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Abstract

The 1980s were hailed by many as the decade of tax reform. A
number of different countries were caught by a neo-liberal tax
réforming wave which saw rates of personal and corporate income
taxes reduced, tax allowances restricted, tax bases broadened, the
incidence between direct and indirect taxation shifted and tax
structures simplified. Policy makers were driven to change tax
systems for a number of reasons. There is a tendency, however, to
point to economic factors as the cause, but this presents only part
of the picture. Moreover, it tells us little about the process.
How did tax reform come about? Where did the impulse come from?
How did it emerge on political agendas? Tax reform measures were
the outcome of positive political decisions to make a policy
changet Therefore, it’s primarily to the political context we must
look for an explanation. While considering a broad range of
competing models of politics, this paper will ultimately show that
the complex of factors which constitute the tax reform process can
best be explained by reference to problems, policies, politics and
open windows in a given institutional setting. This hypothesis
will be considered in light of the French and British experiences

in the .1980s.
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CHAPTER ONE

"Tax reform - and in particular lowering income taxes -
is the vogue in international economics. Governments as
far apart as Australia and Denmark, New Zealand and
Belgium have jumped on the bandwagon."

- Financial Times, March 9, 1987

Tax reform has become an all-pervasive feature of the
industrialized world in the 1980s...Is there a common
thread?"

- Financial Times, March 13, 1987

- Introduction and Reviewing the Terrain -

The 1980s were hailed by many as the decade of tax reform.!
During that period, politicians and governments of various
political colors were considering, advocating and/or pursuing tax
reform. Australia, Great Britain, the United States, New
Zealand, Belgium and France were‘just some of the countries

which, during the 1980s, succumbed and contributed to this

For the purpose of this thesis, tax reform signifies an attempt to
alter or ‘re-form’ a given tax system with the aim or aims of enhancing
the system’s equity, efficiency, and/or simplicity. Several books and
articles have been written about tax reform generally in the 1980s.
Only a partial list is provided here: B.G. Peters, The Politics of
Taxation, A Comparative Perspective, (Oxford: Basil Blackwell, 1991);
J.A. Pechman, ed., World Tax Reform, A Progress Report, (Washington,
D.C.: Brookings Institution, 1988); J.A. Pechman, Tax Reform, the Rich
and the Poor, 2nd ed., (Washington, D.C.: Brookings Institution, 1989);
T. Gandillot, Le Grand Cirque Fiscal, (Paris: Hatier, 1988); C.
Sandford, Successful Tax Reform, Lessons from an Analysis of Tax Reform
in Six Countries, (Bath: Fiscal Publications, 1993); M. Boskin and C.
McLure, Jr., eds., World Tax Reform, (San Francisco: ICS Press, 1950);
J. Plender, "Another Wave of Change Ahead", Financial Times, March 13,
1987, p.24; J. Owens, "Tax Reform: An International Perspective",
National Westminster Bank Quarterly Review, May 1987; R. Hagemann, OECD
Department of Economics and Statistics, Working Paper, Tax Reform in
OECD Countries, (Paris: OECD, August 1987). Several others have
appeared which are generally concerned with tax reform and/or more
country specific and will be cited throughout the course of this
thesis.
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phenomenon to some degree. The reforms had a markedly neo-
liberal? flavor and show a more or less common pattern: reducing
rates of personal income and corporate taxes, restricting tax
allowances and broadening tax bases, simplifying rate structures
and shifting the incidence’of taxation between direct and
indirect.

This interest in tax reform which has characterized the
fiscal strategies of Western governments in the 1980s has been
expressed in a range of policies reflecting a distinct mix of
actors, ideas and institutions. In Britain, in 1979, the new

Conservative government of Margaret Thatcher initiated the wave

A definition of neo-liberalism has been loosely adapted from the
McGraw-Hill Dictionary of Modern Economics: a Handbook of Terms and
Organizations (1983) and the Dictionnaire Economique et Sociale (1981).
Neo-liberalism is the modern adaptation of the laissez-faire doctrine
of the 1800s. Among its twentieth century proponents are Ludwig von
Mises, F.A. von Hayek and Milton Friedman. The commonly expressed
preference is for a minimum of governmental intervention in the economy
and society and the strengthening of economic competition through the
free play of market forces. Neo-liberal and new right economists. (not
always one and the same) advocated lower and simpler taxation as a
means of realizing neo-liberal principles: less government intervention
and more decision-making according to market mechanisms. Supply-side
economics, a reaction and response to the perceived failure of
Keynesian economics was embraced by some neo-liberal politicians and
economists in the 1970s and 1980s. Hearkening back to the classical
tradition of Adam Smith and Jean-Baptiste Say, supply-side economics
prescribes, among other things, tax cuts, as a way of slowing
inflation, creating incentives and stimulating production. Some of the
measures devised by policy makers owed their inspiration to a
California economist, Arthur Laffer who maintained that marginal tax
rates, if too high, discourage work, risk and investment. However, if
taxes were reduced, people would consider work and savings more
worthwhile than leisure, which consequently would have a buoyant effect
on government revenues. Laffer’s theory has antecedents in the
thinking of Baron de Montesquieu and Adam Smith. It is interesting to
note that J. Dubergé (Les Francais Face & 1'Impdt: essai de psychologie
fiscale, Paris: LGDJ, 1990) and G. Bélanger ("Le Fédéralisme Fiscal ou
Comment Concevoir 1‘Harmonisation", Revue Francaise de Finances
Publiques, no.20, 1987) assert that Laffer’s theory was not at all
novel. In fact, it has its roots in French public finance thinking,
"discovered" first by an engineer of the Ponts et Chaussées, Jules
Dupuit in the 19th century, and developed by Jean-Marcel Jeanneney in
the 1930s. These two Frenchmen, according to Dubergé and Bélanger,
long before Laffer came along, had turned their attention to the links
between tax rates, incentives and tax revenues.
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of reform by lowering marginal rates of taxation, particularly
for high income earners, and shifting the incidence of taxation
from direct to indirect taxes. The election of Ronald Reagan in
1980, was the impetus for the 1981 Economic Recovery Tax Act of
1981 which lowered income tax rates over a three year period for
individuals, cut corporate taxes and created new tax expenditures
or renewed old ones. These two administrations, elected in part
on their promises to cut taxes and simplify their nations’
respective tax systems, set the tone for other governments for
the rest of the decade. Even France, under Francois Mitterrand,
was soon to acknowledge the efficacy and appeal of tax reform.
Less than two years following the left’s victory in the 1981
elections, the Mitterrand government was giving serious
consideration to lowering taxes and a small but symbolically
significant exploratory effort was realized in the 1985 Budget.

The focus here is on the evolution of tax reform in Britain
and France. These countries have often pursued different policy
paths in the face of the economic problems which emerged and
undermined their economies from the 1970s.? This divergence was
also evident in the tax policies pursued by each country;
although by the mid- to late 1980s, some convergence was evident
as France moved closer to the British "model". Despite the

apparent divergence, a common thread can be detected in attitudes

For an excellent comparison and analysis of French and British economic
policies in the post-war period see, P. Hall, Governing the Economy:
The Politics of State Intervention in Britain and France, (Cambridge:
Polity Press, 1986).
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and approaches to tax reform in the 1980s. Policy makers were
driven to change tax systems for a number of reasons. However
diverse the policies chosen, similar rationales lay behind the
changes or proposed changes, among which: the need to meet the
challenges of stagflationary economies, ideology (ie. "neo-
liberalism"), similar changes underway in other countries, and
the need to maintain and encourage economic competitiveness.

At first glance, it appears tax reform could be explained
largely in economic terms. In other words, the sort of tax
measures enacted during the 1980s were, for example, deemed
necessary to stimulate the economy and to keep capital from
finding hore attractive locations. However, attributing tax
reform to changes in the economic environment and to economic
forces is not entirely convincing and, therefore, unsatisfactory.
We learn little about the process. How did tax reform emerge on
the political agenda? Where did the idea come from? How did tax
reform evolve from idea to government policy? These questions as
well as others arise from consideration of this phenomenon and to
answer them begs a review of the form and development of tax
reform and an attempt to explain its emergence as an important
feature of.government policy during the 1980s. One purpose of
this paper will be to explain the evolution of tax reform in
Britain and France and thereby illuminate the influence and
effect of politics on that evolution. The United States will
intermittently be added to the analysis in order to enhance the

comparative features of this paper and provide extra leverage
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over the issues treated therein.

This effort requires a contextual framework which considers
the factors that influenced this important government policy.
Given that tax policy is subsumed under the rubric of economic
policy making, and that taxation has traditionally been seen as a
tool of economic management, the temptation to see tax policy as
simply a response to prevailing economic conditions is hard to
resist. However, an economic explanation on its own terms is not
entirely convincing. Economic policy, and more particularly, tax
policy, is made by governments. Governments are made up of
politicans, among other things. It is therefore reasonable to
expect that political variables play an integral part in the tax
policy making process. The impact made by these variables and
their relative importance is oftentimes difficult to assess.
Still, this paper maintains that they exist and, furthermore,
have a decisive impact on the character and direction of tax
reform. Tax reform and the tax policy making process must
therefore be seen as a highly political process.

Tax reform measures were the outcome of positive political
decisions to make a policy change. While economic forces played
a part in the emergence of tax reform on political agendas in the
late 1970s/early 1980s, it is to the political context that we
must look for an explanation of tax reform. Of course, how one
conceptualizes that political context is very important, and an
attempt will be made to assess the politics of tax reform in

light of competing models of politics.
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This thesis will approach this public policy change by
combining empirical and theoretical material. The focus will be
on the political dimensions of tax reform. .It will show how
politics, and to a certain extent economics, affected the
evolution of tax reform from idea to government policy.
Consequently, this thesis is primarily about the political
dimensions of tax reform. It contends that political variables
have been central to the character and direction of tax reform.
This contention, however, begs certain questions. What sort of
political variables are involved? How does one conceptualize the
range of political factors that influenced the tax reform
process? Several important lines of analysis have been developed
to explain the policy making process in general, and the tax
policy making prbcess in particular. The approach here will
demonstrate how such elements as interest groups, public opinion,
culture, political parties, policy activists, institutions and
the international environment influenced the tax (reform) policy
processes up to the point of setting the government’s agenda. We
will discover how these and other elements were important in
shaping and defining tax reform in France and Britain.

The first part of this thesis will seek to explain, by
reference to existing models of politics, the process of tax
reform. As we have noted, a complex of factors accounts for the
emergence of this issue on the government’s agenda. Our ultimate
purpose is to illustrate and to identify the complex of factors

relevant to the political dynamic. In order to do this we must
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understand the policy process with the help of appropriate

analytical tools. This undertaking will entail a review of the

existing literature in the field, ranging widely across various

models,

theories, frameworks and approaches whose assumptions

will be considered in some depth in the first part (Chapter 2) of

the thesis, and then more briefly later (Chapters 7 and 8) as we

set some of these assumptions against the facts presented in the

second part (Chapters 3 through 6). This review will ultimately

show that the complex of factors which constitute the tax reform

process in France and Britain can best be explained by reference

to three process streams - problems, policies and politics - the

opening of windows and the role of ideas, actors and

institutions.

The second part is concerned with describing events and

circumstances leading up to the appearance of tax reform on the

government’s agenda. This account will stick to the facts and

provide the socio-economic and political contexts in which tax

reform evolved. Our focus is on France and Britain, which for a

number of reasons, lend themselves to comparative discussions.*

Among these reasons are: 1) France and Britain are categorized as
unitary states; 2) the geographical proximity of the two countries; 3)
the inclination of each country to scrutinize political and economic
developments in the other; 4) their status as "intermediate economies";
5) the centralized control over fiscal policy exercised by the Treasury
in Britain and the Ministry of Finance in France, and 6) the similar
trends in taxation exhibited by the mid-1980s. See e.g.: P. Hall, 1986,
op.cit.; P. Cerny, "State Capitalism in Britain and France and the
International Economic Order" in P. Cerny and M. Schain, eds.,
Socialism, the State and Public Policy in France, (London: Frances
Pinter, 1985); R. Sturm, "Budgetary Policy-Making Under Institutional
Restrictions: The Experience of Britain, France, West Germany and the
United States", Government and Opposition, vol.21, no.4, Autumn 1986;
N. Lawson, The View From No.ll, Memoirs of a Tory Radical, (London:
Bantam Press, 1992), pp.272,274; J. Henig, C. Hamnett and H.
Feigenbaum, "The Politics of Privatization: a Comparative Perspective",
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However, given limitations of space, and the availability of a
plethora of material treating British tax reform in the 1980s,
the Anglo-French comparison will rely on an elaborate study on
French tax reform and a cursory study on British tax reform.®
Rather than a detailed account, as has been done with France, the
case of Britain will be selectively and carefully incorporated
into the analysis.

The final part (Chapters 7 and 8) of this thesis will
attempt to synthesize the first two parts and advance an
appropriate analytical framework for an explanation of the
processes and activities observed. It is particularly concernéd
with conceptualizing the interaction of ideas, actors and
institutions. Hopefully this enterprise will offer an

improvement on existing political explanations of tax reform and

Governance, vol.l, no.4, October 1988; D.E. Ashford, "The British and
French Social Security Systems: Welfare States by Intent and by
Default" in D.E. Ashford and E.W. Kallet, eds., Nationalizing Social
Security in Europe and America, (Greenwich: JAI Press, 1986); W.
Coleman, "Policy Convergence in Banking, a Comparative Study",
Political Studies, vol.42, no.2, June 1994; P. Pierson and M. Smith,
"Bourgeois Revolution? The ©Policy Consequences of Resurgent
Conservatism" and J.S. Keeler, "Opening the Window for Reform:
Mandates, Crises and Extraordinary Policy-Making", Comparative
Political Studies, vol.2S, no.4, January 1993; P.J. Katzenstein, ed.,
Between Power and Plenty, (Madison: University of Wisconsin Press,
1978).

On British tax reform see: A. Robinson and C. Sandford, Tax Policy-
Making in the United Kingdom, (London: Heinemann, 1983); A. Dilnot and
J. Kay, "Tax Reform in the United Kingdom: The Recent Experience" in
M. Boskin and C. McLure, Jr., eds., op.cit.; J. Kay and M. King, The
British Tax System, (Oxford: Oxford University Press, 1986, 1990); S.
Steinmo, Taxation and Democracy: Swedish, British and American
Approaches to Financing the Modern State, (New Haven: Yale University
Press, 1993); C. Sandford, 1993, op.cit., ch.3; B. Sabine, "Life and
Taxes 1943-1992, Part III 1965-1992: Reform, Rossminster and
Reductions", British Tax Review, no.6, 1993; J. Leape, "Tax Policies
in the 1980s and 1990s: the Case of the United Kingdom" in A. Knoester,
ed., Taxation in the United States and Europe, (London: St. Martin’s
Press, 1993); T. Gandillot, op.cit., ch.3; N. Lawson, op.cit.
Additional literature pertinent to British tax reform will be cited
later in this study.
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help us to better understand how and why tax reform emerged on
the French and British governments’ agendas in the 1980s. This
analysis, furthermore, may prove to be of use beyond the limited
scope considered here. That will be for the reader to decide.
Reviewing the Terrain

Despite institutional, political, economic/budgetary and
other constraints, neo-liberal tax reform found its way onto the
agendas in Britain and France (some of the principal reforms
introduced in France and Britain in the 1980s appear in Appendix
B). Faced with the evidence of tax reform in these two
countries, how do we explain its appearance? How do we explain
why and how this issue emerged on the agehdas in Britain and
France in the 1980s? How and why did the French and British
governments come to consider and adopt tax reform? Such
questions will be briefly addressed in due course. The questions
are, however, related to the larger issue of how governments
choose the policies they do. A range of factors come into play.
But how should we conceptualize this range of factors? On the
answer to this question, there is little agreement.

The study of taxation is typically the domain of economists.
They tend to see taxation policy as a tool of economic management
that responds to prevailing economic conditions. This is, in
part, true. But this view provides us with only part of the
picture. Tax policy is developed, written, and decided by
governments. Furthermore, it is enacted, implemented and

evaluated by governments. As tax decisions are among the most
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political that a government can make, and as governments are
themselves political creatures, it seems only natural that
conceptualizing the tax reform process should rely on a model of
politics. The appropriate model should adequately stress policy
innovation and account for and explain the interaction of actors,
ideas, and institutions in a given context. Moreover, these
interactions need to be studied in the light of the motives,
methods and opportunities which impel them.S®

As the issues of interest here are how and why tax reform
rose on the governmental agendas in Britain and France rather
than how authoritative decisions on tax reform were actually made
and implemented, and rather than assessing the effectiveness of
that process, the focus will be on the early stages of the policy
process: problem recognition, agenda setting and to a lesser
extent, policy formulation. By focusing thusly, we will
hopefully come to understand not only how and why tax reform
emerged on the agenda, but also if, how, and why, the agendas in
these countries did indeed change to accommodate the rise of this
item.

Political scientists and economists have put forward a
variety of tools to help us better understand how and why we get
the policies we do. Appropriately conceptualizing the policy
process by ascertaining those factors that most influence it is

no small challenge. Thankfully, there are a number of different

See, S.B. Hansen, The Politics of Taxation, (New York: Praeger, 1983),
ch.2.
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theories and models available which help us identify, organize,
and understand the range of factors involved in different public
policy areas and which help us to make predictions. The astute
student will be wary of any model that cléims to be ’‘the model to
end all models’. It would be foolhardy to assume that there is
only one way in which policy can be made. Most political
scientists couch their models in tentative terms; in other words,
'if X conditions are present then Y is (highly) (im)probable or
(un)likely’. When dealing with the vague and imprecise phenomena
which make up the tax policy making process, it is more fruitful,
perhaps, to think in probabilistic, rather than absolute, terms.

In uncovering and examining the evidence which describes the
events and activities germane to tax reform in the 1980s, it is
important to consider a range of models. The standard theories
and explanations which we will examine shortly reveal important
and interesting aspects of the tax policy process in general, and
the tax reform process in particular. Several competing models
are available: rational-comprehensive, incremental, public
choice, cultural, group, elite, state-centric, learning-

diffusion, institutional and garbage can/process streams.’ We

Immediately I am setting aside theories of inertia and incrementalism,
although I do devote some attention to the latter. While they are
generally helpful in explaining parts ‘of the policy process, they are
not appropriate as explanations of agenda change. As Kingdon (1984,
p.87) points out, agenda change appears quite discontinuous and non-
incremental (see, J. Kingdon, Agendas, Alternatives and Public
Policies, Boston: Little, Brown, 1984). Both theories are
inappropriate for our discussion here because they de-emphasize the
ability of policy makers to: 1) act decisively, and 2) introduce
measures that depart from the norm and which are likely to have
important financial, economic, social and/or political consequences.
Moreover, they largely ignore the role of ideas, policy entrepreneurs
and institutional change. Why and how tax reform emerged on the French
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will briefly describe these models and test their validity
against the data below.

Each model calls forth and focuses attention on a variety of
- and in may cases distinct - elements in the policy process.
But while each may contain some element of truth, none, but one
or two, takes us very far in trying to understand the range of
factors that determined tax reform in Britain and France in the
1980s. By the end of this review of existing theoretical and
empirical material, it should be apparent that the ’'process
streams and windows’ approach developed by John Kingdon (1984),
in combination with institutional arguments, seems to optimally
capture and explain the range of factors involved in the early
stages of the tax reform process. Moreover, the synthesis of
these two frameworks provides common ground for considering the
proceesess that took place in Britain and France. Although, as
with other models it may demonstrate certain limitations, the
Kingdon approach seems to explain in the most comprehensive,
systemic and empirical manner, the events and activities
associated with tax reform in Britain and France in the 1980s.

This approach, however, is no doubt incomplete.
Nevertheless, this study will hopefully prove helpful in

fostering a greater understanding of the pre-enactment processes

and British governments’ agendas cannot be accounted for in terms of
incrementalism or inertia. However, as constructs for analyzing the
activities and policies generated by agenda change, incrementalism and
inertia are not without some validity (see: J. Witte, The Politics and
Development of the Federal Income Tax, Madison: University of Wisconsin
Press, 1985; R. Rose and T. Karran, Taxation by Political Inertia,
London: Allen and Unwin, 1987).
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particular to the politics of tax reform in France and Britain,
as Kingdon’s did for the health and transportation policy areas
in the United States. And if the ideas derived from this study
should facilitate or enhance analysis in this or other policy
areas within one country or across countries, then this work will
have exceeded the scope of its limited aims.

The approach undertaken here is influenced by the first two
of Jones’s (1977) five systems of action: problem identification
and policy formulation. Both these activities are essential to
the agenda-setting process which is our focus. Jones (1977)
quotes Layne D. Hoppe’'s definition of agendas,

"rAgenda’ [comes] to have meaning in terms of specific

patterns of action in government - particularly those

in the early stages of policy development. An analysis

of agenda-setting processes [becomes] an analysis of

how problems developed, how they were defined, the

courses of action formulated to act on these problems,

the legitimation of one course of action over another,

the emergence of policy systems designed to act on such

problems on a continuing basis. The result [is] that

it [is] most difficult to isolate an agenda-setting

process as an identifiable, one-time, discrete

process."?

Our purpose will be to identify a pattern, or patterns, of action
in the early stages of the policy process, particularly those
stages which led to the setting of the neo-liberal tax reform

agenda.

Why focus on agenda setting? It is a critical stage in the

4

Layne D. Hoppe, "Agenda-Setting Strategies: Pollution Policy,"”
unpublished Ph.D. dissertation, University of Arizona, 1969, p.2,
quoted from Charles Jones, An Introduction to the Study of Public
Policy, (North Scituate: Duxbury Press, 1977), p.39. Brackets are
Jones'’s.
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policy process. As B. Guy Peters writes, "Agenda setting is
crucial, for if an issue cannot be placed on the agenda, it
cannot be considered and nothing will happen."? In order for an
issue or a proposal to become government policy, it must first
earn a place on the governmental agenda.!® This is the first
major hurdle in the policy process. If an issue or proposal is
receiving serious attention from key decision makers in and
around government, and it is deemed viable - by which I mean, it
passes certain criteria which make it viable, i.e. technical and
budgetary feasibility, no widespread political opposition, etc. -
then it is very likely that it will become government policy.

Tax reform is a case in point. Several governments, for a
number of reasons, considered and investigated the issue of tax
reform in the late 1970s and 1980s out of ideological, political
and economic concerns. Reacting to perceived problems,
participants in the governmental and non-governmental policy
communities proceeded to develop solutions and policies, many of

which are subsumed under the rubric of neo-liberal tax reform.

? B.G. Peters, American Public Policy: Promise and Performance, Third
edition, (Chatham: Chatham House Publishers, Inc., 1993), p.41.

10 John Kingdon (1984) distinguishes between a governmental agenda, which

represents the array of items which are receiving serious attention by
a broad range of people both in and around government, and a decision
agenda, which is a more ’‘advanced’ stage of the governmental agenda,
when a more selective set of proposals or policies are being reviewed
with the aim of taking a decision concerning future enactment. This
stage is generally dominated by an authoritative decision-maker, i.e.
a member of cabinet or a prime minister or president. The decision
taken may be positive or negative. Kingdon also refers to a
specialized agenda, which comprises a narrower set of subjects
receiving serious attention by a particular interested party, i.e. a
political party, an interest group, a policy community. I will be
using Kingdon'’'s conceptions of ’‘agenda’ throughout the course of this
paper (see, J. Kingdon, 1984, op.cit., pp.3-4, 174).
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In some cases, the policy, was considered, but no action was
taken. But in other cases, the policy was adopted and prepared
for enactment.

Neo-liberal tax reform swept onto the agendas in Britain
from 1979 and in France, from the early 1980s. Given the
dramatic and sweeping manner in which this issue appeared on
governmental agendas - and in France in particular where the
issue rose onto the agenda against many odds - I was led to
question why. Why did tax reform emerge when it did? What made
it an idea whose time had come? What forces were at work which
made actors, both inside - and outside government, attend to this
idea? As already indicated, these questions necessitate
focussing on the pre-enactment stages of the policy process.

What is being looked at here is not how the issue was
authoritatively decided by the executive or the legislature, but
rather how tax reform came to be an issue in the first place.

The inspiration for this study was John Kingdon’s work on
agenda processes embodied in his Agendas, Alternatives and Public
Policy (1984). His examination of the dynamics of the agenda
setting processes in the United States spurred me to undertake my
own examination of the extent to which such dynamics were, or
were not, present in Britain and France with respect to one of
the most significant political issues and economic policy
developments in the 1980s. Pre-enactment - or agenda setting -
processes, and the politics of tax reform in the 1980s, are both

relatively under-examined areas in West European politics (as
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opposed to the economics and administration of tax reform);
moreover, in terms of France,'English language literature on the
subject is practically non-existent. This study will hopefully
make these waters less unfamiliar.

The activities of the agenda setting process are not clearly
discernable and identifiable. There are no firm boundaries. As
Kingdon (1984) notes, "In contrast to many areas of study in the
social sciences, this one is particularly untidy."!* Many
problems, ideas, proposals, actors and institutions are involved
in often times hard to predict and haphazard ways. There is
rarely a neat and orderly sequence of events. Various models
attempt to make the process less untidy and more comprehensible.
Indeed, there are a number of theoretical approaches to the study
of public policy which focus on the process in a fairly precise
and orderly way. Apart from the models referred to above, other
public policy models focus on the policy itself. 1In such studies
the output and how it is arrived at are of primary concern.
Rational and incremental decision making theories and inertia
theories are important here. However, I intend to concentrate on
the process rather than the output. The thrust therefore is
descriptive rather than prescriptive, process-oriented rather
than output-oriented. 1In the next chapter, we will briefly
examine and assess the theoretical landscape and try to determine
to what extent it is capable of explaining tax reform in Britain

and France in the 1980s.

1 J. Kingdon, 1984, op.cit., p.2.
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CHAPTER TWO

- Explaining Tax Reform: the Models -

Introduction

During the 1980s neo-liberal tax reform found its way onto
the governmental agendas in Britain and France. In Britain, tax
reform was ushered in under the Conservative governments led by
Margaret Thatcher from 1979. In France, tax reform became
government policy first under a Socialist government, then a
conservative one whose ideological predisposition, heightened the
priority given to the issue. The emergence of tax reform in
Britain and France, as well as other countries, and the
variations in approach, have provoked a reconsideration of
conventional models of tax politics and policy making. While I
will not endeavor to elucidate all the theories proffered as
explanations of the tax policy making process some of the more
important lines of analysis will be treated here.

The tax reform process has something to tempt every
theoretical taste and it would be misleading to assert that tax
reform came to the governmental agendas in Britain and France in
only one way. The data is, of course, open to differing
interpretations. Other models may lead to different conclusions.
There are, however, some common patterns discernible. I will
strive to show how the emergence of the tax reform issue and its
translation into policy was an interactive process of politics
and economics, ultimately.shaped by institutional factors. The

approach used here, by presenting a different perspective on the
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tax reform agenda setting process, should be seen as an
enhancement, rather than a replacement, of existing models. It
will focus attention on a new - in some cases - and greater range
of elements relevant to the politics of tax reform in the 1980s.

To begin, we will briefly examine and assess the viability
of the aforementioned models, especially for the purpose of
explaining tax reform.

Rational -Comprehensive

A natural starting point is to consider tax policy making in
terms of rational decision making. A model of rational decision
making represents a technique devised by economists to explain
how decisions.are made. We will look at how it might be applied
to the tax policy making process. Basically, the theory hoids,
that when a decision or choice must be made, the assumption is
that an objective has been‘identified, and a clear set of
alternatives has been de?eloped and considered. And once the
chooser - who may be an individual, a group or a government -
takes into account all the constraints and assesses the costs and
benefits of those alternatives, he chooses the one alternative
that will help him achieve his goal, consequently maximizing his
utility at least cost.?!?

The rational comprehensive model seeks to explain policy
making in terms of deciding (taxing) policies in light of clearly

stated goals and after consideration of all possible

12 See e.g., J. Tinbergen, On the Theory of Economic Policy, (Amsterdam:

North-Holland, 1952).
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alternatives. However clear and logical the arguments may sound,
they do not aptly describe reality. And in the case of tax
reform in the 1980s in Britain and France, while rational
decision making is the ideal, it is not entirely operative.

In the sphere of public policy making the limits to this
sort of rationality have already been well documented.!® For
example, governments do not always clarify their (tax) policy
goals and the means by which they intend to achieve those goals.
Oftentimes they are vague and contradictory. Neither do
governments allocate the time, energy and other resources
necessary to examine all the possible alternatives and their
consequences. Furthermore, the conflicting attitudes and
behavior of politicians, civil servants and affected interests
frustrate any attempt at rational comprehensive decision making.
In the end, the outcome of any decision is usually different from
the original intent, and the results achieved represent a "next

best" solution.

13 See e.g.: H. Simon, "A Behavioral Model of Rational Choice", The

Quarterly Journal of Economics, vol.69, no.l, February 1955; A. Downs,
Inside Bureaucracy, (Boston: Little, Brown and Co., 1967); K. Renwick,
ed., The Economic Approach to Politics: a Critical Reassessment of the
Theory of Rational Action, (New York: Harper Collins, 1991); R. Bauer
and K. Gergen, eds., The Study of Policy Formation, (London: Collier-
Macmillan, 1968); P-M. Gaudemet and E. Zoller, "Les Limites & la
Rationalité des Choix Budgetaires" in K. Roskamp, ed., Public Choice
and Public Finance, (Paris: Editions Cujas, 1980); C. Lindblom,
Politics and Markets, (New York: Basic Books, 1977), p.323; J. Kay,
"Tax Reform in Context: A Strategy for the 1990s", Fiscal Studies,
vol.7, no.4, November 1986; A. Robinson and C. Sandford, 1983, op.cit;
A. Peyrefitte, Le Mal Francais, (Paris: Plon, 1976); G. Thompson, The
Political Economy of the New Right, (London: Pinter Publishers, 1990),
p.33; C. Heckly, Rationalité Economique et Décisions Fiscales, (Paris:
LGDJ, 1987); J. Saint-Geours, Pouvoir et Finance, (Paris: Fayard,
1979) .
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Incrementalism

Charles Lindblom was instrumental, though not alone, in
developing a theory of policy making which some claim more aptly
fits the processes we are examining. The very limits of rational
comprehensive (or synoptic) decision making, in fact, find
expression in a pattern of policy making which is incremental.*
As opposed to rational decision making where problems and
potential solutions are comprehensively reviewed, incremental
decision making considers problems individually on an ad hoc
basis and with little regard for long term consequences and often
ignoring any relation with past decisions. What results are
small, marginal, incremental changes in policy or behavior.
Consequently, incrementalism has been described as a process
producing "decisions effecting small changes."!®

Aaron Wildavsky (1975) demonstrated the viability of this
model in terms of the U.S. budgetary process.!®* Any changes to
budgetary policy are made upon consideration of the current base
budget, whereupon participants in the process add or subtract
small increments to or from the base. It is interesting to note

that other scholars and authors have found incrementalism useful

14

See e.g.: C. Lindblom, "The Science of Muddling Through", Public
Administration Review, no.14, Spring 1959, pp.79-88; D. Braybrooke and
C. Lindblom, A Strategy of Decision: Policy Evaluation as a Social
Process, (London: Collier-Macmillan, 1963); Otto Davis, M. Dempster and
A. Wildavsky, "A Theory of the Budgetary Process", American Political
Science Review, no.60, September 1966, pp.529-547.

18 D. Braybrooke and C. Lindblom, 1963, op.cit., pp.62+.

16 A. Wildavsky, Budgeting: A Comparative Theory of Budgetary Processes,

(Boston: Little, Brown, 1975).
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as a description of fiscal policy making in the United States.?'’

The incrementalist model has been useful in explaining tax
policy making in, Britain and France, as well as the United
States.!® Given an established set of taxing commitments,
politicians - constrained by institutional forces - will do no
more than to add or subtract small increments therefrom. However
apt it may be as a description of the broader patterns of tax
policy making, when one considers tax reform and the abrupt,
large scale and non-incremental changes it often implies,
incrementalist models which treat small, marginal changes, or
even those which allow for large changes, are not suitable.??
Moreover, the way tax reform appeared on governmental agendas
cannot be explained in incremental terms.

Items often appear on agendas because they ‘get hot’, ‘take

b See e.g.: J. Witte, op.cit.; G.L. Bach, Making Monetary and Fiscal

Policy, (Washington, D.C.: the Brookings Institute, 1971); 1I.
Sharkansky, The Politics of Taxing and Spending, (Indianapolis: Bobbs-
Merrill, 1969).

18 See e.g.: G. Clayton and R.W. Houghton, "Reform of the British Income

Tax System”, in B. Crick and W. Robson, eds., Taxation Policy, (London:
Penguin, 1973); J. Kay and M. King, The British Tax System, 4th ed.,
(Oxford: Oxford University Press, 1986); A. Robinson and C. Sandford,

op.cit., p.231; C. Heckly, 1987, op.cit., p.6. Several French
interviewees described the outcome of French tax reform in
incrementalist terms. Jean-Pascal Beaufret mentioned that the

Socialist government of Francois Mitterrand decided to effect changes
in gradual steps and, at some length, he described how tax reform
represented a number of small steps over many years (Jean-Pascal
Beaufret, interview in Paris, France, May 14, 1992). Commenting on the
nature of the tax reforms in France in the 1980s, Philippe Lagayette
said, "C'etait wvrai que’elles sont partiellement ad hoc et
conjoncturelles... on a une fiscalité qui a evolué par petits
bouts...." Lagayette cited the example of the incremental changes in
value added taxes from 1987 to 1992. (Philippe Lagayette, interview
in Paris, France, May 20, 1992).

