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Abstract

This study investigates how multilateral cooperation on tax information exchange
affects tax revenue mobilization in developing countries. In response to global
efforts to curb tax evasion, the OECD launched the Global Forum on Transparency
and Exchange of Information for Tax Purposes. Focusing on its core objective of
enhancing tax transparency, we analyze the impact of Forum membership on non-
resource direct tax revenues in 60 developing countries from 2000 to 2020. Using a
semi-parametric difference-in-differences approach, we find that membership signif-
icantly boosts tax revenues. These results are robust to alternative estimation tech-
niques and remain consistent across disaggregated tax data. Our findings highlight
the critical role of cross-border information exchange in improving transparency and
strengthening domestic revenue systems, particularly where enforcement capacity is
limited. By showing that cooperation enhances tax collection without compromis-
ing investment attractiveness, this study contributes to debates on international tax
reform and the Base Erosion and Profit Shifting (BEPS) agenda, emphasizing the
value of information sharing and capacity building for equitable tax governance.

Keywords Tax cooperation - Tax information exchange - Tax evasion -
Transparency - Tax revenue - Developing countries

JEL Classification F42 - H26 - H73 - H77 - H87

1 Introduction

Tax abuse—through evasion, avoidance, and other strategies to minimize obliga-
tions—remains one of the most pressing issues affecting both developed and devel-
oping countries (Spicer 1986; Allingham and Sandmo 1972; Marrelli 1984; Cow-
ell 1985). These practices undermine the integrity of global financial systems and
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Fig. 1 Tax abuse level by continent. Source: Author’s construction

erode public trust in tax institutions. Recent tax scandals have revealed that tax
abuse persists as a significant and ongoing problem in the current international tax
system. High-profile leaks such as Lux Leaks (2014), Swiss Leaks (2015), Panama
Papers (2016), Paradise Papers (2017), Mauritius Leaks (2019), Luanda Leaks et
Fincen files (2020), and Lux Letters (2021) have exposed how wealthy individu-
als and multinational companies use offshore structures and secret financial arrange-
ments to avoid taxes. In 2012, the Tax Justice Network, alongside economist James
S. Henry,' estimated global tax evasion at approximately $30 trillion, with half
of this wealth concentrated in the hands of just 0.0015% of the global population.
Despite the development of repressive measures, the Tax Justice Network (2021)
estimates in its “State of Tax Justice” report that approximately $483 billion in tax
revenue is lost annually due to tax abuses by multinationals and high-net-worth indi-
viduals, with 57% of the revenue losses for developing countries. Figure 1 illustrates
that, although Africa and Latin America are the regions most affected by tax abuse ,
they contribute the least to such practices. In contrast, Europe, despite being heavily
impacted by tax avoidance, also plays a significant role in enabling it through juris-
dictions that facilitate aggressive tax planning.

Abusive tax manipulation can pose a threat to state sovereignty. On the one hand,
the problem of tax evasion and fraud, in addition to causing revenue losses, puts
states in a weak position (Drummond et al. 2012), deteriorates the social environ-
ment, and encourages tax incivism (Kisters 2022). Keen and Ligthart (2006) also
stressed that tax evasion affects the fairness of the tax system and facilitates the pro-
liferation of harmful activities such as money laundering, terrorist financing, brib-
ery, and corruption. In the case of developing countries, the phenomenon is more
significant and constitutes an obstacle to the achievement of the commitments made

! James S Henry is an American economist, lawyer, and investigative journalist specializing in capital
flight, tax evasion, tax justice, and development finance. He is a founding member of the Tax Justice
Network.
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to prioritize the mobilization of domestic resources as the primary source of financ-
ing for development in Addis Ababa? in July 2015.

On the other hand, developing countries face a greater risk of abusive tax
manipulation.

Characterized by limited tax administrations (Chang et al. 2020) and tax con-
trol systems, many countries have experienced a rise in tax evasion and avoidance,
driven in part by recent growth in foreign direct investment (FDI), the promotion of
free trade, and increasing globalization. These global developments have facilitated
the expansion of cross-border activities, making it more difficult for domestic tax
systems, often still governed by national laws, to effectively manage taxation. Sev-
eral studies have highlighted the mismatch between traditional tax governance and
the evolving structure of the global economy.

In addition, the pioneering work of the Organization for Economic Cooperation and
Development (OECD) in 1998 drew attention to the existence of harmful tax com-
petition. Neumann et al. (2009) and Avi-Yonah (2009) have underscored the risks of
tax arrangements and revenue losses stemming from the lack of harmonization among
national tax systems. In response to these challenges, the OECD proposed the creation
of the Global Forum on Transparency and Exchange of Information for Tax Purposes
in 2000—an initiative that, at first, received limited international support. The 2008
financial crisis, along with revelations of large-scale tax avoidance by multinational
corporations, served as a catalyst for accelerating the institutionalization of the Forum
and the adoption of international tax transparency standards in 2009. The main objec-
tive of the Forum is to promote tax transparency by establishing a framework for the
exchange of tax-related information between domestic financial institutions, national tax
authorities, and foreign tax administrations concerning cross-border taxpayer activities.
Although often associated with recent reforms, the concept of exchanging tax infor-
mation dates back several decades. Its formal origins can be traced to 1927, when the
League of Nations’ Committee on Double Taxation and Tax Evasion introduced the first
international framework.

This laid the foundation for further developments, particularly with the OECD’s
involvement starting in 1963 and culminating in the Multilateral Convention on
Mutual Administrative Assistance in Tax Matters, proposed in 1979 and ratified in
1987. In the U.S., high-profile tax evasion cases involving Liechtenstein’s LGT and
Switzerland’s UBS spurred efforts to enhance cross-border transparency, ultimately
leading to the introduction of FATCA,? specific to the US states.

Unlike FATCA, the Global Forum is more ambitious and includes developing
countries.

While existing studies have shown that information exchange has contributed
to resource mobilization for developed countries, evidenced by the modification of
bank deposits and the reduction of illicit financial flows (Zucman 2013; Johannesen

2 Through negotiations, the States participating in the Conference on Financing for Development in
Addis.

Ababa, Ethiopia reached a historic agreement on a series of bold measures to reform the global practice
of financing for sustainable development.
3 Foreign Account Tax Compliance Act.
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and Zucman 2014; Cobham and Jansky 2018), the impact on developing countries
remains less clear. This paper aims to address that gap by analyzing how tax infor-
mation exchange affects tax revenue mobilization in developing countries. This
focus is particularly relevant given the distinct institutional, economic, and fiscal
environments that characterize these countries.

First, the technological deficiency and the outdated organization of tax admin-
istrations create a different context for these countries. Such constraints can hin-
der the effective implementation of the standards set by the Global Forum. More-
over, in the absence of favorable economic conditions, tax incentives and the
assurance of confidentiality for foreign taxpayers have long contributed to making
these countries attractive for investment , as demonstrated by Schjelderup (2016),
Sharman (2010), and Gordon (2009). Secondly, several studies (Ajayi and Ndiku-
mana 2014) have shown that developing countries are the most exposed to capi-
tal flight and illicit financial flows, and advocate for the exchange of information
between national tax authorities as a key policy tool to mitigate this issue (Fuest and
Riedel 2010). Finally, the stagnation of official development assistance, combined
with fiscal pressures arising from the COVID-19 crisis and growing development
needs, underscores the urgency of finding sustainable domestic financing solutions
(United Nations 2020; IMF 2020). The critical question in this context is whether
participation in the Global Forum for transparency and exchange of information for
tax purposes improves resource mobilization in developing countries.

