
Informality, tax policy and the business cycle: exploring the links - Portal de
Investigaciones Económicas

Informality, tax policy and the business cycle: exploring the links

Informality, tax policy and the business
cycle: exploring the links
INTERNATIONAL TAX AND PUBLIC FINANCE
Número: 
1
Publicado: 
Lunes, 12 Junio 2023
Authors:
Catalina Granda,
Danny García-Callejas
Clasificación JEL: 
E26, E32, E62, H30, O17
Descargar documento

Lo más reciente
Tasa de interés de política monetaria de Colombia: Sus expectativas y el traspaso a las tasas
de CDTs y de créditos
Julián Alonso Cárdenas-Cárdenas, Deicy Johana Cristiano-Botia, Eliana Rocío González-
Molano, Carlos Alfonso Huertas-Campos
Revista Ensayos Sobre Política Económica - Características cuantitativas de los ciclos
económicos en Colombia
Luis E. Arango, Juan José Ospina-Tejeiro, Fernando Arias-Rodríguez, Oscar Iván Ávila-
Montealegre, Jaime Andrés Collazos-Rodríguez, Diana M. Cortázar Gómez, Juan Pablo Cote-
Barón, Julio Escobar-Potes, Aarón Levi Garavito-Acosta, Franky Juliano Galeano-Ramírez,
Eliana Rocío González-Molano, Maria Camila Gomez Cardona, Anderson Grajales, David
Camilo López-Valenzuela, Wilmer Martinez-Rivera, Nicolás Martínez-Cortés, Rocío Clara
Alexandra Mora-Quiñones, Sara Naranjo-Saldarriaga, Antonio Orozco, Daniel Parra-Amado,
Julián Pérez-Amaya, José Pulido, Karen L. Pulido-Mahecha, Carolina Ramírez-Rodríguez, Sergio
Restrepo Ángel, José Vicente Romero-Chamorro, Nicol Valeria Rodríguez-Rodríguez, Norberto
Rodríguez-Niño, Diego Hernán Rodríguez-Hernández, Carlos D. Rojas-Martínez, Johana Andrea
Sanabria-Domínguez, Diego Vásquez-Escobar
Disparidades regionales en los precios de arrendamiento de vivienda urbana en Colombia:
una evaluación empírica
Luis Armando Galvis-Aponte, Adriana Isabel Ortega-Arrieta, Adriana Marcela Rivera-Zárate
Otras Publicaciones

Despite the worldwide prevalence of informality, consensus on a reliable and consistent set
of drivers and consequences of this phenomenon has been elusive to both researchers and
policymakers. This study partly addresses this shortcoming by exploring the interactions
between the informal economy and tax policy and how these are shaped by business cycle
fluctuations. To this end, we identify robust determinants of both informality and taxation by
means of an econometric analysis that accounts for bi-directional causality. Focusing on two
different dimensions of informal activity and three tax policy instruments and employing
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numerous determinants over dozens of model combinations, we find that the significance of
the relationship between informality and taxation depends on the specific tax instrument
under consideration. Thus, informal economic activity may particularly affect the design of
corporate taxes. Also, the business cycle may have distinctive influences on informality and
tax policy, so direct taxes appear to be acyclical or countercyclical while indirect taxes are
strongly procyclical. We conclude by noting how the cyclicality of the informal economy and
taxation might allow to substantiate evidence on the role of informality in the adoption of
potentially destabilizing fiscal policies.