13 J. Kingdon, 1984, op.cit., pp.83-88.
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off’ or ’catch on’.?° Certainly, this was the case in France;
perhaps less so in Britain, where neo-liberal tax reform has
deeper roots and a longer history. Yet, if one looks at the
appearance of tax reform on the Conservative governments’ agenda
from 1979, compared to the previous government’s agenda, then the
agenda change which neo-liberal tax reform represented was
remarkable.

Even if one does find an incremental explanation useful, it
can only be so in part. This is as true in Britain and France,
as in the United States. Given this limited applicability, an
essential part of the process remains unexplained - the part
which includes the shift points characteristic of tax reform.

Group models

In order to conceptualize the role of groups, group (or
pluralist) models of politics are available to guide the way.
Such models overlap somewhat with public choice and some of the
other models examined here. According to the general (and
popular) model of groups, the appearance of an issue and its
translation into policy, as well as how that policy is enacted
and implemented, are all explained in terms of the operation of

group politics and political bargaining.?* This school maintains

20 See, J. Kingdon, op.cit., p.85. Many of the interviewees in France and

Britain described the emergence of tax reform in similar terms. Tax
reform had become a 'hot’ issue or "id la mode" and became the focus of
much attention.

2 See: A. Bentley, The Process of Government, (New York: Harper and Row,

1908); D. Truman, The Governmental Process, (New York: Alfred Knopf,
1951); E. Latham, The Groups Basis of Politics, A Study in Basing-Point
Legislation, (Ithaca: New York, 1952); R. Dahl, Polyarchy, (New Haven:
Yale University Press, 1971); R. Macridis, "Groups and Group Theory"
in R. Macridis and B. Brown, eds., Comparative Politics, (New York:
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that interest groups and the conflict between groups are present

in all stages of the policy process. As R. Macridis (1977)

maintains,

...power configuration is basically the configuration

of competing and struggling interests organized into
groups. Ideology, values, the state, the formal
organization of political decision making, and the
content of decisions are determined by a parallelogram
of group forces.®

In such a scenario, elected politicians and administrative elites

are malleable and passive, conforming to the prevailing

pressures.?® Governmental actors and institutions referee the

group struggle, and the predominant interest is then ratified and

adopted by government.?*

Some observers of the tax policy making process see tax

decisions as outcomes resulting from group competition and

political bargaining.?® Grahame Thompson (1990) goes so far as
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2s

Dorsey, 1977); G.D. Garson, Group Theories of Politics, (Sage: Beverly
Hills, 1978); P. Dunleavy and B. O’Leary, Theories of the State,
(Cambridge: Polity Press, 1987).

R. Macridis in R. Macridis and B. Brown, eds., op.cit., p.322.
P. Dunleavy and B. O’Leary, op.cit.

The group or pluralist model is often considered in conjunction with
the incremental one. The relationship is made in that the competing
demands made by opposing groups constrain decision makers from making
anything but marginal adjustments to a given base.

See e.g.: B.G. Peters, 1991, op.cit.; A. Robinson and C. Sandford,
op.cit.; M. Gammie, The Enactment of Tax Legislation: an Analysis of
the Consultative Process and Tax Legislation 1978 to 1987, (London: Law
Society, 1988); S. Surrey , "The Congress and the Tax Lobbyist: How
Special Tax Provisions Get Enacted", Harvard Law Review, vol.70, May
1957; S. Mazey "Public Policy-making in France: the Art of the
Possible", West European Politics, vol.9, no.3, July 1986; The Rueff
Commission Report, "Report on the Financial Situation of France",
distributed by The United States Council on the International Chamber
of Commerce, New York, 1959; J.C. Martinez, Le Statut de Contribuable,
Tome I, (Paris: LGDJ, 1980), p.74,179; M. Allais, Pour la Réforme de
la Fiscalité, (Paris: Clement Juglar, 1990), p.30; C. Heckly, op.cit.,
pp.217-53.
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to say that tax policy making in Britain has been traditionally
propelled by group politics.?® C. Heckly (1987) offers numerous
examples of the means and results of group influence on the tax
policy process in France.?” While, clearly, there is some
evidence of interest group activity in the tax policy making
process in both Britain and France, it is generally agreed, that
this activity is greatest after policy choices have been made,
rather than before.?® Kingdon (1984) claims that interest groups
do not often function as a source of policy or set agehdas on
their own, "...lobbies often don’t begin the push for legislation
or the push for agenda status."?®* Groups are responding to
government proposals rather than "promoting a potential agenda
item." In the course of our interview, Baron Cockfield, for
example, commented on the agenda influencing roles played by such
groups as the Institute of Fiscal Studies (IFS), the Institute
for Economic Affairs (IEA) and the Centre for Policy Studies
(CPS), but explained that "many of these organizations, as well
as other groups, were reactive instead of constructively pro-

active."?® 1In addition, because of the secrecy which surrounds

3¢ G. Thompson, 1990, op.cit., pp.30-35.
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See especially, C. Heckly, op.cit., pp.210-253.

28 See: J. Hayward, The State and the Market Economy, (Brighton:

Wheatsheaf, 1986), pp.64+; S. Mazey, 1986, op.cit., p.421; P. Hall,
"The State and the Market®", in P. Hall, J. Hayward, and H. Machin,
eds., Developments in French Politics, (Basingstoke: Macmillan, 1990),
pp.194-5; J. Kingdon, 1984, op.cit., ch.3; J. Kay, November 1986,
op.cit., p.4; A. Robinson and C. Sandford, op.cit., p.228, ch.7; G.
Thompson, 1990, op.cit., p.33; M. Gammie, 1988, op.cit..
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J. Kingdon, op.cit., pp.52-3).

30 Baron Arthur Cockfield, interview in London, England, June 11, 1991.
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the Treasury and Ministry of Finance budget making processes and
the ideologically driven goals of the Conservative and (to a
lesser degree) Socialist and RPR-UDF party leaders in government,
the effects of pluralist activities are hard to identify.*
Furthermore, while in practice consultation is part of the tax
policy process in both countries, the government remains firmly
in control and cedes little, if it so chooses, to group
demands.?*?

In instances where group influence is observable (i.e. the
CNPF and visiteurs du soir in France, or the oil companies in
Britain), it is with difficulty that one relegates the state to a
passive and reactive role as groups models are wont to do. In
the final analysis, problems arise in assigning a primary, if not
solitary, role to groups in determining British and French tax
reform agendas.
Public choice

The public choice school makes the case that "macro-

3w See e.g.: B.G. Peters, 1991, op.cit., p.12; L. McQuaig, Behind Closed

Doors, (Markham: Viking, 1987); R. Plant, "The Resurgence of Ideology"
in H. Drucker, ed., Developments in British Politics, (London:
Macmillan, 1983).

2 John Kay, for instance described the role of interest groups, in the

tax policy process, as "negligible" (John Kay, interview in London,
England, July 2, 1991). Another interviewee, Hermione Parker remarked,
"Consultation is a farce... there has been less and less occasion under
Mrs. Thatcher. The government has been very selective in terms of when
and who it consults, and even then it is difficult to say what has come
out of it." (Hermione Parker, interview in London, England, June' 11,
1991). On the assertion of governmental independence vis-a-vis
interest groups, see e.g.: N. Lawson, op.cit.; P. Hall, 1986, op.cit.;
V. Wright, "Socialism and the Interdependent Economy: Industrial
Policy-making Under the Mitterrand Presidency", Government and
Opposition, vol.19, no.3, Summer 1984; S. Berger, "The Socialists and
the Patronat" in H. Machin and V. Wright, eds., Economic Policy and
Policy-making Under the Mitterrand Presidency 1981-84, (London: Frances
Pinter, 1985).
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political phenomena must have micro-foundations in the behavior
of individuals."*® It starts from a deductive reasoning of the
behavior of human beings and its consequences. A number of
different lines of analysis have emerged from this school:
median-voter, political business cycle, budget maximization,
rent-seeking, log-rolling, fiscal illusion, to name some. Common
to all is the assumption that individuals are "rational, utility-
maximizing, self-interested, and (often) perfectly informed."3*

Public choice analysis has been applied to the tax policy
area with some success. As evidence of self-interested utility
maximization, one can point to the prominence of taxation as a
political issue during elections and its importance in election
manifestos, or the myriad tax reliefs that riddle tax systems, or
the efforts by governments to raise and lower taxes at various

points in the so-called electoral - or political business -

3 P. Dunleavy and B. O’Leary, 1987, op.cit., p.91. See also: A. Downs,

An Economic Theory of Democracy, (New York: Harper and Row, 1957); A.
Downs, "Why the Budget is too Small in a Democracy", World Politics,
vol.12, no.4, July 1960; J. Buchanan and G. Tullock, The Calculus of
Consent, (Ann Arbor: University of Michigan Press, 1962); J. Buchanan,
Public Finance in Democratic Process, (Chapel Hill: University of North
Carolina Press, 1967), ch.10; M. Olson, The Logic of Collective Action:
Public Goods and the Theory of Groups, (Cambridge: Harvard University
Press, 1971); G. Becker, "A Theory of Competition Among Pressure Groups
for Political Influence", Quarterly Journal of Economics, vol.98, no.3,
August 1983; W. Niskanen, Democracy and Representative Government,
(Chicago: Aldine, 1971); J. Buchanan and R. Tollison, Theory of Public
Choice, (Ann Arbor: University of Michigan, 1973); R. Wagner, The
Public Economy, (Chicago: Markham, 1973); J. Buchanan, The Limits of
Liberty: Between Anarchy and Leviathan, (Chicago: Chicago University
Press, 1975); K. Roskamp, ed., Public Choice and Public Finance,
(Paris: Editions Cujas, 1980); E. Tufte, Political Control of the
Economy, (Princeton: Princeton University Press, 1978); R.E. Wagner,
"Revenue Structure, Fiscal Illusion and Budgetary Choice", Public
Choice, vol.25, Spring 1976; P. Van Doren, Politics, Markets and
Congressional Policy Choices, (Ann Arbor: University of Michigan Press,
1991); G. Tullock, "A Simple Algebraic Logrolling Model", The American
Economic Review, vol.60, no.3, June 1970; J. Frerejohn, Pork Barrel
Politics, (Stanford: Stanford University Press, 1974).
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cycle.

Tax reform emerged on governmental agendas because parties
and party officials, in opposition or in government, sought to
attract voters who appeared to demonstrate a growing predilection
for tax cuts and other reforms. Moreover, the advocacy of tax
reform by encompassing groups like political parties, peak
associations, presidents and prime ministers, stemmed from their
inherenp positions and concern for the productive nature and
welfare of society as a whole.?® Indeed, to an extent, Mancur
Olson’s (1982) argument has some value for our analysis, but it
doesn’t really provide us with an understanding of the
process (es) by wﬁich tax reform emerged on political agendas. It
is concerned with micro-level foundations or motivations, whereas
we are concerned with micro-level activities and processes. Of
course, the two cannot be entirely separated, but for the moment
we will try first to explain how it happened and in the process,
try to understand why.

Public choice arguments have not been universally proven or
agreed, either in general, or with respect to explaining tax

policy.? Problems arise particularly with political business

35 See: M. Olson, The Rise and Decline of Nations: Economic Growth,

Stagflation and Social Rigidities, (New Haven: Yale University Press,
1982); G. Mucciaroni, op.cit.

36 See e.g.: J. Diamond, "A Note on the Public Choice Approach to the

Growth in Government Expenditure", IMF Working Paper WP/88/93,
(Washington, DC: IMF, October 21, 1988); D. Cameron, "The Expansion of
the Public Economy: a Comparative Analysis", American Political Science
Review, vol.72, no.4, December 1978; A.O. Hirschman, L’Economie comme
Science Morale et Politique, (Paris: Gallimard, 1984); Y. Mény and J.C.
Thoenig, Politiques Publigques, (Paris: Presses Universitaires de
France, 1980); P. Hall, 1986, op.cit., pp.10-13; W.W. Pommerehne,
"public Choice Approach to Explain Fiscal Redistribution" in K.W.
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cycle, rent seeking and median voter models. Firstly, tax reform
did not necessarily follow the concerns and patterns predicted by
political business cycles.?” Tax cuts and tax reform did not
always take place at predicted points in the electoral cycle.
Secondly, it was not clear where the median voter was positioned
with respect to the tax issue, and even less clear when opinion
on taxation was set against opinion on spending.?® Moreover,
there was no clear evidence that should a vote seeking politician
find the most ’‘popular’ position, that he/she would derive any
benefit. Finally, one of the outstanding features of tax reform
in the 1980s was its elimination or reduction of special tax
privileges. Thus, many proposals resulted in concentrated costs
and diffuse benefits.

More fundamentally, problems exist with the assumptions made

by public choice writers. Many critics see individuals as more

Roskamp, ed., op.cit.; G. Mucciaroni, op.cit.; S. Hansen, 1983,
op.cit., chs.1, 2; A. Rabushka, "The Tax Reform Act of 1986:
Concentrated Costs, Diffuse Benefits - an Inversion of Public Choice",
Contemporary Policy Issues, vol.4, October 1988; M. Schwarz and M.
Thompson, Divided We Stand: Redefining Politics, Technology and Social
Choice, (London: Harvester Wheatsheaf, 1990); D. North, K. Cook and M.
Levieds, The Limits of Rationality, (Chicago: University of Chicago
Press, 1990).

»? K. Monroe, "A French Political Business Cycle?" in P.G. Cerny and M.

Schain, eds., French Politics and Public Policy, (London: St. Martin’s
Press, 1980); J. Hayward, The State and the Market Economy, (Brighton:
Wheatsheaf, 1986), pp.221-2; A. Cowart, "The Economic Policies of
European Governments", Parts I and II, British Journal of Political
Science, July 1978 and October 1978.

. See e.g.: J. Dubergé, 1990, op.cit., p.308; R. Rose and T. Karran,

1987, op.cit., pp.95-6, 145, 167; T. Romer and H. Rosenthal, "The
Elusive Median Voter", Journal of Public Economics, vol.12, no.2,
October 1979; L’Express, no.1735, 5-11 Octobre 1984, p.22.
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than bundles of given tastes and preferences.?? Self-interest is
not the only motivating force. However, even if it is one among
several, it isn’t sufficient to accept it as given. How does one
come to know what one’s self-interest is (or any interest)? We
must be prepared to account for the complex actions of
individuals by accepting that a wide range of interests and
motives explain human behavior. However, these interests and
motives, as well as the strategies that guide human actions, must
be considered endogenously and not outside of an institutional
context.

While some lines of public choice thought have some virtue
in furthering our understanding of the micro-level foundations of
human behavior, as noted before, our undertaking here is
concerned with the processes of tax reform. The neglect of an
active institutional role in public choice analysis, moreover,
means that we must look elsewhere for an appropriate explanation.

Elite and state models

Given the centralized nature of tax policy making in Britain
and France, and the elitism which characterizes the tax policy

making cadres in both countries, the temptation to describe the

3 See: A. Wildavsky, "Choosing Preferences by Constructing Institutions:

A Cultural Theory of Preference Formation" in A.A. Berger, ed.,
Political Culture and Public Opinion, (New Brunswick: Transaction
Publishers, 1989); A. Wildavsky, "Why Self-Interest Means Less Outside
a Social Context", Journal of Theoretical Politics, vol.6, no.2, April
1994; M. Taylor, "Structure, Culture, and Action in the Explanation of
Social Change" in W. Booth, P. James and H. Meadwell, eds., Politics
and Rationality, (Cambridge: Cambridge University Press, 1993); K.
Thelen and S. Steinmo, "Historical Institutionalism in Comparative
Politics" in S. Steinmo, K. Thelen and F. Longstreth, eds., Structuring
Politics, Historical Institutionalism 1in Comparative Analysis,
(Cambridge: Cambridge University Press, 1992), pp.7-10.
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tax reform process in state-centric or elitist terms is hard to

resist.

reality.

But, neither model presents an accurate picture of

In reaction to the society-centered models of pluralism some

authors have returned to an analysis of the state and its

capabilities. Naturally how one defines the state, and how one

identifies and explains its autonomy, establishes important

parameters for one’s analytical framework. Some state-centric

scholars offer related but competing visions. Rather than

undertake a full review here, I shall refer the reader to their

works.4°

France, and to a lesser extent Britain, have been the

subject of state-centric analysis.!' Furthermore, tax policy

40

41

See: E. Nordlinger, On the Autonomy of the Democratic State,
(Cambridge: Harvard University Press, 1981); E. Nordlinger, with T.
Lowi and S. Fabbrini, "The Return of the State: Critique", American
Political Science Review, vol.82, no.3, September 1988; G.A. Almond,
"The Return to the State", Symposium, American Political Science
Review, vol.82, no.3, September 1988; S. Krasner, "United States
Commercial and Monetary Policy: Unravelling the Paradox of External
Strength and 1Internal Weakness" in P.J. Katzenstein, ed., 1978,
op.cit.; S. Krasner, Defending the National Interest, (Princeton:

.Princeton University Press, 1980); S. Krasner, Review Article,

"Approaches to the State: Alternative Conceptions and Historical
Dynamics", Comparative Politics, vol.16, no.2, January 1984; P.B.
Evans, D. Rueuschemeyer and T. Skocpol, Bringing the State Back In,
(Cambridge: Cambridge University Press, 1985); J. Hall and J.
Ikenberry, The State, (Milton Keynes: Open University Press, 1990).

See e.g.: K. Dyson, The State Tradition in Western Europe: A Study of
an Idea and Institution, (Oxford: Robertson, 1980); P.J. Katzenstein,
ed., 1978, op.cit.; M. Harrop, ed., Power and Policy in Liberal
Democracies, (Cambridge: Cambridge University Press, 1992); J.P. Nettl,
"The State as a Conceptual Variable" in L.J. Cantori and A.H. Ziegler
Jr., eds., Comparative Politics in the Post-Behavioral Era, (Boulder:
Lynne Rienner Publishers, 1988); W. Andrews and S. Hoffman, eds., The
Fifth Republic at Twenty, (Albany: SUNY Press, 1981); J. Hayward,
Governing France, 2nd ed., (London: Weidenfeld and Nicolson, 1983); E.
Suleiman, "State Structures and Clientelism: the French State Versus
the ’'Notaires’", British Journal of Political Science, vol.17, part 3,
July 1987; P. Cerny, "State Capitalism in France and Britain and the
International Economic Order" in P.G. Cerny and M. Schain, eds.,
Socialism, the State and Public Policy in France, (London: Frances
Pinter, 1985); J. Hayward, 1986, op.cit; J. Simmie and R. King, eds.,
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making appears to be one area in which the state is in full
control. However, the evidence shows that such assertions are
more apparent than real.

In terms of this study here, state-centric analyses prove
faulty in large part because they assume the state is autonomous
in developing its tax preferences and acting on those
preferences. While in some cases this may be true, with respect
to the cases under study here - neo-liberal tax reform in Britain
and France - such assumptions are less than watertight.

In both countries, state actors and institutions were not
always in agreement on the shape and direction of tax policy.
Serious divisions, resistance and policy over-rides characterized
the state’s preference development and policy formation
processes.*? Moreover, at some stage, societal actors were able

to make their influence felt, as we learned in a previous

' The State in Action: Public Policy and Politics, (London: Pinter,
1990); P. Dunleavy, "The United Kingdom, Paradoxes of an Ungrounded
Statism" in F. Castles, ed., The Comparative History of Public Policy,
(Cambridge: Polity Press, 1989); A. Gamble, "Privatization, Thatcherism
and the British State", Journal of Law and Society, vol.16, no.1,
Spring 1989; J. Wolfe, "State Power and Ideology in Britain: Mrs.
Thatcher’s Privatization Programme", Political Studies, Vol.39, no.2,
June 1991.

e See e.g.: J. Attali, Verbatim, (Paris: Fayard, 1993); C. Heckly,

op.cit., esp. ch.4; F. Giroud, La Comedie de Pouvoir, (Paris: Fayard,
1977); P. Favier and M. Martin-Roland, La Decennie Mitterrand, 1. Les
Ruptures, (Paris: Seuil, 1990), 2. L’Epreuve des Faits, (Paris: Seuil,
1991); E. Dupin, L‘’Aprés Mitterrand, (Paris: Calmann-Levy, 1991); N.
Lawson, op.cit.; M. Thatcher, The Downing Street Years, (London: Harper
Collins, 1993); J. Bruce-Gardyne, Ministers and Mandarins, Inside the
Whitehall Village, (London: Sidgwick and Jackson, 1986); J. Bruce-
Gardyne, Mrs. Thatcher’s First Administration: the Prophets Confounded,
(London: Macmillan, 1984); M. Moran, "Financial Markets" in J. Simmie
and R. King, eds., op.cit; M. Holmes, The First Thatcher Government
1979-1983, (Brighton: Wheatsheaf Books, 1985), p.44.
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section.*® Business groups, particularly in France, were
important in helping set the agenda. Moreover, these and other
groups, frequently sought, with varying degrees of success, to
obstruct reforming efforts. Such activity and its consequences,
appear to undermine claims of state autonomy in the case of tax
reform.

Furthermore, as we have seen, the processes with which we
are concerned, problem recognition and agenda setting, took place
largely outside the state.*® If tax reform appeared on
governmental agendas, it did so because of the ideas, efforts and
choices of actors outside the state. The press, policy experts
and others conspired to place neo-liberal tax reform, first on
specialized agendas - the opposition agendas of Chirac and the
RPR and Thatcher and the Conservatives. Elections helped
transform these specialized agendas into governmental agendas for
both opposition parties, first the Conservatives led by Thatcher
in Britain, and later, ;he RPR-UDF coalition led by Chirac in
France. Finally, especially in the case of France, developments
in the international environment, expecially economic and tax
developments tied to political developmeﬁts in Britain and the

United States, made an impact on the French government’s tax

b . See e.g.: previous footnote; J. Wolfe, op.cit.; P. Cerny in P. Cerny

and M. Schain, eds., 1985, op.cit.; E. Suleiman, 1987, op.cit.; S.
Mazey, 1986, op.cit.; C. Sandford, 1993, op.cit., ch.3; A. Robinson and
C. Sandford, op.cit.; M. Gammie, 1988, op.cit., pp.2, 5.

“ See, J. Wolfe, op.cit.
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agenda.*> Especially with economic and tax policies, the state
is ‘hemmed in’, ‘constrained’, ‘dependent’, ’interdependent’ and
less than omnipotent. These and other problems reduce the weight
of state-centric arguments as explanations of the emergence of
tax reform on governmental agendas in Britain and France.

Elitist doctrine posits that in any society there may be a
minority of the population which takes the major decisions.
Government is removed, therefore, from control by the majority,
regardless of the mechanisms.*® It is held that in the agenda
setting process, elites play the critical role of determining
which items to include on an agenda and which to keep off.?’

They act together as a group based on some shared purposes,
notions and values. The elite constitute a coherent, unified and

self-concious group bent on exploiting their positions so as to

45

See: S. Mazey, 1986, op.cit., p.422; P. Hall, 1986, op.cit., pp.198-
226; V. Wright and H. Machin, eds., 1985, op.cit.; J. Hayward,
"Conclusion” in P. Hall, J. Hayward and H. Machin, eds., 1990, op.cit.;
M. Loriaux, France After the Hegemony, International and Financial
Reform, (Ithaca: Cornell University Press, 1991); J. Hayward, 1983,
op.cit., p.280; P.G. Cerny and M. Schain, eds., 1985, op.cit. Cerny
(in Cerny and Schain, eds., 1985, p.208) ties in the constraints of the
organization of private capital with the openness of the economy and
asserts "...in an open, 1liberal democratic mixed economy, the
capitalist state is limited to a role which forecloses the possibility
that the state itself, particularly in recessionary conditions, can act
in a truly autonomous fashion, which might mean challenging or
replacing private capital in creating self - sustaining economic
growth." We’ll look at other resources which make more specific
references to the international influences on the French tax agenda in
the forthcoming discussion on learning.

e For a discussion of elite theory see: P. Dunleavy and B. O’'Leary, 1987,

op.cit., ch.4; J.H. Meisel, The Myth of the Ruling Class: Gaetano Mosca
and the Elite, (Ann Arbor: University of Michigan Press, 1958); G.
Parry, Political Elites, (New York: Praeger, 1970); P. Bachrach, The
Theory of Democratic Elitism, (Boston: Little, Brown and Co., 1967);
R. Putnam, The Comparative Study of Political Elites, (Englewood
Cliffs: Prentice-Hall, 1976); C. Wright Mills, The Power Elite, (New
York: Oxford University Press, 1956).
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preserve their domination. The unity of the elite can be
explained in terms of the group’s common socio-economic
background and/or in terms of their organizational socialization
and position or role which define their common situation,
interest and action.

Rather than reviewing the different strands of elite theory
our discussion here will begin with the premise that bureaucratic
politics has become the dominant theatre of decision making in
the modern state.*® According to J.D. Auerbach, R. Putnam and B.
Rockman (1988), skilled and experienced bureaucrats have gained a
predominant influence over the agenda and hence play a
substantive policy role.*” Dunleavy and O’'Leary (1987) put the
case thusly,

They outsay, outnumber and invariably outmanoceuvre the

elected and less intellectually endowed political

elite, should the latter even contemplate acting

against the "powers that be."®°
In this strand Qf elite theory, higher level administrators or
bureaucrats are seen as "dominant within the political

directorate of the liberal democratic state."5!

A substantial body of literature exists which examines the

18 F. E. Rourke, Bureaucracy, Politics and Public Policy, (Boston: Little,

Brown, 1976), p.184.

49 J.D. Auerbach, R. Putnam and B. Rockman, "Introduction to Bureaucrats

and Politicians in Western Democracies" in L.J. Cantori and A. Ziegler,
Jr., eds., Comparative Politics in the Post-Behavioral Era, (London:
Lynne Rienner Publishers, Inc., 1988), p.288.

e P. Dunleavy and B. O'Leary, 1987, op.cit., p.174.

5t Ibid.
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impact of administrative elites on public policy in Britain and
France.®? Public policy making in Britain and France is often
described as elite driven. In both countries, arguments have
been put forward which point to the control of the policy process
by a cohesive group of elite technocrats, in the case of France,
and elite generalists, in the case of Britain, who share common
socio-economic backgrounds, attitudes, ambitions and goals.

Elite arguments are problematic, however, for some of the
same reasons mentioned above in our discussion of the weakness of
state-centric theory: absence of unified vision and uniform
approach, the impact of actors and events external to elites,
etc. There is a long tradition of attributing public policy to

elites, but various problems have surfaced to undermine elite

52 See e.g.: E. Suleiman, Politics, Power and Bureaucracy in France, the

Administrative Elite, (Princeton: Princeton University Press, 1974);
T. Pfister, La République des Fonctionnaires, (Paris: Albin Michel,
1988); F. de Baecque and J-L. Quermonne, eds., Administration et
Politique sous la Cinguiéme République, (Paris: Presses de la Fondation
Nationale des Sciences Politiques, 1982); C. Debbasch, L’Administration
au Pouvoir, (Paris: Calmann-Levy, 1969); M. Crozier, The Bureaucratic
Phenomenon, (Chicago: The University of Chicago Press, 1964); M.
Crozier, et.al., OQ Va 1l’Administration Francaise?, (Paris: Les
Editions d’Organisation, 1974); F. Ridley and J. Blondel, Public
Administration in France, (London: Routledge and Kegan Paul, 196%); F.
Burdeau, Histoire de l’Administration Francaise du 18e au 20e Siécle,
(Paris: Montchrestien, 1989); R. Rose, "Higher Civil Servants in
Britain" in E. Suleiman, ed., Bureaucrats and Policy Making, (New York:
Holmes and Meier, 1984); Royal Institute of Public Affairs, Policy and
Practice, the Experience of Government, (London: RIPA, 1980); P.
Hennessy, Whitehall, (London: Secher and Warburg, 1989); W. Plowden,
Ministers and Mandarins, (London: Institute for Public Policy Research,
1994); L. Pliatzky, Getting and Spending Public Expenditure, Employment
and Inflation, (Oxford: Basil Blackwell, 1982); A. Ham, Treasury Rules,
Recurrent Themes in British Economic Policy, {(London: Quartet Books,
1981); M. Gordon, "Civil Servants, Politicians and Parties",
Comparative Politics, vol.4, no.l, October 1971; R. Tames, People and
Politics, (London: Charles Knight and Co. Ltd., 1975); A. Robinson and
C. Sandford, op.cit., pp.86-87, 105-6; C. Hood, "British Tax Structure
Development as Administrative Adaptation", Policy Sciences, vol.18,
March 1985; F. Willson, "Policy Making and the Policy Makers" and S.
Brittan, "The Irregulars" in R. Rose, ed., Policy Making in Britain,
(London: Macmillan and Co., 1969); H. Heclo and A. Wildavsky, The
Private Government of Public Money, Community and Policy Inside
Britain, 2nd ed., (London: Macmillan, 1981).
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explanations. In Britain, as in France, administrative elites
not only feature some non-elite traits - i.e. lack of cohesion,
conflicting goals and attitudes, disagreements and differing
socio-economic backgrounds - but also, they turn out to be more
important in terms of their advisory and ’‘fine-tuning’ capacities
rather than in terms of their purported control of the policy
process.

When looking at the role played by administrative elites in
the tax reform process, elite explanations are inadequate. For
instance, those elites relevant to the tax policy-making process
issue from different socio-economic backgrounds, they are
different ages and they do not, in fact, all share the same
ideological and policy orientations.®?

Furthermore, tax reform generally entails important
decisions (perhaps incremental in the short term, but
cumulatively significant), departures from the norm, that have

potential and detectable political consequences. Such decisions

53 See e.g.: L.J. Edinger and D.D. Searing, "Social Background in Elite

Analysis: a Methodological Inquiry", American Political Science Review,
vol. LXI, June 1967; D.D. Searing, "The Comparative Study of Elite
Socialisation", Comparative Political Studies, vol.l, no.4, January
1969; J-F. Kesler, L’ENA, la Société, 1‘’Etat, (Paris: Berger-Levrault,
1985), pp.388-396; C. Grémion, "Le Milieu Décisionnel Central", in F.
de Baecque and J-L. Quermonne, eds., op.cit.; E. Suleiman, "Sur les
limites de 1la mentalité bureaucratique: conflit des r8les entre
cabinets ministériels et directeurs", Sociologie du Travail, Octobre -
Decembre 1972, pp.388-409; V. Wright, "Politics and Administration
Under the 5th Republic", Political Studies, vol.XXII, no.1l, March 1974,
pp.52-55; A. Stevens, "Politicization and Cohesion in the French
Administration", West European Politics, vol.l1, no.3, October 1978,
pp.68-80; E. Suleiman, 1974, op.cit.; F. Giroud, 1977, op.cit.; F.
Dupuy and J-C. Thoenig, L‘’Administration en Miettes, (Paris: Fayard,
1985); D. Mairey and P. Peugeot, "Les Ministres et les Directeurs: qui
commande?", Pouvoirs, no.53, 1990, p.23; R. Tames, op.cit., pp.179-80;
R. Rose, "Higher Civil Servants in Britain", in E. Suleiman, ed.,
op.cit., p.145; S. Eldersveld, Political Elites in Modern Societies,
Empirical Research and Democratic Theory, (Ann Arbor: University of
Michigan Press, 1989), pp.55-67.
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are unlikely to be made by administrative elites in the Treasury
or the Ministry of Finance, or other bureaucratic bodies.**

These decisions remain very much with members of government such
as prime ministers, presidents, and more likely, in the case of
taxation, the Chancellor of the Exchequer in Britain, and the
Ministers of Finance and Budget in France.®® Other key players
in the agenda setting process will issue from the political
milieu (party members, politicians and/or political appointees)

rather than the administrative. This does not exclude the

possibility that administrative elites can initiate reform

proposals, but for most of the major tax reforms of the 1980s,

such was not the case.®® If anything, they were more likely to

sS4

sS
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See e.g.: B. Gournay in F. de Baecque and J-L. Quermonne, eds.,
op.cit.; F.F. Ridley, "French Technocracy and Comparative Government",
Political Studies, vol.l4, February 1966; A. Ham, op.cit.; Heclo and
Wildavsky, 1981, op.cit.; R. Rose, ed., 1969, op.cit; R. Rose in E.
Suleiman, ed., 1984, op.cit.; M. Gordon, op.cit.; RIPA, 1980, op.cit.;
D. Frost and A. Jay, To England With Love, (London: Hodder and
Stoughton, 1970); W. Plowden, 1994, op.cit.; M. Holmes, 1985, op.cit.;
L. Pliatzky, 1982, op.cit.; R. Rose and T. Karran, 1987, op.cit.; G.
Thompson, 1990, op.cit.; C. Sandford, 1993, op.cit., ch.3.