This paper attempts to answer this question by comparing members and non-
members developing countries using information available in the Forum’s annual
reports applying impact analysis methods. The potential impact of the Forum is
twofold: it may enhance revenue generation by reducing illicit financial flows and
increasing tax transparency, but it may also be influenced by FDI* flow reduction.
To better understand this dual impact, the work of Bacchetta and Espinosa (1995)
provides a useful theoretical framework, suggesting that the exchange of informa-
tion between countries, while beneficial in many ways, can also generate unintended
consequences. According to their game theory model, the choice to share tax infor-
mation can be strategic, with both positive and negative effects.

While some argue, like Dagan (2000), that tax transparency could deter FDI—
especially if capital-exporting countries are trying to avoid taxes—others, such
as Johannesen and Zucman (2014) and Cobham and Jansky (2018) highlight the
potential benefits of tax transparency for FDI-receiving countries, suggesting that
it can reduce illicit financial flows, attract stable investments, and boost investor
confidence.

This study aims to examine the net impact of tax information exchange on tax
revenues in developing countries, considering the potential adverse effects on
FDI. It is one of the first empirical investigations to focus exclusively on develop-
ing countries. Given the complex institutional diversity and data constraints in

4 FDI can contribute to growth, create employment, and, above all, facilitate significant technology
transfer to the recipient country. They can also stimulate economic activity and create greater potential
for government revenues.
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developing countries, our primary goal is to provide rigorous empirical evidence
on the effects of Global Forum membership on tax revenue mobilization. These
findings serve as a foundation for future theory-building, helping to shape more
context-sensitive models that can better capture the diverse mechanisms at play.

We apply the semi-parametric difference in difference method of Abadie (2005)
adapted for panel data structure and non-randomized studies, which allows
for relaxation of the parallel trend hypotheses. Using a reweighting technique,
this method estimates the effects based on observable characteristics after con-
trolling for the country and time-specific factors without imposing restrictions on
functional forms compared to standard regression methods. It adjusts for differ-
ences between groups on observable characteristics correlated with the propen-
sity score and enables evaluation of the treatment effect linked to membership in
the Forum. In our case, where the treatment start date corresponding to member-
ship of the global information exchange forum is not the same for all countries,
it also tries to reduce unobserved and time-varying differences between early and
late member countries that can confound our results.

In robustness checks, we employ the difference-in-differences with multi-
ple time periods proposed by Callaway and Sant’Anna (2021) which has the
advantage of better handling dynamic contexts. Additionally, we apply alter-
native matching methods and Inverse Probability Weighting to address potential
selection bias and verify the consistency of our findings across various specifica-
tions. To further validate the results, we conduct a sensitivity analysis, testing the
stability of the outcomes under various assumptions and model specifications.

This study also considers the impact analysis of the application of each of the
two primary standards of the Global Forum and evaluates the effect on disag-
gregated revenues. The main finding in this paper indicates that Global Forum
membership significantly improves non-resource direct tax revenue mobilization
by about 2.68 percentage points on average. We also remark a significant effect
on corporate income tax revenues of 2.49 percentage points and personal income
tax of 0.94 percentage points on average.

We demonstrate that our finding is particularly robust to different specifications
and the use of additional identification strategies. Moreover, we find that coun-
tries implementing Global Forum’s Exchange Of Information on Request (EOIR)
Standard also experience improvements in tax revenue mobilization. The analy-
sis of main transmission channels supports our hypothesis and present expected
effects. Our results are in line with the theoretical model of Bacchetta and Espi-
nosa (1995) which indicates that the choice of sharing tax information can gener-
ate negative effects but can also provide positive effects that counterbalance the
negative effects. The rest of the paper is organized as follows: after a review of
the existing literature on the issue in Sects. 2 and 3 presents the data and styl-
ized facts, Sect. 4 outlines the methodology used, Sect. 5 discusses the results
obtained, Sect. 6 explores the effects through the primary transmission channels,
Sect. 7 presents robustness checks, and the last section concludes.

@ Springer
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2 Literature review
2.1 Overview of the literature on information exchange for tax purposes

When we examine the literature on information exchange for tax purposes, we find
diverse literature mainly oriented around three axes.

The first wave of literature explores the factors motivating countries to enter into
tax information exchange agreements. Early foundational work includes Bacchetta
and Espinosa (1995) and Huizinga and Nielsen (2003), who developed game-theo-
retical models to explain the strategic incentives behind cooperation. Bacchetta and
Espinosa (1995) argue that governments weigh the temporary benefits of withhold-
ing information against the long-term costs of potential retaliatory tax policies. Sim-
ilarly, Huizinga and Nielsen (2003), further emphasize that cooperation is driven
by the desire to monitor taxpayers’ cross-border activities. Key factors encouraging
cooperation include bank secrecy, reciprocity, tax rates, and the interaction dynam-
ics between governments. Real-world case studies provide empirical support for
these theoretical insights. Voget (2009), using a Heckman Tobit model on informa-
tion sharing between the Netherlands and 81 partners (1992-2005), finds that high
tax rates, significant capital abroad, and public fund costs incentivize countries
to sign such agreements. Ligthart et al (2011), analyzing double taxation treaties
among 189 countries, identify personal tax rates, withholding tax rates, and direct
investment stocks as positive determinants of treaty formation. Bilicka and Fuest
(2014) examine 565 Tax Information Exchange Agreements (TIEAs) signed by tax
havens and find that bilateral economic ties (portfolio investment, FDI, and trade)
significantly increase the likelihood of agreement. Finally, Lesage et al. (2020) high-
light that BRICs> countries are motivated by their exposure to illicit financial flows,
but sovereignty concerns make them wary of external enforcement.

The second wave focuses on how information exchange affects investment, pro-
ducing mixed but insightful results. Hanlon et al. (2015), using Difference-in-Differ-
ences (DiD) on a sample of 59 countries (1984-2008), show that U.S. tax informa-
tion exchange agreements reduce portfolio investments in tax havens. De Simone
et al. (2020) reach similar conclusions regarding U.S. foreign portfolio investments
in tax havens following the implementation of FATCA (2006-2015). However,
other studies highlight more complex relationships. Blonigen & Davies (2004),
use a conditional multinomial logit model on 88 countries (1980-1999) and find
adverse effects of tax treaties on FDI flows, attributing this to increased investment
uncertainty. They argue that while tax agreements may facilitate FDI, they can also
deter it due to enhanced information exchange between tax authorities, which limits
opportunities for tax avoidance.

An alternative explanation is provided by Kinda and Tagem (2024), who inves-
tigate the role of treaty network centrality in resource-rich developing countries.
Using a network analysis approach, they show that countries highly embedded in

5 Brazil, Russia, India, China, South Africa.

@ Springer



Tackling tax base erosion in developing countries: Does... 407

treaty networks, often acting as conduits for treaty shopping, experience lower rev-
enue mobilization from natural resources. Their findings suggest that the negative
effects of tax treaties on investment or revenues may stem not only from uncertainty
but also from structural exposure to treaty abuse, which can erode the domestic tax
base.

Further empirical analyses show more nuanced results: Davies et al. (2009)
report both positive and negative effects of double taxation treaties on FDI stocks;
Blonigen and Piger (2014) confirm that information exchange provisions influ-
ence investment outcomes; Braun and Weichenrieder (2015) find a 46% reduction
in German affiliate investments in tax havens following bilateral tax information
agreements.

