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COMPARATIVE TAXATION: WHY TAX SYSTEMS DIFFER

Reviewed by John Minas

Comparative Taxation: Why Tax Systems Differ, by Chris Evans, John Hasseldine, Andy Lymer, Robert 
Ricketts and Cedric Sandford, Fiscal Publications, 2017, 339 pages, ISBN 9781906201371.

Comparative Taxation: Why Tax Systems Differ is a comprehensive, well-written analysis and comparison 
of tax systems in different countries. The book explores several critical issues related to tax systems 
around the world and seeks to explain both the similarities and the differences in how tax systems are 
structured and operate in different countries, both developed and developing.

The introductory chapter contains an overview which sets out examples of the many questions that the 
book seeks to answer, such as:

• Why are the tax systems of developed and developing countries converging and how do they still 
differ?

• Why has income become the predominant tax base in developed countries?
• Do we need corporate income taxes?
• Why are wealth taxes relatively underutilised in all countries?
• Why do taxpayers comply, or not comply, with their tax obligations?
• Where should we go next in designing tax systems for the 21st century?

Chapters 2 and 3 are concerned with tax structures. Chapter 2 is focused on the challenges, patterns, 
and trends that relate to the tax systems, and it considers developed countries and developing countries 
separately. A distinct trend referred to in the chapter is the increase in general consumption taxes for 
OECD1 countries. It is also noted in the chapter that there has been a steady reduction in income tax rates 
for individual and corporate taxpayers. In some cases, accompanying base broadening measures have 
ensured that the revenue from these taxes has not always declined.

Chapter 3 is about tax assignment – how different layers of government share taxes and taxing powers. 
After summarising the general principle of taxation, the chapter  sets out eight essential or desirable 
criteria for local and state taxes.

The next four chapters of the book are on the main types of taxes: Personal Income Taxes (Chapter 4), 
Corporate Income Taxes (Chapter  5), Capital or Wealth Taxes (Chapter  6), and Consumption Taxes 
(Chapter 7). In Chapter 4, income and consumption taxes are discussed by reference to: horizontal and 
vertical equity, efficiency, inflation, complexity, and intergenerational concerns. The chapter also refers 
to tax expenditures and how these can distort international comparisons of tax systems. In Chapter 5, it is 
noted that despite criticisms of the corporate income tax, it is an important source of tax revenue. This is 
particularly the case in Australia, where corporate tax is a higher percentage of Gross Domestic Product 
and of total revenue than for the other countries in the comparative table in the chapter.

Chapter 6 compares various capital or wealth taxes in three broad categories: taxes on wealth stock, 
taxes on wealth transfer and taxes on wealth appreciation. It is noted that apart from being a source of 
revenue, in each case, the objectives relate to horizontal equity and vertical equity. Chapter 7 considers 
various types of consumption taxes including: taxes on goods and services, excise and use taxes, and 
general sales taxes.

Chapter 8, on environmental taxes, notes the significant growth in their use and the fact that they will 
continue to play a major role in addressing environmental challenges. The chapter refers, in detail, to the 
OECD environmental taxation guide for policy makers.2

1 The Organisation for Economic Co-Operation and Development.
2  Organisation for Economic Co-Operation and Development (OECD), Environmental Taxation: A Guide for Policy Makers 
(OECD, Paris, 2011).



Book review

(2018) 47 AT Rev 242 243

Chapter 9 is concerned with tax issues surrounding multinational corporations. Tax neutrality is discussed 
by reference to capital export neutrality, capital import neutrality and “national” neutrality. Later in the 
chapter, transfer pricing is considered, by reference to the OECD Model Tax Treaty. The chapter notes 
the trend over the past two decades towards increased competition between countries for capital. Related 
to this is the dramatic reduction in corporate tax rates generally. It is posited that over the next two 
decades the focus will shift away from tax competition and towards cooperation to reduce tax abuses by 
multinational companies.

Chapter  10 considers tax complexity. It refers to indicators of complexity including: the number of 
taxes, the length of tax codes, and the readability of laws. The chapter then considers in detail one of the 
main indicators of complexity – operating costs (the combination of the administrative costs incurred 
by revenue authorities in administering the tax system and the compliance costs incurred by taxpayers 
and intermediaries in complying with tax obligations). The chapter confirms that the weight of evidence 
implies that tax systems generally are highly complex. It is also of note that compliance costs are high, 
regressive and, not reducing over time. The chapter refers to the practice of monitoring operating costs 
adopted by some countries, as well as the United Kingdom and other countries’ experience of setting 
identifiable global burden reduction targets. It is argued by the authors, however, that these measures 
alone are not enough and that a “meta-index of tax system complexity” should be developed.

Chapter 11 is concerned with tax compliance. It is noted that overall compliance is “surprisingly high in 
most developed countries”. The chapter distinguishes between tax avoidance: “working within the law 
(though against its spirit)” and tax evasion (“working outside the law”). A section within the chapter on 
tackling tax avoidance considers three broad categories of barriers to tax avoidance – legislative, judicial 
and administrative. The chapter refers to a notable recent development in the form of the “diverted profits 
tax” in operation in the United Kingdom, as well as a similar measure enacted in Australia, effective 
from 1 July 2017.

Chapter 12 of the book is on tax reform. It considers tax reform at the “political event” level (by reference 
to recent major tax reviews in Australia, the United Kingdom and New Zealand), and tax reform at 
the “normal” policy development level (by reference to Government policy and academic policy and 
debate). According to the authors, academic research “provides the undercurrent which supplies all or 
most tax reform over the long term”.

Drawing on a wealth of examples from diverse countries around the word, the book is a very useful 
resource for anyone, both academic and more general, with an interest in tax and tax systems from a 
comparative perspective. As the authors note on the back cover, “readers will include anyone interested 
in how tax systems are formed, how they operate in practice, and how they are reformed”.