As Nigel Lawson (1992,p.333) states, "...tax reform is thHe one major
branch of supply-side reform which is unequivocally under the direct
control of the Chancellor."

Indeed, most of the interviewees in Britain and France, referred to the
dominant roles played by key political actors and advisers in setting
the tax reform agenda, with secondary or tertiary roles played by
administrative actors in Britain’s Inland Revenue and Treasury and in
France’s Service de la Legislation Fiscale, Direction Générale des
Impdts, and the Ministry of Finance, more generally. However, the role
of civil servants was broadly acknowledged. For example, John Biffen
noted that although the early Thatcher policies were well-prepared in
opposition, "As time went by - of course all that diminished because
you then became more and more beholden to your civil servants to
produce your ideas: but the early, and in many ways, decisive
changes...really did reflect the extent to which we came into office
determined to be radical..." (John Biffen, interview in London,
England, June 20, 1991). One French interviewee saw, in some of the
changes to French tax policy, the work of elites, particularly
énarques. Georges Egret commenting on the company tax reductions in
France, "Il faut 1l’expliquer essentiellement par 1l‘influence de
quelques hommes pragmatiques comme M. Bérégovoy... qui etait influencé
par toute 1l’énarchie qui etait autour de 1lui." (Georges Egret,
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be important in terms of generating alternatives than in agenda
setting.

While state-centric and elitist arguments are frequently
marshalled to explain policy developments in Britain and France,
even a less than rigorous testing of such models in the case of
tax reform agenda setting as has been undertaken here, suggests
their limited viability.

Culture

From culturalists we learn that a given set of beliefs,
values and attitudes determine political ideas, human behavior
and public policy.®” Individuals are socialized in and infused
with culture, which predisposes them to hold certain fundamental
beliefs and act in certain ways. Much evidence, some esoteric,
has been called upon to substantiate the causal nature of
political culture.®® The emergence of neo-liberal tax reform on

governmental agendas in France and Britain can be explained by

interview in Paris, France, May 7, 1992).

57 See e.g.: T. Parsons and E. Shils, eds., Towards a General Theory of

Action, (Cambridge: Harvard University Press, 1951); G. Almond and S.
Verba, The Civic Culture, (Princeton: Princeton University Press,
1963); G. Almond and S. Verba, The Civic Culture: Political Attitudes
and Democracy in Five Nations, (Boston: Little, Brown and Co., 1965);
L. Pye, Political Culture and Political Development, (Princeton:
Princeton University Press, 1965); A. King, "Ideas, Institutions and
the Policies of Governments: a Comparative Analysis", British Journal
of Political Science, vol.3, parts 3 and 4, July 1973 and October 1973.

se See e.g.: G.A. Almond and S. Verba, 1963, op.cit.; G. Sartori,

Democratic Theory, (Detroit: Wayne State University Press, 1962); L.
Pye and S. Verba, eds., Political Culture and Political Development,
(Princeton: Princeton University Press, 1966); G.A. Almond and S.
Verba, The Civic Culture Revisited, (Princeton: Princeton Univesity
Press, 1980); R. Dahl, Political Oppositions in Western Democracies,
(New Haven: Yale University Press, 1966); G. Hofstede, Culture’s
Consequences, (London: Sage, 1980); A. King, July 1973, October 1973,
op.cit.; D.E. Ashford, British Dogmatism and French Pragmatism,
(London: Allen and Unwin, 1982).
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culturalists, for example, in terms of the ’'low tax’ or ’anti-

tax’ attitudes prevalent in both Britain and France and the ’‘free

market’ sentiments of the masses, but more importantly, the

policy makers.®® However, studies and opinion surveys reveal

ambiguous and ambivalent attitudes towards taxing and spending,

government intervention and the role of the state in the economy

and society.®°

Culturalists are not all of one mind and the existence of

uniformly held cultural paradigms has been largely disproved.S:
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For evidence supporting and refuting these assumptions see: G. Ardant,
Théorie Sociologique de 1’Impbt, Livre 1V, (Paris: S.E.V.P.E.N., 1965),
premiére partie; J. Dubergé, 1990, op.cit., pp.167-318; J. Rivoli, Vive
1’Impét, (Paris: Editions du Seuil, 1965), pp.5-7, 13-17; SOFRES,
Opinion Publique, Enquétes et Commentaires 1984, (Paris: Gallimard,
1985), pp.202-7, 216-7, 273; M. Ullmann, "Vos Impdts en 1984", Paris
Match, no.1786, 19 Ao(it 1983, pp.58-60; L. Mehl, "Avant-propos", D.
Borne, "’Vive le Roi Sans Gabelle’ Les Révoltes Contre 1’Impdt en
France du XVIIe au XXe Siécle", J. Dubergé, "Résistance Comparée a
1'Impdt et aux Cotisations de Couverture Sociale" in Revue Francaise
de Finances Publiques, no.5, 1984; R. Rose and T. Karran, 1987,
op.cit., ch.8; A. Lewis, The Psychology of Taxation, (Oxford: Martin
Robertson, 1982); A. Lewis and D. Jackson, "Voting Preferences and
Attitudes Toward Public Expenditure", Political Studies, vol.33, no.3,
September 1985; A. Robinson and C. Sandford, op.cit., ch.7; C.
Sandford, 1993, op.cit., pp.209-211; B.G. Peters, 1991, op.cit., ch.S.

Surveys regularly show voters prefer expanding, or at least maintaining
welfare services to cutting income taxes, if cutting taxes means
reductions in services (see e.g.: BBC Radio 4 survey cited by M.
Cassell, "Labour Takes Offensive in Attempt to Raise Morale", Financial
Times, March 16, 1987, p.10). The same ambigquity is evident in France
(see e.g.: J. Dubergé, 1990, op.cit.; M. Ullmann, 1983, op.cit., p.59).
Also see previous footnote.

On some of the problems with cultural arguments, see e.g.:. B. Barry,
Sociologists, Economists and Demo¢racy, (London: Collier-Macmillan,
1970); R. Fagen, The Transformation of Political Culture in Cuba,
(Stanford: Stanford University Press, 1969); F. Greenstein, "A Note on
the Ambiguity of ‘Political Socialization’: Definitions, Criticisms,
and Strategies of Inquiry", Journal of Politics, vol.32, November 1970;
R. Chilcote, Theories of Comparative Politics, (Boulder: Westview
Press, 1981), ch.6; M. Needler, The Concepts of Comparative Politics,
(New York: Praeger, 1991), ch.7; L.C. Mayer, Redefining Comparative
Politics, (London: Sage Publications, 1989), ch.6; P. Hall, 1986,
op.cit., pp.8-10; B.G. Peters, 1991, op.cit., pp.6-7, 286; D.J. Elkins
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Moreover, values, beliefs and attitudes are not simply formed
during childhood socialization, but continue to be shaped by
one’s life experiences. This appears to undermine any attempt to
attribute a causal nexus to culture; but, perhaps not. Rather it
may help to surmount one of the major dilemmas confronted by
cultural arguments, that is, the dilemma of change.*®?

If culture stays the same, it is with much difficulty that
we explain policy changes. On the other hand, if culture
changes, according to the changing kaleidoscope of peoples’
values, beliefs and attitudes, then policy change is more easily
explained. The problem, however, is in distinguishing between
transitory changes in public opinion and fundamental cultural
changes. Also how one ascertains that cultural change and its
causal force raises other problems. In other words, is the
cultural change ‘self-generated’ or is it ’‘responding’ to some
forces in the environment?

What has emerged to renew the culturalist school is a

conception of multiple cultures co-existing in a polity and

1971; W. Booth, P. James and H. Meadwell, eds., Politics and
Rationality, (Cambridge: Cambridge University Press, 1993); S.
Peterson, Political Behavior, Patterns in Everyday Life, (London: Sage
Publications, 1990); G. Almond and S. Verba, eds., 1980, op.cit.; P.
Warwick, Culture, Structure, or Choice? Essays in the Interpretation
of the British Experience, (New York: Agathon Press, 1990).

&2 See e.g.: P. Warwick, op.cit., ch.5; C. Webber and A. Wildavsky, A

History of Taxation and Expenditure in the Western World, (New York:
Simon and Schuster, 1986); D. Kavanagh, "Political Culture in Great
Britain: the Decline of the Civic Culture" in G. Almond and S. Verba,
eds., 1980, op.cit.; D. Kavanagh, British Politics, Continuities and
Change, (Oxford: Oxford University Press, 1990), p.61.
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competing against one another for dominance.®® The established
norms and precepts in a polity are accepted as dominant as iong
as they are effective. Once they lose their effectiveness, the
game is up and other cultures or sub-cultures vie with one
another to gain the dominant position. The discrediting of the
standing culture may dislodge it from its dominant position while
another is empowered by its adherents and supporters. Applying
such concepts to the events of the late 1970s - for example, the
discrediting of the collectivist and egalitarian cultures,
provided an opportunity for individualistic and market cultures
to assert themselves and spread their values.® Once they
overtook the collectivists and egalitarians as the dominant
culture, controlling the levers of power, they acted to implement
their program, which included neo-liberal tax reform.

Such an argument is a powerful one. And there is certainly
something of value to be learned from it. However, it leaves
unanswered the questions of why cultures compete, and how they

perpetuate and evolve. There must be certain incentives in-built

6 See previous footnote, especially C. Webber and A. Wildavsky, op.cit.,

chs.9,10. Also see, P. Hall, "Policy Paradigms, Social Learning, and
the State: The Case of Economic Policymaking in Britain", Comparative
Politics, vol.13, no.1l, April 1993.

o John Biffen alluded to the struggle for dominance by various ideas and

values and their advocates. He explained, "... the intellectual
dominance gained by Chicago over the kind of modified Keynesianism
which was otherwise in place, that all gave quite a big impetus to
philosophically what the government was trying to do. And suddenly you
found that what had been calculated on fairly straightforward political
principles was being elevated into something highly respectable, now
was beginning to win the intellectual argument. That was something
which hadn’t been altogether expected. It did mean that the Labour
Party became in increasing difficulty to sustain the case for high
levels of protective spending which had been at the heart of their
Keynesian approach. It began to go out of fashion." (John Biffen,
interview in London, England, June 20, 1991).
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in the particular institutional setting which condition the
perceptions and expectations of individuals existing within it.®s
Furthermore, such arguments lead us to wonder whether culture is
inherited, or alternatively, if it is learned or transmitted and
how. If it is learned or transmitted, who and what is
instrumental in this process? Some culturalists have found it
difficult to maintain culture’s independence outside of an
instituﬁional framework.

These and other dilemmas have weakened the standing of
cultural arguments. As Paul Warwick (1990) tells us, "The fact
that an idea or cultural trait had its origins in a certain
society or type of society may mean that at some point it was
useful in achieving a particular goal, but its standing as an
independent causal force is essentially nil."®® Culture,
therefore, while a convenient "catch-all" framework, is deficient
when called upon as an explanatory tool, particularly for the
process of agenda change that gave rise to tax reform; however,
it does help us to understand a number of elements relevant to
that process.

Learning

Tax reform in the 1980s, while not necessarily a policy

innovation in itself (very few ’‘new’ policies are innovations but

old ideas re-combined and re-constituted), was certainly an idea
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See, P. Hall, 1986, op.cit., ch.1, pp.230, 279.

s¢ P. Warwick, op.cit., p.S5S.
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whose time had come.®” As we have already argued, Britain was
the acknowledged leader in the neo-liberal tax reform movement
which swept many countries in the 1980s.%® The tax reform agenda
which Mrs. Thatcher and her Chancellor Geoffrey Howe brought with
them from opposition to government in 1979, was the work of
domestic actors and domestic ideas. So too were many of the
reforms introduced under Nigel Lawson’s chancellorship. The same
cannot be said of France.’ Policy makers there did not formulate
tax reform proposals in a self-induced ’‘flash of insight’.®® The
inspiration came from elsewhere. Where did the inspiration, or

rather the idea, come from? Here, identifying the source is not

€7 Tax reform, however, did not make its debut from 1979. In fact, the

idea, had earlier roots. As Kingdon (1984, p.77) remarks, "You’ll
always find that things have their start somewhere else. People don’'t
sit down and think up whole new approaches in a flash of insight. They
borrow from somewhere else." Several of the British interviewees, for
example, commented that the tax reforms enacted under Mrs. Thatcher’s
premiership, could trace their origins at least to ideas and policies
devised or considered by the Conservatives in the late 1960s and early
1970s. As Cedric Sandford noted, the tax reforms enacted under
Thatcher "grew out of a lot of Conservative thinking that had gone on
for a long time." (Cedric Sandford, interview in Bath, England, June
6, 1991). T

es See e.g.: J. Frenkel, A. Razin, and E. Sadka, International Taxation

in an Integrated World, (Cambridge: MIT Press, 1991), p.5; J. Kay,
November 1986, op.cit., p.2; N. Lawson, 1992, op.cit., p.360; G.
Thompson, 1990, op.cit., p.31; C. Sandford, 1993, op.cit., pp.40-1; J.
Plender, "Another Wave of Change Ahead", Financial Times, March 13,
1987, p.24. Although, one author I read assigns both the United States
and Great Britain leading roles in the tax reform movement (N. Glazer,
"Ideas and Politics in Britain: an American View" in J.C.D. Clark, ed.,
Ideas and Politics in Modern Britain, London: Macmillan Press, 1990).

& As we have already noted, to a certain extent the same could be said

of Britain, where many of the ideas which appeared on Thatcher’s tax
agenda had been in the pipe-line for some years. For example, when
asked why tax reform was such an important part of the Conservative
program in the late 1970s and post-1979, Arthur Cockfield replied that
"It had been for a long time. Much of the language used to rationalize
the reform proposals of the late 1970s/early 1980s, hearkened back to
the last Conservative government and before... many of the same
principles had been enunciated by Ted [Heath] and Iain [MacLeod] before
1970." (Baron Arthur Cockfield, interview in London, England, June 11,
1991).



53
as important as understanding neo-liberal tax reform as a largely
'foreign’ idea or input and how it came to take hold in the mind
of French policy makers. However, even in the case of Britain,
some doubts are cast on the characterization of Thatcher’s tax
reforms as ‘flashes of insight’. There are some intriguing lines
of analysis on such questions, which we will consider below.

Understanding the causes of policy change have perplexed
many students of public policy. Whether one sees the state or
groups pursuing their respective interests as the driving force
behind policy change, we are left wondering, "Where do the ideas
come from which give substance to those interests?"” How do
those interests come to be defined? This hearkens back to a
similar question raised in our earlier discussion of public
choice theory: do groups or the state experience flashes of
insight and themselves originate the ideés which eventually get
worked into viable policies? 1In some cases, yes. In other
cases, the idea may not have domestic sources, but rather
originates in developments taking place outside the borders of
the polity. State officials and groups act on their preferences
which have often been shaped and guided by external forces.

Some would have us believe that past policies largely
dictate how actors in the policy process define their

interests.’” Others make assumptions about individual level

i See e.g.: P. Hall, 1993, op.cit., p.277-8; P. Sacks, Review Article,

"State Structure and the Asymmetrical Society: an Approach to Public
Policy in Britain", Comparative Politics, vol. 12, no.3, April 1980,
p-356; M. Weir and T. Skocpol, "State Structures and the Possibilities
‘for 'Keynesian’ Responses to the Great Depression in Sweden, Britain
and the United States" in P. Evans, et.al., 1985, op.cit., p.119; R.
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preferences which are endogenous. Individuals act out of a self-
regarding calculus of utility maximization. We have looked at
such arguments already. Another approach looks at the
relationship of the state and society in the international
system. How do international level variables afféct domestic
politics and policy making?

New directions in understanding the causes of policy - or
agénda - change are found in schools of thought that look to the
international environment and learning and diffusion processes.”
Policy change or innovation results from learning and diffusion,
which may be an international or domestic phenomenon; although it
was largely on the international system that we focused. Rapid
technological advances, increasingly interdependent economies and
markets, and the ease with which actors cross borders and
exchange ideas are all components of the phenomena which
contribute to the (national) mimicking or emulation of ideas and

policies developed and applied elsewhere.’?

Rose and T. Karran, 1987, op.cit.,; H. Heclo, Modern Social Politics
in Britain and Sweden, (New Haven: Yale University Press, 1974), p.S.

n See: G. Almond, A Discipline Divided: Schools and Sects in Political

Science, (Newbury Park: Sage Publications, 1989); P. Gourevitch, "The
Second Image Reversed: The Internatinal Sources of Domestic Politics",
International Organization, vol.32, Autumn 1978.

” See e.g.: K. Kaiser, "Transnational Politics: Toward a Theory of

MultiNational Politics", International Organization, vo0l.25, Autumn
1971; R. Cooper, The Economics of Interdependence: Economic Policy in
the Atlantic Community, (New York: McGraw Hill Book Co., 1968); R.B.
Farrell, ed., Approaches to Comparative and International Politics,
(Evanston: Northwestern University Press, 1966); C. Adler, "Comparison
of Intranational and International Politics", American Political
Science Review, vol.57, no.2, June 1963; J. Rosenau, B. Vincent Davis
and M. East, eds., The Analysis of International Politics, (Glencoe:
Free Press, 1971); R. Keohane and J.S. Nye, Power and Interdependence:
World Politics in Transition, (Boston: Little, Brown, 1977); G. Breton,
"Mondalisation et Science Politique: 1la fin d’un imaginaire
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According to Hugh Heclo (1974) policy innovations are the
result of diffusion or "poiitical learning." 1In his
investigations of the evolution of the welfare state in European
countries, in particular Britain and Sweden, and the development
of social policy, Heclo advocates "viewing politics through the
concept of learning."” Political learning takes place in a
number of ways - i.e. léarning from experience, learning from
diffusion, etc. It is on the latter which we will focus our
attention here, although it should be noted that each form of
learning impinges on the other.™

Authors David Collier and Richard Messick (1975) developed a
similar line of argument to Heclo’s (1974) upon analyzing the
causes of social security development within and across nations.
They make a strong case for learning and diffusion, with respect
to the adoption of social security.” The authors detected a

clear pattern of diffusion of social security ideas and policies

théorique?", Revue Etudes Internationales, vol.XXIV, no.3, Septembre
1993; R. O’Brien, "The End of Geography. The Impact of Technology and
Capital Flows", The AMEX Review, May 17, 1990; J. Rosenau, ed., Linkage
Politics: Essays on the Convergence of National and International
Systems, (New York: Free Press, 1969); J. Rosenau, Turbulence in World
Politics: a Theory of Change and Continuity, (London: Harvester
Wheatsheaf, 1990); S. Brown, International Relations in a Changing
Global System, (Boulder: Westview Press, 1992); J. Whitman, Copying
Other Nations’ Policies: Two American Case Studies, (Cambridge:
Schenkman, 1980); OECD, Taxation and International Capital Flows,
(Paris: OECD, 1987); M. Loriaux, op.cit..

7 H. Heclo, 1974, op.cit., p.306.

™ ibid., p.307.

7 D. Collier and R. Messick, "Prerequisites Versus Diffusion: Testing

Alternative Explanations of Social Security Adoption", American
Political Science Review, vol.69, no.5, December 1975.
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down a hierarchy of modernization.’® Collier and Messick claim,
"...the diffusion approach views social security adoption as
taking place within an international system of communication and
influence."”’

Learning is the acquisition and assimilation of knowledge
and information applied to subsequent actions. Behavioral and
policy change generally result from responses made "in reaction
to some perceived stimulus."’®

Learning can take place within the confines of national
frontiers. However, in our modernizing and increasingly
interconnected world, learning takes place in a much broader
context as Collier and Messick (1975) and Heclo (1974)
demonstrate. No state exists in splendid isolation.’” Looking
at the development of social policy, specifically state income
maintenance programs, Heclo (1974) determines that such policies
spread internationally, in most cases by a process of diffusion
and emulation.?®®

Agents of change (Heclo, 1974) aware of ideas and policies

being considered and/or tried elsewhere, diffuse their acquired

¢ Modernization refers to the social and economic transformation

associated with the transition from primarily agricultural to
industrial economies (D. Collier and R. Messick, op.cit., p.1303).
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D. Collier and R. Messick, op.cit., p.1305.
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Ibid., p.306; also see, P. Hall, 1993, op.cit., p.278.
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V. Rys, "The Sociology of Social Security", Bulletin of the Social
Science Association, vol.17, no.1, January-February 1964, quoted in D.
Collier and R. Messick, op.cit., p.1305.

80 H. Heclo, 1974, op.cit., pp.10, 14.
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knowledge and information within a domestic policy community or

in the public arena more generally.®

Or they may transmit what
they have learned to important decision-makers who act either by
rejecting the ’'foreign’ ideas/policies or by developing them - or
having them developed - into appropriate policies for the ’‘home
market’ .

Ardant (1972) noted similar processes at work in the
creation of progressive tax systems in various countries during
the late 19th/early20th centuries.® Michael Boskin (1990) in
explaining the new directions in tax policies in the 1980s
observed that "ideas tried in one country then spread to
others."®

Several authors credit international technological and

policy developments for the changes in domestic tax policy.®

" Also see, C. Bennett, "Review Article: What is Policy Convergence and

What Causes It?", British Journal of Political Science, vol.21, April
1991, p.221.

82 See, G. Ardant, Histoire de 1’'Impét, Livres I et II, (Paris: Fayard,

1972).

83 M. Boskin and C. Mclure, eds., World Tax Reform, Case Studies of
Developed and Developing Countries, (San Francisco: International
Center for Economic Growth, 1990), p.3.

" See e.g.: G. Ardant, Livre II, 1972, op.cit., pp.372+, 425-6; A. Jack,

"Long Arm of the Revenue Collectors", Survey, "World Taxation",
Financial Times, May 20, 1994, p.1; D. Brean, "Policy Perspectives on
International Taxation" in C. Sandford, ed., Key Issues in Tax Reform,
(Bath: Fiscal Publications, 1993); OECD, Tax Information Exchange
Between OECD Member Countries, (Paris: OECD, 1994); P. Stevens, "Lawson
Rides the Wave of International Tax Reform", Financial Times, March 9,
1987, p.6; P. Solal, "France: the Necessary Reform", Tax Planning
International Review, vol.14, no.7, July 1987; OECD, Why Economic
Policies Change Course, (Paris: OECD, 1988); V. Tanzi, "The Response
of Other Industrial Countries to the U.S. Tax Reform Act®, National Tax
Journal, vol.XL, no.3, September 1987; V. Tanzi, "The IMF and Tax
Reform", IMF Working Paper no.WP/90/39, (Washington, D.C.: IMF, 1990);
D.W. Lee and R.B. McKenzie, "The International Political Economy of
Declining Tax Rates", National Tax Journal, vol.XLII, March 1989; J.
Slemrod, "Tax Principles in an International Economy" in M.J. Boskin
and C.E. McLure Jr., eds., op.cit.; J. Whalley, "Foreign Responses to
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Many have attributed the emergence of neo-liberal tax reform on
governmental agendas in Britain and France to such processes.®
However, I believe that modernization and globalization
facilitated the exchange of information, the observations and
interactions of agents of change and served more as catalysts to
the process of policy change rather than the causes of policy
change.

Although France - as will be shown - is a more obvious
example of the impact of learning and diffusion in an
international setting, a weaker case can be made for explaining,
in similar terms, the emergence of neo-liberal tax reform on the

British government’s agenda in the period from 1979.% 1In fact,

U.S. Tax Reform" in J. Slemrod, ed., Do Taxes Matter?, (Cambridge: The
MIT Press, 1990).

§s Indeed, several of the French interviewees referred to developments

outside France'’s borders as having an impact on the change in French
tax policy. Although this factor was cited by none as the only or
major factor. Responding to a question on the role of international
developments Patrick Careil said, "... Indirectment...pas directement,
mais je pense que indirectement dans le mesure ou s’influencer les
medias et les decideurs francais qui ont augmenter les pressions en
disant... "Voyez notre revendication est legitime puis que en touts les
autres pays on fait comme ca..." (Patrick Careil, interview in Paris,
France, May 25, 1992). Georges Egret felt that the shape of tax policy
in France during the 1980s was to a certain extent influenced by
outside factors. He spoke at length of how early Socialist fiscal
policies resulted in excess and particularly in terms of the costs
imposed on businesses and the effects on the franc. Membership in the
EC and the franc’s role in the European monetary system obliged a major
change in policies on the Socialist government. He concluded, "..
maintenant le probléme essentiel c’est 1’Europe; gque nous soyons
competitif dans le domaine fiscal et que par consequent si nos voisins
baissent leurs taux, nous baissions aussi, et je crois que la réforme
américaine, qui s‘’est répandu un peu en l1l’'Europe a eté un élément
considérable et qui fait comprendre beaucoup des socialistes qu’ils
doivent falloir aussi - en matiére de 1l’impdt sur le revenu - baisser."
(Georges Egret, interview in Paris, France, May 7, 1992).

sé Some of the literature hinted that in the 1979 to 1989 period tax

policy makers in Britain were (or could have been) influenced by
developments outside Britain’s borders. See e.g.: C. Sandford, 1993,
op.cit., pp.40-1; P. Stevens, March 9, 1987, op.cit., p.6; A. Dilnot
and J. Kay in Boskin and MclLure, eds., 1990, op.cit., p.155; M. Prowse,
"The CBI Gives Lawson Some Food for Thought" and "CBI Group Call for
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the British experience suits a domestic model of learning (Heclo,

1974) better than an international one. The neo-liberal tax

reform agenda was determined more clearly, not so much by

international developments as by the trials and errors of

previous British governments, policy makers, policy experiments

and legacies.®?’

However interesting and useful learning approaches appear to

be, they are undermined by important shortcomings. Certain

questions can be raised which learning and diffusion do not

adequately or convincingly address. Who learns? From what? From

whom? Under what circumstances? And with what effect? Learning

does not make clear what is learned, who learns, under what

conditions learning takes place, why people learn and what

determines the effect learning has on the domestic policy making
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Tax Reform", Financial Times, December, 17, 1985, pp.19, 36; G.
Thompson, 1990, op.cit., pp.120-2; The TUC Report 1980, Report of 112th
Annual Trades Union Congress, (London: Trades Union Congress, 1980),
p-262. Although, many of the British interviewees were aware of
developments elsewherg with references made to the Chicago School,
Arthur Laffer, events in California in 1978, the United States, Denmark
and Australia. For example, when asked why tax reform was such an
important part of the Conservative agenda John Biffen remarked, " I
think there were a number of reasons. One was that one looked at
California or one looked at Denmark, and you saw societies where the
burden of tax was beginning to break the political structure. So we
were in a situation where we thought that as prudent politicians we had
better be on the side of lower taxes and more particularly lower taxes
and I think that was more important than any Laffer-style supply
theory..." (John Biffen, interview in London, England, June 20, 1991).
Even the Conservative Campaign Guide of 1987 devoted a few paragraphs
to the American tax reforms of the 1980s and how these were observed
with "great interest™ but that the "American precedent" was "not
regarded as fully applicable to the UK." (Conservative Campaign Guide
1987, London: Conservative and Unionist Party, 1987, p.49). The impact
of outside developments on British tax thinking, albeit indirect, was
alluded to by Douglas French, who spoke of the "mood of the times",
the "intellectual dominance of Chicago" and the affirmation of the
sensibleness of neo-liberal tax reform by virtue of its consideration
and enactment in other countries (Douglas French, interview in London,
England, July 2, 1991).

See, P. Hall, 1993, op.cit.
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environment. If one applies learning cross-nationally, and one
assumes that the pool of (tax) knowledge is more or less
universally accessible, why do some countries pursue policies
different from others? Moreover, are we confident enough to
assert that tax reform was not at all a 'homegrown’ response to
similarly and simultaneously perceived problems? Who is to say
that tax reform developments in Britain and France were not
simultaneous but separate manifestations of ‘homegrown’ responses
to 'homegrown’ problems? The inability to adequately treat such
questions and marshal responses into a coherent framework which
enjoys a consensus, makes learning/diffusion models unwieldy and
clumsy.

An additional problem exists. With respect to Britain and
France, we are unable to frame discourse on the tax reform
agenda setting processes in identical terms. France was
allegedly influenced by outside developments and learned
therefrom. 1Its tax agenda was inspired by ideas and developments
taking place éiswhere, even though the specific measures were
devised by domestic policy makers. Britain, on the other hand,
learned largely from domestic experiences and experiments.

The inability to similarly frame the processes of tax reform
in both Britain and France presents an obstacle. Nevertheless,
models of learning and diffusion point us in a promising
direction and offer valuable insights into a broader circle of
factors that make up the policy process. However, in ;anging so

widely, these models become subject to accusations of incoherence
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and unmanageability.

Institutionalism

Several prominent models of politics have been reviewed and
examined in this section. None seem entirely appropriate for
explaining the course of tax reform in either Britain or France
during the 1980s. However, two models, yet undiscussed, point us
in the right direction. Institutionalism, and process streams
and windows appear to provide more appropriate frameworks for
conducting discourse on the complex of actors, ideas and
institutions and the dynamic processes which engendered neo-
liberal tax reform in France and Britain in the 1980s. They are
more comprehensive and systemic and deftly accommodate many
elements of the models already discussed.

By now, it has been pointed out a number of times that the
theories examined so far have failed to adequately consider the
role of institutions. Earlier scholars like Almond and Coleman
(1960) and Bauer and Gergen (1968) referred frequently to formal
organization and the structure of governmental decision making as
an important variable in the policy process in so far as it
determines the interactive behavior of groups.®® A number of
scholars in recent years have taken individual actors with their

concommittant preferences, interests and resources, as the unit

88 R. Bauer and K. Gergen, eds., 1968, op.cit.; G. Almond and J. Coleman,

eds., The Politics of Developing Areas, (Princeton: Princeton
University Press, 1960).
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of analysis and then examined how institutions affect behavior.?®
This school views individual actors as a function of both the
attributes of the individual (values and resources) and the
attributes of the decision situation. The attributes of the
decision situation are a product of the design and organization
of the physical structures, formal rules, compliance procedures
and standard operating practices, as well as the nature of the
relevant good. Institutionalism insists on a more autonomous
role for political institutions without denying the importance of
both the social context of politics and the motives of individual
actors; hence it acts as a bridge between state and society
centered approaches by examining the impact of the institutional
setting on both.

Institutionalists emphasize the notion that if an actor is
abstracted from his particular institutional setting, not only
will how that actor defines his role and interests change, but

consequently his very actions will be different as well.?® Thus,

83 See: T. Lowi, "American Business, Public Policy, Case Studies and

Political Theory", World Politics, vol.16, July 1964; R. Bauer and K.
Gergen, eds., op.cit.; T. Lowi, "Decision Making Versus Policy Making:
Towards an Antidote for Technocracy", Public Administration Review,
vol.30, May-June 1970; D.E. Ashford, "Political Science and Policy
Studies: Towards a Structural Solution", Policy Studies Journal, vol.5,
special issue 1977; D.E. Ashford, ed., Comparing Public Policies: New
Concepts and Methods, (Beverly Hills: Sage, 1978); L. Kiser and E.
Ostrom, "Three Worlds of Action" in E. Ostrom, ed., Strategies of
Political Inquiry, (Beverly Hills: Sage, 1982); J. March and J. Olsen,
"The New Institutionalism: Organizational Factors in Political Life",
American Political Science Review, vol.78, September 1984; P. Hall,
1986, op.cit.; J. March and J. Olsen, Rediscovering Institutions, (New

York: The Free Press, 1989); J. Olsen, "Modernization Programs in
Perspective: 1Institutional Analysis of Oxrganizational <Change",
Governance, vol.4, no.2, April 1991; S. Steinmo et al., eds., 1992,
op.cit.

% Bauer and Gergen (1968, p.174) explained that institutional rules and

roles had a defining effect on actors in the polity and that "within
any given political arena the variations may be patterned to conform
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institutions provide the context in which politicians, interest
groups, bureaucrats and policy entrepreneurs define and attempt
to realize their policy preferences. To understand policy
processes and outputs, an examination, therefore, is required of
a country’s political, social and economic institutions - formal
and informal, domestic and international - and how they shape and
determine the policy preferences and actions of actors in the
polity. Such an examination, as unwieldy as it may be, has been
attempted in a number of policy areas, like health, railroad,
economic, foreign economic and taxation.*

Hall’s (1986) approach - which seems to draw some
inspiration from John Zysman (1977, 1978) - for example,
identifies five sets of variables as important determinants of
economic policy in Britain and France: the organization of labor,
the organization of capital, the organization of the state, the
organization of the political system and the structural position
of the nation in the international ecohomy.92 The variations in
social, political and economic organization from one country to

another account for why different countries pursue different

to the particular role structures and rules of the subsystem."

i See e.g.: E. Immerqut, "The Rules of the Game: the logic of health

policy-making in France, Switzerland and Sweden" in S. Steinmo et.al.,
eds., 1992, op.cit; C. Dunlavy, "Political Structure, State Policy and
Industrial Change: early railroad policy in the United States and
Prussia" in S. Steinmo et.al., eds., 1992, op.cit.; P. Hall, 1986,
op.cit.; P.J. Katzenstein, 1978, op.cit.; S. Steinmo, "Political
Institutions and Tax Policy in the United States, Sweden and Britain",
World Politics, vol.é6l, July 1989; S. Steinmo, 1993, op.cit.