The third wave investigates the relationship between tax information exchange
and cross-border bank deposits, a key channel for tax evasion. Huizinga and
Nicodeme (2004), using OECD panel data, find no significant impact of informa-
tion exchange on deposit behavior. Grilli (1989) reports a positive effect of banking
secrecy on European deposits, while Hemmelgarn and Nicodéme (2009) observe no
robust effects from the European Savings Directive. In contrast, Johannesen (2010)
finds that the Directive caused shifts of deposits from Switzerland to jurisdictions
without information exchange. Johannesen and Zucman (2014) reveal that TIEAs
led tax evaders to non-cooperating jurisdictions. Beer et al. (2019) estimate that such
frameworks have reduced offshore deposits by 25% in developed countries. Spengel
et al. (2018) report that the Automatic Exchange of Information (AEOI) caused an
11.5% decline in tax haven deposits, but warn about possible fund redirection.

To contribute to this broad literature, this study assesses the overall impact of
tax information exchange within the institutional framework of the Global Forum®
on tax revenue mobilization in developing countries. While previous literature has
primarily focused on developed economies and tax havens, this paper fills a gap
by providing one of the first empirical analyses centered exclusively on develop-
ing countries. Employing a semi-parametric approach, it captures the non-linear and
heterogeneous effects of international tax cooperation, overcoming limitations of
traditional Difference-in-Differences (DiD) models that assume uniform treatment
effects. Drawing on Abadie (2005), the methodology offers flexibility in modeling
varying country-specific impacts over time. Moreover, this study also contributes to
current debates on international tax reforms. By shedding light on how membership
in international tax forums like the Global Forum on Transparency and Exchange
of Information can enhance tax revenue mobilization, it underscores the importance
of information exchange for achieving global tax reform objectives. As the interna-
tional community pushes for measures like beneficial ownership disclosure and a
global minimum tax, the study highlights the role of data collection and sharing in
achieving these goals. This empirical evidence supports the notion that strengthen-
ing international tax cooperation can play a critical role in curbing tax avoidance
and base erosion, aligning with ongoing efforts to reform global tax rules.

% Global Forum on Transparency and Exchange of Information for Tax Purposes.
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2.2 Analytic framework

This study is grounded in a framework that connects international tax coopera-
tion, particularly through participation in the Global Forum, to domestic resource
mobilization in developing countries. The central hypothesis is that informa-
tion exchange agreements, by increasing transparency and curbing illicit finan-
cial flows, can strengthen tax compliance and enhance tax revenue. The frame-
work draws on existing theoretical and empirical insights to identify the channels
through which Global Forum membership can influence domestic tax revenue.

As illustrated in Fig. 2, we identify three primary causal mechanisms linking
Global Forum participation to improved tax mobilization.

2.2.1 Reducing illicit financial flows

The Global Forum fosters a standardized framework that encourages tax infor-
mation exchange among member countries, thereby promoting transparency,
accountability, and regulatory compliance. This institutional environment is
expected to reduce illicit financial flows Combes et al.(2019) by curbing cor-
ruption, opacity, profit shifting and opportunities for tax evasion. Reuter (2017)
underscores that improving transparency and governance is essential to address-
ing the complex drivers of illicit financial activity.

’ Global Forum Membership ‘

|
| ! !

(1) Deterrence Effect (2) Capacity building (3) Compliance Spillovers
Reduced Attract long-term technical | peer Intermediate Norm diffusion | peer effects on
profit shifting | FpI assistance . reforms
& tax evasion Teview taxpayers & firms

I

Improved Enforcement & Monitoring

l

Increased Domestic Tax Revenue

Fig.2 Conceptual framework: channels through which global forum membership affects domestic tax
revenue
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2.2.2 Capacity-building and institutional strengthening

Participation in the Global Forum is often associated with peer reviews, legal
reforms, and technical support (OECD 2011). These processes contribute to
strengthening tax administrations by improving audit capabilities, enforcement
mechanisms, and overall institutional capacity, which in turn enhance domes-
tic revenue mobilization (Mascagni 2018).

2.2.3 Compliance spillovers and reputational effects

Information exchange can influence FDI patterns in opposing ways. On one hand, as
Davies et al. (2009) argue, it may deter tax-motivated investment by constraining tax
arbitrage opportunities and increasing disclosure risks. On the other hand, improved
transparency and institutional credibility can enhance investor confidence and attract
more stable, long-term capital. Countries may also benefit from reputational gains at
the international level, further improving their attractiveness. Prior research, includ-
ing Gropp and Kostial (2001), has shown that FDI, particularly when accompanied
by strong governance, can contribute significantly to tax revenue mobilization.

To test these mechanisms, we employ a semi-parametric Difference-in-Differ-
ences method to estimate the effect of Global Forum participation on both total and
disaggregated direct tax revenues, while controlling for country-specific character-
istics, timing of implementation, and potential selection bias. This approach allows
us to capture the heterogeneity in responses across countries and over time, provid-
ing a nuanced understanding of the effectiveness of tax information exchange in the
developing world.

3 Data and stylized facts
3.1 Data

The analysis is based on a panel of 60 countries covering the period from 2000 to
2020. The selection of these countries was based on their level of development and
constrained by data availability. This sample contains 42 developing countries that
joined the Global Transparency Forum on different dates and 18 that are not mem-
bers until 2020. Among these countries participating in the Forum, 26 are willing
to apply standard 1 of the Forum, which corresponds to the exchange of request
information, and 10 for standard 2, which corresponds to the automatic exchange of
information. We use the direct tax revenue as a percentage of GDP from the Govern-
ment Revenue Dataset (GRD) developed by UNU-WIDER as the dependent vari-
able in our analysis (McNabb et al. 2021). This database offers the advantage of
distinguishing between these different tax components. In this study, we focus spe-
cifically on non-resource direct tax revenues, excluding social contributions. This
choice is guided by several considerations. First, the Global Forum’s initiatives have
primarily targeted direct rather than indirect taxation. Second, existing assessments
and empirical evidence indicate that the most significant losses from tax evasion
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Fig.3 Tax revenue and FDI level according to forum membership. Source: Author’s construction

stem from direct tax revenues, as illustrated in Fig. 2. Finally, revenues derived from
natural resources are subject to high price volatility and can mask the actual perfor-
mance of tax systems in mobilizing stable, broad-based revenues. As highlighted
by Baunsgaard and Keen (2010), non-resource tax revenues are more sensitive to
policy changes and administrative improvements, making them a more relevant indi-
cator for assessing the impact of tax information exchange frameworks.

Our primary variable of interest is a dummy taking the value 1 from the year
in which a country joins the Global Forum and O otherwise (data available on the
OECD’s Global Forum on Transparency and Exchange of Information for Tax Pur-
poses website).” To refine our analysis, we examine the impact of the implemen-
tation of Forum’s two primary information exchange standards. Thus, the variable
of interest will take the value 1 if the country implements the EOIR and O oth-
erwise. Similarly, it will take the value 1 if the country adopts the AEOI and 0
otherwise. The data on the control variables used in this study come from various
sources (Table 13), including the World Development Indicators, the World Bank’s
World Governance Index, the ICTD (International Center for Tax and Develop-
ment), the Heritage Foundation database, the International Tax Institutions (ITT)
Database and the UNCTAD database of the United Nations Conference on Trade
and Development.

