Welfare State: Taxes and Transfers
    We illustrate these findings in Tables 1 and 2 which can be found in Razin, Sadka and Swagel (2002b). Table 1 contains results for reduced-form determinants of the tax rate on labor income. Table 2 contains results for reduced-form determinants of the per capita social transfers. The coefficients on the dependency ratio are negative and highly significant in both tables, as suggested by theory.

    Table 1: Determinants of Tax Rate on 

    Labor Income (dependent variable: labor tax rate, 146 observations)   







(1)
(2)
(3)
(4)
  (5)

Government jobs/total employment
0.879
0.877
0.620
0.901
0.699

                                                           

(7.34)  (7.34)  (4.65)  (8.75)  (5.52)

Dependency ratio



-1.168  -1.287  -1.358  -1.185  -1.254

                                                              
(-7.59) (-7.05) (-7.76) (-6.96) (7.53)
Trade openness



-0.003  -0.004  -0.045   0.008  -0.026              

                                                                         (-0.10)  (-0.16) (-1.65) (0.34)  (-0.99)

Per capita GDP growth
      

-0.015  -0.035  -0.006   0.027   0.042







(-0.25)  (-0.55)  (-0.10) ((0.45) (0.72)

Rich/middle income share


-0.009  -0.033  -0.019  -0.033   -0.022







(-0.18)
 (-0.62)
 (-0.37)  (-0.68)  (-0.47)


Poor/middle income share
                         -0.065  -0.101  -0.059  -0.017   0.006







  (-0.04) (-0.61)  (-0.38) (-0.11)  (0.04)


Unemployment rate





     0.327
    0.259









     (3.73)              (3.07)


Immigrants/population

                          -0.403  -0.614  -10.852  -9.723








  (-1.20)  (-1.89)  (-4.88)  (-4.45)

Medium + high education 






Immigrants/population



                             16.679 19.043                









      (4.75)  (8.37)


R²





  0.652
  0.656
  0.690
     0.708      0.728

a} All specifications include country fixed effects (coefficients not shown). The t- statistics are in parentheses.

     Table 2 shows results for the determinants of social transfers per person (in the common currency of real dollars). As with the labor tax rate, the dependency ratio has a significant negative effect.

    Table 2 : Determinants of Per Capita Social Transfers     (dependent variable: social transfers per capita in real dollars,     146 observations.

  




 (1)  
 (2)
(3)
(4)
(5)

Government jobs/total employment
4.359
4.461
5.263
4.618
5.825







(3.13)  (3.65)  (3.69)   (3.84)   (4.14)

Dependency ratio



-10.247  -3.908  -3.685  -3.346  -2.941







(-5.72)   (-2.09)  (-1.96)  (-1.81)  (-1.59)

Trade openness



-2.028    -1.946   -1.819  -1.879  -1.682






(-6.73)    (-7.35)  (-6.29)  (-7.19)  (-5.87)

Per capita GDP growth


-1.388    -0.336    -0.425   0.009   -0.078







(-1.95)     (-0.52)  (-6.25)  (0.01)  (-0.12)

Rich/middle income share


 -2.399   -1.115   -1.159   -1.117   -1.181







  (-4.22)  (-2.07)   (-2.15)  (-2.11)  (-2.24)

Poor/middle income share
-

-7.350   -5.424    -5.554   -4.959   -5.090






(-3.89)   (-3.21)   (-3.29)   (-2.97)  (-3.07)

Unemployment rate





     -1.022                -0.514









      (1.09)               (-1.62)

Immigrants/population



    21.583   22.244 -36.328 -2.945 


    



    (6.30)    (6.39)   (-1.51) (-1.77)


Medium + high education 




    
105.532      19.375

immigrants/population















(2.43)           (2.71)

R²





0.497
  0.616
           0.620   0.633 0.641

All specifications include country fixed effects (coefficients not shown). The t- statistics are in parentheses.