- See especially, P. Hall, 1986, op.cit., ch.9; J. Zysman, Political

Strategies for Industrial Order, (Berkeley: University of California
Press, 1977); J. 2ysman, "The French State in the International
Economy" in P.J. Katzenstein, ed., 1978, op.cit.
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policy paths. Nevertheless, these five variables are the most
important for the course of economic policy; although, Hall does
not rule out the operation of other explanator? variables, i.e.
the free will of personalities and policy makers, and ideology.??
These, however, tend to be sporadic and lack the consistency and
continuity of the five principal variables. Hall has chosen to
give such variables scant consideration and devote his study to
the five principal variables which help him to distinguish the
broad patterns in the economic policies of Britain and France.

In a similar vein, although less wide ranging, Steinmo
(1989, 1993) explains tax policy making in Britain, Sweden and
the United States in terms of each country’s constitutional and
electoral structures as they are designed and re-designed in
liéht of political and economic developments, both domestic and
international. Tax policy is a function of these critical
political variables.

It is through the interaction of political wvariables that
Steinmo attempts to discern broad patterns in tax policy making
and tax policy. For example, he finds that the fragmented and
open political system in the United States, the strong and
disciplined majoritarian government in Britain and the neo-
corporate decision making institutions in Sweden were
instrumental in shaping "both the conceptual and policy horizons"

in those countries.® These particular institutional settings
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P. Hall, 1986, op.cit., p.258.

o S. Steinmo, 1993, op.cit., p.206.
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impacted the interests, attitudes and behavior of actors in a
particular way. Thus is tax policy, and tax reform, in Britain,
Sweden and the United States explained.

The institutional approach is not without its problems.®
The main complaints are that the framework rests on shaky
foundations. March and Olsen (1984) question its empirical
testability and seem ready to dismiss it as merely a‘good
argument that "the organization of political life makes a

"%  purthermore, institutionalism is too broad and

difference.
ambiguous and there is no agreement about what it means.
Different scholars define ’‘institutions’ differently. But in
most cases, they define institutions broadly, making their
arguments difficult to refute. The failure to ’‘tighten up’
institutional analysis appears to undermine its utility as an
analytical framework, as almost everything can be explained in
institutional terms. While this may be a valid criticism, in
part, it does not diminish the usefulness of the construct in
advancing our understanding of what goes on in a polity.

Another important criticism focuses on institutionalism’s
uncomfortable treatment of preferences which may be exogenous to

the political system or actions which are choice based rather

than determined by institutions. For instance can

i See: J. March and J. Olsen, 1984, op.cit.; G. Jordan, "Policy Community

Realism Versus ‘New’ Institutionalist Ambiguity", Political Studies,
vol.38, no.3, September 1990; Paul Sabatier, "Toward Better Theories
of the Policy Process", PS: Political Science and Politics, vol.XXIV,
no.2, June 1991; S. Steinmo et al., eds., 1992, op.cit., pp.14-22.

o6 J. March and J. Olsen, 1984, op.cit., p.74.
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institutionalism explain why Mrs. Thatcher so strongly held her
monetarist and neo-liberal convictions? Can it explain why
Mitterrand felt it was necessary to "faire payer les riches"?
The role of such beliefs and actions place limitations on the
extent to which what takes place in the polity can be attributed
to institutional forces.

Another problem surrounds institutionalism’s neglect of
individual level processes - the interactions between actors and
ideas, the manipulation of information, how problems and
solutions come to the attention of policy communities, policy
entrepreneurs and decision makers. Finally, institutionalism,
with its basis in rules, roles and physical structures, has an
inherent bias against change and innovation.®’ It is better
suited to explaining long-standing patterns.

Both Hall (1986) and Steinmo (1989, 1993) employ an
institutional approach to explain the persistence of national
patterns of policy. Historical continuities within individual
countries and cross-country differéences, rather than policy
departures - which many claim, more often than not represent a
blip on the policy continuum - are the focus of these studies.
However, when it comes to explaining shift points in traditional

patterns - important policy changes - then institutionalist

7 Lawrence Dodd (1986) found this to be the case with the American

Congress, for example. The physical organization and organizational
rules of Congress imparted a ‘conservative bias’ in that institution
and the effect on policy was such that there was a "tendency to adapt
slowly to the rise of new societal problems and new policy agendas™ (L.
Dodd, "A Theory of Congressional Cycles: Solving the Puzzle of Change"
in G. Wright, Jr., L. Rieselbach and L. Dodd, eds., Congress and Policy
Change, New York: Agathon Press, Inc., 1986, p.19).
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arguments falter.’®

Steinmo’s (1989) framework and his reliance on political
institutions, which change rather slowly, is not particularly
well suited to policy change. 1Indeed, Steinmo focuses more on
the extent to which apparently radical governments, like Reagan’s
and Thatcher’s were unable to accomplish many of their plans due
to institutional constraints (echoing Ikenberry’s (1988)
assertion that institutional approaches better explain what is
not possible in a given institutional context than what is).®®
Although Steinmo does admit that policy change occurred and
explains it in terms of the structure of the political process,
he is not entirely convincing, nor is he entirely convinced that
policy change did indeed take place. Moreover, Steinmo’s
analysis is less useful in explaining how tax reform ideas were
developed, by whom and why and why they were adopted by Mrs.
Thatcher and the Conservative Party or by Reagan and the
Republicans (and the Democrats) .

With respect to the 1986 Tax Reform Act in the United

States, Steinmo explains this departure in policy with reference

i However, both Steinmo (1993, and in Steinmo, et al., eds., 1992) and

Hall (1986; P. Hall, "The Movement from Keynesianism to Monetarism:
Institutional Analysis and British Economic Policy in the 1970s" in S.
Steinmo, et al., eds., 1992, op.cit.; P. Hall, 1993) have sought to
compensate for the ‘stable’ approaches of their respective
institutional analyses. They have slightly modified their models to
accommodate the international and domestic social, political and
economic changes which have affected institutions and been affected by
institutions.

» G.J. Ikenberry, "Conclusion: an Institutional Approach to American
Foreign Policy" in G.J. Ikenberry, D. Lake and M. Mastanduno, eds., The
State and American Foreign Economic Policy, (Ithaca: Cornell University
Press, 1988), p.242.
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to America’s peculiar political institutions - fragmented, open,
pluralistic - just as he explains the policy continuities.
America‘’s political institutions and the incentives they create,
we are led to believe, would prevent reform of any kind, except
perhaps, cosmetic.!®® To be precise, he refers to the 1986 reform
as reinforcing the already complex, burdensome and
particularistic trends which have characterized the U.S. tax
system in the post war period.'®* This analysis, I believe, is
deficient in that it ignores, or glosses over, important changes
in policy and both the domestic and international politico-
economic contexts, which, to a certain extent, alternatively
reflected and impacted special relations among relevant ideas,
actors and institutions.

By 1993, Steinmo appeared more generous in terms of the
significance of the 1986 Tax Reform Act, if only slightly. 1In
Taxation and Democracy (1993), he attributes the success of this
policy change - only in some respects - in part to America’s
fragmented government, and the committee system in Congress

particularly. The fragmentation and dispersal of power is seen,

100 S. Steinmo, 1993, op.cit., p.165.

101 Steinmo’s perspective contrasts to a certain extent with that of Eugene

Steuerle who worked at the Treasury Department and was the Department’s
Economic Coordinator for the 1984-6 Project for Fundamental Reform and
the Deputy Assistant Secretary of the Treasury for Tax Analysis.
According to Steuerle (1991, ch.8), the Tax Reform Act of 1986
"represented one of the most sweeping tax code changes in the history
of the country..." with lower, fewer and more equal tax rates and
brackets and an annual net reduction of expenditures in the tax code
equal to $193 billion in 1988. Despite this, Steuerle does admit that
"many inefficient and inequitable differentials" remained and even some
new problems created (p.143). (E. Steuerle, The Tax Decade, Washington,
D.C.: The Urban Institute, 1991).
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in part, as a consequence of the congressional reforms of the
1970s, which decentralized and opened the work of Congress,
causing a multiplication of efforts to pursue the pork and bring
back the bacon. A second major factor has to do with the
electoral incentives in the United States which oblige
congressmen to look and act on the short-term interests of their
constituencies, even when this compromises the longer term
interests of the nation.®

These institutional variables are employed to explain the
very different tax bills of 1978, 1981, 1982, 1984 and 1986.
With this line of argumentation, the 1986 tax bill should have
looked 1little différent, say from the 1981 tax bill. However,
one institutional variable was different. This was the
relationship of business interests to policy makers and the
position of those interests in the international economy. During
the formulation and debate of the 1986 bill, Steinmo (1993)
contends that the business community was divided. This division
arose due to the changed matrix of incentives caused by the
altered position of U.S. industries in the international

economy . 1%

If we are to believe Steinmo, barring any structural
changes in the Congress, the position of American business
interests had changed to such an extent in the four year period

between 1981 and 1985 that the enactment of two very different

102 S. Steinmo, 1993, op.cit., p.205.

103 "...as the world economy has internationalized, the tax policy

preferences of America’s corporate sector have diverged" (S. Steinmo,
1993, op.cit., pp.166-7).
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tax bills in 1981 and 1986 should come as no surprise.

However, did the position of American businesses in the
international economy change so significantly between 1981 and
19857 It seems doubtful. In which case, the 1986 tax bill
should have been little different from the 1981 bill. Steinmo
seems to interpret the evidence to suit his thesis. His
institutional arguments seem to be all-encompassing - able to
explain anything, persistent patterns, as well as change.
However, he really only manages to half-explain the change in
policy and then not very satisfactorily, because he largely
focuses on explaining what the 1986 reform did not achieve.
Furthermore, he avoids discussing the interactions which occurred
between ideas, actors and institutions - in the late 1970s/early
1980s - and how those interactions produced tax reform.'°® For
instance, he makes no mention of such important actors as Don
Regan, the Treasury’s Office of Policy Analysis, Bill Bradley,
Jack Kemp or William Roth, Robert McIntyre, the ideas they
promoted and how they related to one another and to institutions.

Failing this, what Steinmo does do is demonstrate how an
institutional construct can explain policy change despite the
largely static quality of institutions. It is suggested that

institutional changes in Congress and the organization of capital

104

In fact, R. Strahan (1988, p.194) shows that observed tendencies and
expected patterns in the post-congressional reform tax policy process
did indeed change in the mid-1980s. The variation is attributed,
however, to party "political conditions associated with issues on the
committee’s agenda" which themselves appear, in part, as a result of
changes in the socio-economic environment (R. Strahan, "Agenda Change
and Committee Politics in the Postreform House", Legislative Studies
Quarterly, vol.XIII, no.2, May 1988).
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in the international economy shaped and defined the ideas, goals,
relations, strategies and behavior of actors in the American
polity leading to a series of tax reforms in the 1980s. However,
as I mentioned above, the role played by policy entrepreneurs and
activists, their ideas, goals and strategies, are generally
obscured. It is left to the reader to fit the pieces of the tax
reform puzzle into Steinmo’s framework. While Steinmo’s analysis
raises some questions, the basic tenets are sound and point us in
an interesting direction in our search for a model.

After analyzing Steinmo’s arguments as they apply to
American tax reform, how valid are they with respect to
explaining tax policy change in Britain and France? 1In Taxation
and Democracy (1993), the author notes the changing social,
economic and political context by the late 1970s, made the time
"ripe for some kind of tax reform."!'®® He maintains that changes
in public attitudes regarding the role of government and the
onerous burden of taxes, particularly on the lower and middle
classes in a period of high inflation, prompted a political
response. Changes in elite attitudes also had an impact.
Political elites frustrated with politics as usual and the
inability of the Keynesian inspired consensus to resolve the
prevailing economic problems, looked about for new solutions.
They appeared to ha&e found them in the ideas of the New Right.
Moreover, French and British business elites were concerned about

the effects of stagflation on productivity and profits and

108 S. Steinmo, 1993, op.cit., p.157.
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casting a wary eye on the rise of the Asian tigers'®® and the
visibly superior position of their American, Japanese and German
competitors. They called for measures - tax cuts and/or tax
incentives - which would help them lower their costs and enhance
their competitive positions. Changes in the economic and
technological environment, with the increasing mobility of
capital and flexibility of location and investment strategies of
multinational corporations, required re-thinking the design of
taxation.

The changing domestic, but mostly international, political,
economic and social contexts, obliged tax policy makers to
rethink their systems and adapt them to the changing needs and
attitudes of citizens, investors and businessmen. It is in such
terms that Steinmo (1993) explains the change without really
going into specifics. He reminds us that how those changes were
perceived, their effects on tax policy makers and the outputs
produced, depend on the configuration of institutions in each
country. However, he treats the role of institutions on two
levels in his approach to the thorny issue of policy change:
dynamically, with the (in)ability of institutions to effectively
process issues and statically, with the basic structural features
of government.!??

Steinmo (1993), for example, citing Heclo (1974), explains

that the persistence of economic and budgetary norms

106 The newly industrializing countries in Southeast Asia and Japan.

107 S. Steinmo, 1989, op.cit., p.528.
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instiputionalized'in the Bank of England and the Treasury
prevented the Labour governments in the late 1920s/early 1930s
from making any radical economic policy departures, despite the

availability of new ideas.!®

However, new ideas eventually were
wielded when the "orthodox economic convictions" proved
unsatisfactory.

Established norms and procedures institutionalized in
British economic policy making bodies were proving ineffective to
meet new challenges. Steinmo, referring to Middlemas (1979),
explains that the eventual change in approach came not because it
was imposed from above, but because of "multiple responses to
circumstances...of the governing institutions."!%®

However, the institutions didn’t change or even drive the
change, at least not initially. It was their inability to cope
with new problems which opened a window for new actors, new ideas
and new methods. Policy adaptation, therefore, can be seen as
the product of resourceful and entrepreneurial men and women,
brandishing new ideas and challengingvestablished orthodoxies,
working through institutions and according to certain rules,
perhaps modifying them and/or creating new ones along the way.
Nonetheless, inefficient institutional responses to the problems
at hand, and the formulation of preferences and new policies, and

their implementation within and through a given institutional

1o8 "...the major roadblock to any policy adaptation was a continuing

adherence to old truths rather than any lack of political power" (H.
Heclo, 1974, p.l1l18 quoted in S. Steinmo, 1993, p.113).

109 K. Middlemas, Politics in Industrial Society, (Thetford: Andre Deutsch,

1979) quoted in S. Steinmo, 1993, op.cit., p.115.
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setting, attest to the role of institutions in this process of
policy change. But the impulse for change, and the pursuit of
it, was in the hands of convinced and committed individuals,
albeit operating in a particular institutional environment.3!°

This leads us to another level of institutional analysis put
forward by Steinmo (1993). The Tories equipped with a radical
economic agenda were elected to lead the country in 1979. The
government, peopled largely by committed reformers was supported
by a large and relatively disciplined parliamentary majority. It
had at its disposal an economic decision making apparatus that
was highly centralized and largely independent of societal
pressures, but which was familiar with certain constraints, those
institutional and policy related. This institutional setting
paved the way for the tax reforms of the 1980s. If Mrs.
Thatcher’s government was able to enact the program it did, the
reasons are to be found in the framework of Britain’s political
institutions.

Perhaps this analysis can be adapted for France (a country
which Steinmo does not examine). We could argue that the neo-
liberal tax reforms enacted by the Socialist government from

1982-86, for example, were made possible by the ineffectual

110 M. Mullard (Understanding Economic Policy, London: Routledge, 1992,

p-12) points out that governments committed to a perspective and
program which are at odds with established norms, i.e. the Treasury
view, may import their own economic advisers (as the Thatcher
government did with Alan Walters, Terry Burns, Peter Middleton, Peter
Cropper and Adam Ridley) into the Treasury in the hopes of creating a
pluralist tension, which would set the ideas held by the government
against the conventional wisdom of the Treasury. The competition of
ideas, would naturally be settled in favor of the government.
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institutional responses to the economic crisis of the late
1970s/early 1980s. We can also look at the policy (economic,
tax) commitments of key decision makers in government, especially
President Mitterrand, as well as the Prime Minister (first
Mauroy, then Fabius) and the Finance Minister (first Delors, then
Bérégovoy). The adoption of tax reform by the Socialist
government and its enactment by Parliament was assured by a
number of institutional variables related to the political
system: the unequivocal decision-taking role of the government,
supported by a centralized, competent and (theoretically)
politically neutral economic and finance administration, which
can easily resist the entreaties of special interests, and the
negligible economic policy-initiating role played by Parliament.
Moreover, the government saw its tax agenda passed, because it
enjoyed a large and disciplined (though less so than in Britain)
parliamentary majority.

In both cases, therefore, a strong majoritarian government,
assisted by centralized, competent and neutral economic policy-
making institutions, confronted by a powerless and divided
parliamentary opposition and supported by an acquiescent and
disciplined parliamentary majority acted to implement its tax
reform.agenda.

In order to accommodate changes which break the broad policy
patterns that Steinmo is more comfortable explaining, he adapted
his institutional framework by setting domestic institutions and

policy makers in a broader international context. His 1993
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analysis considers the interaction of domestic political
institutions and policy makers with international level
variables, especially economic ones, and concludes that this
interaction generates responses that result in policy change.

The only problem I find, in the context of this study, is how the
agenda changes. What forces conspire to change the agenda?

From Steinmo’s 1989 study we learn that Britain has the
policies it does because of its special institutional setting.
From his 1993 work, we learn that the impact of international
developments on domestic actors and institutions may lead to
changes in policy. But questions remain. Why are those domestic
actors and institutions affected and how? In what way(s) did
this impact lead to neo-liberal tax reform? How did neo-liberal
tax reform come to appear on political agendas? These questions,
for example, are not adequately treated by Steinmo. What is
going on between ideas, actors and institutions in the evolution
of tax reform from idea to agenda? The focus, which seems to be,
on the forest, obscures the trees. We need to understand, as
well, the micro-activities that bring issues onto a government'’s
agenda. It will be our task to f£ill in these pertinent pieces of
the puzzle.

Peter Hall’s (1986) work, which preceded Steinmo’s (1989,
1993), deals with the issue of policy change somewhat more
convincingly. His broader institutional analysis, which attempts
to identify international level variables and their impact on the

domestic policy processes makes Hall’s study more eclectic but
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also more thorough. Hall begins by positing that institutions,
while largely static, are not immune to change.!!* He explains
that his is not an entirely static analysis; he notes, "The
economic strategies of Britain and France changed to some degree

over the post-war period."!?

For example, Hall argues that
changes in policy may be due to shifts in a country’s
international position - say, France’s entry into the EEC and the
moves to integrate economies and liberalize trade - and the
organization of the political system - for instance, the
divisions within a party and its effects, a change in electoral
laws or even an election which brings a new party, new leaders

and policies to office.*?

We will focus briefly on the latter.
While Hall observes that "...the organization of the
political system...seems to have played only a subsidiary role in
economic policy-making", when assessing the factors responsible
for economic policy changes - as opposed to continuities - this

variable, more susceptible to change than the others, seems to

play an important role indeed.**

11 A perspective Steinmo comes to share in his later works (S. Steinmo et

al., eds., 1992, op.cit. and Steinmo, 1993, op.cit.).

112

P. Hall, 1986, op.cit., p.266.

113 By acknowledging the capacity for change wrought by these two

variables, Hall’s analytical framework is more flexible and more
successful than Steinmo’s (1989), as it proves to be more comfortable
with the notion and fact of policy change.

114 _"pPerhaps this organizational space is more subject to change than

others," writes Hall (1986, p.271). Hall also notes that other
institutional configurations 1like the state, capital and labor may
change depending on such things as the dynamics of the relationship
between state and society or circumstances 1like wars and long
recessions (P. Hall, 1986, op.cit., pp.256-8, 271-280).
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...political action is not only a matter df constraint.

There is a dynamic element to state-society relations;

and from time to time a measure of innovation in

economic policy breaks through some of the conventional

constraints. At such moments the political system is

also revealed as one of the principal sources of

innovation in economic policy.'*®
While a political system is generally historically developed,
slowly evolving and conducive to persisting policy patterns, it
is indeed capable of change and innovation. Parties, elected
officials and candidates vie against one another to offer a
unique and appealing set of ideas and policies. They may be
responding to perceived signals emanating from the public or
changes in the domestic and/or international environments. It
may be asserted, therefore, that the competition between parties
drives innovation and change to a large extent.?

Hall (1993) expands his thesis of policy change by adapting
a model of learning to explain Britain’s move from Keynesian to
monetarist and supply-side modes of policy making. Relegating
the state to a largely subordinate role, Hall continues to
emphasize the role of politicians competing in the
political/electoral arena; but what’s more, he identifies other
supporting but essential variables which had considerable impact
on the changing political discourse, i.e. the press, financial

markets and think tanks. A formerly ’‘exclusive’ and ’‘closed’

policy process was opened to accommodate a broad debate of ideas

118 P. Hall, 1986, op.cit., p.273.

116 The innovative role of parties in the tax policy area has been noted

by C. Heckly (1987), Robinson and Sandford (1983), G. Thompson (1990)
and Steinmo (1993).
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which, in a certain respect, broadened support for, gave greater
credence to, and heightened the saliency of political actors and
the alternative solutions to perceived problems which they
championed.

James March (1988) supports the view that institutions are
not altogether rigid and inflexible,

Organizations change in response to their

environments...There is considerable stability in

organizations, but the changes we observe are

substantial enough to suggest that organizations are

remarkably adaptive, enduring institutions, responding

to volatile environments routinely and easily, though

not always optimally...Many of the most stable

procedures in an organization are procedures for

responding to economic, social and political

contexts.’?
March discusses six processes of organizational adaptation, among
which are conflict, regeneration and contagion. Though treated
separately, these ’'perceptives’ are not mutually exclusive.
Conflict refers to the action which results from the mobilization
and competition between diverse interests. Changes result from
"shifts in the mobilization of participants or in the resources
they control."'® Should the CNPF assert its influence and power
vis-4-vis smaller and traditionally less privileged groups who
have temporarily gained the favor of government, or if the

center-right opposition is drawing increasing political support

which had been captured by the Socialists bnly a few months

17 J. March, Decisions and Organization, (Oxford: Basil Blackwell, 1988),

pp-168-171.

118

Ibid., p.170.
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prior, then organizational action resulting in change may ensue.
The party which stands to lose from these changes, namely the
Socialists, will be compelled to act.

Regeneration refers to action which is caused by a turnover
in personnel. Changing the mix of participants has the effect of
bringing new people with different attitudes, interests,
abilities and methods into an organization. Changing the mix of
actors can take place through new appointments, elections, etc.
The resignation of Mr. Delors as Finance Minister and Mr. Mauroy
as Prime Minister in 1984 brought Laurent Fabius and Pierre
Bérégovoy, both keen tax reformers, to positions which enabled
them to pursue their interests and change tax policy in
accordance with the President’s wishes and their own preferences.
The appointment of Nigel Lawson to replace Geoffrey Howe as
Chancellor of the Exchequer set the train in motion for an
unprecedented period of radical tax reform. Also, the coming to
power of a center-right government in France with its blatant
neo-liberal program, created an opportunity for organizational
change.

Finally, contagion is a concept which has to do with ideas
and actions that spread from one organization to another.
Increased contacts between organizations and actors within those
organizations, as well as an awareness of developments going on
outside an organization, lead to the diffusion of ideas.
Learning takes place, which may lead to emulation. The growing

contacts between members of the tax policy community in France,
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including civil servants, party members, and academics, and their
counterparts abroad and the interest with which people in and
around government pay attention to policy developments elsewhere,
facilitated and contributed to the diffusion of neo-liberal ideas
like tax reform in France.

These processes of organizational change are reflected in
Hall’s (1986) account of policy change in institutional settings
that are normally predisposed to persisting patterns and policy
continuities. He observes that while "many of the most
fundamental organizational features of society are not readily
susceptible to change" they can and do, though usually in subtle
ways.!?® 1It’s in the organizational spaces of the political
system, and the position of a country in the international
economy, that processes of change occur, which lead to (tax)
policy change.

Political parties competing for electoral support search for
and offer new solutions, they build coalitions and if elected may
bring about policy change. Kavanagh (1990) notes that along with
the politics of economic decline "the abandonment of the
consensus must also be connected with the internal dynamics of
the two main political parties" and the search for a "politically
acceptable answer to the problems of inflation and trade union
power."!?* Thompson (1990, p.32) and Robinson and Sandford (1983)

agree that political parties, as they compete against one another

119 P. Hall, 1986, op.cit., p.266.

120 D. Kavanagh, 1990, op.cit., pp.55-6.
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in the electoral arena or are driven by'ideological concerns, are
the primary causes of tax reform in Britain. |

But confronting political parties and leaders are "obstacles
rooted in the international system and longstanding organization
of capital, labor and the state" not to mention the organization
of state-society relations.!?® While these longstanding
institutional variables constrain departures from established
policy patterns some policy departures overcome the constraints
and succeed, to a greater or lesser degree. Succeés depends on
the relative bearings of the other variables, the opportunities
and resources at hand and the political will to make a change.
While Hall admits that the political system - and political
parties and leaders in particular - is the most important source
of policy innovation, he is not too much concerned with who
‘invents’ an idea - it could be an economist, a bureaucrat etc. -
but with how and why it spreads and how that idea is translated
into policy.!*?

He credits politicians, who largely exercise responsibility
for and control of this important evolutionary step. For
example, tax reform was initially an idea which developed largely
outside the French party system, but was adapted and advocated by
political advisers and adopted by politicians driven by electoral

concerns. It was Jacques Chirac, a party leader with

12 P. Hall, 1986, op.cit., p.258.

122 Hall writes, "...the crucial step here is the one which popularizes a

new economic idea and translates it into policy" (P. Hall, 1986,
op.cit., p.275).
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presidential ambitions, who made the decision to adopt the idea
and translate it (or have it translated) into policy. Hall is
thus obliged to reconcile the role of ideas in politics with his
institutional analysis.

Hall (1986) accommodates the role of ideas by two means.
Firstly, actors hold and promote ideas/preferences/interests not
exogenously, but endogenously - they are a component of the
actor’s rational choice and action as circumstances and
situations dictate. But that choice and action, and to a certain
degree, the circumstances and situations, are subject to an
institutional dynamic. For example, if Chirac took up the cause
of tax reform, it was because he was persuaded that by adopting
the issue and pledging himself to tax reform policies, he would
not only distinguish himself from the collectivist (or crypto-
socialist) policies of the Giscard-Barre government and the
radical socialist policies of the left, but also forge a new
social coalition (much as Reagan and Thatcher had done) which
would warm to his message and propel him to the presidency.
Chirac’s roles as political leader and presidential candidate,
the character of the political parties and the nature of the
French electoral system, created a matrix of incentives which
affected Chirac’s perceptions, calculations, ideas and actions.

The same has been said about Mrs. Thatcher, whose strident
neo-liberalism set her apart not just from Labour’s professed

principles and policies, but also from Heath, whose U-turns and
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resort to collectivist solutions she so despised.!?®* Her promises
to reduce taxes and general campaign rhetoric were conceived and
expressed in a manner attractive to so-called center or floating
voters as well as Labour voters.!?* These voters cast a majority
of their votes along with Conservative voters to give the
Conservative Party an overwhelming victory at the polls in 1979.
Heading the new Conservative government and with a large
parliamentary majority to support her, Mrs. Thatcher and her
Chancellors began the reform of Britain’s tax system. The
organization of the political system therefore, was an important
factor, not just in terms of its effect in pushing tax reform to
the front of the political agenda, but also in determining the
evolution of the tax reform idea into policy.

While institutionalism is useful in understanding tax reform
in France, where tax reform came to the political agenda due to
primarily pragmatic and astute political considerations, the case

for applying similar arguments in Britain is less clearcut. When
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See: R. Levitas, ed., The Ideoclogy of the New Right, (Cambridge: Polity
Press, 1986), p.48; D. Kavanagh, 1990, op.cit., pp.67-70; J.J.
Richardson, "Britain: Changing Policy Styles and Policy Innovation in
Response to Economic Crisis" in E. Damgaard, P. Gerlich and J.J.
Richardson, eds., The Politics of Economic Crisis, Lessons from Western
Europe, (Aldershot: Avebury, 1989), pp.14-15; M. Thatcher, 1993,
op.cit., pp.13-15; P. Cosgrave, Margaret Thatcher, A Tory and Her
Party, (London: Hutchinson and Co., 1978), pp.89-90.

124

See: D. Kavanagh, 1990, op.cit., pp.51,54-55,58,85; M. Holmes, 1985,
op.cit., pp.15-16. Although a number of authors argue that in fact no
new coalition was formed around Thatcherite policies (see e.g.: B.
Cooper, A. Kornberg and W. Mishler, K eds., The Resurgence of
Conservatism in Anglo-American Democracies, (Durham: Duke University
Press, 1988), pp.50, 264, 279, 287-9, 297; I. Crewe, February 1990,
op.cit., pp.2-6). While no doubt many cast their votes for the
Conservative Party, due to ’‘positive’ reasons, i.e. the appeal of the
various messages enunciated by the Conservatives, many also cast their
vote due to ‘negative’ reasons, i.e. the Winter of Discontent, economic
mismanagement by Labour, etc.
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considering, for example, the ideological nature of tax reform,
as it was espoused by the likes of Margaret Thatcher (and Ronald
Reagan), a Hall-ian institutional.analysis is not entirely
appropriate.!®

From about 1980 in France - if not earlier - neo-liberal tax
reform was catching on. The idea was establishing itself as
viable, attracting the attention of economists, academics, tax
experts, the press, civil servants and certain center-right
politicians. However, tax reform emerged on the political or
specialized agenda of the center-right from 1981 for two reasons
primarily: firstly, the idea’s persuasiveness as a viable
solution to many of the fiscal and economic problems facing
France and secondly, its political utility as an opposing
ideology - with popular appeal - to the then dominant ’leftist’
ideology. Many center-right politicians and sympathetic societal
actors were converted to tax reform, only after the issue had
begun to prove itself a political talisman elsewhere, i.e. in
Britain and the United States.

While Mrs. Thatcher, Keith Joseph and others were gripped by
an ideology which included tax reform as a means of altering the
economic and social structure of Britain, in France the likes of
Jacques Chirac, Philippe Auberger, Edouard Balladur, Alain Juppé,

Jacques Attali, Jacques Delors, Laurent Fabius, Pierre Bérégovoy

128 Several of the British interviewees referred to Mrs. Thatcher’s tax-

cutting instincts and her profound belief that there was too much
government and that people should be allowed to keep more of their own
money to spend it as they see fit.
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and Francois Mitterrand gripped elements of this ideology and
pragmatically applied them, when the opportunity availed itself,
to the French situation. The emergence of tax reform on the
French political/specialized and governmental agendas had little
to do with ideological convictions. Rather it had more to do
with a moderate, prudent search for alternative methods in
response to the failure of reflationary, socialist economic
policies enacted to revive the French economy.!?¢

The British cése, which so clearly demonstrates how
ideological convictions were the motor for policy change,
presents some difficulties for institutionalists like Hall. It
is in such instances that Hall admits the limitations of
institutionalism. Since ideology sits uncomfortably within his
framework. The reasons actors - like Thatcher, Joseph, Howe,
Lawson and Reagan - hold their particular convictions cannot be
entirely attributed to "their organizational position in society
or the state."!? What concerns us here,.particularly in the
British case, are those attitudes and beliefs motivating
political actors which Hall defines as "exogenous in character in
the sense that they derive from fundamental beliefs about

politics or economics whose origins are not to be found in any

126 Roland Sturm (1986, op.cit., p.447) in his study of economic and

budgetary policy making under institutional restrictions comments, "The
Socialist French government seemed to prefer West German Conservative
pragmatism to the more ideologically committed Anglo-American version
of a politique de rigeur."

127 P. Hall, 1986, op.cit., p.278.
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immediate institutional situation."!?®

Certain politicians conduct politics from the standpoint of
a coherent, comprehensive set of beliefs.'?® These beliefs are
also known as ideology. Shils (in D. Sills, ed., 1968) observes
that ideological propensities are "heightened" when "prevailing
elites fail and are discredited and when the central institutions
and cultures with which they associate themselves seem unable to
find the right course of action."!*® We can therefore understand
the potentiality of a Mrs. Thatcher or a Keith Joseph emerging on
the political stage in Britain, in light of the ineffectualness
with which established elites, norms and institutions confronted
economic, social and political challenges in the 1970s.

Hall (1986) attests'to the power of ideology and the
importance of politicians who maintain and promote their
fundamental beliefs. He concedes that the role of political
ideas limits the extent to which the attitudes of political
actors can be explained by institutional arrangements.?® The
ideological orientations of actors like Mrs. Thatcher - but
unlike Chirac and Mitterrand - cannot be associated with any

given institutional location. The role of such ideologies and

128 P. Hall, 1986, op.cit., p.277.

129 Edward Shils (in D. Sills, ed., 1968) claims that ideological politics

are alienative politics. He explains that ideological politicians shun
the dominant creeds and contemporaneous outlooks and the central
institutions of the prevailing society and oppose established political
and social arrangements (E. Shils, "The Concept and Function of
Ideology" in D. Sills, ed., International Encyclopedia of the Social
Sciences, New York: The Macmillan Company and The Free Press, 1968).