3.2 Stylized facts

First, we compare the level of revenue and FDI between countries that are members
of the transparency and information exchange forum and those that are not. Look-
ing at Fig. 3, we observe that Forum members tend to have a higher average level
of non-resource tax revenue compared to non-members. The same trend is evident
for net FDI flows. When comparing the median revenue and FDI of the sample, we

7 https://www.oecd.org/fr/fiscalite/transparence/
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also find that Forum members exhibit higher median levels than the overall sam-
ple. A two-sample t-test confirms the findings, showing that the difference is statisti-
cally significant. This test presents a mean difference of 2.07 percentage points for
tax revenue. However, no significant difference was found for FDI, suggesting that
Forum membership does not have a clear or consistent impact on FDI flows between
member and non-member countries.

4 Empirical approach

This study aims to assess the causal impact of international cooperation for tax pur-
poses on tax revenue mobilization in developing countries. Specifically, we focus
on the case of the Global Forum for Transparency and Exchange of Information for
Tax Purposes as an example of such international cooperation. The primary chal-
lenge of this analysis is establishing a causal link between a country’s membership
in this forum and its subsequent tax revenue mobilization. In this context, we treat a
country’s membership in the Global Forum as the treatment, where membership is
defined at a given date.

To conduct the analysis, we divide our sample into two subgroups, the treatment
group, and the control group. The treatment group corresponds to countries that are
members of the Forum, and the control group to the non-member countries of the
Forum.

In the literature, various impact assessment methods are used, each with its own
strengths, weaknesses, and underlying assumptions. Like many studies on interna-
tional cooperation for tax information exchange, our study faces challenges related
to endogeneity and the difficulty of constructing a perfect counterfactual.

Previous studies have addressed these issues using various methods, such as the
Heckman (1979) two-step estimator or the Prais—Winsten method for panel data
(Hanlon et al. 2015). Other studies also use conventional matching methodologies
like the difference in difference method (Lesage et al. 2020; Braun and Weichen-
rieder 2015; Beer et al. 2019). Following this approach, in our study, we apply the
difference-in-differences estimator to assess the impact of membership in the Global
Forum by comparing the changes in tax revenue over time between the treated group
(member countries) and the control group (non-member countries). This method
allows us to account for systematic differences between the two groups, control for
biases due to omitted variables (Wan et al. 2019), and effectively address endogene-
ity concerns (Meyer 1995).

In its classic form, the difference-in-differences model involves two periods and
two groups. The first period is the pre-treatment period, when no country is a mem-
ber of the Forum, and the second period represents the post-treatment period, when
some countries have become members (treated group) and others have not (control
group). To estimate the treatment effect of Forum membership, we rely on the paral-
lel trends assumption, which posits that, in the absence of treatment, the treated and
control countries would have followed parallel trends over time.

However, in the case of our study, we cannot ensure the validity of this hypoth-
esis, as illustrated in Fig. 3. This limitation could compromise the reliability of the
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traditional difference-in-differences estimator in accurately capturing the causal
effect of Forum membership on tax revenue mobilization. Fortunately, more recent
methodological developments have addressed these challenges. One of the most
notable contributions is the semi-parametric difference-in-difference method pro-
posed by Abadie (2005).

The semi-parametric difference in difference method offers key advantages over
traditional DiD approaches. It employs a reweighting technique that adjusts for
imbalances in observable baseline characteristics between treated and untreated
groups. By relying on the propensity score to balance covariates, this method
accounts for systematic differences that could bias treatment effect estimates.
This method is well-suited for studies like ours, where membership in the Global
Forum is not randomly assigned. This identification strategy corrects for non-
random selection by considering differences between member and non-member
countries that may affect results. Notably, this approach does not rely on the strong
assumption of conditional independence or require strict parallel trends, making it
more robust in contexts where these assumptions are questionable. It is also more
adapted to the panel data structure and helps mitigate unobserved, time-varying het-
erogeneity between early and late adopters, which is an important feature in our con-
text, where countries joined the Global Forum at different points in time. Another
key benefit of this method is its flexibility, as it does not require repeated observa-
tions for the same unit in every period and allows for parsimonious parametric esti-
mation of the average treatment effect on the treated (ATT) as a function of selected
covariates.

According to this method, the ATT is estimated in three steps:

First, it calculates the evolution of outcomes over time for each unit.
Second, it estimates the probability of being treated for each unit , which it uses
to weigh the units.

e Finally, it compares the weighted evolution over time between treated and
untreated groups.

The Absid command developed by Houngbedji (2016) makes it possible to exe-
cute all these steps at once.

Following recent studies using this methodology (Wu et al. 2023; Muganyi et al.
2021; Nenavath 2022; Beuchert et al. 2018), we then assess the effect of the global
forum for transparency and exchange of information for tax purposes membership
on tax revenue’s mobilization in developing countries.

The average treatment effect (ATT) of participating in the Forum can then be
expressed through the following equation:

ATT{Y} = E(Y,|GFA=1) — E(Y,,|GFA = 1) (1)
Under key assumptions

E(Yy, — Yo,|GFA, = 1,x,) = E(Y,, — Y, |GFA, = 0,x,) )
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P(GFA, = 1) >0 and n'(xb) <1 3)

According to Eq. 1, each unit (country) has two potential outcomes: Yt and
Y,t. Y,t represents the tax revenue outcome if the country receives the treatment
(i.e., becomes a member of the Forum) by time t and Yt is the country does not
received the treatment(i.e., remains a non-member) at time t. The variable GFA, is
a dummy indicating membership in the Global Forum, taking the value of 1 if the
country is treated by time t and 0 otherwise. At baseline b, no country is treated.

We acknowledge that other factors may also affect tax revenues for both the
treated and control groups, potentially influencing their trends. To mitigate this,
the vector xb includes a range of control variables associated with both the like-
lihood of Global Forum membership and the evolution of tax revenue mobiliza-
tion.These covariates account for time-varying confounders, allowing for a more
accurate comparison between treated countries and their most similar counter-
parts.They include GDP per capita, tax burden, financial development, macro-
economic indicators (such as inflation), various anti-avoidance reforms (including
Transfer Pricing legislation, the General Anti-Avoidance Rule, and the Thin Cap-
italization Rule), tax administration reforms (such as the High Net-Worth Indi-
viduals Program, the Large Taxpayer Office program, the Simplified Income Tax
Regime, online tax payment services, the Cooperative Compliance Approach, and
the Administrative Investigation Service), as well as institutional quality indica-
tors (including Political Stability, Rule of Law, Regulatory Quality, Voice and
Accountability, Control of Corruption, and Government Effectiveness).

The selection of these variables is essentially based on the literature. Bacchetta
and Espinosa (2000) highlight that GDP per capita, income tax rates, and tax
authority control encourage countries to sign information exchange agreements,
which likely influence their decision to join the Global Forum for Transparency
and Exchange of Information for Tax Purposes and their capacity for tax revenue
mobilization. Similarly, Davoodi and Grigorian (2007) find that institutional qual-
ity enhances transparency, suggesting that countries with institutional improve-
ments are more likely to join the Forum and improve tax collection. Voget (2009)
argue that higher tax burdens and income tax rates increase the risk of tax eva-
sion, which can implicitly motivate countries to engage in information exchange
agreements and strengthen tax revenues.

