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Motivation
• Welfare State under attack from two sides
• delegetimization of recipients

• financing side: (quasi-)economic arguments

• Tax Share has been in the center of political debate
• often assumed: negative influence of high level of taxation

• Few influential papers shaped public perception



What is the tax share?
• Sum of all taxes (and social security contributions) in percent of GDP

• Tax share is not a measurement of „burden“

• Difficult international comparison
• depends on the organisation of social security

• as well as the tax system

• Higher tax share in rich countries (Wagners Law)

• Spending/distribution/… not considered







Theory
• Ambiguous effects of taxation on growth

• Neoclassical argument: overall negative effect on growth
• taxes distort market outcomes

• negative incentive for investment, labor supply …

• but: possible positive externalities
• productivity, security, expectations … 

• All about spending?



Empirical Findings
• Influential and widely cited article by Arnold et. al. (TEJ, 2011)

• Negative effect of high taxation on growth
• control for the structure of tax system

• used in country specific recommendations

• critically reviewed

• OECD recommends to shift taxation from labor to property

• IMF calls for shifts to taxation of property

• Assumption of negative influence of high taxation on growth remains



Our contribution
• Evaluation of results

• Larger sample, longer time series

• Methodological contributions
• spatial econometrics

• revenue-neutral shifts



Data
• OECD tax revenue statistics

• sample of 34 OECD countries

• 1995 – 2014

• Controls: 
• Human capital, population growth, gross capital formation, depreciation rate of capital







Results
• No (negative) effect of tax share on growth

• Structure of tax system matters
• negative effect of high labor taxes

• property taxes are neutral



Thank you!