130 Ibid., p.75.

13 P. Hall, 1986, op.cit., p.277.
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why they are held with such conviction by some politicians,
cannot always be explained in institutional terms.

Hall makes an effort to reconcile ideology with his
institutional ahalysis. He addresses the above discussed
limitation by explaining that institutions are indeed involved.!??
Who is to say these actors would not have shed their convictions
were it not for the sounding boards and incubators provided by
think tanks, central banks, the press and political parties?
While institutions may not create ideas they are to a large
degree responsible for their nurturing, dissemination and
diffusion. -

Apart from finding resonance for her instincts and ideas in
institutions like the IEA, the Bow Group and later the Centre for
Policy Studies, and in corners of the Conservative Party, these
and other institutions helped shape and refine Mrs. Thatcher’s
'Grantham shopkeeper’s daughter’ and ’‘housewife’ notions about
budgeting, individual initiative and responsibility.'??® 1In time
the Conservative Party, like the Centre for Policy Studies and

the IEA, became a ready vehicle for the dissemination of

132 Katherine Teghtsoonian (1992) considers the effects of ideology in her

institutional analysis of child care policies in Canada and the U.S.
However she discusses the roles of ideology and institutions as
distinct variables impacting policy outputs and does attempt to not
couch ideology in an institutional framework as Hall (1986) does (see,
K. Teghtsoonian, "Institutions and Ideology: Sources of Opposition to
Federal Regulation of Child Care Services in Canada and the United
States", Governance, vol.S5, no.2, April 1992).

133

See e.g.: N. Lawson, 1992, op.cit., pp.8-9,13-14; M. Holmes, 1985,
op.cit., pp.51-52; P. Cosgrave, 1978, op.cit., pp.84-88; H. Young, One
of Us, A Biography of Margaret Thatcher, (London: Macmillan, 1989),
ch.7.
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monetarist and neo-liberal economic ideas.!** These ideas
acquired a force and appeal that helped propel the Conservatives
and Mrs. Thatcher to victory in May 1979.

The point here is to demonstrate that the role of ideas in
politics can be accommodated - if somewhat loosely - in an
institutional analysis, thus reaffirming Hall’s central tenet
that institutions are important in the shaping of ideas and their
translation into policy. Hall puts forward an analytical
framework, which for the most part succeeds in explaining not
only policy continuities, but also policy changes over time
within and across countries, particularly Britain and France. He
does so largely by focusing on the innovative capacity of the
political system.

The institutional framework has a number of advantages and
points us in interesting directions, if we can overcome its
deterministic inclinations. "Institutions constrain and refract
politics, but they are never the only cause of outcomes."!*®* The
policy process is a complex one. Many variables are involved.

As Hall (1986) observes, political outcomes depend, in large
part, but not entirely, on political interactions which

themselves are mediated by institutions.??® Basically, whatever

134 Someone like Enoch Powell, who was Thatcherite before Mrs. Thatcher

was, though espousing similar ideological and economic beliefs, in the
late 1960s/early 1970s, found himself a lone voice as there was no
institutional home to bear, shelter, nourish, diffuse and express his
ideas.

138 S. Steinmo et al., eds., 1992, p.13.

P. Hall, 1986, op.cit., ch.10, pp.255-58.



90
happens in the policy-making process, happens because of
institutions, but not to the exclusion of other factors.

Again, this eclectic framework is vulnerable to accusationé
of explaining everything, that it is too broad and all-
encompassing. Moreover, like Steinmo’s approach we have an
explanation of the forest, without an understanding of what part
the trees play. What exactly happens, who is involved and how,
are not really accounted for. For example, who is involved in
identifying and acknowledging problems? How does that process
take place? Who formulatesvand selects solutions and translates
them into policy and how do these processes take place? As David
Caputo (1977) argues,

The decision-making process, if it is to be fully

understood, must include a thorough understanding of.

the individual processes and procedures by which the

different institutions reach agreement on different

policy issues.!?’

We need to take a closer look at those interactions between ideas
and actors in the polity, in particular those that gave rise to
tax reform on the governmental agendas in France and Britain. We
aim to understand what goes on in that "black box". After all,
institutions did not develop, advocate nor place tax reform
~policies on the governmental agenda, individuals did. We must
therefore look at those individuals, their ideas, interests and

activities. Then we can employ an institutional approach to help

us better understand how institutions affected their preferences,

137 D. Caputo, ed., The Politics of Policy Making in America, (San
Francisco: W.H. Freeman, 1977), Conclusion.
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strategies and interactions - and vice versa - in such a way as
to change the tax agendas in Britain and France. Institutions
can help us put the many variables involved in the tax reform
process in context.

Certainly, no discussion of the tax reform process can take
place without a consideration of context dependency; in other
words, without referring to the particular institutional setting
in which tax reform evolved from idea to government policy. The
beauty of institutionalism is that it can be blended with other
approaches to help us make sense of the complex relationships and
interactions in a given political situation. Moreover,
institutionalism brings us much closer to a framework which can
explain the emergence of tax reform in Britain and France in
similar terms. It can help us to conduct discourse on the
similarities in the approaches and policy outputs in both
countries as well as the differences.

While up to now the institutional model seems the most
viable as a frame of reference for the discussion of tax reform,
it rather awkwardly accomodates the ideological element that was
instrumental - in the British case, at least - in moving tax
reform to a high position on the government’s agenda from 1979.
For although this exogenous element played a central role in the
development of tax reform in Britain, it was virtually absent in

the French case, at least in its incipient stages between 1982
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and 1986.%1*

In the search for a common thread linking the tax reform
process in Britain and France, it is with hesitation that an
institutional framework is wholeheartedly endorsed, because of
the weak link of ideology, it’s greater utility in explaining
differences rather than similarities, and its focus on macro-
level as opposed to micro-level activities. 1In searching for a
model which accommodates several features of this and previously
examined models and thereby make up for their shortcomings, this
analytical enquiry must be pursued further.

Process Streams and Windows

Our main purpose here is to explain how neo-liberal tax
reform became an agenda item in France and Britain during the
1980s and to evaluate the process(es) by which tax reform made
the transition from idea to government policy. We hope to
discover or elaborate a framework which will allow us, if
possible, to discuss the processes of tax reform on similar
terms. So far we have looked at a number of different approaches
which have drawn attention to varied aspects of those processes.
Each approach has had some analytical purchase in explaining tax
reform, but has fallen somewhat short of the mark. The wide- |
ranging discussion undertaken up to this point has called up
interesting and useful information and insights, essential to our

primary task, but has not proven entirely satisfactory in terms

138 There were very few individuals who shared the ideological convictions

of Reagan and Thatcher in France, and these generally were not in a
position to set the agenda or make authoritative decisions.
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of providing an appropriate framework for analysis.

It is worth reminding, that this study is concerned with a
limited phase of the policy process, how public problems are
identified and solutions devised; how these come to the attention
of public officials and key decision makers; and how the agenda

is set.'?®

What problem(s) was/were present and acknowledged (and
by whom) to which neo-liberal tax reform could be deemed an
appropriate solution? Where did the solution come from? Was it
a case of neo-liberal tax reform looking for a problem? Or the
problem looking for the solution? Who advocated the solution?
What and/who determined when and how neo-liberal tax reform
should be considered and placed on the governmental agenda? The
answers to these questions are essential to an identification of
the relationships and interactions of diverse variables at play
in this particular issue area. The heretofore considered
'models’ help us only in part.

In the attempt to discover an appropriate conceptualization
of the tax reform pre-enactment decision processes, a review of
some of the recent literature on tax policy making and tax reform
has been undertaken. In the course of this review I was
particularly struck by an observation made by Ann Robinson and

Cedric Sandford (1983) in the conclusion of their book Tax

Policy-Making in the United Kingdom; they said,

139 We will only deal superficially with how policy is formulated and

decisions made from a number of alternatives. The latter stages of the
policy process, policy enactment - involving authoritative decisions
by an executive or legislature - implementation and evaluation, are
excluded from this analysis.
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...there are many interwoven strands in the progress of

any one tax from its inception in the mind of academic

or politician to its actual operation in the economic

and social systems.?

If I substitute ’‘tax reform’ for ’‘any one tax’, I have the
premise for my examination of the tax reform processes in France
and Britain; in other words, tax reform resulted from the
interweaving of various strands, not only in Britain, but in
France as well. Of course, this is no great revelation. But the
notion of interweaving strands focused my attention on models
which attempt to accomodate a variety of factors that make up a
decision or policy. The concept of interweaving strands recalls
the work of Cohen, March and Olsen (1972) and their ‘garbage can
model’- of organizational choice. Their process streams flowing
through an organization in largely haphazard and unpredictable
ways captures the sense of Robinson’s and Sandford’s "interwoven
strands".

Michael Cohen, James March and Johan Olsen (1972) put
forward a model which attempts to account for the complicated and
oftentimes unpredictable "generation of problems in an -
organization, the deployment of personnel, the production of
solutions, and the opportunities for choice."! Their model

features four streams flowing through a decision-making

organization. In the garbage can model of organizational choice

140

A. Robinson and C. Sandford, 1983, op.cit., p.218.

14 M. Cohen, J. March, and J. Olsen, "A Garbage Can Model of
Organizational Choice", Administrative Science Quarterly, vol.17, no.1,
March 1972, p.2.
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a decision is an outcome of four independent "streams" flowing
within an organization: problems, solutions, participants and
choice opportunities.

Briefly, problems are raised prior to and/or during a choice
situation and attract the attention of key actors and decision
makers. The perceived problems may or may not generate
solutions. The solutions, on the other hand, are devised or
already available and may pertain to a particular problem or
group of problems, or they may not. Participants are involved in
problem raising and solving and advocating their positions vis-4-
vis problems and solutions. They will come and go depending on a
number of factors, i.e. time, relevance, effort, expertise, etc.

Choice opportunities occur when decisions have to be made.

According to Cohen, March and Olsen, these streams flow
largely independently of one another. However, it is the
fortuitous confluence of these streams that results in
organizational choice, optimally when the best solution solves
the most problems relevant to the particular choice opportunity.
They come together as a result of being simultaneously available.
It would be instructive to take a moment and illustrate the four
streams in a basic way: at our university our dean is resigning
and after a given date will cease to carry out his
responsibilities (problem); a new dean must be appointed (choice
opportunity); the new dean should have years of experience in
administration and public relations and have the ability to teach

theology and philosophy and should be well known in the academic
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community with extensive contacts in many walks of life (more
problems and also viability criteria); many people inside and
outside the university raise problems, relevant or not to this
situation, and work on solutions (participants); several
qualified candidates are put forward (solutions).

Although the impression may be otherwise, these streams of
problems, solutions, participants and choice opportunities
generally do not float about ranaomly. They are affected by
organization. They are "channelled and regulated by
organizational and social structure."!*? The authors point out
that elements of structure influence outcomes of a garbage can
decision process by: a) affecting the time pattern of the arrival
of problems, choices, solutions or decision makers, b)
determining the allocation of energy, attention and activity by
potential participants, and c) establishing linkages among the
various streams.

What do March and Olsen mean by orgaﬁizational and social
structure? Basically, they are referring to the rules,
procedures and arrangements, written and unwritten, formal and
informal, which define and organize rqles, hierarchy,
specialization, distribution of information and allocation of

3

authority.!?® These may act as constraints or impetus in the

choice process. While those organizational and social structures

142 J. March and J. Olsen, Amgiguity and Choice in Organizations, (Bergen:

Universitetsforlaget, 1976), p.27. This recalls the issue machine of
David Braybrooke (see D. Braybrooke, Traffic Congestion Goes Through
the Issue Machine, London: Routledge, 1974).

J. March and J. Olsen, 1976, op.cit., pp.31-2.
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are subject to change, sometimes incrementally, sometimes quite
drastically, they provide the context in which the choice process
occurs.

What is the garbage can and how does it relate to decision
making? Briefly, the authors posit the existence of a garbage
can - their choice opportunity - into which the participants dump
various problems and solutions.'** The decision made depends on
which garbage cans are available at the time, the type of garbage
the cans contain, the rates at which the cans are emptied and
filled, etc. Moreover, the decisions produced can be
incremental, but also non-incremental. Such a model involves
complicated and oftentimes unpredictable variables: the
generation of problems in an organization, the deployment of
personnel, the production of solutions and the opportunities for
choice. |

Through their studies, Cohen, March and Olsen sought an
explanation of organizational behavior when confronted with
unclear goals, technology and fluid participation - a theory of
organized anarchy. They identified a number of common elements
in organizational behavior from the cases they examined.

Firstly, they identified three properties characteristic of
organizations: problematic goals (preferences), unclear
technologies and fluid participation. |

Of these three properties the first, problematic goals,

refers to the inconsistent and nebulous nature of preferences

1 A choice opportunity is the situation which leads to a decision.
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which determine the behavior of participants within an
organization, but as well may be determined by the participant’s
behavior. Goals are often not clearly defined - an observation
echoed in studies of tax policy making.!*® The second of these
properties, unclear technology, characterizes an organization’s
processes as only partly comprehensible by its participants.
Although it manages to take decisions and produce outcomes,
oftentimes the individual parts do not understand one another or
the larger purpose which drives the organization. What usually
transpires is the result of trial and error, learning from past
experience or pragmatic adaptations to given conditions. As to
fluid participation, the third property, Cohen, March and Olsen
observed activity which seemed to contradict the purposiveness of
traditional organization theory. Rather than demonstrating
stable activity by relevant, interested participants over the
course of a choice (as assumed in traditional theory), these
authors agreed that considerable variation among individuals
exists in terms of the degree and form of attention and action.
Participants varied in the amount of time and effort devoted to
decisions, problems and choice situations, in general, such that
who was involved was seen to change from one time to another.
Cohen, March and Olsen (1972) noted that the three properties of

organized anarchies - problematic goals, unclear technology and

145 See e.g.: Charles Lindblom, 1977, op.cit.; A. Robinson and C. Sandford,

op.cit.; C.L. Schultze, The Politics and Economics of Public Spending,
(Washington, D.C.: The Brookings Institution, 1968); C. Heckly,
op.cit..
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fluid participation - were to be found in any organization in
part, part of the time. They claimed these properties are
"particularly conspicuous in public, educational and illegitimate
organizations. "¢

It was because of these ambiguous properties that Cohen,
March and Olsen sought a conception of organizational choice
distinct from the standard conception of the model. The
ambiguity they identified is not accommodated well within that
standard conception. Organizations which featured these three
properties were known as organized anarchies.!®’ Although the
organized anarchies which the authors observed were in fact
educational institutions, the authors admit tﬁat other decision-
making institutions would undoubtedly show similar properties;
for example, parliaments, businesses, political parties, the
executive branch of government.*®

To adapt this theory of choice to my own purpose I choose to

consider government as a form of public organization. This is

LY

146 Cohen, March and Olsen, 1972, op.cit., p.1.

147 The organizations are referred to as ‘organized anarchies’ because they

exhibit an absence of clear and purposive policy goals and directives,
because policy makers do not always know what they want, what they are
supposed to do, what is expected of them or how what they are doing is
related to what others are doing. Moreover, policy makers bring
different resources time, knowledge and energy and levels of commitment
to the choice situation. Organizations such as Cohen, March and Olsen
have described, are characterized by three general properties:
problematic preferences, unclear technology and fluid participation;
hence, the term organized anarchy. ,

148 This theory of organizational choice developed from studies of decision

making in educational institutions in Norway, Denmark and the United
States.
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not a novel definition by any means.!*’

A government - whether it
be British, French or other - is a complex organization with
problematic goals, unclear technology and fluid participation.
These properties are characteristic of governments in part, part
of the time.

Generally speaking, governments often do not clarify goals
and objectives. Usually they are limited in terms of their
capacity to spell out in any substantive detail, their goals, the
alternatives availablé, how they expect to accomplish those goals
and what the consequences may be of achieving them. Even if they
manage to somehow clearly state goals, after considering all the
alternatives available, they will either, not know exactly how to
achieve them, or what the consequences of success or failure will
be.!*® For example, a government may state it wants to simplify
the tax structure, but will be unable to elucidate what
specifically it means by this rather broad policy goal and how it
intends to accomplish it. This was the case wi;h Francois
Mitterrand in September 1983 when he made his announcement to
reduce the tax burden by one percent in 1985, but in fact had no

clear ideas about how to achieve that goal.

Moreover, a government or party (or any other organized

149 See: F.W. Riggs, "Bureaucratic Politics in the U.S.: Benchmark for

Comparison", Governance, vol.l, no.4, October 1988; P. Anderson,
"Deciding How to Decide" in G. Edwards, S. Shull and N. Thomas, eds.,
The President and Public Policy Making, (Pittsburgh: University of
Pittsburgh Press, 1985).

150 To illustrate, a major charge leveled against the Reagan
administration’s 1981 tax reform proposals was that the solutions
proposed were simple, unstudied, unclarified in terms of effects and
relied on misleading information (see C.E. Steuerle, 1991, op.cit.,
pPp.39-54).
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anarchy) may articulate a number of different goals which, in
fact, may conflict. For example, as Cedric Sandford pointed out
in a conversation with the author, Lawson, as Chancellor of the
Exchequer, advocated the principle of tax neutrality, although
several of his policies (i.e. helping charities, VAT reliefs and
exemptions, reliefs to pension funds and PEPs) did not bear out
this principle.!® The articulation of contradictory goals may
occur because of the failure to coordinate between different
areas of government and disagreements within government over

concrete objectives.!®?

In the case of Lawson’s reforms, the
frequently conflicting policy preferences and policy inputs of
the Prime Minister, the Secretary of State for Health and Social
Security, and business groups made precise and consistent goal
articulation difficult. It is no surprise that the plans drawn
up by the Chancellor reflected internal disagreements and cross-
purposes. .On the French side, an example of this is provided by
the French government’s promise to reduce taxes while
simultaneously pledging itself to filling the deficits in the
social security accounts - a pledge it could keep only by
raising taxes and/or cotisations sociales (which amounts to the
same thing anyway) .

Robinson and Sandford (1983) observed this lack of clarity

in the British system when an attempt is made to enunciate goals

151 Cedric Sandford, interview in Bath England, June 6, 1991. Also, see:

N. Lawson, 1992, op.cit., pp.334-44,362,378,380; C. Sandford, 1993,
op.cit., pp.46-7.

182 See, C. Heckly, op.cit., p.148.
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concerning tax policy,

...there’s something of a policy vacuum between the

articulation of broad and general goals by parties and

the establishment of well worked out schemes by which

those goals can be attained.'®?
While Robinson and Sandford give British governments, parties and
oppositions some credit for attempting to articulate and clarify
tax goals and objectives, they question the criteria and the
means by which those goals and objectives are decided.!®® The
authors noted that both the Labour and Conservative parties
expressed general but fairly clear goals: Labour to reduce taxes
for those on modest incomes and increase taxes for the well-off;
the Conservatives, to reduce taxes and simplify the system.
These goals, and the policies decided to fulfil them, ’‘fitted in’
with each party’s general ideological stance: equality and
redistribution of wealth for Labour; and encouraging enterprise,
individual responsibility and less government, for the
Conservatives.’® Winning elections also entered into the picture
with each party proposing policies that it felt would appeal to
the greatest number of voters.

However, choosing goals based on ideological and/or
electoral considerations, while in the latter instance perhaps

politically rational, presents some problems. Firstly, can

workable policies actually be designed to fulfil lofty goals and

153 A. Robinson and C. Sandford, op.cit., p.224.

154 1bid., p.220.

158 Ibid.
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principles? Secondly, if workable policies can be formulated,
how will they be accepted and applied by other actors in the
policy process?'®® Robinson and Sandford, through their analysis
of Labour party speeches and documentation, discovered the extent
to which party decision makers had "failed to develop a clear,
coherent philosophy of what they sought in advocating a reduction
in the unequal distribution‘of wealth."%7

Other observers of the British tax policy process have
pointed to problems of goal articulation and/or the problems
confronted when British governments try to translate goals into
actual policies. The Conservatives, from 1979, according to John
Kay (1986), were without "substantial plans", and that in
comparison with the previous Conservative government (1970-1974),
had bungled any meaningful realization of tax reform.!®® Malcolm
Gammie (1993) intimates that the process of tax reform in Britain

creates a situation where tax reform policies are not "formulated

156 Robinson and Sandford (1983, p.221) note that, "If objectives are

insufficiently considered and clarified by the party proposing the tax,
the policies are more open to influence from the bureaucracy and from
affected interest groups."

fadd Ibid.

1se J. Kay, November 1986, op.cit.. A majority of the British interviewees

agreed that the Conservatives were less prepared in terms of their tax
program in 1979 than they were in 1970. According to some like Cedric
Sandford (interview in Bath, England, June 6, 1991) and John Kay
(interview in London, England, July 2, 1991) apart from the goals of
reducing taxes and switching the incidence from direct to indirect,
there was no clearly worked out program when the Conservatives came to
power in 1979. As Arthur Cockfield remarked, "A lot of the work was
done ‘on the hoof’." (Baron Arthur Cockfield, interview in London,
England, June 11, 1991). However, Cockfield was contradicted by claims
made by Adam Ridley that "a very great deal was worked out beforehand,
and what we had as background documentation was quite unprecedented."
(Adam Ridley, interview in London, England, May 30, 1991).
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against clear and well-researched policy objectives."*?
Although, it may be argued that policy achievements fell somewhat
short of objectives, it is difficult to fault the Conservatives
for absence of goal specification (although, no doubt, one can
find specific examples, i.e. the poll tax). One only has to read
The Right Approach to the Economy (1977), the Conservative Party

Campaign Guides, the November 1979 White Paper on the

| Government’s Expenditure Plans 1980-81 (Cmnd.7746), Geoffrey
Howe’s and Nigel Lawson’s speeches at Conservative Party
Conferences, Lawson’s January 1984 memorandum to the Prime
Minister, various budget day speeches and Lawson’s CPC pamphlet,
"Tax Reform. The Government’s Record" (1988).'%° Nevertheless, in
many cases, while general goals were articulated, substantive
detail of how the government expected to accomplish its goals and
the possible consequences of policies were not.

Heckly (1987) has observed problems with goal specification
in the case of French tax policy. For instance, in France there
has always been a strong notion of tax fairness - or la justice
fiscale. This was often expressed in terms of "égalité devant
1’impdt" or "égalité par 1’impdt". Parties of all political
colors expressed this goal in common. Difficulties however,
arose over how best to achieve it. Should taxation be neutral?

Or should it be the instrument of an active policy of reducing

M. Gammie, February 1993, op.cit., p.100.

160 On the January 1984 memorandum see, N. Lawson, 1992, op.cit., pp.334-

335.



105
income inequalities? And in the case of the latter, what was to
be the optimal level of taxation to achieve a given level of
redistribution - if even that could be ascertained? On these
questions, little agreement was evident.

Tax policy reflected disagreements between the parliamentary
groups, the government, the civil servants and the public. As
Heckly (1987) points out, "...l’égalité devant 1l’impdt constitue
donc un idéal accepté par tous, mais difficile a atteindre en

practique..."!

Whether it be a party in government, or in
opposition, the charge of problematic goals holds for either;
though, admittedly, for a party in government, with the wealth of
resources, and particularly information, at its disposal,
clarifying goals and objectives ought to be less problematic. 1In
the case of France, however, with respect to taxation, the
disagreements and divisions which frequently charaéterize
relations between and within the economic policy making actors
and institutions, as we have seen already, make goal definition
and policy coordination difficult.®?

We now move on to examine the issue of unclear technology.
While members of a political system or a government department
may understand their job and have a vague notion of its purpose

in relation to the whole, given the size and scope of government

today, it would be hard to believe that every member of a
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C. Heckly, op.cit., p.33.

162 See, e.g.: H. Machin and V. Wright, eds., 1985, op.cit., pp.15+; S.

Mazey, 1986, op.cit., p.420.
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government department, let aléne a political system, understands
their organization, their purpose in that organization and their
relation to one another. Even considering the rather
hierarchical chain of command in British and French governments
there is often overlap in policy jurisdictions between the
departments, especially when one looks at both sides of the
policy process: formulation and implementation.

For instance, in Britain, although the decision structure is
ultimately hierarchical, with tax policy firmly in the hands of
the Chancellor and the Treasury, there do exist other important
players that contribute to the process, like the Prime Minister,
special adviser(s) to the Chancellor, the Inland Revenue, Customs
and Excise, other government departments, the research
departments of the political parties, various think tanks and
interest groups, and international, especially European,
developments. Some play a very limited role, others a more
extensive one. Certainly, the potential exists for overlap and
limited understanding of the part each is playing or the part its
members are playing in relation to the larger schemé. As Jock
Bruce-Gardyne (1986) has commented, "Occasionally the demarcation
lines become confused."'®?

In France, some have detected poor vertical communication

and control, as well as narrowness within the French executive.!%

J. Bruce-Gardyne, 1986, op.cit., pp.31-2.

164 See: M. Crozier and E. Friedberg, 1974, op.cit.; M. Crozier, La Société

Blogquée, (Paris: Editions du Seuil, 1970).
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Jack Hayward (1983) has characterized French ministries as
"compartmentalized aggregations of divisions...confederations of
autonomous bureaux" where coordination (between ministries and

165 Also the observation has been

divisions) is sorely lacking.
made elsewhere that overlap and conflicting goals are not
uncommon in French government.!®®

To complete our analysis of the characteristics of French
and British governments which qualify them as organized
anarchies, we turn to the final property, fluid participation.
Fluid participation is observable in any government decision
process. Participation will change from one decision to another
or even in one decision area. The amount of time and energy
people in government devote to particular issues and problems
fluctuates. As various aspects of a decision arise - i.e. new
problems and solutions - so too will new participants come into
play. This is furthermore complicated by turnover in government

personnel . ¢’

Once again, using the example of the tax policy making

165

J. Hayward, 1983, op.cit., p.127.

166

See e.g., S. Mazey, 1986, op.cit., p.420.

167 Several of the British interviewees referred to the changing cast of

characters involved in Conservative tax policy making pre- and post-
1979. For example, Adam Ridley recounted that while from 1975 to 1983
Geoffrey Howe was certainly a constant figure in Conservative tax
policy making other "individuals came and went - Peter Cropper went off
at one stage and was replaced by Douglas French... and ministers came
and went... it has been a slightly more collective process with a
variety of people coming in and leaving, pushing the main stream of
thought a little bit this way, a little bit that way. So it hasn’t had
a single coherent mind shaping every aspect of it." But Ridley also
asserted that approximately 60 to 70% of those involved in tax policy
making "had been involved in that stream of discussion for quite a
while, so that you had great insurance of continuity." (Adam Ridley,
interview in London, England, May 30, 1991).
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process in Britain, the Chancellor, or even a senior minister,
cannot devote himself entirely to any one decision concerning the
tax system and will delegate to, or enlist, junior Treasury
ministers, special advisers, and civil servants in order to help
him. Heclo and Wildavsky (1981) refer to personnel and time
problems in the Treasury decision making system, despite overall
coherence and effectiveness. 1In addition, Inland Revenue and
Customs and Excise officials, as well as - though less often -
other cabinet members, civil servants, select committees and
their witnesses, academics etc. will be party to the process,
moving in and out of the picture as necessary. Robinson and
Sandford (1983) note,

...at every stage of tax policy making - as policy is

developed in the political parties, shaped in the

departments and scrutinized in Parliament - external

influences of various sorts are brought into play and

may have some effect.®®
The external influences may include representative bodies,
pressure groups, experts, and ad hoc.working parties. While the
process may not be as open and pluraiﬁstic as in the American
system of tax policy making, fluid participation is undoubtedly a
feature of decision making in British government, as it is with
most governments, the differences being a matter of degree.

The same trait applies to the process of French policy
making. Although, as in the case of Britain, tax policy making

is largely concentrated in the hands of the Ministry of the

Economy and Finance, particularly in the Service de la

168 A. Robinson and C. Sandford, op.cit., p.189.
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Législation Fiscale (SLF) and the Direction Général des Impdts
(DGI), two of its component agencies, other actors inside and
outside government play a role, to a greater or lesser extent,
including the president, prime minister, other government
ministers and bureaucrats, ministerial cabinets, interest groups,
think tanks, and international developments.!®® Different actors
with different interests, mandates and representing different
constituencies enter and exit the tax policy process on an
irregular basis. The changing of the guard in mid-July 1984
during the critical stages of the much-hyped 1985 budget offers
one example of changing tax policy actors.® Also, one can point
to the issue of social security finance and the rise to agenda
~prominence of the cotisation sociale généralisée (CSG). Over the
course of almost ten years, a number of different actors across
several governments (from Socialist to RPR-UDF and back to
Socialist), in different ways, contributed to the process which
eventually placed the CSG on the Rocard government’s agenda.!™?
Heckly (1987) notes that during the life cycle of a tax - that is

from idea to publication in the Journal Officiel - the inputs of

169 Conversations with the French interviewees revealed a number of

different actors with a stake in the tax policy process - in the
Ministry of Finance, the Elysée, Matignon, other government ministries,
etc. - and the fluidity of their involvement in that process.

170 The crucial actors in the tax policy making process were changed: the

Prime Minister, the Minister of Finance, the budget minister and their
cabinets.

171 See, S. Shaughnessy, "The Cotisation Sociale Généralisée, An Idea Whose

Time Had Come", Modern and Contemporary France, vol.NS2, no.4, 1994;
Also see, C. Heckly, op.cit., ch.4, for an account of the processes
which created the capital gains tax (1’imposition des plus-values) -
another illustration of fluid participation in the French tax policy
process.
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different actors and the "changements des rapports de force entre
les différents actants" accounted for the different stages of the
process and the changing shape of tax policy.!”

To sum up, the Cohen, March and Olsen conception of an
organized anarchy is quite suitable as a description of modern
government - for our purposes here, British and French

governments.!”?

Both feature all the identified properties of an
organized anarchy: problematic goals, unclear technology and
fluid participation. Now that we have successfully characterized
the British and French governments as organized anarchies, it
should be easier to understand how well-suited a garbage can
framework should be as an analytical tool to help us make sense
of the decision making processes which occur within those
governments.

The tax policy making processes in both Britain and France
appear to be well-suited to a garbage can analysis. However,
rather than testing the Cohen, March and Olson model against the
evidence, we will use a modified version of it. The concept of

an interactive, branching and contextual set of connections among

participants, problems and solutions in an organization was
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C. Heckly, op.cit., p.347.

173 Sonia Mazey (1986, p.420) describes French government in such a way

that the organized anarchy attribution is readily inferred. She
characterizes the French politico-administrative system as "disjointed
and disparate" and the policy making process as "time consuming and
cumbersome. . .involving large numbers of people and conflicting
interests." These characteristics, in one respect or another, aptly
describe French government some of the time (see: J. Hayward, 1983,
op.cit., p.127; J. Hayward, 1986, op.cit., pp.23-25; C. Heckly,
op.cit., pp-32-33,148; M. Crozier and E. Friedberg, eds., 1974,
op.cit.; H. Machin and V. Wright, eds., 1985, op.cit., pp.9-17.
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adopted by John Kingdon (1984) and deftly adapted to agenda
setting and policy formulation processes in the United States at
the federal level - Kingdon'’s broadly defined organized anarchy.
He concentrated on the health and transportation policy areas.
(In my review of the tax reform literature, I frequently came
across Kingdon’s name, and several times he was cited by-various
authors, though not necessarily as a paradigmatic reference) .!™

In Kingdon’s revised model, the author identifies three
(rather than four) largely independent streams - problems,
policies and politics - flowing through his organization, the
federal government. Problems are raised, occur or exist.

Drawing attention to and defining problems is achieved by a
number of means - i.e. indicators, focusing events and feedback -
and a number of different ways - values, comparisons and

categorizing.!'’®

Although agendas may be set for reasons other
than the need to solve problems, Kingdon notes, "...linking a
proposal to a problem that is perceived as real and important..."

enhances the agenda prospect of that proposal.!” There may be

174 For example see: G. Mucciaroni, "Public Choice and the Politics of

Comprehensive Tax Reform", Governance, vol.3, no.l1l, January 1990; D.
Beam, T. Conlan and M. Wrightson, "Solving the Riddle of Tax Reform:
Party Competition and the Politics of Ideas", Political Science
.Quarterly, vol.105, no.2, Summer 1990; J. Verdier, "The President,
Congress and Tax Reform: Patterns Over Three Decades", The Annals of
the American Academy of Political and Social Science, vol.499,
September 1988.

178 For a fuller discussion of this stage of the policy process see, J.

Kingdon, 1984, op.cit., ch.5; also see: F.R. Baumgartner and B.D.
Jones, Agendas and Instability in American Politics, (Chicago:
University of Chicago Press, 1993), ch.2; B.G. Peters, 1993, op.cit.,
ch.3; J.E. Anderson, Public Policy Making, (London: Nelson, 1975),
ch.3.

176 J. Kingdon, 1984, op.cit., p.121.
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concern about high taxes, a concern provoked, for example, by the
effect of inflation on tax brackets and disposable income. This
may spark attention to other problems, i.e. the quality and scope
of government services, declining productivity and investment,
etc.. People may recognize these ’‘conditions’ as problems or
they may choose to regard them as ‘conditions’ to be endured or
minor problems that need no immediate attention or solution.