Capasso and Jappelli (2013) show that financial development contributes to reduc-
ing tax evasion by improving access to taxpayer information, thereby supporting the
implementation of EOIR and AEOI standards and enhancing revenue performance.
Internal tax administration reforms, such as the modernization of systems, adoption of
risk-based compliance approaches, and digitalization of tax services, can also influence
a country’s decision to join the Global Forum. They reflect a government’s broader
commitment to transparency and cooperation. Minea and Villieu (2009) add that effec-
tive inflation targeting fosters improved governance, which may also increase the likeli-
hood of Forum membership and support better fiscal outcomes. We mitigate selection
bias by comparing treated and control countries with the most similar observed char-
acteristics. To estimate the ATT, we construct the propensity score m(xb) summariz-
ing all relevant information from the covariates. This score is obtained via a first-stage
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regression of the dummy variable "GFA" on the vector X=x. Countries with higher
propensity scores, indicating a higher likelihood of treatment, are given greater weight
in the analysis. To respect the hypothesis given by Eq. 3, We discard any propensity
scores lower than O and higher than 1.

The semiparametric difference-in-difference estimator can finally be rewritten as

Y, -Y, GFA, - Z(x,)
ATT=(E : 4)
P(GFA, =1) 1-mx,)
ATT{Y} = E{Y,, - Y,,|X = x, GFA} 5)

To verify the robustness of our results, we apply alternative methods of Difference-
in-Differences with multiple time periods as proposed by Callaway and Sant’Anna
(2021).

This approach is well-suited for analysis with staggered treatment adoption and vary-
ing treatment timings. It allows for more flexible identification in setting with staggered
treatment adoption, accounting for treatment effect heterogeneity and enabling the
evaluation of dynamic treatment impacts over time. In addition, to test the stability and
consistency of our findings, we also apply several matching methods including Inverse
Probability Weighting (IPW), Inverse Probability Weighting Regression Adjustment
(IPWRA), Augmented Inverse Probability Weighting (AIPW), and Propensity Score
Matching (PSM) which also reduce selection bias and strengthening causal inference.
Unlike our semi-parametric approach that computes the ATT directly on Stata, these
matching methods enable us to observe the main factors determining a country’s likeli-
hood to join the Global Forum. As detailed in table 12 in the "Appendix", most factors
are positively associated with Forum membership, while inflation and political stabil-
ity appear to reduce the likelihood of joining. The counterintuitive result for political
stability may reflect weaker reform incentives in stable regimes, where governments
face less pressure to enhance credibility or attract international support. Alternatively,
it may suggest institutional resistance to external scrutiny in politically entrenched sys-
tems (Cazdow et al. 2023). These reforms signal a commitment to transparency and
improved governance, making forum membership a natural complement to domestic
efforts. As noted by IMF (2023), countries that enhance their administrative capacities
are better positioned to engage in international tax cooperation frameworks. We further
conduct a placebo test to ensure that the observed effects are not driven by random
fluctuations but truly reflect the impact of Forum membership. Moreover, extensive
sensitivity analyses and heterogeneity analyses are performed to check the stability of
our results across different model specifications and sub-samples, which reinforces the
credibility of our conclusions.
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5 Estimation results

5.1 Results of treatment effects on direct tax revenues excluding resource
revenues

We estimate the treatment effect of Global Forum membership by compar-
ing member countries to non-member countries. Tables 1 through 5 present the
results across various model specifications. Column (1) reports the baseline
specification, which includes country and year fixed effects but excludes control
variables. Column (2) adds key control variables—Tax Burden, Transfer Pricing
legislation, Thin Capitalization rules, and GDP per capita—without including
fixed effects. Column (3) retains these variables while incorporating country-year
fixed effects. Columns (4), (5), and (6) build on the specification in column (3) by
sequentially adding the General Anti-Avoidance Rule, the Financial Development
Index, and inflation, respectively.

Table 1 presents the ATT associated with membership in the Global Forum.
The estimated ATT remains positive and statistically significant across all speci-
fications, indicating that member countries can mobilize more tax revenue than
non-member countries. The estimated gains range from 1.89 to 3.06 percentage
points of tax revenue as a share of GDP. These findings support theoretical expec-
tations and align with evidence from Global Forum progress reports and broader
stylized facts. For example, African countries have identified substantial addi-
tional revenue since 2009 through improved tax compliance enabled by informa-
tion exchange mechanisms. In Latin America, a significant amount of additional
tax revenues has been reported from 2014 to 2020. These results underscore the
tangible revenue gains achieved through commitment to international tax coop-
eration and further reinforce the credibility of our estimated treatment effects.

Table 1 Effect of global forum membership on non-resource direct tax revenues

Treatment variable: GFA  Outcome: non-resource direct tax revenues in % of GDP

1 @ 3 “ O] ©)

EEE okok

ATT 239517 1.8960""  2.6819"  3.0232""  2.9913 3.0602
(0.2253) (0.2476) (0.2864) (0.2180) (0.2370) (0.2415)
Observations 660 814 566 456 454 433
Country FE Yes No Yes Yes Yes Yes
Year FE Yes No Yes Yes Yes Yes

This table analyzes the effect of Global Forum membership on non-resource direct tax revenues. Each
column presents estimates from a different specification. Column (1) presents the baseline model without
control variables. Column (2) adds controls for Tax Burden, GDP per capita, Transfer Pricing Legisla-
tion, and Thin Capitalization Rule. Column (3) adds country and year fixed effects to the specification
used in Column (2). Columns (4) to (6) sequentially add the General Anti-Avoidance Rule, Financial
Development Index, and Inflation respectively

Robust standard errors in parentheses: "p<0.01, "p<0.05, "p<0.1
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Table 2 Effect of global forum membership on non-resource corporate income tax revenues

Treatment variable: GFA  Outcome: corporate income tax revenues in % of GDP

(¢)) (@) 3 “ ® ©)

ATT 22087 1.9887° 25548 27072 270517 2.8276"
0.2498)  (0.3126)  (0.2516)  (0.2740)  (0.2763)  (0.2715)

Observations 504 641 432 342 342 342

Country FE Yes No Yes Yes Yes Yes

Year FE Yes No Yes Yes Yes Yes

This table analyzes the effect of the global forum for transparency and exchange of information for tax
purposes membership on non-resource corporate income tax revenues. Each column presents estimates
from a different specification. Column (1) presents the baseline model without control variables. Column
(2) adds controls for Tax Burden, GDP per capita, Transfer Pricing Legislation, and Thin Capitalization
Rule. Column (3) adds country and year fixed effects to the specification used in Column (2). Columns
(4) to (6) sequentially add the General Anti-Avoidance Rule, Financial Development Index, and Inflation
respectively

Robust standard errors in parentheses: “p <0.01, “p <0.05, p<0.1

Several factors may explain the observed effect. Membership in the Forum
enhances transparency through commitments to implement standards and participate
in the peer review process, which may improve domestic legislative frameworks.
Additionally, it strengthens the negotiating capacity of developing countries, ena-
bling them to secure more favorable information exchange agreements. Membership
also provides a platform for participation in the Forum’s decision-making processes,
which are based on the consensus principle, and fosters a collaborative environment
that allows the sharing of best practices and experiences among member countries.
This, in turn, enhances their efficiency, enabling them to anticipate challenges and
adopt solutions based on the experiences of others. Furthermore, membership offers
support and guidance from the Forum’s Secretariat and its partners, including train-
ing and tailored assistance.

Moreover, membership increases a country’s international visibility and repu-
tation, making it a more attractive jurisdiction for business and investment. This
increased visibility can positively influence the economic environment, leading
to further tax revenue mobilization. Another possible explanation is the deterrent
effect of membership. By joining the Forum, countries signal their commitment to
combating tax evasion and avoidance, which can discourage firms from engaging
in such behaviors, due to the increased likelihood of scrutiny through information
exchange agreements. It is also essential to note that the commitment to cross-border
transparency and related reforms may also strenghen tax compliance at the national
level, thereby contributing to explain the observed results.

