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Main contributions

Main result

The level of party system institutionalisation has a robust, significant and
remarkable effect on the relevance of PIT in the tax composition.

Research focus

Shifting the focus in the study of taxation from coercion capacities to
force citizens into taxation to the circumstances under which citizens
(especially wealthy citizens) consent to taxation.

Methodological

Broad empirical basis and replication of the analysis using the most
comprehensive databases
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Argument and Hypothesis

Main argument and intuition

1 The capacity to force coercion differs strongly between countries with
different levels of bureaucratic capacity

2 In developing countries taxation is ”a game of credible commitment
rather than a game of pure coercion” especially when it cames to
taxing wealthy taxpayers.

3 Governments in developing countries have huge problems of
credibility:

Opportunistic behavior of political leaders
Political sustainability of agreements

4 Party system institutionalisation can mitigate these problems

5 The effect of institutions fostering credibility will be more relevant,
the lower the capacity to coerce.
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Argument and Hypothesis

Main argument and intuition

The lower the bureaucratic capacity, the stronger the positive
effect of party system institutionalisation on the relevance of the
PIT in the tax composition.
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Methodological approach

Main variables

Main DV: Personal income tax collection as percentage of total tax
collection

Main IVs of interest:

Bureaucratic capacity (ICRG)
Party institutionalisation- operationalised as Party age (DPI)

Controls: Gini Index, GDP p.c, trade openness, non tax revenue,
urban population, agriculture (value added)
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Main results

Main results

Figure 1: Marginal effect of party system institutionalisation on the
relevance of PIT in the tax composition
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Figure based on fixed effects model presented in Table 1.

Note: Corresponds to Figure 1 in the manuscript (p. 15)
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Main results

Size of the effect

Table A3: Effect of one Standard deviation of Party Age at different
levels of bureaucratic capacity

Level of bureau-
cratic capacity

Average PIT as %
of Total Tax

Size of the effect

0 9.7 18.9

1 10.9 13.5

2 13.2 8.5

3 22.3 3.4

4 37.9 1.1
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Robustness and heterogeneous effects

Robustness

1 Using collection as percentage of GDP as the DV

2 Using alternative data sources ()IMF vs GRD)

3 Additional political variables (Age of the largest government party,
Regime durability Years in office of the chief executive)

4 Alternative measure of the Gini Index

5 Jackknife estimations
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Robustness and heterogeneous effects

Heterogeneity of the effect I

Figure 2: Marginal effect of party system institutionalisation on the
relevance of PIT in democracies vS. autocracies
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Figure based on fixed effects Model presented in Table 1. Point predictions (solid lines) and 95% confidence intervals (dotted lines).

Note: Corresponds to Figure 2 in the manuscript (p. 20)
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Robustness and heterogeneous effects

Heterogeneity of the effect II

Figure 1: Marginal effect of party system institutionalisation on the
relevance of PIT conditional on the Largest Government
Party being programmatic
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Figure based on fixed effects model presented in Table 1. Point predictions correspond to the solid lines. Dotted lines delimit the 95% confidence intervals.

Note: Corresponds to Figure 3 in the manuscript (p. 21)
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Overall conclusions and implications

Main conclusions

1 At low level of bureaucratic capacity, party system institutionalisation
has a strong positive effect on the relevance of progressive taxes in
the tax composition.

2 The effect appears to be particularly strong and reliable in
democracies and when governmental parties have a programmatic
orientation.
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Overall conclusions and implications

Implications

1 Wealthy taxpayers are not a priori against taxation.

2 Especially where bureaucratic capacity is low taxation represents a
game of credible commitment rather than one of coercion.

3 Political institutions are crucial to solve this problem and allow the
definition of more ambitious fiscal agreements with wealthy taxpayers.
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Overall conclusions and implications

What does this mean in terms of policy implications?

1 There is a scope to move tax and development debate beyond the
broad generalization that politics matters. Certain institutions appear
to matter more than others

2 We need to change the question: What do citizens need in order to
consent to taxation

3 Increasing overall tax performance in developing countries is in the
vast majority of cases desirable, if not urgently needed. Still, the
question of who is taxed should not be neglected.
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armin.schiller@die-gdi.de
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Additional material

Additional figures and tables
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Additional material

Robustness

Table 2: Tax Collection of Different Tax Types as Percentage of GDP

Note: Corresponds to Table in the manuscript (p. 17)
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