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In recognition of these difficulties, political scientists frequently use the percentage of all 
tax revenue that is collected by the central government as a measure of state centralization.2 
This is often referred to as “fiscal (de)centralization.” The basic assumption underlying this 
measure is that governments need tax revenue in order to implement policies. Thus, the 
scope of policymaking activities at any one level of government will ultimately depend on 
the share of tax revenues that it collects. The higher the share of all tax revenues collected by 
the central government, the more centralized the state. The lower the share of all tax reve-
nues collected by the central government, the more decentralized the state. In sum, although 
political scientists tend to see federalism as a constitutional issue, they tend to see decentral-
ization as a budgetary one.

In Figure 15.1, we illustrate the share of tax revenue collected by the central govern-
ment out of the total tax revenue collected by all levels of government for fifty-three  

2. For a good discussion of various measures of federalism and decentralization, see Rodden (2004).

Unitary Federal

90

100

80

70

60

50

40

China

Japan (1990)

Finland

South Africa

Mexico

Brazil

Argentina

AVERAGE
Belarus
Bolivia Spain

Albania

Czech Republic

Croatia

United Kingdom

Dominican Republic

Portugal

France
Hungary

Kenya

Latvia

Sweden

India

Denmark

Belgium

Austria
Australia

Germany

United States
Switzerland

Russia
Canada

Malaysia

Norway
Lithuania

Estonia
AVERAGE

Nicaragua
Poland

Guatemala
Indonesia

Botswana

Thailand
Netherlands

Italy

Revenue Centralization: Central Government’s Share 
of Tax RevenueFigure  15.1

Source: Data are from Yusuf and the World Bank (1999, 216–217).

Note: With the exception of Japan, all data points are for 1997; Japan’s data point is for 1990. Tax revenue that is 
legally mandated to be transferred to regional governments through a revenue-sharing scheme is treated as belong-
ing to the regional governments even if it is first collected by the central government. The names of some unitary 
countries have been omitted for visual clarity.