5.2 Treatment effect of forum membership on disaggregated direct tax revenues
As highlighted in the stylized facts, a substantial portion of revenue losses in devel-

oping countries stems from income taxes. We therefore disaggregate direct tax
revenues and estimate the ATT of Global Forum membership on corporate and
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personal income tax revenues as a share of GDP. As reported in Table 2, Forum
membership is associated with an average increase of 2.49 percentage points in cor-
porate income tax revenues and 0.94 percentage points in personal income tax rev-
enues. The stronger effect on corporate taxes compared to personal income taxes
can be attributed to several factors. Multinational corporations engage in complex
tax avoidance strategies like profit-shifting and transfer pricing, which often span
multiple jurisdictions, making them more susceptible to international information
exchange efforts. These agreements provide transparency, helping tax authorities
detect and combat tax avoidance. Personal income tax evasion, in contrast, tends to
be more localized. Underreporting of income or over-claiming deductions being pri-
marily addressed through internal audits, which are less influenced by international
cooperation. Additionally, international frameworks, such as the BEPS project and
the Global Forum on Transparency, have focused more on corporate tax compliance
by introducing mechanisms like Country-by-Country Reporting that specifically tar-
get corporate tax evasion. Corporations are also more exposed to reputational risks
and regulatory scrutiny, further incentivizing compliance with international tax
standards. Voluntary disclosure programs have been particularly effective for corpo-
rations, as they often involve complex offshore operations that benefit from informa-
tion exchange. Moreover, corporations are subject to audits by multiple tax authori-
ties across different jurisdictions, making it easier for authorities to track financial
activities and identify discrepancies.Personal income tax evasion, however is harder
to detect through such international mechanisms (Table 3).

5.3 Analysis of the effects according to the application of the main standards
of the forum

Two primary standards govern the Global Forum for Transparency and the
Exchange of Information for Tax Purposes: the EOIR and the AEOI. The Forum’s

Table 3 Effect of global forum membership on non-resource personal income tax revenues

Treatment variable: GFA  Outcome: personal income tax revenues in % of GDP

1 2) 3) G} (5) (6)
ATT 0.8957°" 04699  1.0611""  1.0596™  1.0629™"  1.0890""
(0.1517) (0.1884)  (0.1561) (0.1678) (0.1677) (0.1772)
Observations 516 558 447 359 359 335
Country FE Yes No Yes Yes Yes Yes
Year FE Yes No Yes Yes Yes Yes

This table analyzes the effect of the global forum for transparency and exchange of information for tax
purposes membership on non-resource personal income tax revenues. Each column presents estimates
from a different specification. Column (1) presents the baseline model without control variables. Column
(2) adds controls for Tax Burden, GDP per capita, Transfer Pricing Legislation, and Thin Capitalization
Rule. Column (3) adds country and year fixed effects to the specification used in Column (2). Columns
(4) to (6) sequentially add the General Anti-Avoidance Rule, Financial Development Index, and Inflation
respectively

Robust standard errors in parentheses: **hp <0.01, **p <0.05, *p <0.1
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Table 4 Effect of exchange of information on request on non-resource direct tax revenues

Treatment variable: EOIR ~ Outcome: direct tax revenues in % of GDP

1 ) 3) )] ) (6)
ATT 516577 01722 5797377 5.6624™" 559197 5.6185™
(0.4438) (0.3576)  (0.3643) (0.3877) (0.3858) (0.4372)
Observations 108 256 117 106 103 99
Country FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes

This table analyzes the effect of exchange of information on request application on non-resource direct
tax revenues. Each column presents estimates from a different specification. Column (1) presents the
baseline model without control variables. Column (2) adds controls for Tax Burden, GDP per capita,
Transfer Pricing Legislation, and Thin Capitalization Rule. Column (3) adds country and year fixed
effects to the specification used in Column (2). Columns (4) to (6) sequentially add the General Anti-
Avoidance Rule, Financial Development Index, and Inflation respectively

Robust standard errors in parentheses: ~“p <0.01, “p<0.05, ‘p<0.1

Table 5 Effect of automatic exchange of information on non-resource direct tax revenues

Treatment variable: AEOI Outcome: direct tax revenues in % of GDP

Y] 2) 3) 4 ) (6)
ATT -0.3741  4.8027"" -0.3833 —0.1886 —0.2421 —0.3295
(0.9600) (0.9962) (0.9359) (0.9528) (0.9907) (1.0816)
Observations 264 187 334 274 278 253
Country FE Yes No Yes Yes Yes Yes
Year FE Yes No Yes Yes Yes Yes

This table analyzes the effect of Automatic exchange of information application on non-resource direct
tax revenues. Each column presents estimates from a different specification. Column (1) presents the
baseline model without control variables. Column (2) adds controls for Tax Burden, GDP per capita,
Transfer Pricing Legislation, and Thin Capitalization Rule. Column (3) adds country and year fixed
effects to the specification used in Column (2). Columns (4) to (6) sequentially add the General Anti-
Avoidance Rule, Financial Development Index, and Inflation respectively

Robust standard errors in parentheses: ““p <0.01, “p<0.03, “p<0.1

global objective is to promote the widespread adoption of AEOI among all mem-
bers. However, significant disparities exist across countries in the implementation
of these standards. To assess the distinct impact of each standard, we evaluate them
separately. Table 4 reports the effect of EOIR implementation, revealing a posi-
tive and statistically significant average impact of approximately 5.5 percentage
points on tax revenue as a share of GDP. In contrast, Table 5 presents more lim-
ited findings for AEOI, primarily due to the relatively small number of observa-
tions. This limitation stems from the early stage of AEOI implementation in many
developing countries, which restricts the robustness of the empirical analysis for
this standard. According to Global Forum statistics, from its establishment through
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2020, a total of 5606 information requests were received by African and Latin
American countries, 58% of which benefited African countries and 42% Latin
American countries. During the same period, 5411 requests were initiated by these
regions, with 27% originating from African countries and 73% from Latin Ameri-
can countries.

5.4 Analysis of sensitivity

To further assess the robustness of our baseline findings, Table 6 conducts a com-
prehensive sensitivity analysis by incorporating additional institutional and admin-
istrative controls. Each column introduces a distinct set of variables to test whether
the positive association between Global Forum membership and non-resource
direct tax revenues persists under alternative specifications. Columns (1)-(6) pro-
gressively include governance indicators, such as Political Stability, Rule of Law,
Regulatory Quality, Voice and Accountability, Control of Corruption, and Gov-
ernment Effectiveness. These variables help to evaluate whether improvements in
institutional quality, rather than Global Forum participation, might be driving the
observed revenue gains. Columns (7)—(12) shift focus to tax administration reforms
by sequentially introducing indicators capturing the presence of modernization tools
and structural features within the tax system. These include the existence of a Large
Taxpayer Office, a High Net Wealth Program, a Simplified Income Tax Regime, a
Cooperative Compliance Framework, Online Payment systems, and specialized
Investigation services. This allows us to test whether Forum membership effects
are confounded by broader administrative reforms implemented concurrently. In
all specifications, the estimated coefficient on Global Forum membership remains
positive, statistically significant, and comparable in magnitude to the baseline results
presented in Table 1. This consistency reinforces our interpretation that Forum
membership contributes independently to stronger domestic revenue mobilization,
beyond what can be attributed to institutional improvements or internal tax admin-
istration upgrades alone.These findings highlight the Forum’s added value not only
as a platform for international cooperation but also as a catalyst for broader reform
and capacity-building in developing countries. They underscore the credibility of
the main results and support the policy message that engagement with the Forum
yields tangible fiscal benefits, even when accounting for underlying differences in
institutional and administrative environments.

