R. (2011) Polity IV Project: Political Regime
Characteristics and Transitions, 1800A2010. Version p4v2011. Vienna, VA: Cen-
ter for Systemic Peace.

Meltzer, A. H. and Richard, S. F. (1981) ‘A rational theory of the size of gov-
ernment’, Journal of Political Economy 89(5): 914—27, accessed at http://www.
jstor.org.ezproxy.eui.eu/stable/1830813.

Olson, M. (1993) ‘Dictatorship, democracy, and development’, The American Polit-
ical Science Review 87(3): 567—76, accessed at http://www.jstor.org/stable/
2938736.

Seelkopf, L., Lierse, H. and Schmitt, C. (2016) ‘Trade liberalization and the global
expansion of modern taxes’, Review of International Political Economy 23(2),
accessed at http:/ /dx.doi.org/10.1080/09692290.2015.1125937.

343


http://dx.doi.org/10.1080/13501760701702199
http://dx.doi.org/10.1080/13501760701702199
http://onlinelibrary.wiley.com/doi/10.1002/jid.3078/abstract
http://www.foreignaffairs.com/articles/23492/nicholas-kaldor/will-underdeveloped-countries-learn-to-tax
http://www.foreignaffairs.com/articles/23492/nicholas-kaldor/will-underdeveloped-countries-learn-to-tax
http://www.cambridge.org/us/academic/subjects/politics-international-relations/comparative-politics/regressive-taxation-and-welfare-state-path-dependence-and-policy-diffusion
http://www.cambridge.org/us/academic/subjects/politics-international-relations/comparative-politics/regressive-taxation-and-welfare-state-path-dependence-and-policy-diffusion
http://www.cambridge.org/us/academic/subjects/politics-international-relations/comparative-politics/regressive-taxation-and-welfare-state-path-dependence-and-policy-diffusion
http://onlinelibrary.wiley.com/doi/10.1111/j.1467-7679.2010.00498.x/abstract
http://onlinelibrary.wiley.com/doi/10.1111/j.1467-7679.2010.00498.x/abstract
http://journals.cambridge.org/article_S0022381600005569
http://dx.doi.org/10.1080/09692290.2015.1086401
http://dx.doi.org/10.1080/09692290.2015.1086401
http://www.jstor.org.ezproxy.eui.eu/stable/1830813
http://www.jstor.org.ezproxy.eui.eu/stable/1830813
http://www.jstor.org/stable/2938736
http://www.jstor.org/stable/2938736
http://dx.doi.org/10.1080/09692290.2015.1125937

Downloaded by [EUI European University Institute] at 00:48 26 May 2016

REVIEW OF INTERNATIONAL POLITICAL ECONOMY

Swank, D. (2016) ‘The new political economy of taxation in the developing
world’, Review of International Political Economy 23(2), accessed at http://dx.
doi.org/10.1080/09692290.2016.1155472

Wagner, A. (1892) Grundlegung der politischen Oekonomie, Leipzig: C.F. Winter,
accessed at http:/ /archive.org/details/grundlegungderp0Owagngoog.

Williams, D. (1996) ‘Social security taxation’, in V. Thuronyi (ed) Tax Law Design
and Drafting, Washington, DC: International Monetary Fund, pp. 340—99.

Wilson, J. D. (1999) ‘Theories of tax competition’, National Tax Journal 52(2):
269-304.

World Bank (2013) World Development Indicators, Washington, DC: World Bank.

344


http://dx.doi.org/10.1080/09692290.2016.1155472
http://dx.doi.org/10.1080/09692290.2016.1155472
http://archive.org/details/grundlegungderp00wagngoog

	Abstract
	1. HAVE `UNDERDEVELOPED COUNTRIES´ LEARNED TO TAX?
	2. MAPPING TAXATION TRENDS IN NON-WESTERN COUNTRIES
	2.1.  Limited convergence of total government revenues
	2.2. . The demise of trade taxes
	2.3. . General diffusion of the value added tax (VAT)
	2.4.  The surge of the corporate income tax (CIT)
	2.5. . The two worlds of personal income taxation (PIT)
	2.6. . The selective spread of social security contributions (SSCs)
	2.7. . The correlates of taxation in non-Western countries

	3. . GLOBALIZATION, DOMESTIC INSTITUTIONS AND TAXATION IN NON-WESTERN COUNTRIES
	3.1. . Economic globalization
	3.2. . Interaction effects

	4. . IS THE OECD STILL THE GOLD STANDARD IN TAXATION?
	ACKNOWLEDGEMENTS
	Supplemental data
	Notes on contributors
	References



