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countries in 1997. Of these fifty-three countries, thirteen are federal and forty are unitary. 
As we might expect, the average degree of revenue centralization is lower in federal states 
(74.6 percent) than in unitary ones (87.95 percent). In other words, federalism and decen-
tralization tend to go together. It should be noted, however, that there is a substantial 
amount of variation in revenue centralization in both unitary and federal countries 
(Arzaghi and Henderson 2005). For example, some unitary states (China, Denmark, 
Finland, India, Japan, Sweden) are more decentralized than the average federal state. 
Indeed, China, where the central government collects only 48.6 percent of the country’s 
tax revenue, is the most decentralized state in the whole sample. Similarly, some federal 
states (Belgium, Malaysia, South Africa) are much more centralized than the average uni-
tary state. Fully 97.6 percent of the tax revenue collected in federal Malaysia is collected by 
the central government.

To summarize, federalism can be distinguished along two dimensions: federalism in 
structure (federal versus unitary) and federalism in practice (decentralized versus central-
ized). Whereas federalism in structure is a dichotomy—a country is either federal or 
unitary—decentralization is best thought of as a continuum, with some states being more 
decentralized than others. In Figure 15.2, we simplify the world somewhat and show  
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