5.5 Control of heterogeneity

While developing countries may share certain structural characteristics, institu-
tional and socio-political differences can introduce important sources of heteroge-
neity in our analysis (Lin and Ye 2009; Easterly 2002; Guerguil et al. 2017). To
address this, we investigate whether the impact of Global Forum membership on
tax revenue mobilization varies across different country contexts. In Table 10, we
investigate several potential sources of heterogeneity to determine whether coun-
tries that meet the preconditions for tax cooperation, perform better in terms of
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revenue mobilization. To this end, we split the sample based on the mean value
of selected variables. For each dimension, we categorize the countries into two
subgroups: those above the sample mean and those below it.We begin by analyz-
ing macroeconomic factors. Columns (1) and (2) of Table 10 show that countries
with higher GDP per capita experience a more substantial and statistically signifi-
cant positive effect from Forum membership compared to those with lower income
levels.

Next, we explore the heterogeneous effect of Global Forum membership
between countries with high and low levels of inward FDI. Columns (3) and (4)
indicate that the impact is significantly stronger for low-FDI countries. These
countries have fewer alternative revenue sources making them more motivated to
improve domestic tax collection. Their domestic businesses also tend to use less
sophisticated cross-border tax avoidance strategies, which makes international
transparency measures more immediately effective. Moreover, They may be more
committed to international norms and reforms, viewing information exchange as
a way to enhance governance and attract external support. In contrast, high FDI
countries may prioritize maintaining favorable tax regimes to attract foreign
investment. This can lead to a cautious or selective application of transparency
reforms. Financial development is another source of heterogeneity. As shown in
columns (7) and (8), countries with higher levels of financial development experi-
ence stronger positive effects on non-resource direct tax revenues. This suggests
that financial system maturity may facilitate more effective implementation of
transparency and exchange of information standards. Finally, we examine how the
degree of corruption control moderates the treatment effect. Results indicate that
member countries with stronger control of corruption show significantly greater
improvements in tax revenue mobilization than those with weaker institutions.
This may reflect their greater institutional capacity to enforce Global Forum stand-
ards. These findings are consistent with previous research by Davoodi and Gri-
gorian (2007), who found that improvements in institutional quality enhance tax
revenue performance (Table 7).

6 Impact on our main transmission channels

We hypothesize that membership in the Global Forum affects tax revenues through
several key transmission channels. While our results confirm that participation in
information exchange initiatives positively impacts tax revenues, we also examine
its influence on these underlying channels. Our analysis indicates that Forum mem-
bership has a favorable effect on transparency. In terms of FDI flows, our findings
contrast with those of Blonigen and Davies, as we observe a relatively positive and
statistically significant effect. This suggests that Global Forum membership helps
reduce tax evasion without deterring FDI, thereby contributing to the development
of recipient countries. These results are consistent with earlier studies by Lim(1983),
Root and Ahmed (1979), and Wheeler and Mody (1992), which argue that taxa-
tion is a relatively weak determinant of foreign investment decisions. Furthermore,
increased transparency may attract more compliant and long-term investors while

@ Springer



N. Guigma

422

10>d _‘s00>d _ ‘10°0>d_, :sesoyjuared Ul 10110 PIEPUE)S 1SNQOY

oSeroar o) MO[oq

asoy) sajouap (] pue oSeroae o[dures oY) 2A0qe JUSWAO[IAIP [RIOURUL] [NIM SALNUNOD sJudsardar (. YSTH -oSeroAr 21) M0[2q 2SO0} S)OUdP [onuod uondniiod mof pue
93e1oae ordwres oy 2A0qe uondniiod Jo [ONUOD YIIM SALNUNOD SHudsaIdal [onuod uondniiod YSIH "93eIdAL ) MO[Iq ASOY) AJOUIP SIUAI MO[ pue aFeIoAe ddwes ay) aa0qe
SJUQI JIM SOLNUNOD Juasaidar syuar YSTH oSeIoA. o) MO[2q IS0Y) SAOUP J(O MO] pue aFeraae o[dures o) aroqe eyrded 10d @O & yim sarmunod syuesarder Jao YyStH

SOX SOX SOX SOX SR SOX SOX SOX s[onuo)

SOA SOX SOX SOX SOX SOA SOA SOX A Tedx

SO SOX SOX SOX SR SOX SOX SOX g4 Anuno)

vTe €61 €LY 61T 98¢ 0TI LOT S61 SUOIBAIISQQ
(#90€°0) (€€LE0) (€6£7°0) (865£°0) ($887°0) (65€5°0) (€S1€°0) (6SLE0)

+,0998°T 708 e 1290°T e 00E0° Y aSETSTE £858°T e 19LT'T 09101 1LV

juowdojoasg juowdofoaag [onuoo [onuod

[EIOUBUL MO [eoueur] ySty  uondniod moT  uondnriod ySry 1ad mo1 1a4 yStH dao mo7 dapo usSH
(®) W ()] (©) (2] (©) @ (n

ddD JO % Ul SONUIAJI Xe] JOAIIP 33IN0SAI-UOU :_WOoNNQ

VD :9[qELIBA JUSWIIRAI],

SONUAI XB) JOIP 92IN0sAI-Uou pue diysroquiow wniof [eqo[s :sisk[eue A)1oua3oroloy / ajqel

pringer

AQs



Tackling tax base erosion in developing countries: Does... 423

Table 8 Effect of global forum membership on inward FDI
Treatment variable: GFA  Outcome: Inward FDI in % of GDP

(€Y) ) 3 G} (5) (6)
ATT 15893 2.0271"  2.1772"" 267157 267157 251517
(0.5128) (0.5934) (0.6002) (0.6469) (0.6469) (0.6644)
Observations 877 769 759 628 629 584
Country FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Controls Yes Yes Yes Yes Yes Yes

Robust standard errors in parentheses: ~“p <0.01, “p <0.05, p<0.1

Table 9 Effect of global forum membership on transparency

Treatment variable: GFA  Outcome: transparency index

1 2 3) (4) (5) (6)
ATT 0.8182""  —0.0217 0.9407™"  1.1486™"  1.1479""  1.1833™
(0.0661) (0.1341) (0.1295) (0.1296) (0.1301) (0.0661)
Observations 440 475 369 317 318 299
Country FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Controls Yes Yes Yes Yes Yes Yes

Robust standard errors in parentheses: ~“p <0.01, “p <0.05, p<0.1

Table 10 Placebo test: assessing the effect of global forum membership through false treatment assign-
ment

1 ) 3) 4) (5) (6)
ATT 0.1407 —0.0248 0.0685 0.1300 0.1137 0.1246
(0.0925) (0.1815) (0.1114) (0.1373) (0.1373) (0.1631)
Observations 1110 814 806 637 637 606
Country FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Controls Yes Yes Yes Yes Yes Yes

This table reports placebo estimates based on the false assignment of Global Forum membership to
countries

Robust standard errors in parentheses: “p <0.01, “p<0.05, ‘p<0.1

discouraging those primarily motivated by tax avoidance. This rebalancing could
lead to a net positive or neutral effect on FDI inflows. Participation in international
tax cooperation frameworks may also strengthen a country’s institutional reputation
by signaling a stronger regulatory environment and lowering perceived investment
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risks. This, in turn, could improve the overall investment climate, particularly in
countries with initially weaker governance. As highlighted through our administra-
tive variables, many countries that implement EOI standards also undertake broader
reforms, such as the digitization of tax systems and the simplification of proce-
dures. These reforms not only support tax administration but also contribute to a
more business-friendly environment, further increasing investment attractiveness
(Tables 8, 9).