Regardless, as is often the case, proposals have been
devised in anticipation of such problems or are soon devised in
order to solve the problem(s) at hand. Policy activists or
entrepreneurs affect the attention given to problems, and devise,
or at least link, solutions to problems.!” They are not
necessarily found in any location in the policy community.'’®
However, it is from the policy community that proposals issue.
Policy communities consist of civil servants, consultants,
specialists, interest groups or academics. They may be
associated with government or not. 1In any case, they are busy
generating proposals, linked or not, to particular problems.

They may devise different solutions for one or more problems or
various solutions for various problems which have appeared
simultaneously.

Specialists in the policy community and policy entrepreneurs

(they may or may not be one and the same) must persuade other

177 Kingdon (1984) prefers to use the term ‘policy entrepreneur’ to

‘policy activist’ to refer to people who invest their time, energy,
reputation and frequently money, to promote and advocate an idea or
proposal; but here they are interchangeable.

178

J. Kingdon, 1984, op.cit., p.129.
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members of the policy community, the public and most importantly,
decision makers in government, that their proposal is viable and
appropriate for solving a given problem. According to Kingdon
(1984), persuasion, and diffusion of a proposal, are key elements
in the policy stream. Persuading, publicizing, ’‘spreading the
word’ and educating are, to various degrees, parts of this
process stream. Furthermore, an idea with something to recommend
it, which meets certain conditions or criteria of acceptability -
value, public, cost, technical - and which enjoys a 1arge'degree
of acceptance and diffusion, stands a reasonable chance of making
it onto the governmental agenda.!”” The idea is talked about and
brought to the attention of people in and around government, who
consider it and decide whether or not to act upon it.

Simultaneously, but apart from the problems and policy
streams, there flows a politicai stream which is composed of
political campaigns, elections, pressure group lobbying, changes
in an administration, changes in an administration’s political
and/or economic objectives and changes in the public mood.
Agendas are critically affected by changes in the political
stream (but also by developments in the problems stream).
Decision makers - or more precisely, Kingdon’s so-called "visible
cluster of actors"- weigh the balance of forces in the political
stream, judge whether action is called fof or not, and then make

180

'a decision.® This decision will determine the agenda status of
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Ibid., p.148.
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Ibid., p.208.
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the idea or issue. Alternatively, they may not make a decision -

for instance due to a lack of interest or the urgency of other

problems - or make a negative decision. In such cases the idea

usually fades and dies.

Kingdon observes a process of coalition building in the

political stream, not too unlike that which occurs in the process

of consensus building in the policy stream. However, the

dynamics are different. While the process in the policy stream

is characterized by persuasion, education, diffusion and

softening up, support and acceptance in the political stream is

achieved largely through negotiation, bargaining and compromise.

The policy activist builds consensus by demonstrating how a

particular actor will benefit from support{ng a proposal or how

he/she will lose by not doing so. Moreover, the activist may

offer something in return for his/her support.!®® Here, is where
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In both the Mucciaroni (1990) and the Beam, Conlan and Wrightson (1990)
articles, the authors found evidence of such activity - what Kingdon
(1984, chs.6,7) calls "bandwagons and tipping"” - in the process of
consensus building for the 1986 Tax Reform Act in the U.S.. However,
in France, and to a lesser extent in Britain, bargaining was a much
less prevalent feature of the political stream. The organization of
the political system characterized by the existence of responsible
party government, with a strong head of government (and in France, head
of State) and a large, unified and disciplined parliamentary majority
in both countries during the 19808 supported by the institutional
devices of the three line whip in Britain and article 49-3 in France,
which enabled each government to impose its policies over dissenting
voices, significantly reduced the need to assiduously build support in
the political stream. The situation changed somewhat in France from
1988 when Rocard, head of a minority faction in the Socialist Party,
was chosen as prime minister to head a minority government. From 1988,
in France, negotiation and compromise was a much more prevalent feature
of the political stream. It should be noted that the 1986-88 Chirac
government did not enjoy a large majority (only two seats) and itself
was a coalition of parties. However a number of factors mitigated the
need for bandwagons and tipping: the combined effects of the honeymoon
period and the 1988 presidential elections, plus the almost unanimous
consensus on tax policy built during the period of center-right
opposition, meant the government’s majority was more or less unified
and disciplined, if not large.
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one is most likely to observe log-rolling activities taking
place. Decision makers choose a policy, or several, for
consideration, in light of certain criteria, i.e. technical
feasibility, value acceptability, public acceptability and
anticipated constraints. Others will be discarded or ignored.
In the meantime, people engage in political activity - i.e.
lobbying or campaigning - or capitalize on a given political
situation - i.e. a swing in national mood, a change in
administration, electoral (un)popularity. This can lead to the
promotion of problems and/or solutions on a government’s agenda.

Common to eaéh of these processes is the action and
interaction of actors - governmental and non-governmental - in
the context of a particular institutional setting. The three
streams - like those of Cohen, March and Olsen (1972) - develop
and operate largely independently, although this independence is
not absolute. The actors and processes can overlap and can
operate as an impétus or constraint on one or more of the other
streams. For example, an academic could é&opose a community
charge to replace domestic rates, and win selection by a
constituency party organization as a candidate at the next
election. If his idea has since been adopted as party policy, he
may find himself engaging in political activity to advance this
policy based on his own original idea.

Let’s look at another example, a proposal to lower taxes
which seemed opportune during an election campaign may be

ignored, put on the back burner, or diminished, because a more
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urgent problem has arisen requiring immediate attention. The
other, more pressing problem - say inflation or the budget
deficit or both - has been recognized, which pushes other items
like higher interest rates or spending cuts into prominence on
the government’s agenda.

Despite these hints of connection, Kingdon (1984) - like
Cohen, March and Olsen (1972) and March and Olsen (1976) -
maintains that the streams remain, for the most part, independent
and are subject to various structural factors. The institutional
setting of the choice opportunity mediates the problems and
solutions and affects the attitudes, perceptions, behavior and
relations of the actors in the three streams. How a polity is
organized will also have an effect on the rate and flow patterns
of the streams and how they come together. Institutions regulate
and channel the streams and thereby help explain the nature and
appearance of those items which rise on the agenda and those
which do not.!%?

Once these process streams are understood, the key to
understanding policy, or agenda, change is their coupling. The
coupling of these streams is a highly contextual event dependent
on a complex of factors largely related to the rules, procedures,
practices and physical arrangements that structure the
relationships and interactions of the actors. Coupling takes

place when a choice situation exists. Kingdon calls this a

182 See: J. Kingdon, 1984, op.cit., p.217; J. March and J. Olsen, 1976,

op.cit., p.1l1.
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policy window.!®?

Policy windows are only open for a short time.
This is an opportunity for an actor to push his/her proposal(s)
into agenda prominence and even into enactment. This is the time
when an issue becomes ‘hot’, ‘catches on’ or ’'takes off’. For
example, a taxpayers’ revolt in an important area of the country
focuses attention on high taxes and spiraling and wasteful
government spending; however, it leaves unanswered the questions
raised concerning these issues. An actor with detailed proposals
to solve such problems may use such an evenf to push his/her own
ideas to the fore.

Policy windows open and close for a variety of reasons.
When they open, it is usually because of a change in the
political stream - i.e. a change in administration or partisan
composition in the legislature, a shift in the national mood - or
because a new problem - often a crisis, for example a currency
crisis or a national disaster - captures the attention of
government officials.!® Kingdon tells us that there are problem
windows and political windows. For instance, if a major defense
contractor is on the verge of collapse, the government may cast
about for ways to save it. This is a problem window. Or perhaps
a politician decides that home ownership may be a convincing and
popular theme to campaign on, then he/she will reach into the
policy stream for ideas on how to promote home ownership. This

is a political window.

183 For a full discussion of policy windows see, J. Kingdon (1984, ch.8).

184 J. Kingdon, 1984, op.cit., p.176.
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Coupling of streams depends on the opening of a policy
window. Nevertheless, coupling is oftentimes attempted even
before a policy window opens. Actors try frequently to link
problems, policies and politics in a number of different ways
before a window has actually opened. Still, items rise most
effectively, dramatically and probably on the agenda when windows
are open, according to Kingdon. 1If a window opens and one of the
three elements is absent, then it becomes highly unlikely that a
decision or choice will take place. The agenda will remain
unchanged. It is the fortuitous confluence of the three streams
that produces a decision and agenda change. This confluence
generally occurs when a window is open.

Again, it would be a mistake to assume that these processes
are strictly random. It should be borne in mind that each of the
three streams, their rates and flow patterns, are affected by
institutional features - physical arrangements, rules,
procedures, etc.. March and Olsen (1976) remind us that
‘organizations are more than just "neutral reflections of
exogenous environmental forceé or neutral arenas for the
performances of individuals driven by exogenous preferences and
expectations."'®® They maintain,

An organization is not simply a vehicle for solving

given problems or for resolving conflict through

bargaining. It is also a collection of choices looking

for problems; issues and feelings looking for

decisions-in-process through which they may be

mediated; and solutions looking for questions. An
organization is not only an instrument, with decision

J. March and J. Olsen, 1976, op.cit., p.1l1.
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processes related to instrumental, task directed
activities. It is also a set of procedures by which
participants arrive at an interpretation of what they
(and others) are doing, and who they are.!%®

In analyzing the operation of the process streams, institutional
structures, arrangements and procedures, therefore, cannot be
ignored. Policy is not merely the outcome of group pursuits nor
state forces. Institutions imprint a certain dynamic on those
pursuits, pressures and forces.!®’

Policy does not occur in a vacuum. Any institution which is
engaged in decision making imposes a particular structure or
organization which creates a particular matrix of incentives.
The impact of institutions has implicatibns for the shape and
definition, not only of preferences and actions, but ultimately
of the outcomes as well. What happens, then, in terms of the
inputs and outputs of the policy making process is influenced,
sometimes conspicuously, sometimes subtly, by the institutional
setting in which politics and policy making occur.

Now it’s time to return to an examination of tax reform and
to apply this serendipitous framework to our case studies. By

doing so, we can ascertain its comparative explanatory power. It

is interesting to note that other authors have identified similar

186 Ibid., p.84.

187 As James March (1988) tells us organizational attributes influence the

outcomes of a garbage can decision process ‘1) by affecting the time
pattern of the arrival of problems, choices, solutions or decision-
makers, 2) by determining the allocation of energy by potential
participants in the decision, and 3) by establishing linkages among the
various streams’ (J. March, Decisions and Organizations, (Oxford: Basil
Blackwell, 1988), p.300.
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processes at work in the agenda setting and policy formulation
stages of tax reform in the U.S. in the mid-1980s. While there
is no systematic attempt to analyze events using Kingdon’s
framework, James Verdier (1988), Gary Mucciaroni (1990), David
Beam, Timothy Conlan and Margaret Wrightson (1990) have discussed
tax reform - especially in the United States - with reference to
Kingdon, or at least, in ’‘Kingdon-esque’ terms.

Beam, Conlan and Wrightson (1990) explain the TRA in terms
of "the new politics of reform" with its emphasis on the roles of
ideas and policy entrepreneurs in shaping policy. The
entrepreneurs "simplify and distill"vcomplex ideas and "link them
to values accepted by and familiar to the broader public."!®®
While the authors credit the policy entrepreneurs - like Bill
Bradley and Richard Gephardt - with a central role in placing tax
reform on the governmental agenda, they admit that without the
commitment of the President to make tax reform an agenda item of
top priority and his fervent support, the reform would probably
have failed.'®®

In addition, the energetic commitments of Dan Rostenkowski,
chairman of the House Ways and Means Committee, and Bob Packwood,

chairman of the Senate Finance Committee, were essential elements

D. Beam, T. Conlan and M. Wrightson, op.cit., p.208.

189 Joseph Pechman (1989, p.81) called Reagan’s support for tax reform

"crucial” and that without it, the bill "would never have emerged from
Congress."
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in the survival of the TRA.!®® These actors, their ideas,
strategies and circumstances, Beam, Conlan and Wrightson show,
interacted in a mostly unpredictable manner and came together in
a complex, yet fortuitous combination which produced dramatic
change. Their ’‘model’ of ideational-entrepreneurial politics
shares many similar charécteristics with Kingdon’s process
streams and windows approach. Kingdon, in fact, is rYeferred to
twice: as an inspiration for a discussion of the role of ideas
and policy entrepreneurs.

James Verdier (1988) considers the U.S. tax reform in terms
of "political and economic forces" offering tax policy experts
(the policy entrepreneurs) a "window of opportunity" which
produced the right circumstances fbr these entrepreneurs to
"create links between the prescriptions of experts and the needs
and concerns of politicians and the public." Verdier attributes
the success of the 1986 tax reform to the collaboration between
policy experts in and outside government, to the polijcy
entrepreneurs - like Bradley and Gephardt - to partisan politics
and to the agenda setting power of the President. 1In a ’‘Kingdon-

esque’ reference, Verdier tells us, "Favorable circumstances came

190 Beam, Conlan and Wrightson (1990, pp.210-11) also note the favorable

press given the issue. They insist this was critical and that without
the media support the TRA would have foundered. This is debatable as
public opinion seemed largely disinterested by the issue (see: Jeffrey
Birnbaum and Alan Murray, Showdown at Gucci Gulch: Lawmakers, Lobbyists
and the Unlikely Triumph of Tax Reform, New York: Random House, 1987;
J. Verdier, 1988, op.cit., pp.119-120). Still ,the role of the media
was not unimportant, especially considering the role they played
educating and ‘softening up’ the specialized and more general publics
and helping to build a pro-reform coalition.
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together..." in 1986.%%

In Mucciaroni’s (1990) article, the author looks at the
viability of public choice arguments in explaining U.S. tax
reform in the mid-1980s. He largely discounts, but not entirely,
the purchase such arguments have for his case study, fhe 1986 Tax
Reform Act. Rather he identifies three kinds of reform politics:
entrepreneurial, interest group and majoritarian. In the course
of his description of what transpired and in his analysis,
Mucciaroni makes references to public discontent, problem
definition, policy entrepreneurs, presidential politics, party
competition, resolutions, policy windows, "mobilizing a
significant proportion of the population behind issues",
"building a pro-reform majority" and "getting reform on the
agenda." Mucciaroni describes how the problems created by the
1981 ERTA and the attention drawn to those problems by activists
like Charles McIntyre of the lobbying group, Citizens for Tax
Justice, helped open a "policy window". With this window open,
tax reform advocates could attempt to push their ideas and
proposals and link them to the problems at hand.!® 1In the énd
they were successful and the agenda was changed.

Here was an example of a problem in the public spotlight - a

191 J. Verdier, 1988, op.cit., p.123. Verdier cites Kingdon in his

footnote (no.10, p.120).

192 In describing this process, Mucciaroni (1990, p.10) cites Kingdon as

a reference. Senator Bill Bradley and Congressman Richard Gephardt
produced a solution in 1982 which drew on years of research and
proposal making by tax experts outside of government, like Joseph
Minarik of the Urban Institute, and on the Joint Committee on Taxation.
The bill they introduced (H.R.3271) would find many of its principles
incorporated into the Tax Reform Act of 1986. The Bradley-Gephardt
bill was followed by other bills, like Kemp-Kasten.
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punitive and unfair tax system created in part and aggravated by
the 1981 ERTA - capturing the attention of government officials
- Bradley, Gephardt, Reagan, Kemp, Kasten, officials at the
Treasury Department, etc.. A policy window opened which incited
reformers and policy entrepreneurs to either design and advocate
new proposals, or advocate proposals already available that would
address the problems inherent in the U.S. tax system, and in part
" aggravated by the 1981 ERTA. ' Policy activists like McIntyre
created an atmosphere that raised conciousness about the defects
of the U.S. tax system, particularly drawing attention to its
less equitable features. 1In such a context and confronted with
the undeniable evidence, politicians were persuaded that "reform
wés an idea whose time had come."!®®* Bradley’s "intellectual
contributions" and "tireless advocacy" made it possible "to build
a broad, bi-partisan, pro-reform coalition."!®® Once again, the
adoption by President Reagan of this idea - which was already
part of the legislative agenda - ?nd its place of importance on
his agenda, not to mention the Prééident’s own lobbying efforts,
were instrumental for the success of the TRA.!® The commitments
made to tax reform by Packwood, Rostenkowski, Don Regan, the
Secretary of the Treasury and his successor, James Baker, were

also important. As with the study by Beam, Conlan and Wrightson

(1990), Mucciaroni’s study of the 1986 Tax Reform Act, is even

193 G. Mucciaroni, op.cit., p.12.

194 Ibid.

195 Ibid., p.15.
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better suited for ’‘testing’ against Kingdon’s ’‘model’; although,
that will not be attempted here, as our focus is on Britain and
France.

These authors, in their efforts to expose different aspects
of the tax reform process, while providing a different ’'spin’,
avoid explicitly analyzing their data using Kingdon’s approach.
However, their language recalls and, in some cases, mimics
' Kingdon’s and their conceptualizations have strong ‘Kingdon-
esque’ features. It was this reading of such scholarly efforts
that persuaded me to consider the tax reform processes elsewhere
in light of Kingdon’s work. I felt that if a process streams and
windows model could be tentatively and implicitly wvalid in the
case of United States tax reform, how would tax reform, say, in
Great Britain or France measure up? The evidence revealed, in

fact, similar processes at work in both France and Britain.



CHAPTER THREE
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CHAPTER THREE
- Tax Reform: The French Context, History and Institutions -
Introduction
During the 1980s tax reform was ushered into France under
the auspices of a Socialist President heading two philosophically
different governments, one leftist and the other, conservative.
Tax reform took two rather diverse paths during the 1980s - one
- governed by socialist doctrine and rhetoric from 1981-1982 and
the other by neo-liberalism and free-market economics from 1983-
89. 0ddly enough, both tax reform strategies were instigated by
a Socialist government. Tax reform, in the period 1983-89,
received further impetus and was pursued with even greater
conviction and vigor during the two years of conservative
government under the premiership of Jacques Chirac from 1986-88.
As opposed to Britain therefore, where neo-liberal tax reform was
driven by a single party in government, the evolution of tax
reform and the conditions under which it moved from intellectual
debate to government policy in France are somewhat more complex.
The claim of greater complexity vis-4-vis the British
experience is certainly a valid one given the change of
governments, the ideological transformations of the major
political parties from the late 1970s to the late 1980s, the
fluidity and variety of the actors integral to tax policy making,
as well as the special economic circumstances confronting French
policy makers. The process streams are more numerous and

difficult to identify, particularly because the issue soon became
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a cross party concern - as opposed to the British case where one
political party dominated the issue - differentiated not so much
by philosophy, as by the extent and degree to which tax reform
was pursued and applied.

This section will recount the evolution of the tax agenda in
France and the environment in which it evolved from the late
1970s to the late 1980s. The emphasis will be on the various
" ideas, actors and institutions that were central to the tax
policy process. It should become obvious, as this descriptive
effort proceeds, that tax policy in France is the product of
several interweaving strands of problems, policies, and politics.
Integral to these tax policy processes were the preferences and
activities of participants, especially polidy entrepreneurs.

The period prior to the Socialist victories of May/June 1981
will be examined briefly in order to set the stage upon which
neo-liberal tax reform appeared in France in the 1980s. However,
the main focus will be on the shape and direction of tax policy
during the 1980s. By the end of this examination, it should be
clear that tax policy was determined by a political dynamic.

That dynamic had multiple features, which for the most part can
be organized into a limited number of process streams flowing
through and impacted by the institutional configuration of the
French polity.

Before an examination is undertaken of tax reform policies
in the 1980s, it is important to understand the nature of the

French tax system and how it evolved. This background is
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necéssary in order to effectively manipulate appropriate
terminology and conduct discourse on the topic of tax reform in
the 1980s. An understanding, however cursory, Qf the tax system
in France as it developed prior to the 1980s, can only serve to
help us better understand the how, why, what, where and who of
the French tax system in the 1980s.

Chapter Three, therefore, will look at the evolution of the
" nature and structure of the tax system from the French Revolution
onwards. It will also investigate the changes to the tax system
in light of political, economic and social developments. This is
a necessary exercise as the policy legacies of previous
governments have an important effect on tax policy makers as they
consider what they can and cannot do. Chapters Four, Five and
Six will bring us up-to-date, with an examination of the tax
agenda, as it evolved under the Giscard and Mitterrand
presidencies. Here, we will take a closer look at the ideas,
actors and institutions that shaped and determined the French tax
agenda from the mid-1970s onwards. The focus, however, will be
on the 1980s, the period of France’s liberal renaissance and the
emergence of neo-liberal tax reform. With the background
provided by these four chapters we should be well-equipped to
analyze the processes which gave rise to neo-liberal tax reform
on the agenda in France and devise an appropriate framework to
explain them.

The Spirit of 1789 and the History of French Taxation

The history of tax reform in France has been more or less
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inspired by the credo of "liberté, egalité, fraternité." At

least this has been true in theory.?®’

¢ The tax system created by

the ancien régime was abolished during the French Revolution.

The principle of equality before taxation was proclaimed by

Article 13 of the 1789 Declaration of the Rights of Man and

Citizen,

"la contribution doit étre également répartie entre tous

les citoyens, en raison de leurs facultés."'®” The Declaration

‘proposed - though never adopted - by M. Robespierre in 1793,

reiterated this sentiment but was explicitly socially

progressive,

Les citoyens dont les revenus n’excédent point ce qui
est necéssaire a leur subsistence, sont dispensés de
contribuer aux dépenses publiques. Les autres doivent
les supporter progressivement, selon 1l’étendue de leur
fortune.!®®

Taxation was to be a means of eroding the privileges and

brotections enjoyed by the upper bourgeois and aristocratic

classes prior to the Revolution (and even some time after).

However, deciding a new tax system posed genuine problems for the

revolutionaries, who while wanting to make French society more

egalitarian, were hostile to any dramatic changes in the economic

organization of French society.

196

197

198

As C. de Brie and P. Charpentier (1973) declare, "pour 1l'opinion,
1’égalité devant 1l’impdét, 1la 3juste répartition de 1la charge
publique...sont reputées fonder le systéme fiscal." (C. de Brie and P.
Charpentier, L‘’Inégalité par 1’Impét, Paris: Editions de Seuil, 1973,
P.9%4).

C. Debbasch and J-M. Pontier, Les Constitutions de la France, (Paris:
Dalloz, 1983).

M. Gauchet, La Révolution des Droits de 1l’Homme, (Paris: Gallimard,
1989), p.329.
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In January 1793, a delegate to the Convention claimed that

the only way to conciliate the twin concerns of maintaining the
structure of society and reducing inequalities was by introducing

progressive direct taxation.!®®

There was an attempt to move away
from the odious indirect taxes, which bore disproportionately on
the poor, to direct taxation. Whereas in 1788, indirect taxes -
i.e. traites, gabelles, aides and droits - represented 43% of the
‘state’s revenues, in 1809 their part had dropped to 23%.
Moreover, the Convention decided to allow the communes to impose
extraordinary taxes on the rich which "would provide for the
needs of numerous families and correct the revolting injustice
between the material abundance of the rich and the excessive
deprivation of the poor."2°° |

The Directory and the Consulate soon put an end to this
practical - and abused - application of tax justice and took the
power to tax away from local governments. The financial cost of
defending the revolution’s gains and spreading its ideals beyond
the borders of France caused the governments of the late 18th
century much concern. They soon reversed the socially
progressive, as well as the decentralizing, aspirations of the
Jacobins. Direct taxes, the so-called "quatre vieilles" - taxe

fonciére on the rental value of property, contribution des portes

et fenétres, contribution des patentes on all non-agricultural

199 G. Ardant, Histoire de 1’Imp8t, Tome II, (Paris: Fayard, 1972), p.189.

200 J. Rivoli, Vive 1/Impdt, (Paris: Editions du Seuil, 1965), p.13. The

translation is mine.
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businesses, contribution mobiliére on the rental value of
residences - created in the 1790s, were intended to iron out the
discrepancies between rich and poor vis-d-vis the tax system as
objectively as possible. This system of taxation, although
undergoing periodic modifications, enjoyed remarkable tenacity
and longevity.

However, even before the turn of the century, indirect taxes
were gradually making a comeback, overturning the revolutionary
tax rationale. They were less painful (in other words, less
visible) than direct taxes and so, less resented, in addition to
being more lucrative. One untiring defender of indirect taxes
was the respected parliamentarian and later first president of
the Third Republic Adolph Thiers, who wrote in 1848,

L’impdt indirect est 1l’impdt des pays avancés en

civilisation tandis que 1’impdt direct est celui des

pays barbares...En un mot, pays pauvre, pays esclave et

impdt direct. Pays riche, pays libre et impdt

indirect.?%

Throughout the course of the 19th century, as the

liberalism/mercantilism of Jean-Baptiste Say (1767-1832),2%

Frederic de Bastiat (1801-50),2%® Joseph Garnier (1813-1881)2° and

201

G. Ardant, Tome II, 1972, op.cit., p.350.

202 The foremost liberal economist in France. He was responsible for

introducing and promoting the ideas of Adam Smith.

203 An eminent and respected economist and parliamentarian who wrote to a

friend in 1848, "Il suffirait pourtant de diminuer les taxes. Simple,
curieux, je verrai le mat de cocagne sans y monter, la liberté y
perira." (quoted from La Grande Encyclopedie, Tome V, Paris: H.
Lamirault & Co., 1947, p.663).

204 A professor at the Ecole des Ponts et Chaussées, editor of the Journal

des Economistes and author of Traité d’économie politique, Eléments de
l1’économie politique (Paris, 1846), which was reprinted ten times and
translated into many different languages. He was an ardent anti-
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Leon Say (1826-96)2% swayed economic policy, indirect taxes were
increasingly relied upon to provide the state with necessary
resources.?® (see Appendix A, Figure 3A).

Successive governments, supported by the bourgeois classes,
sought to limit the imposition of direct taxation. The
‘revolutionary concerns for equality and justice, therefore, had
qﬁickly dissipated and were replaced by class, war and empire.
Indirect taxes, which bore more heavily on the lower and middle
classes than on the upper classes, provided the state with more
than 50% of its total tax receipts by the end of the 19th
century. As Jean Bouvier wrote, "Du point de vue fiscal, 1la
Révolution francaise n’a été qu’un accident. "2’

The Spirit of 1789 Revisited

Gabriel Ardant writes, "Lé systéme fiscal francais du XIXe
siécle était 1l’expression presque parfaite des intéréts d’une
classe... L’ensemble de ce systéme favorisait de facon évidente
la fortune acquise ou en voie de formation et les revenus

élevés.?*® While it may be true that for most of the 19th century,

socialist, believed in free trade and competition, and was opposed to
excessive state intervention in the economy.

208 Grandson of J-B Say, he was an economist and several times Minister of

Finance in the Third Republic. Leon Say was a strong believer in free
trade, low spending and low taxes.

206 For further information on France's liberal economic heritage see, Y.

Breton and M. Lutfalla, eds., L‘’Economie Politique en France au XIXe
Siecle, (Paris: Economica, 1991).

207 J. Bouvier, "Le Systé&me Fiscal Francais du XIXe Siecle"”, in J.Bouvier

and J. Wolff, eds., Deux Siécles de Fiscalité Francaise, XIXe-XXe
Siécle, (Paris: Mouton Editeur, 1973), p.242.

208 G. Ardant, Tome II, 1972, op.cit., pp.350, 353.
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the tax system in France seemed to discriminate in favor of the
bourgeois and upper-bourgeois classes, by the turn of the
twentieth century, attitudes towards the tax system and its many
faults were rapidly changing. The immobilisme which had
characterized the system, and the decision makers, for most of
the 19th century gave way to a more democratic - and more
leftist, if you will - element which not only sought to redress
" the injustices in the system, but also the imbalances which saw
the state collect more than 50% of its revenues in 1881 from
indirect taxes and around 20% from direct taxes.?’® In the last
two decades of the 19th century, democratic elements in French
political life, sought to broaden the debate on the state of
French taxation and called into question long-held assumptions
and habits related to taxation.??

Already, by the end of the Franco-Prussian war many
political leaders were impressed by the need to tap new
resources. The costs of waging this war (and any future war) and
the costs of reconstruction and reparations inspired several tax
reform proposals. In 1872, Leon Gambetta proposed to the
Assembly a general tax on income. Given President Thiers’s
predilection for the current tax regime - which relied on
indirect taxation - the President vigorously resisted the idea,

and managed to persuade supporters and foes alike of the need and

209 T. Gandillot, 1988, op.cit., p.128.

20 The movement of the second half of the nineteenth century saw liberal

and republican parties allying with socialist forces. This phenomenon
was inextricably linked with tax reform (see, G. Ardant, Tome II,
op.cit., p.241).
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efficacy of a special tax on income derived from capital gains.
In 1872 the government brought in the first "income" tax on
income derived from transferable securities.?!!

Gambetta, however, got a second chance when as leader of the
Republican opposition and President of the Commissién du Budget
in the Chamber of Deputies, he proposed a reform of the tax
system in 1877, which would entail the institution of a
‘progressive income tax. He was then confronted by a hostile
President MacMahon and his ultra-conservative cabinet. In
addition, many members of his own Republican group, particularly
the eminent former President, Adolph Thiers - who had called
income tax "le socialisme fiscal" - and conservative elements in
the Senate opposed Gambetta’s reform.

From 1895 some 200 projects on direct taxation were put
forward and subsequently rejected. Then in 1907, the Minister of
Finance, Joseph Caillaux, encouraged by the victory of the
Socialists and Radicals in the 1906 election, tabled his project
for a global income tax (the impét général sur le revenu, IGR)
modeled on the British and Prussian systems.?? It was passed by
the Chamber in 1909. After lengthy debates and much ferocious

resistance from parliamentary forces, especially in the Senate,

s Apparently this tax was first introduced as a projet de loi during the

Second Republic by M. Garnier-Pages who claimed its purpose was less
to raise revenue than to "introduire dans le systéme fiscal les
principes d’équité et de justice distributive qui doivent présider a
nos lois fiscales comme & tous nos actes politiques" {(quoted from G.
Ardant, Tome II, 1973, op.cit., p.371).

212 Caillaux, as Minister of Finance in Waldeck-Rousseau’s cabinet, had

tabled a project for a general income tax in 1900, but it was defeated.
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the project was adopted in 1914. There is no doubt, the forceful
advocacy of the Minister of Finance and a tense international
situation on the eve of World War I contributed to the project’s

213 Moreover, similar efforts in other countries had

adoption.
been underway since the 1890s and developments in those countries
affected the attitudes, positions and policies regarding the
income tax reform.?* Finally, the victory of the parties of the
"left - who had included the creation of a progressive income tax
in their party programs - in the April/May 1914 legislative

elections was a crucial factor in the project’s successful

23 "...que les besoins du réarmement, en attendant ceux de la guerre,

furent le moteur évident des réformes fiscales de cette époque..."
(quoted from G. Ardant, Tome II, 1972, op.cit., p.426).

24 Germany, beginning with Prussia in 1891/93, the U.S. in 1892 - declared

unconstitutional in 1894 - and again in 1909 (the 16th amendment) and
1913, Spain in 1900, Denmark in 1903, the Netherlands in 1892/93,
Austria in 1909, and Britain which had had an income tax - more or less
continuously - since 1799, planned to enhance its progressivity in
1909. G.Ardant (1972, p.425) writes that France, like the U.S., Great
Britain and other countries, was in the habit of closely scrutinizing
tax developments elsewhere: "Toutes ces réalisations avaient é&té
confrontées, comparées, analysées dans une série d’études faites par
des commissions de techniciens ou de parlementaires...en France avec
les grandes enquétes administratives qui servirent de base aux
commissions parlementaires..." Legislation in other countries, tax and
other, was published in the Ministry of Finance’s Bulletin de
Statistique et de Législation Comparée. The influence of external
events prompted M. Cavaignac to argue in 1894, "Lorsque 1l’Etat - ce
qui ressemble bien & du socialisme - préléve le cinquiéme du revenu de
tous les citoyens, on ne peut méconnaitre qu‘il est possible, en
modifiant cette répartition, d’apporter quelque satisfaction a 1la
passion de justice sociale qui agite la nation francaise...Toute
1’Europe est a 1l‘heure actuelle entrainée par ce mouvement.
L’Angleterre développe, & l'heure méme ol je parle, le caractére
progressif de son imp8t sur le revenu. Les Pays Bas ont adopté un
impdt personnel et progressif sur le revenu et sur 1le capital.
Ajoutez-y toute 1l’Allemagne, toute l’Autriche, les cantons suisses"®
(quoted from G. Ardant, Tome II, 1972, p.408). Even Joseph Caillaux,
in 1907, on presentation of his tax reform, told the Chamber of
Deputies, that his ideas had evolved from his research on the subject
(see G. Ardant, Tome II, 1972, p.429)}.
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passage.?!®

Evidently, a number of factors came together to
change the tax agenda in France in the period just prior to World
War I. Perhaps most crucial however were the parts played b§
Caillaux, international developments, and above all politics.?*$

In order not to incite popular opposition, and painlessly
accustom the French people to a new type of imposiﬁion, these
taxes were devised simply, progressively (in the case of the
IGR), at Iqw rates and éaéiiy collected. Not ohiy.wés'thé iGR a‘
new and important means of raising revenue, it also expressed
Caillaux’s concern for "la justice fiscale". In addition to its
progressive features it introduced a system of persénal
allowances which varied depending on family situation. Social
justice and equality, therefore, (re)assumed their places as
guiding principles for tax policy makers and since the early 20th
century have motivated several reforms to the tax system.
Continuity and Change

While the French tax system is notable for its continuity -
several of the main taxes, the "quatre vieilles", and many

excise duties for instance, date back to the 18th century - it

has undergone some significant changes. The IGR and the impdts

ns For this election the Socialists had granted their 1local party

organizations the freedom to cast there vote for republican candidates
(in those races where their own candidates were unlikely to win) who
would offer guarantees "against the danger of war, for secularism and
tax reform" (quoted from G. Ardant, Tome II, 1972, p.406). In the end,
socialists and radicals won over half the seats in the National
Assembly.

