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Research Papers:
“Income Taxation and Self-Employment: The Impact of Progressivity in Countries with Tax Evasion” (Job Market

Paper)

Recently several developing and transitional countries changed their personal income tax from fairly progressive to
flat in an effort to improve efficiency. But how do taxes affect incentives when people can sometimes tax evade
and pay bribes? In this paper, I address this question by focusing on the effects of personal income tax
progressivity on the decision to become self-employed. I develop a theoretical model of tax evading self-employed
individuals who pay bribes to tax authorities. The model predicts that progressivity affects the decision to become
self-employed even if people tax evade. I then test this prediction empirically using three sources of data. First, I
use Russian longitudinal data and estimate the effects of progressivity on the individual decision to become self-
employed. Second, I construct a data set of personal income tax schedules for 76 countries over 12 years and
estimate the effects of progressivity on the number of micro enterprises at the aggregate level. Third, I use Living
Standards Measurement Surveys from 8 developing countries to estimate how much people are evading and the
effect of progressivity on the amount that is not evaded. I find that increases in progressivity decrease the
probability of choosing self-employment and decrease the number of micro enterprises. I also find that in countries
with high tax evasion and frequent bribes, self-employment is less responsive to taxes than in the U.S.

“Rethinking Economic Sanction Success: Sanctions as Deterrents”

Economic sanctions are one of the most common foreign policy tools. Despite their widespread use, there is little
empirical evidence and much debate about how sanctions affect countries’ behavior. In this study, I investigate
whether sanctions affect future military behavior. I look at the effects of sanctioning a country involved in a
militarized dispute on the probability that the sanctioned country or any other country involved in the dispute will
be involved in a militarized dispute in the future. I also look at the effects of the sanction on the probability that
countries similar to the ones in the sanctioned dispute will participate in another dispute in the future. I use the
Correlates of War data on militarized interstate disputes and Hufbauer et al.’s data on economic sanctions. I find
that countries involved in a dispute and countries similar to the ones involved in the dispute are less likely to
participate in another dispute in the future if one of the countries involved in the original dispute was sanctioned.

“Financial Sector Quality and Tax Revenue: Panel Evidence”

In this study, I explore the relationship between the quality of the financial system and the amount of tax revenue
the government can collect from its taxpayers. I argue that in countries with high quality financial sectors, more
people use financial intermediaries for transactions, making hiding income more difficult. I test this view by using
panel data from 71 countries and 14 years. I construct a financial indicator that encompasses measures of banking,
stock market, institutions, monetary policy and insurance markets quality. I find that an increase in the quality of
financial intermediaries increases total tax revenue, income tax revenue and international trade tax revenue as
shares of GDP. I also find that the quality of the financial sector doesn’t affect the revenue collected from sales,
property or gift taxes.