7 Robustness checks

As a robustness check, we analyze the impact of membership in the Global Forum
for Transparency and Exchange of Information for Tax Purposes on tax revenue
using several alternative methods (see Table 10). We employ several matching meth-
ods to address potential concerns about the endogeneity of Global Forum member-
ship, potentially influenced by political or economic pressures. First, we apply the
inverse probability method, which does not require strong parametric assumptions
and is robust to sample size and missing data bias. The propensity score-based
weights generated by Inverse Probability Weighting form a pseudo-population
in which treatment assignment is independent of observed covariates, addressing
potential selection biases. Next, we use the inverse probability weighted regression
adjustment, which is similarly robust to sample size variations and misspecification
bias (Wooldridge 2007). Third, we apply Augmented Inverse Probability Weight-
ing, which combines the strengths of Inverse Probability Weighting and regres-
sion fitting, making it doubly robust (Robins 1994). We also implement Propen-
sity Score Matching, which matches treated and untreated units based on similar
propensity scores, thereby improving the comparability of the groups and reducing
selection bias (Rosenbaum and Rubin 1983).Finally, we employ the staggered dif-
ference-in-differences method proposed by Callaway and Sant’Anna (2021), which
is well-suited for estimating dynamic treatment effects and addressing endogeneity
concerns. This approach accounts for variation in treatment timing and allows for
conditioning on covariates, thereby strengthening causal identification in the pres-
ence of treatment effect heterogeneity. Across all methods, the estimated effect
remains positive and statistically significant.

To further validate the robustness of our findings, we conduct a placebo test by
randomly assigning false treatments to the control groups. The absence of signifi-
cant results reinforces the credibility of our findings (Table 11).
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8 Conclusion

The establishment of the Global Forum on Transparency and Exchange of Infor-
mation marks a significant step in the fight against tax evasion and illicit financial
flows. However, its implementation is still in the early stages, with disparities
in its application across countries. Not all members fully adhere to the Forum’s
standards, highlighting the need for further enforcement. This study examines the
impact of Global Forum membership on domestic tax revenue mobilization in
developing countries and finds a positive, significant effect using the semi-para-
metric difference-in-differences method. The largest impact is observed on corpo-
rate income tax revenues, with member countries outperforming non-members.
These findings are robust across several alternative methods, including propen-
sity score matching, inverse probability weighting, and difference-in-differences.
Moreover, countries that fully comply with exchange-of-information-on-request
standards achieve higher revenues than those that fall short. Countries that effec-
tively implement exchange of information on request standards collect higher
revenues than those that fall short.This research contributes to the ongoing debate
on global tax reform, particularly the OECD’s BEPS initiatives and discussions
surrounding minimum taxation for multinationals. Exchange of information is
central to key international tax reforms, such as achieving a Minimum Global
Tax and establishing beneficial ownership transparency. These reforms require
reliable data collection and sharing to ensure effective implementation and com-
pliance. Our results suggest that international cooperation through initiatives
like the Global Forum is essential in limiting tax base erosion, particularly in
developing countries. The policy implications are clear: developing countries
can enhance revenue mobilization by adhering to and effectively implementing
the Global Forum’s standards. Membership also facilitates crucial reforms in tax
administrations through peer review and mutual assistance. Countries should not
delay participation until all administrative capacities are fully developed to join
the Forum. To maximize the benefits, countries must establish strong domestic
institutions, enforce compliance, and ensure the effective exchange of informa-
tion. Furthermore, it is essential for the Forum to implement dissuasive measures
against non-compliance with tax declaration obligations or opacity from member
countries, ensuring a high-quality exchange of information.

Appendix

See Figs. 4, 5, 6, 7 and 8 and Tables 12, 13,14 and 15.
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Table 13 Descriptive statistics

Variable Obs Mean Std. dev Min Max
GFA 1260  .2555556 4363462 0 1

EOIR 1260  .1761905 3811334 0 1

AEOI 1260  .0206349 1422152 0 1
Tax_Burden 1177  74.89856 10.41945 323 97.6
Transfer Pricing legislation 1200 .55 4977011 0 1

Thin capitalization rule 1089 4288338 4951368 0O 1

GDP per capita 1237 6254.168 6479.002  420.2722 33,261.87
General-anti-avoidance 938 .6140725 4870733 0 1
Financial Development Index 1260 1657495 1219422 .0262936 6622255
Inflation 1172 7.861413 22.77383 —9.797647  513.9068
Political Stability 1200  —.4621352 .8229468 —2.699193 1.283142
Rule of Law 1200  —.6327941 .5898575 —1.88087 1.023956
Regulatory Quality 1200 —.5644717 .6108267 —2.282205 1.196947
Voice and Accountabilty 1200  —.4266028 7386659  —2.226054 1.311339
Control of Corruption 1200  —.4266028 7386659  —2.226054 1.311339
Government Effectiveness 1200 —.5670531 6143284 —1.627693 1.420243
direct tax revenue 1199 —.6501205 5981503 —1.887359 1.16092
PIT revenue 998 4.493622 2.995084  .1678167 32.08401
CIT revenue 793 4.38764 2999562  .128866 31.25838
FDI 1249 2.122959 1.920864 0O 11.55367
Transparency 608 4.254787 7.42218 —18.91777 103.3374
High Net Wealth program existence 819 2.802632 .6031436 1.5 4.5
Simplified income tax regime 819 .0952381 .2937229 0 1

Large Tax Payer Office existence 819 1379731 .3450825 0 1
Cooperative compliance approach 819 2307692 4215825 0 1

Online payment 819 1868132 .6488824 0 11
Investigation in Tax administration 819 1159951 3204147 0 1

Robust standard errors in parentheses: ***p <0.01, **p <0.05, *p <0.1
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Table 15 List of countries in the sample

Countries Commitment Countries Commitment
Angola No member Dominican Republic 2013
Argentina 2009 Ecuador No member
Benin 2017 Egypt 2016
Bolivia No member El Salvador 2011
Botswana 2011 Ghana 2011

Brazil 2009 Guatemala 2009
Burkina-Faso 2012 Guinea No member
Burundi No member Guinea Bissau No member
Cabo Verde 2018 Honduras No member
Central African Republic No member Kenya 2010

Chad 2016 Lesotho 2013
Comoros No member Liberia 2009
Congo No member Libya No member
Cote d’Ivoire 2016 Madagascar 2018
Democratic Republic of Congo No member Malawi No member
Djibouti 2017 Mali 2020
Ecuador No member Mauritania 2012

Egypt 2016 Mauritius 2009
Equatorial Guinea No member Morocco 2011
Eritrea No member Mozambique No member
Ethiopia No member Namibia 2019
Gabon 2012 Niger 2015
Nigeria 2011 Paraguay 2016
Panama 2009 Peru 2014
Rwanda 2017 Tunisia 2012

Sao Tome and Principe No member Uganda 2012
Senegal 2012 Uruguay 2009
Seychelles 2009 Zambia No member
South Africa 2009 Sierra Leone No member
Tanzania 2015 Sudan No member
Togo 2016 Cameroon 2012
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