2é Another 1law, passed in 1917, created the impbts cédulaires

proportionnels which hit separately seven categories of income. They
replaced the contributions directes and hit salaries (traitements et
salaires), property and other capital income, and agricultural and
commercial profits.
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cédulaires, already mentioned, are two examples. Income tax was

reformed in 1948 and again in 1959 when it became known as the

impét sur le revenu des personnes physiques (IRPP).*7 With the

demise of the Fourth Republic and the‘ohset of the Fifth, reform

of France’s tax system was among a number of reforms the new

Gaullist government foresaw. The Rueff Committee Report of

December 1958 intended to make tax reform "one of the chief means

‘of rehabilitating France’s economic institutions.

n218  The new

IRPP abolished the duality of the old IGR and impdts

cédulaires.?® It was a global progressive income tax which took

family situation into account.??° It also sought to equalize the

tax burden of different categories of taxpayers, who for one

217

218

219

220

Impdt sur le revenu (IR) from 1971.

"Report on the Financial Situation in France" with an introduction by
Jacques Rueff, distributed by the United States Council of the
International Chamber of Commerce, (New York: 1959). This committee
was set up under Jacques Rueff in September 1958 and was responsible
for examining the financial situation of France.

From 1948 the former was known as the impdt sur les personnes physiques
which consisted of a surtaxe progressive (a revised IGR with varying
rates applied proportionally and the quotient familial, which reduced
the amount of taxes owed depending on family situation) and the taxe
proportionnelle. The taxe proportionelle was a modified version of the
old impbts cédulaires, which treated traitements and salaires more
favorably than other income - these income sources enjoyed a 5%
reduction in taxes, and continued to do so from 1959, when the taxe
proportionnelle became the taxe complémentaire, until 1970.

The IRPP was imposed at 8 rates varying from 5% to 65% (previously 10-
70%) and by 1965 represented 17% of total tax receipts. While the 1959
reform had the effect of slowing the progression of the income tax
burden initially, between 1963 and 1969, revenues from this tax
outpaced the growth in gdp. From 1959 to 1969 income tax revenue
increased more than three and a half times while gdp grew only slightly
more than two and a half times. As a percentage of gdp, prélévements
obligatoires (the tax burden) rose from 35.4% in 1959 to 38.1% in 1965
to 37.8% in 1967 to 38.5% in 1969. Another feature of the income tax
system was the failure by government to index tax brackets fully with
the increase in prices. While between 1959 and 1968 prices rose more
than 37%, tax brackets were raised only between 20% and 28%. The
first bracket was raised only 13.6% over this period (see, J-Y. Nizet,
Fiscalité, Economie et Politique, L’'Impbt en France, 1945-1990, Paris:
LGDJ, 1991, pp.178-9).
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reason or another experienced gross differences in their relative
tax positions - a demand instigated in part by the Poujadiste
movement which surfaced in the mid-1950s.%*

Apart from the desire to rejuvenate the French economy,
another factor influencing the 1959 reforms was the desire to
conform the structure of French income taxation with the systems
operating in other Common Market countries. As a French Ministry
"of Finance document declared,

...Finally the European Economic Community requires

that the tax structure of our country be comparable to

that of competing nations. A tax reform should be the

occasion of a harmonization of the principal aspects of

the legislation and not the pretext for the

establishment of a tax moat.???

Membership of the European Economic Community (now European
Union) had implications concerning the future structure of the
French tax system, as articles 9-27, 95-100 of the Treaty of Rome
and various subsequent Council directives, explicitly or
implicitly, committed Community members to harmonize their tax
systems, especially their systems of customs dutgies and indirect
taxation, including value added taxes. Moreover, with the
exposure to a wider market, entailed by membership of the
Community, French policy makers were concerned about adapting the

tax system in order to ensure the competitiveness of French

industry and prevent capital from seeking more attractive

2 See: G. Tournié, La Politique Fiscale sous la 5e République, (Toulouse:

Privat, 1985, 1985), pp.83-84; G. Ardant, Tome II, op.cit., pp.641-669;
or for a full account of the Poujadist phenomenon see Stanley Hoffmann,
Le Mouvement Poujade, (Paris: A. Colin, 1956).

222 "La Réforme Fiscale", Statistiques et Etudes Financidres, no.136, Avril

1960, p.349. The translation is mine.
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locations.

The same reforming spirit which had captured the first
government of the Fifth Republic and led to the reform of income
tax in 1959 was responsible for the planned reform of local
taxation. An ordinance issued in January 1959 decided the future
reform of local taxation which would entail a reassessment of
property Qalues in order to establish a more accurate tax base.
"This reform would not only "modernize" local taxes, but was meant
to effect a fundamental restructuring of local government

finance.?%

However, this was very much a long term project which
did not come to fruition until the 1970s.

Over the course of many years, local governments had assumed
exclusive reponsibility for a business tax (patente), residence
and property taxes (contribution mobiliére, contributions
fonciéres)?** - the decendants of the "quatre vieilles". As the
state increasingly became aware of the anachronistic and unjust

character of these taxes and diminished their part in the state’s

tax take, local governments "adopted" them.?? The 1959

2 The Rueff Committee report proposed the "planned modernization of the

system of direct taxation by local communities, which is no 1longer
adapted to present economic conditions” ("Report on the Financial
Situation in France", op.cit., p.29).

224 There were two taxes foncieres, one on constructed property the other

on non-constructed property.

225 Local governments came increasingly to rely on these and other taxes.

In 1961, taxes provided local governments with resources worth FF9.2
billion which ballooned to FF45.5 billion in 1974. Further evidence
of the explosion of local taxes is provided by their part in total
taxation: 9.3% in 1959 and 11.6% in 1983. For an in depth study of the
system of local taxation see, Jacques Sylvain-Klein, L‘’Explosion des
Impéts Locaux, Notes & Etudes Documentaires, (Paris: La Documentation
Francaise, 1986).
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recommendations for reform of local taxation were based on
earlier proposals put forward by another committee studying the
issue in 1952.%?® However, it wasn’t until the 1970s that any
substantive reform was enacted: property values were reassessed
at 1970 prices and made effective from 1974; the taxe
d’habitation (a furnished dwelling tax) and the taxes fonciéres
des propriétés bities/non bidties (developed and undeveloped
‘property taxes) replaced respectively the old contributions
mobiliéres and fonciéres from 1974 without really changing very
much . ???

In 1975 a more fundamental reform took place when the taxe
professionnelle (TP) was created in place of the old patente. The
taxe professionnelle is a trade/business ﬁax levied locally. It
was - like the old patente - based on the rental value of the
premises occupied by the business. However, the rental value of
the plant and equipment used in a business is also taken into
account. But in terms of labor, rather than hitting the number

~employed and their pfoductive capacity as was the case with the
patente, the TP was applied to salaries - one-fifth of the
salaries and wages paid by the business or if companies had under
five employees, it was applied to receipts. The TP resulted in
lowering by 50% the burden of the former patente on 1,400,000

small businesses, while increasing it by between 30-500% for

226 See, J. Sylvain-Klein, op.cit.

227 For a detailed description of these and other taxes mentioned see: J-Y.

Nizet, op.cit.; J. Sylvain-Klein, op.cit.
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500,000 others. However, the tax was so poorly devised and
implemented, and hence so much resented, that between 1976 and
1988 several "reforms" were deemed necessary.??®

In 1959, corporate income taxation (impét sur les sociétés,
IS) was also reformed.?** However, the main recommendations
emanating from the Rueff Report on company taxation involved a
mitigated attack on the numerous special exemptions accorded to
businesses, agriculture and other "private interests" by the tax
system.

French finance is honeycombed with special exceptions

and exemptions. The burgeoning of exemptions results

from the surrender of public authorities to pressure

from private interests, always in the guise of the

public interest.?**
Consequently, the Rueff Report recommended many of the exemptions
be discontinued. It also recommended an increase in the IS rate
to 50% from 47.6%. The December 1959 tax law permitted companies
to revalue their capital assets, investments and bad debts and

employ degressive amortizations over five years - a form of

accelerated depreciation - on plant and capital purchases,

228 For example, between 1976 and 1985 the TP was "reformed" 7 times.

Several of the interviewees commented on the much maligned tax. For
instance, Philippe Lagayette maintained, "Les entreprises ont
furieusement protesté contre la taxe professionnelle... parce que cette
réforme avait été malfaite." (P. Lagayette, interview in Paris, France,
May 20, 1992). Also Patrick Careil commented, "... la réforme de 1975
sur la taxe professionnelle avait complétement &choué et elle avait
entrainé des mouvements et des protestations violentes..." (P. Careil,
interview in Paris, France, May 25, 1992). Beginning his commentary
on the TP, Raymond Barre exclaimed, "C'’était la pire des stupidités..."
(Raymond Barre, interview in Paris, France, June 2, 1992).

229 The impét sur les sociétés was first created in 1948 and taxed all

corporate profits regardless of origin or nature and reemerged more or
less intact from the 1959 reform, but at a rate of 50% (previously
47.6%) as suggested by the Rueff Report.

230 "Report on the Financial Situation of France", op.cit., p.15.
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instead of the old linear method. This reform was deemed
necessary and expedient for two main reasons. Firstly, inflation
had eroded the value and efficiency of the old system. Secondly,
degressive amortizations deducted from company profits was
practiced by other Common Market countries.

Indirect taxes were reformed chiefly through the institution
of a tax on business transactions in 1920 called the taxe
'générale sur les affaires (TGA). 'Complaints from consumers,
exporters, merchants and economists led to the TGA’s reform in
1925 transforming it into a single tax hitting a product only
once, instead of at every stage of transaction. Several other
modifications in 1936 and 1948 preceded the institution in 1954
of a value added tax (VAT), the brainchild of Maurice Lauré. The
VAT would permit a greater degree of control, from an
administrative point of view. It was applied at each transaction
stage to the difference between sale and purchase. Each producer
could deduct from his tax the tax that he paid at the previous
stage - the tax that was part of his invoice. The Rueff Report
recommended reform of VAT entailing reducing its complexity and
the multiplicity of its rates, and its application to a variety
of goods then enjoying exempt status.®*! A modified version of
the Rueff recommendations was adopted in the loi de finances for
1959.

Beginning in the 1960s, right up to the late 1980s, VAT has

been gradually extended to a wider range of products and

a1 The Report suggested four rates instead of seven.



142
activities, and its rates modified.?*? These reforms were
impelled by concerns for economic regulation, revenue raising,
social justice and alternatively, levelling the playing field,
and, of course, the Common Market.

Succession and gift taxes (droits de succession and taxe
spéciale sur les biens transmis & titre gratuit) were also
reformed by the December 1959 tax law. Prior to 1959, upon
‘death, two taxes applied, a succession tax and an estate tax.
This system was abolished in favor of one succession tax at new
rates levied on the ahount received by each beneficiary, with
large reductions in the rates applied to transfers between
spouses or in the direct line of descendants.?®

The 1960s witnessed a few important reforms.?** Some of
these reforms had been envisaged by the Rueff Report or the later
Rueff-Armand Report.?*® Others were hatched by planners, civil
servants in the tax administration, or they originated in the
political milieu. The reforms were guided by concerns for

greater equality and social justice, as well as increasing

For example, VAT was increased in December 1968 from rates of 6%, 13%,
16.66%, and 20% to 7%, 15%, 19%, and 25%; beginning in 1968 VAT was
extended to trade, services and artisanal sectors. More will be said
on VAT reforms later.

233 Before 1959 succession tax was levied at rates of 20%, 25% or 30%.

After, the rates were changed to between 5% and 15%.

2 For example, the 1963 reform of taxation of individuals’ capital gains

realized through real estate/immovable property transactions; the 1965
reform of company taxation; the 1966 and 1968 reforms of VAT; also see
J-Y. Nizet, op.cit., pp.161+.

28 The Rueff-Armand Report is otherwise known as the Rapport sur les

Obstacles & l’Expansion Economique, published in July 1960 (Paris: La
Documentation Francaise).
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revenue. Modernizing was also a persistent theme with policy
makers throughout the decade of the 1960s.

The early governments of the new Fifth Republic saw the need
to bring the tax system up to date in order to adapt it to
changing social and economic circumstances and to meet the

growing revenue needs of the state.?*

With the growing
competition between France and its European Community partners
‘and between the E.E.C. and the United States, the tax reforms of
the 1960s and 1970s were concerned with making French enterprises
more competitive in the European and world markets. This had the
effect of shifting the burden from enterprises onto income
earners and consumers. As Dominique de la Martinére, a former
Chef de Service de la Législation Fiscale and Directeur Général
des Impdts told students at the Ecole Supérieure des Sciences
Economiques et Commerciales in February 1968,

...au cours des derniéres années de nombreux

changements sont intervenus. Pour l’essentiel, la

politique fiscale s’est résumée en un transfert massif

et nécessaire de charges fiscales au profit de

l’entreprise et aux dépens des particuliers, des

personnes physiques ou des consommateurs.?¥’
Indeed, throughout the 1960s personal income tax evolved much

more rapidly and at a higher rate than the growth in gdp compared

with the IS, which throughout the 1960s grew less rapidly than

236 As Mr. Valéry Giscard d’Estaing, then a Secretary of State for the
Budget, said in the National Assembly in March 1961, "Nous entendons
faire de 1la fiscalité une arme nouvelle dans la 1lutte pour 1la
modernisation et l’expansion économique." (quoted from M. Redjah and
J. Rodrigue, Pourquoi Nous Payons Trop d’Impdéts: La Fiscalité
Giscardienne, Paris: Editions Sociales, 1976).

237

Quoted from J-Y. Nizet, op.cit., p.156.
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gdp.

The reforming process called forth new problems requiring
urgent attention. With the "unification" of income taxes
(surtaxe progressive and taxe proportionelle), the inequality
between various categories of taxpayers became even more evident.
New questions emerged to trouble reformers as well as taxpayers.
For example, should all revenue be treated and taxed identically?
Should all taxpayers, regardless of income sources, be treated
equally? An illustration of the diécrimination practiced by the
French tax authorities was the favorable treatment which
continued to be given to salaried workers - who accounted for
11.5 million out of 15 million taxpaying households: as opposed
to other income earners, this category of taxpayers could deduct
10% of their income from tax (justified by virtue of the
professional fees incurred by this category) or deduct the actual
fees from taxes. They furthermore benefitted from an exemption
of 20% (l’abattement de 20% sur le impdt sur le revenu). And
until 1970, they enjoyed a tax reduction‘of 5% of their salaries.
This privileged treatment incited resentment and complaints of
unequal treatment before the law by other categories of
taxpayers, i.e. the self-employed, artisans, liberal professions
and small merchants. With the help of new institutions like the

Conseil des Impdts,?*® the government spent much time and effort

238 The Conseil des Impdts was created in 1971 and is an arm of the Cour

des Comptes. It is comprised of eleven members who regularly examine
the operation of the tax system and its effects, economic and social.
Periodically and at the request of the Finance Minister, the Conseil
publishes reports on the feasibility of certain tax proposals and
problems with the system.
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during the 1970s, redressing this discriminatory regime - a
renewed policy, "& revenu égal, impdt égal", was launched.

In any event, as in most other western industrialized
countries, growing state intervention, and the consequent
"adaptation" and "modernization" of the tax system, had serious
implications for the tax burden. Over the 14 years from 1949 to
1963, prélévements obligatoires rose from 28% to around 35% as a
‘percentage of gross national product. Apparently, however, this
rise in the tax burden was of minimal concern as long as the
economy, standards of living and personalydisposable incomes
continued to enjoy buoyant growth, which they did, during a
period which has come to be known as the "trentes glorieuses" -
the thirty years of the French economic miracle.

Taxes by Another Name

So far, discussion has centered on certain major taxes,
direct and indirect, that comprise a large part of the French tax
system. But these make up only a part of the total tax burden.
There exist other taxes‘wﬁich are not directly politically
devised and controlled - these taxes form what the French call
"parafiscalité".?*® These include the myriad social charges -
taxation by another name - which have cropped up since the end of

World War II. The assumption by the state of various welfare

activities has brought important changes to the French tax

20 They are "percues dans un intérét économique ou social au profit d’une

personne morale de droit public ou privé autre que 1l’Etat, les
collectivités territoriales et leurs etablissements publics
administratifs (Ordinnance of January 2, 1959, art.4, line 3).
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system.

The cotisations sociales (social charges), a relatively
recent feature of the French tax system, are theoretically tied
to specific welfare benefits provided by the state. For example
the cotisation maladie corresponds to health care benefits; the
cotisation vieillesse, retirement pensions.®° The general regime
provides sickness insurance, maternity insurance, old-age pension
"insurance and, death and surviVOrs”inSurance; ‘Separate regimes
exist for family allowances and workers compensation (i.e.
unemployment) .

Social charges, or cotisations sociales, are levied on
employers and employees, up to a certain level of salary/income.
These 20th century social taxes, like those taxes already
mentioned above, have had the effect of casting the net more
widely, and some would say, more equitably, thereby imposing on a
very broad base of taxpayers. Their contributions help pay for
the various social welfare schemes. These schemes are semi-
autonomously supervised by the social partners - i.e. employers,
employees, professional associations, Chambers of Commerce etc. -
who more or less freely determine the rates, collect the
contributions and manage the funds. The cotisations sociales,
with a few exceptions do not come under parliamentary scrutiny.

In the post-war period social charges have grown to represent an

240 For more information on the French social security system and its

financing see: J-Y. Nizet, op.cit.; T. Gandillot, op.cit., ch.10; S.
Shaughnessy, op.cit.; J. Berzia, Le Régime Général de la Sécurité
Sociale, (Paris: J. Delmas et Cie., 1986).
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ever larger share of the total tax burden (see Appendix A, Figure
4A7) .**! In the 1980s they ranged between 18-20% of the total tax
burden as a percentage of gdp.

The other form of parafiscalité is comprised of numerous
extra-statal taxes devised by various organizations and
associations in conjunction with the tax administration and
applied to limited groups and selected activities - usually
‘members who use the services offered by those organizations and

associations.%?

Generally these taxes are imposed on
transactions of particular products, i.e. books, watches etc.
with the proceeds directed towards an organization set up to
encourage the particular activity or trade in question.??® These
taxes are voted by Parliament, but may be imposed by decree
issuing from the Council of State (Conseil d’Etat) at the urging
of the Ministry of Finance and the particular ministry concerned
with that particular area.

Two other areas of indirect taxation which contribute
sizeable sums to the French fisc include excise duties, and much

less significantly, customs duties. As already mentioned

earlier, French governments have had a predilection for indirect

4 As the welfare state has grown, so too have cotisations sociales. These

have risen from 7.6% of national income in 1950 to 11.6% in 1954 to
close to 20% in 1969.

242 A list of taxes parafiscales is included in every loi de finances; for

example, see, Journal Officiel, Débats, Assemblée Nationale, no.102,
13 Novembre 1979.

243 For further information see, Harvard Law School International Tax

Program, Taxation in France, World Tax Series, (Chicago: Commerce
Clearing House, Inc., 1966), pp.260-2.
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taxes (on the balance of taxation, see Appendix A, Figure 5A).
Traditionally, taxes on particular goods and services, like
tobacco and alcohol, and more recently gasoline and automobiles
have been relied upon to bring in much needed revenue. From the
mid-1980s, French governments introduced tax reforms that were
largely revenue neutral. For example, while lowering income
taxes on one side, they were raising excise taxes on the other.

'France is a country which has long protected its domestic
industries from foreign competition. It has done this largely
through the erection of high tariff barriers. Therefore, customs
duties contributed a significant portion of total government tax
receipts. However, since World War II, France’s membership of
GATT (now World Trade Organization) and the E.E.C. (now European
Union), receipts from customs duties have fallen as tariff
reductions have been agreed. Today the relative contribution of

customs duties to government tax revenues is one of the lowest in

the world.?*
Conclusion I

This review of the history of French taxation has provided
not only a glimpse of the nature and structure of French
taxation, but also some insight into the complex of factors‘that,
driven by a political dynamic, combined to contribute to the
evolution of the system. Of course, this‘brief review does not

exhaust the number and variety of taxes that make up the total

244 Ibid., p.236. In 1989, customs receipts, along with the taxe
intérieure sur les produits pétroliers (TIPP) and VAT collected by
customs, represented around FF300,000 million.
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tax burden in France, but those diécussed are among the most
significant contributors to the fisc. Moreover, with the
exception of some, the above mentioned taxes will be the focus of
the forthcoming discussion of the evolution of tax reform in
France in the 1980s.

Some of the taxes examined have long roots in French
political and economic history. Others are more recent vestiges
of proximate political, and to a lesser extent, economic choices.
While the French tax system has evolved largely without major
transformation in the last 200 years or so, perhaps emphasizing
the constraints imposed by political culture or inertia, there
have been some noteworthy changes. As will be shown, during the
1980s the French tax system and attitudes towards it did undergo
important changes, although perhaps not on the same scale
witnessed in other countries like the United States and Great
Britain.

It is essential to appreciate the shape and evolution of the
French tax system before attempting to describe and explain the
policy changes which took place in the 1980s. Tax policy change
is unlikely the result of a ’‘clean slate’ consideration of
optimal taxation. The policy inheritance exercises an important
contraint on policy makers and is not easily ignored. 1In the
absence.of a clean slate reform, therefore, an examination of the
evolving state of French taxation will provide an important
marker in the evaluation of tax reform in the 1980s, and at the

very least a convenient reference source for the reader.
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An examination of tax reform in the 1980s will be preceded
however by a brief discussion of the institutional environment
relevant to tax policy making. This exercise is necessary, if
only to familiarize the reader with the important players in the
tax policy process and further our understanding of the roles
played by certain actors and institutions in that process and how
they interact to produce tax policy. 1In the course of this
review, the reader will be briefly acquainted with some important
features of the neo-liberal tax reforms of the 1980s, which will
be more fully discussed in subsequent sections.
The French Approach to Tax Reform

An array of actors and institutions comprise the tax policy
process in France. Some are critical to the process, others are
marginal. This discussion will not attempt to survey all of
them, in the interest of time and space. However, the most
important will surely come under the purview of this effort.
Even among those examined, tax policy making (including tax=
policy-influencing) actors and institutions reflect a varié&y of
skills, qualities and contributions that help to give shape to
the French tax code. We will begin by looking at the Plan, which
has played such a major role in the political economy of France.
We will consider ité economic policy role and its tax policy
role. This will be followed by a brief look at other
governmental and societal institutions, groups and individuals
that have a stake in the tax policy process, such as Parliament,

the executive, European institutions. By analyzing the
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institutional environment in which tax policy is made we will be
better equipped to conduct discourse on the subject of French tax
reform in the 1980s.

* The Plan and the Economy

French economic policy in the post-war period has emphasized
industrial modernization and economic growth. Since the end of
World War II successive governments extended the state’s control
‘over key sectors of the economy: banking, coal, steel,
shipbuilding, chemicals, information technology etc.. In order to
promote the goals of modernization and growth, several
institutions were created at the outset of the Fourth Republic,
i.e. the Planning Commissariat, the Economic and Social Council,
INSEE, and ENA among others.?*®* The French government, armed with
new institutional capabilities and financial resources (i.e.
Marshall Aid and private American financial assistance), pursued
dirigiste policies of Keynesian-inspired economic growth and
expansion of public services. Major elements of the new strategy
included a system of regulatory controls - price, credit,
exchange - nationalizations of basic and not-so-basic industries,
as well as a large part of the financial sector, support of the

franc and French exports, and a highly developed system of

243 For a discussion of French economic policy making institutions see: C.

Stoffaes, Politique Economique de la France, (Paris: Institut d‘Etudes
Politiques, 1982); W.A. Spivey, Economic Policy in France 1976-81, (Ann
Arbor: University of Michigan, 1982); S. Estrin and P. Holmes, French
Planning in Theory and Practice, (London: Allen and Unwin, 1983); J.
Fourastié and J. Courthéoux, La Planification Economique en France,

(Paris: Presses Universitaires de France, 1968); P. Cerny and M.
Schain, eds., 1985, op.cit; P. Hall, 1986, op.cit.; V. Lauber, The
Political Economy of France, {New York: Praeger, 1983).; G. Tournié,

op.cit.
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planning which pulled all these elements together.¢

The planning process, headed by the Commissariat Général du
Plan, involved the participation and contribution of other
governmental bodies like, INSEE, the government’s economic
research and statistical arm, the Ministry of Finance and the so-
called Modernization Commissions comprised of business leaders,
trade unionists, academics and experts to discuss problems and

recommend solutions.?'?

Following its consultations with the
government, the planning staff integrates the reports and
recommendations from the various commissions and then submits a
statement of options to the Economic and Social Council and the
National Assembly for debate. It is then formalized into a final
plan and again given to the Economic and Social Council for
comment and to the National Assembly for approval.

In the early Plans, targets for investment and output for
various sectors of the economy wereAdetermined and projections
for each year of the Plan estimated. As the 1960s progressed,
social themes and concerns for improving the quality of life were
figured into the Plans. While economic gfowth and the twin

trends of urbanization and industrialization were transforming

the socio-economic fabric of the country, new problems were

26 P. Cerny, "From Dirigisme to Deregulation? The Case of Financial

Markets" in Paul Godt, ed., Policy Making in France, (London: Pinter
Publishers, 1989), p.144.

7 Trade unionists have traditionally been hostile to the planning process

seeing in it little benefit (see e.g., P. Hall, 1986, ch.6). The
Confédération Général du Travail (CGT) and the Force Ouvriére (FO) in
particular, have regularly abstained from participating on planning
commissions.
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emerging that the government was obliged to address. The Plans
"de modernisation et d’équipement" became the Plans "de
développement économique et social."

The importance of planning was not so much in the policies
themselves, which in later years were of questionable importance,
but in its concertation and coordination of various actors with
the objective of achieving a consensus on the framework and
"direction of economic policy.

The normalization of concertation is perhaps the

biggest claim for the Plan, and its effect is most

difficult to assess. Certainly, in the 1950s the

planners were breaking new ground in this respect, and

by the 1980s consultations with the social partners had

become part of the ordinary policy-making process in

most ministries, agencies and local governments.?%®
Tax policy making is, to some extent, a part of this concertative
planning process. Among other things, planning is a means by
which the government can ’‘test the waters’ for its own proposals
and consider the needs and demands of socio-economic groups, on
whose expertise and cooperation the government relies for
developing and implementing policy.

* Tax and the Plan

L’intégration de la fiscalité dans les expériences

francaises de planification est significative de 1la

place dévolue a la variable impdt dans la macro-

économie appliquée de moyen terme.?*?

The planning process provided an important arena for tax policy

248 C. Stoffaes, "Industrial Policy and the State, from Industry to
Enterprise", in Paul Godt, ed., 1989, op.cit., p.138.

29 B. Bobe and P. Llau, Fiscalité et Choix Economiques, (Paris: Calmann-

Levy, 1978), p.190.
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making. However, generally, it was the economics of taxation
rather than the politics which preoccupied the planners. In
other words, taxation, was above all a tool of economic
management. The social and political implications were not the
concern of the planners.

As far as Jean Rivoli?®*°® was concerned, there was, at the
height of the Plan’s prestige, little worth criticizing as long
as the tax system was conceived and applied as an effective means
of realizing the Plan’s goals. 1In examining some of the tax
reforms or adjustments considered or legislated in the short life
of the Fifth Republic (Rivoli was writing in 1964), Rivoli saw
the hand of politics at work, which he deemed less efficient and
rational than those reforms which adhered to strict economic
criteria.®! If any reform were to be undertaken, the primary
criterion must be the success of the Plan. Other criteria were
certainly worth considering - i.e. increasing state revenues,
reducing the tax burden, harmonization of tax regimes in the
E.E.C. - in order to make the system as painless and acceptable
as possible. Nonetheless, "...en faisant du Plan le critére
prioritaire de toute réforme fiscale, on n’élude aucun probléme:
simplement, on remet chacun & sa place véritable."?5?

Consequently, tax reform in the post-war period has largely

250 Jean Rivoli is the pseudonym given to the author(s) of a series of

books published by Editions du Seuil whose provenance was the Finance
Ministry, rue de Rivoli.

281 See, J. Rivoli, op.cit.

252

Ibid., p.121.
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been characterized by periodic modifications to the tax code
intended to incite particular forms of behavior with respect to
consumption, investment and production, three chief areas of
concern for the planners. While Rivoli acknowledged other
objectives, i.e. political, health and most importantly the
reduction of inequalities, - which themselves had indirect
effects on the economy - the fulfilment of economic objectives
‘decided by politicians, planners and social partners was the
principal determining factor.

During the preparation of a plan, a working group on
taxation (known as the Groupe Fiscalité) is set up and meets for
about a two year period. The participants include government
officials, business representatives, trade unionists, academics
and tax experts. These participants raise and discuss various
tax questions and strive to formulate a coherent policy. ‘This
Groupe Fiscalité is part.of the Commissariat’s Finance Committee.
It has primary responsibility for assessing the current
situation, addressing problems and making recommendations.?"3
Theoretically, the work of the Fiscal Group has only a purely
consultative value. By no means ié its work automatically or
completely incorporated into the Plan.

Ils constituent pour le gouvernement et les différents

agents du développement économique et social une source
d’information et un guide précieux pour l’action.?®*

283 Though it doesn’t have exclusive responsibility, as other groups and

committees, i.e. agriculture, deal with fiscal questions also.

254 Rapports des Comités du 6e Plan 1971-1975, Rapport du Groupe Fiscalité,

Comité du Financement, Commissariat Général du Plan, (Paris: La
Documentation Francaise, 1971), p.3.
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Even the members of the Fiscal Group themselves acknowledge their
work as a "source of information" and a "guide" for action.

Parallel with this group, the Modernization Commissions -
like the commission d’habitation and the commission d’agriculture
- can also deal with questions of taxation related to their
specific areas. In fact, as Christophe Heckly (1987) writes,
such fiscal concertation has a much bigger practical scope - "une
plus grande portée pratique" - than one is led to believe given
the emphasis on consultation.?*® Many groups and individuals
have, or feel they have, a stake in the tax policy making
process. In France, official means of participating exist which
enable a variety of actors and interests to express their
preferences. Such concertation serves the interests of both
government policy makers and concerned groups.

One of the first tasks of the planners with respect to
taxation was to determine, given current legislation, how much
revenue and savings would be available to finance the Plan’s
programs. The planners would calculate, based on various
equations, the amount of revenue, from all sources, necessary to
fulfill the Plan’s production, consumption and investment

goals.?*¢

Not only was the amount of tax revenues determined
given existing legislation and calculations based on various

economic scenarios assuming certain behavior on the part of

255

C. Heckly, op.cit., p.252.

26 For more information see, B. Bobe and P. Llau, 1978, op.cit., pp.190-

207.
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businesses, households and the administration, but also the
amount required from certain types of taxes necessary to realize
the objectives of the Plan.

Planners could and did make suggestions for modifications to
the tax code in order so that they might obtain the required
revenues, but rarely did they cut, abolish or create taxes. More
than anything else, they were tinkerers rather than reformers.
Because of their concern with rates of investment and savings,
the planners were responsible for a slew of measures which
supported and accelerated the accumulation of capital
contributing to the financing of public as well as private sector
activities. Their contributions, however, are far from
insignificant and many of the suggestions made concerning tax and
published in the Plan, have become government policy.?’

The Fiscal Group, in its preparatory work for the Sixth Plan
1970-75, recommended a gradual reduction in the 23% VAT rate to
the intermediate rate of 17.6%. And in the preparation for the
Seventh Plan 1975-81, the planners called for a reduction of VAT.
The government eventﬁally adopted this policy and adjusted
downward the normal rate of 23% to 20%, and the lower rate from
7.5% to 7% on January 1, 1973. Under Raymond Barre, the normal
rate of 20% was merged with the 17.6% intermediate rate on
January 1, 1977. The reasoning behind these similar moves by two

different governments and in two different economic contexts was

257

Heckly (1987, p.252) claims that almost all the recommendations made
by business interests participating in the Fiscal Group for the Fifth
Plan were in fact legislated by the government between 1965 and 1970.
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twofold: 1) the tendential rapprochement of French VAT rates with
those of its Common Market partners; 2) the desire to dampen
inflationary pressures in the economy. How much of an impact the
decisions of the planners had on the governmental decision agenda
is hard to say. Neither proposal was exclusive to the planners.
Consequently, no causal nexus can be definitively established.
But one can assert the likelihood, at least, that the planners’
preferences did have some effect.

There exist a number of other official and semi-official
bodies that contribute to the planning process and play a part in
tax policy making. Another aspect of the planning process
involves the activities of the Economic and Social Council and
its impact on the tax policy making process. The Economic and
Social Council is another arena for the discussion of tax
questions and the promotion of policies dear to the various
actors that participate on the Council.?*® The debates, hearings
and reports of the Council and its review of government
legislation offers another means for societal actors and
government officials to come together in a cooperative dialogue.
The Council, again, gives the government the opportunity to
canvass for new ideas as well as "test the water" for its own
proposals.

Another tax policy making arena, rather independent of the

planning process, is the fiscal committee of the Mission

58 Georges Egret identified the Economic and Social Council as an

occasional source of tax ideas and a useful sounding-board for the
government (Georges Egret, interview in Paris, France, May 7, 1992).
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d’'organisation administrative, created in 1971.%*°® Located at 10
rue d’'Anjou, where the fiscal service of the Conseil National du
Patronat Francais (CNPF) has its offices, the committee is
composed of various business leaders, accountants, tax advisers
and civil servants. 1Its primary purpose is to offer the
participants of the group a permanent dialogue between business
interests and the civil service, especially with regards to the
implementation phase of tax legislation.

At the end of this apparently loosely coordinated
concertative process the Plan is drawn up. Once the Plan is
approved by the Economic and Social Council and finally by
Parliament, it is up to the Ministry of Finance and its tax
administration services, the Direction Générale des Impdts (DGI)
and the Service de la Législation Fiscale (SLF) to define the tax
measures necessary to achieve the Plan’s and the government’s
goals.

Since the mid-1970s, however, as implied earlier in this
discussion on the role of the Plan in the tax policy making
process, planning has played a much less important role, despite
all the intentions to revive it during the early 1980s under the

Socialists.?® The importance of the Plan in French economic

259 For further information see, C. Heckly, 1987, op.cit., p.253.

260 P. Hall (1986, ch.7) writes of the "evisceration of planning" which,
made necessary by changes in the international and domestic economies,
was not an accidental phenomenon, but a strategic and philosophical
decision made during the septennat of Valéry Giscard d’'Estaing. For
political reasons, as well as economic, it was acknowledged that the
state had to de-responsibilize itself from the planning and management
of the economy over which it seemed to have less and less control. A
concious effort was made, therefore, to reduce the dependency of French
industry on the state for economic resources and direction. The idea
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decision making was eroded for a number of reasons, among which:
economic conjuncture, a growing predilection for the free market
and the hostility and jurisdictional jealousies of other
governmental and ndn-governmental institutions, i.e. the Budget
Ministry and the trade unions.?®! Government tax policy continues
to be guided by the planners, to some extent, and indeed some new
ideas have "bubbled-up" from the planning process and found a
‘place on the governmental agenda. But with increasing economic
uncertainty and the breakdown of the consensus progressiste - of
which more will be said later - tax policy making became subject
more to short term concerns and political instincts than economic
rationality and cooperative dialogue.

* The Role of Parliament

Parliament has a much reduced role in the tax policy making
process compared to its Third and Fourth Republic counterparts.
In another comparison, it’s role is more akin to that played by
its British counterpart, as opposed to the American. With
decision making power focused in the government, legislators, in
most circumstances, are compelled to play "second fiddle". That
is generally the nature of a semi-presidential regime such as .
exists in France.

The removal of financial powers from the hands of the

sovereign was one of the first real manifestations of democracy.

was to free the economy and thus shift the burden of responsibility
away from the state.

261 For an informed and well-conceiveg explanation of the decline of French

planning see, P. Hall, 1986, op.cit.
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As early as the revolutionary Constituent Assembly, the
legislature was responsible for voting tax and expenditure
legislation. Although even during the Bourbon monarchy, the
representative body, the Etats Généraux, possessed the authority
to refuse or approve tax measures decided by the King or his
ministers. However, this had little practical effect as the King
often arrogated tax policy making.

The Charter of 1814 conferred on the National Assembly
responsibilitity for voting tax legislation. According to
article 48, "Aucun impdt ne peut étre établi ni percu s’il n’a
pas été voté par les deux chambres et sanctionné par le roi."
With the exception of occasional absolutist interludes,
Parliament’s supremacy with regard to taxing and spending matters
was unquestioned until the advent of the Fifth Republic.

Under the Third and Fourth Republics little power was
accorded to the President and his government. Governments were
usually made up of a coalition of various parties which were more
beholden to their own parliamentary groups than to the President
‘or prime minister. The government, MPs and the President (in the
Third Republic) had the "initiative des lois". Under the Fourth
Republic particularly, the government was constrained from
proposing laws whose intent was to diminish receipts or to create
expenditure (article 14 of the 4th Republic’s constitution).
Deputies possessed the "initiative des dépenses" (article 17) and
the National Assembly was to review and vote the budget (article

16). If and when the government proposed new tax measures, these



162
usually reflected the position of one or more parliamentary
group(s), and if not, they were certain to meet defeat or worse,
could even threaten a government’s stability.

In practice much government legislation was decided in
parliamentary committees. During the Third and Fourth Republics
parliamentary committees were "virtual counterministries,
sufficiently powerful and knowledgeable to kill or to maim the
government’s legislative proposals and to keep the ministers in
mortal fear for their political lives."?%? While many committees
were authorized by the governments of the Fourth Republic to
examine the issue of tax reform, little was in fact accomplished
with the outstanding exceptions of the income tax reforms of 1948
and the introduction of VAT in 1954.

During the Fifth Republic, the use of committees
(commissions or comités d’experts) to review various aspects of
the tax system was revived. However, such committees, while
perhaps composed in part of parliamentary representatives, were
nominally independent and not formed under the aegis of either
the Senate or the National Assembly. They served as a means of
divesting the government of decision making responsibility (often
on controversial issues) and circumventing parliamentary
scrutiny.

With the institution of the Fifth Republic, Parliament’s

scope and powers were much reduced. Still, Parliament retained

262 J.S. Ambler and L. Scheinman, The Government and Politics of France,

(Boston: Houghton Mifflin Co., 1971), p.160.
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its traditional responsibilities for tax matters, at least
theoretically. Article 34 of the 1958 constitution éonsigns to
Parliament, the determination of the base, the rates, and the
methods of collecting taxes of all types. 1In practice, it is the
government which in fact makes these determinations. Parliament
debates the decisions made by government and presented to the
legislature as a projet de loi. Following this, Parliament makes
-amendments and then votes on the projet de loi, or in the case of
a finance bill, votes several times, first on its general
principles and then several times on its various parts.

Parliament’s freedom of maneuver, however, is constrained by
constitutional innovations like article 66 - which gives the
Constitutional Court the right to judge the constitutional
conformity of laws passed by Parliament - and article 40 - which
prevents MPs from introducing bills and amendments which decrease
revenues or create/increase expenditures. Articles 38, 44, 45
and 49 further constrain Parliament’s freedom to take decisions
and fulfil its legislative role. Moreover, the cotisations
sociales, which for the most part do not figure as part of the
state’s budget - Parliament exercises control over only 40% of
the financing of the "Social Budget" - are removed from
parliamentary scrutiny.

Another constraint on Parliament’s once formidable tax
decisionAmaking powers is the predominance of the executive, an
indelible feature of the Fifth Republic, made possible by the

Constitution’s rationalization of parliament, the direct election
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of the President, and the assertion of presidential primacy by

the Fifth Republic’s first president, General de Gaulle. The

assertion of the president’s authority in almost all areas of

decision making has persisted, and even been expanded, under de

Gaulle’s successors. The interviewees were in general agreement

that the government, in conjunction with the bureaucracy, was the

major source of tax initiatives. Although, Parliament still

exercises important amendment and blocking functions, it rarely

initiates tax policy.
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Gerard Tournié (1985) offers conflicting perspectives on the

role and power of Parliament. He asserts rightfully that

Parliament has two key powers with respect to taxation:

determining and consent. While the latter is a given since

Parliament, as the legislative branch, enacts laws, the former
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Several of the interviewees confirmed the absence of parliamentary
initiative in the area of taxation. Jean Choussat, for example, said,
"... dans le domaine fiscal il est rare que les réformes prennent
naissance au parlement. C’est trés rare. Ca vaudrait la peine de
prendre les 10, 12, 15 derniéres réformes fiscales et en face de voir
qui a pris l’initiative. Encore que parfois c’est de determiner qui a
eu 1’idée le premier...Mais je dirai tout de méme que dans neuf cas sur
dix les réformes fiscales sont d‘origine gouvernementale." (Jean
Choussat, interview in Paris, France, May 12, 1992). Patrick Careil
admitted that from time to time tax proposals are made by Parliament
but "... les plus importantes venaient quand méme d‘un dialogue entre
1’administration et le ministre." Reflecting on Parliament’s amending
powers in the context of the reforms made prior to 1986, Careil
commented, "On a jamais laissé le parlement modifier beaucoup les
projets en matiére de la réforme fiscale en 1981/1982...0n avait le
souvenir du désastre qui avait conduit les débats parlementaires de
1977/1978 sur la taxe professionnelle... et donc on savait que les
modifications initiées par 1le ©parlement...conduisaient & des
catastrophes. Donc, le parlement a joué un r8le que trés en marge...
la plupart des réformes ont été votées - les grandes réformes, 1’impdt
sur la fortune, c’est le texte du gouvernement pratiquement qui était
voté, les plus values... Laurent Fabius a dit au parlement qu‘il
n’accepterait pas de modifications de la part des parlementaires... Les
droits des succession c’est un projet entiérement du gouvernement.
Quelques grandes réformes fiscales ont été faites sans que le parlement
puisse les modifier." (Patrick Careil, interview in Paris, France, May
25, 1992).
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power escapes Parliament due to the increasing technical nature
and sophistication of taxation and the assertiveness of the
executive in this domain.

...en fait le pouvoir fiscal du parlement n’est jamais
initial. En présence d’'impéts de plus en plus

sophistiqués, il est nécessairement actionné par le
gouvernement et ses projets de loi.?®

264 G. Tournié, op.cit., p.21.
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Heckly (1987) confirms this,

On tax matters, parliamentary initiative is practically

non-existent, the quasi-totality of laws adopted being

by government initiative.?¢®
However, Tournié contradicts himself and "l’opinion générale des
observateurs" by claiming Parliament is "le seul maitre de la
politique fiscale."?*® He makes this claim on the basis that once
government projets fiscaux are tabled, Parliament engages in
serious amending or obstructing which can have a profound effect
on the projet. Tournié, moreover, characterizes the relationship
between the executive and Parliament as one of associates on tax
matters, rather than superior-inferior.

However indisputable in theory Tournié’s argument may be, in
practice it is full of holes. As Heckly (1987) points out,

Si le principe de la souveraineté du Parlement en

matiére fiscale est toujours posé, conformement a la

tradition républicaine, en pratique, les prérogatives

gouvernementales apparaissent de plus en plus

importantes. Le legislateur a commencé par laisser au

pouvoir executif le soin d’assurer l’application de ses

textes, puis il lui a confié 1l’'élaboration des projets

de loi, lui permettant ainsi d’exercer une influence

déterminante sur le contenu des textes fiscaux.?®’
Given the practice of executive initiation, formulation and
implementation in tax matters, reinforced by the imposing powers
granted to the government by articles 38, 40 and 49 of the

Constitution, Parliament’s role seems unarguably subordinate. Of

course this is not a universal rule, and particularly in times of

265 C. Heckly, op.cit., p.254. The translation is mine.

266 G. Tournié&, op.cit., p.22.

C. Heckly, op.cit., p.254.
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slim government majorities or minority government, Parliament
does play a more active role. This was exemplified in the
reforms of the TP in 1976 and 1977 and budget debates of 1979
when the government was forced to make concessions on taxation
and spending to the parliamentary groups which made up its
majority. Another illustration was provided during the
premiership of Michel Rocard, heading a minority Socialist
government from 1988: after a meeting with Pierre Mehaignerie and
Jacques Barrot, the president and secretary of the CDS
respectively, the government decided to lower VAT from 33% to 28%
on a number of products previously taxed at the higher rate, and
ultimately to further pursue the reform of VAT. The idea to
reduce VAT and align France’s rates more closely with those of
its European partners was one dear to Raymond Barre and other
members of the CDS, part of the government’s unofficial
parliamentary coalition on which it depended for occasional
support. Another example is seen in the autumn of 1990 when
Socialist MPs drew up a reform of the taxe d’habitation and
obliged the government to assent to this reform.?®® Furthermore,
in the late 1980s, the Socialist group in Parliament forced the
government to concede higher rates for the ISF (wealth tax) in
return for its vote for lower company tax rates.

While the impact of Parliament may generally be almost non-

existent in terms of initiating tax policy, it is quite clear

268 Ironically, this reform had been one of Mitterrand’s 1981 110

Propositions.
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that at the amendment stage, its influence is greatly felt. 1It’s
at this point, also, where pressure group activity is readily
observable.

L’ intervention auprés du Parlement est moins discréte
que l’intervention auprés de 1l’'Administration...Dans la
mesure ol la législation fiscale appartient
essentiellement au domaine de la loi, il est normal que
les pressions des organisations professionnelles
s’exercent sur les parlementaires...le parlementaire a
tendance a priviligier les groupes de pression les plus
influents...Les propositions de loi et les amendements
aux projets de loi sont souvent preparés par les =
services juridiques des groupes professionnels. Ces
propositions d’amendements ou de lois sont remises aux
parlementaires accompagnées d’exposés des motifs et
d’arguments & développer au cours de la discussion.?¢®
Parliament’s ability to amend projets fiscaux is not without
significance. Amendments can cripple a government-sponsored
reform proposal.?”® This was vividly illustrated during the
debates on the capital gains tax, introduced in 1976, which saw
the government’s original package emasculated by over 600
parliamentary amendments. Heckly (1987) notes that 15-30% of
tax-related amendments introduced in the National Assembly are
adopted, -even despite the government’s prerogatives and wishes.
During the budget debates in the autumn of 1989, the
Socialist parliamentary group was ready to oppose the
government’s proposal to lower IS from 39% to 37% unless it

considered other measures of a more egalitarian nature,

particularly an increase in the taxation of wealth. The

269

C. Heckly, op.cit., pp.162,239-41.

270 Raymond Barre spoke at length to the author about the successful

blocking and amendment strategies engaged by Parliament on tax matters
during his premiership (Raymond Barre, interview in Paris, France, June
2, 1992).
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government acquiesced and accepted a more burdensome ISF with a
top rate at 1.5% instead of the government’s proposed 1.3%.

While Parliament has suffered a curtailment of its decision
making powers in the tax field, and has taken a back seat to the
government on the initiation of tax proposals, it can still be a
formidable power once a government projet de loi has been tabled.
Its amendment and blocking powers have often compelled
governments to negotiate the fate of its own bills. Generally,
however, in the context of tax reforms, the government, in
conjunction with the administration, tends to take the lead.

Since the general consensus points to the primacy of the
government - that is, the executive - in formulating and
implementing tax policy, a brief examination of the role played
by various actors at this level is necessary.
* The Role of the Executive

Generally, it is at the executive level that most tax
proposals originate. Recommendations can and do come from
various quarterseﬁ some already mentioned like the Economic and
Social Council, party officials and manifestos, the Fiscal Group,
pressure groups; others come from tax experts, business
representatives, ministerial cabinets, the tax administration,
and more rarely the Cabinet (Conseil des Ministres) and the
President.

Usually, however, the grand orientations for the tax system
will be enunciated by the President, as when de Gaulle in late

1968 ordained a lower rate of prélévements obligatoires.
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President Mitterrand did the same in 1982-86.2?"* They may bring
pet proposals to the agenda. Often, these have formed part of a
campaign manifesto. Mitterrand’s 110 Propositions of 1981 which
called for the institution of a wealth tax and his April 1988
"Lettre 3 Tous les Francais" which called for no further changes
in income tax and sanctioned the re-institution of the wealth tax
(known as the ISF from 1988), are two obvious examples. However,
'the'Présidéﬁt'may also call for SpédifiélméaSufés; for examplé,
as Mitterrand did when he pledged to abolish the TP and lower
income taxes by 8% in the summers of 1983 and 1984. Generally,
while the President may "call the shots", it remains the
responsibility of his advisers and ministers - especially the
prime minister, the finance minister and the budget minister,
working with their advisers and civil servants - to come up with
plans that will satisfy the President’s goals and objectives.

Other important initiatives can come from the prime
minister. The influence of the prime minister will depend, to a
large extent, on his or her expertise, the dynamics of his or her
relations with the party, the president, and the finance
minister, and the configuration of his parliamentary coalition,
among other things. Raymond Barre, was ceded much authority by

then President Valéry Giscard d’Estaing, especially in economic

2 Philippe Lagayette refers to Mitterrand’s defining major parameters

with respect to taxation and spending, "... il a pris deux décisions
clés, M. Mitterrand: la premiére c’est la réduction des prélévements
obligatoires et 1la deuxiéme c’est 1la limitation des déficits
budgétaires a 3% en 1983...Ca c’était clé... deux barrages...et aprés
ca tous les gens qui s’occupaient de la fiscalité, des finances
publiques é&taient obligés de rester dans cette barriére." (Philippe
Lagayette, interview in Paris, France, May 20, 1992).



171
decision making. Barre proposed a number of reforms, for
example, of the taxe professionnelle in 1979/1980 and reductions
in VAT in 1977. But a hostile coalition partner and opposition
made the achievement of some of the government’s reforms
difficult, and in some cases, impossible.

Laurent Fabius, leading a large parliamentary majority,
enjoying the favor of the President and sharing a vision of
taxation similar to that of his finance minister (Bérégovoy), was
a prolific tax decision maker. Patrick Careil, who worked
closely with Fabius, spoke at great length about Fabius’s leading
role in the tax decision making process as budget minister and as
Prime Minister. When asked who set the tax agenda in France
between 1981 and 1986, Careil (and other interviewees)
alternatively mentioned Mitterrand and his 1981 program and 1982
and 1983 pronouncements, Prime Minister Mauroy, the Service de la
Législation Fiscale, pressure groups, especially the cadres, and
Bérégovoy. But above all, Careil emphasizes the key role played
by Fabius. Fabius was behind a number of reforms: the droits de
succession, capital gains, and lowering company charges. Careil
asserts,

L’essentiel des mesures était concerté entre Laurent

Fabius et son cabinet, c’est-d-dire moi, et le Service

de la Législation Fiscale... Donc, c’était un dialogue

entre le ministre du budget et le président et quelque

fois avec le premier ministre pour déterminer ce qui

sera mis sur 1’agenda.?”?

Careil ’'s discussion of Fabius’s role, however, largely centered

272 Patrick Careil, interview in Paris, France, May 25, 1992.
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on the early tax reforms; in other words, those made before the
neo-liberal reforms of the mid- to late 1980s.

Fabius’s conservative successor, Chirac, cohabiting with a
Socialist President but leading a cohesive parliamentary
majority, exercised tremendous decision making power and
authority, even if he was not particularly expert in economic
matters. He called for an 8% income tax reduction and "ﬁn
allégement substantiel" of the TP (by 25%) in 1986. Another
example of prime ministerial decision making was evident in
Michel Rocard’s decision in 1989 to institute the cotisation
sociale généralisée in 1990.

The Minister of Finance is an important source of reform
proposals, and generally, with some exceptions, the most
important decision maker,

Dans la plupart des cas, c’est du ministre des finances

que dépendra en définitive l’acceptation ou le refus

d’une disposition fiscale donnée.?"

In order to function effectively in this capacity, Heckly (1987)
believes the Minister of Finance must possess two qualities: 1)
sufficient technical competence; but this quality is insufficient
unless the Minister of Finance has 2) the skill and persuasive
force necessary to make his will prevail. According to Heckly,
Valéry Giscard d’'Estaing epitomized these qualities.

Ironically, M. Giscard d’Estaing was from 1959 alternatively
Secretary of State for the Budget, then Minister of Finance and

sometime President of the Finance Committee in the National

a7 C. Heckly, op.cit., p.170.
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Assembly before becoming President of the Republic in 1974. His
impact on the shape and direction of the French tax system is
undeniable. M. Redjah and J. Rodrigue (1976) referred to him, if
rather sardonically, as "un des grands artisans du systéme fiscal
tel qu’il est actuellement."?* The significant role played by
Giscard d’'Estaing in the evolution of the tax system of the Fifth
Republic is further cited by C. Heckly (1987),

I1 semble qué M. Giscard d’Estaihg}'qui'éxéréa-ieé

fonctions de ministre des finances de 1962 3 1965, et

de 1969 & 1974...montrait un intérét particulier pour

les questions fiscales. Comme 1l’indiquent C. de Brie

et P. Charpentier "il préside les séances de travail,

inspire les études, arréte les projets, se charge

d’emporter 1’adhésion du Parlement et des groupes de

pression. En matiére fiscal, il développe une activité

plus intense qu’un habituel ministre des finances.

C’est un peu son ’‘domaine réservé’ "7
And G. Tournié (1985) wrote of Giscard’s role,

... de 1959 a 1981, M. Valery Giscard d’'Estaing a été

pendant plus de dix-huit ans aux affaires. Si une

paternité devait é&tre recherchée, ce serait

certainement celle-la, car M. Giscard d’Estaing a eu la

responsabilité technique ou politique, partagee ou

exclusive, des problémes fiscaux...?’
All this to say, that M. Giscard d’Estaing, is recognized as a
perfect example of the impact of the finance minister on tax
policy.

However perfect an example found in M. Giscard d’Estaing,
several reforms to the French tax system saw the light of day due

to the decisiveness and convictions of other finance ministers,

M. Redjah and J. Rodrigue, op.cit., ch.1.

275

C. Heckly, op. cit., p.170.
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G. Tournié, op.cit., p.18.
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for example: M. Debré and the 1968 changes in VAT; René Monory
and the loi Monory in 1978; M. Bérégovoy and the reductions in
personal and corporate taxes and VAT between 1984 and 1986, and
1988 and 1993. While these finance ministers may have been
lacking in technical competence, a key element according to
Heckly, they did command sufficient skill, persuasiveness and
support to make their decisions prevail. |

The importance of the finance minister in the economic
policy decision making process is further illustrated by Edouard
Balladur who, commenting on the decisions made during 1986-1988,
wrote,

Durant ces deux années, les grandes orientations ont

toujours été arrétées par lui [Jacques Chirac], en

plein accord avec moi, et en général sur ma

proposition. Je n’ai pas souvenir d’une décision

importante de politique économique qui m’ait été

imposée ou que je n’aie pas acceptée volontiers.?”’

During the cohabitation of 1986-88, on economic policy, the prime
minister largely assumed the role of the president and pronounced
the grand orientations. It was up to the finance mjnister to
define policies and make proposals that satisfied as much as
possible the goals set down by the Prime Minister.

Finance ministers, however, are not always successful in
making their will prevail. Such was the case with Jacques Delors
and his proposal to replaée the temporary 1% levy on incomes

intended to help finance social security, with a more permanent

solution in the summer of 1983. He favored a 2% tax on all

ol E. Balladur, Passion et Longueur de Temps, (Paris: Fayard, 1989),
p-148.
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incomes to finance a social security "solidarity fund" and
accompanied by a reduction in cotisations sociales for
businesses. Part of this reform also entailed an eventual
negative tax in place of family benefits. The project was well-
conceived and presented. However, it incited the opposition of
Pierre Bérégovoy, the Minister for Social Affairs, and Lionel
Jospin, the first secretary of the Socialist Party. This
bpposition'wéé explainéd iafgeiy‘by‘ahtipathy tdwérdé Deldré
himself, and the fact that Delors’s plan treated every one
equally without taking into account the position of those on more
modest incomes. Although, Bérégovoy later moderated his
opposition to the idea, Jospin rallied the parliamentary group as
well as the President against the idea. The Delors tax reform
project was thus still born.

Budget ministers can also be important definers of tax
policy. Maurice Papon in the second Barre government, Laurent
Fabius from 1981-83, and Alain Juppé from 1986-88, exemplify
ministers who, by virtue of their expé;tise, experience and
convictions, and/or their close relations with the president or
prime minister or parliamentary party, wielded important
influence on tax policy. Papon’s resistance to further tax
reform after the capital gains tax debacle of 1976-79, put pause
to any fundamental reform the Prime Minister, or anyone else may
have wished to implement. Fabius, of whom much has already been
said, was an instrumental figure in deciding the shape of the

wealth tax, the institution of the 65% tax bracket and the change
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in approach to the corporate tax burden. During the cohabitation
government of 1986-1988, Juppé’s contributions were obscured -
but no less real - by the involvement of the Minister of Finance
and the Prime Minister. Juppé, as Budget Minister, was to
translate the joint RPR-UDF platform’s tax planks - which he was

27 It was

instrumental in designing - into government policy.
Juppé, along with Philippe Auberger and others, who designed the
édnéef#ative'govefﬁment’s'téx'agénda'prior'tc its accession to
power in March 1986. BAmong the policies which formed part of
this agenda, were a reduction in the top rate of income tax from
65% to 50%, and a cut in the IS from 45% to 34%.%"° He worked in
close collaboration with the Finance Minister and others in

drawing up important tax measures in the 1986 to 1988 period, for

example the restructuring of value added taxation.?®® Juppé was
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See e.g., A. Juppé et le Club 89, La Double Rupture, (Paris: Economica,
1983); also see, the joint RPR-UDF platform, "Gouverner Ensemble".

270 Under Juppé’'s stewardship, the top rate of income tax fell to only

56.8%, and company tax was lowered to 42%.

20 E. Balladur, 1989, op.cit., pp.39, 111-113. The rumour circulating at
the time was that the idea did not originate with Juppé or Balladur,
or even the rue de Rivoli. It was widely suspected that the

government’s coalition partner, the CDS - particularly pressure from
its President, Pierre Mehaignerie and its secretary, Jacques Barrot,
and encouraged by Raymond Barre - had persuaded the government of the
necessity and benefits of reducing value added taxes in a meeting at
the end of July 1987 (see e.g., Le Monde, 5 Septembre 1987, p.8). The
idea was evidently not exclusive to the center-right as Laurent Fabius
in an article appearing in Le Monde on July 21, 1987 (p.11) wrote,
"Comme la France a une TVA beaucoup plus élevée que les autres pays
européens, il faudra la baisser sur un certain nombre de produits. Si
nous ne le faisons pas par choix, nous le ferons par obligation."
Indeed, it seems the streamlining of VAT was considered even earlier,
as Yves Mansion told the author that the reduction in the number of VAT
rates was being planned as early as 1984. (Yves Mansion, interview in
Paris, France, June 2, 1992). He revealed that the Socialist Party was
opposed to this idea and that it would take eight years for the
Socialist government to achieve the rationalization of VAT it desired.
VAT rates were gradually combined, reduced and eliminated. In January
1992, the higher rate of 22% was abolished leaving two rates of 5.5%
and 18.6%.
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instrumental in the moves to lower value addes taxes and limit

the rate structure, which began, albeit tentatively, in late

1987.2%8%1

Other ministers - i.e., Agriculture, Housing and Social

Affairs,

even Culture - can also be advocates of reform and have

an important part to play in ensuring that "pet" ideas are placed

on the government’s agenda. For instance, the Minister of

Agriculture, Christian Bonnet, lobbied hard for the impdt

sécheresse in 1976, whose funds were directed to drought-stricken

farmers.

Francois Léotard, culture minister from 1986 to 1988

announced a reduction in VAT on records in early 1987 without

first consulting the budget minister, Alain Juppé. The Minister

for Solidarity, Health and Social Protection, Claude Evin, during

Michel Rocard’s premiership, was to a large degree responsible

for undertaking the consideration, formulation and advocacy of

the cotisation sociale généralisée in 1989/90, a 1% tax on all

incomes

%ntended to finance the deficits in the Social Security

‘e

*
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The rumour circulating at the time was that the idea did not originate
with Juppé or Balladur, or even the rue de Rivoli. It was widely
suspected that the government’s coalition partner, the CCDS -
particularly pressure from its President, Pierre Mehaignerie and its
secretary, Jacques Barrot, and encouraged by Raymond Barre - had
persuaded the government of the necessity and benefits of reducing
value added taxes in a meeting at the end of July 1987 (see e.g., Le
Monde, 5 Septembre 1987, p.8). The idea was evidently not exclusive
to the center-right as Laurent Fabius in an article appearing in Le
Monde on July 21, 1987 (p.11l) wrote, "Comme la France a une TVA
beaucoup plus élevée que les autres pays européens, il faudra 1la
baisser sur un certain nombre de produits. Si nous ne le faisons pas
par choix, nous le ferons par obligation." Indeed, it seems the
streamlining of VAT was considered even earlier, as Yves Mansion told
the author that the reduction in the number of VAT rates was being
planned as early as 1984. (Yves Mansion, interview in Paris, France,
June 2, 1992). He revealed that the Socialist Party was opposed to
this idea and that it would take eight years for the Socialist
government to achieve the rationalization of VAT it desired. VAT rates
were gradually combined, reduced and eliminated. In January 1992, the
higher rate of 22% was abolished leaving two rates of 5.5% and 18.6%.
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accounts.

Suppporting ministers and their positions are the
ministerial cabinets, that usually count among their members at
least one tax expert and/or economic adviser.?®? These
individuals tend to form part of the hidden cluster, in contrast
with the actors discussed above, who make up what is known as the
visible cluster.?®® 1In the cabinet, the tax expert is known
bdlioQﬁiéllY as "le fiécal"; examines all questiohs‘df‘a.fiScél
nature and liaises with the tax administration, the civil
servants in the ministry as well as outside interests, who may
have brought a tax idea or problem to the cabinet member’s (or
even the minister’s) attention in the first place. "Le fiscal"
formulates a policy often with the help of the aforementioned
actors and attempts to persuade the directeur de cabinet and/or
the minister of the appropriateness of the policy. The
ministerial cabinets are often overlooked as policy initiators,
due to the relative anonymity of their members, and the secret,
multitudinous nature of their activities.?®

John Gaffney (1991) speaks of these politico-administrative
bodies as key to the policy process. They are "sources of

political reflection and the promotion of ideas in policy

22 See, C. Heckly, op.cit., p.171.

283

J. Kingdon, 1984, op.cit., ch.3.

28 Important players in the tax policy making process and some-time

cabinet members between 1979 and 1989 were Pierre Bilger, Patrick
Careil, Yves Mansion, Jean Pascal Beaufret, Hervé Hannoun, Frédéric
Saint-Geours, Jacques Attali, Francois Xavier Stasse, Francois
Heilbronner, and Christiam Sautter.
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elaboration."?®® Gaffney furthermore describes cabinet members as
involved in the "elaboration of legislation at all levels of the
process."?*® Francois de Baecque (1973) supports the important
role Gaffney assigns to cabinet members when he remarks that it
is not unusual for the cabinet to devise the principles of a new
policy virtually without consultation, and even for it to take on
almost unaided the drafting of the texts which embody the
pdlicy.“7 ‘ o o . ‘

Presidential advisers, also on occasion, may be the source
of policy initiatives. Examples can be found in the 1974
proposal for a prélévement conjoncturel made by Jean Serise, an
adviser to President Giscard d’'Estaing and, as some allege,
Jacques Attali’s role behind Mitterrand’s 1983 announcement for a
reduction in prélévements obligatoires. Attali was a special
adviser to the President for most of the 1980s. Given the
secrecy which surrounds policy formulation at the executive level
however, it is difficult to ascribe with certainty the origins
and originators of tax reforms and other proposals.

Other branches of the executive that play an important role

include the Direction Générale des Impdts (DGI) and the Service

283 J. Gaffney, "The Political Think-tanks in the UK and the Ministerial

Cabinets in France", West European Politics, vol.l1l4, no.l, January
1991, p.7.
e Ibid.
287 F. de Baecque, L‘Administration Centrale en France, (Paris: Armand

Colin, Collection ‘U’, 1973), p.189.
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de la Législation Fiscale (SLF) .?®® These are the two principal
bodies of the tax administration in the Ministry of Finance and
come under the jurisdiction of the Budget Ministry. They are,
for the most part, concerned with the economic, administrative
and behavioral implications of tax decisions. While the DGI is
more concerned with administrative matters, the SLF is very much
involved in policy making.?®® With collaboration from the DGI,
the SLF provides the detailed analysis of the feasibility of tax
proposals and the operation of implemented measures. The SLF
draws up the detailed proposal which will serve as a precursor to
a legislative or regulatory text, which it also draws up.

Indeed, prior to an election, the SLF will draw up tax proposals
based on the manifesto pledges made by that party most likely to
win the election.

In their policy making role, the DGI, and more often the
SLF, make decisions according to financial - as opposed to
political - criteria. Their role is primarily technical.

On trouve donc a tous les niveaux de la hiérarchie

cette méme conception selon laquelle tout probléme

comporte une seule solution, qui n’est pas dictée par
des considérations politiques mais par des

The SLF was hived off from the DGI in 1977. The Direction des Douanes
also draws up legislative texts on tax measures concerning its
jurisdiction.

289 Several interviewees, including Patrick Careil, Michel Taly, Raymond
Barre, Georges Egret and Pierre Bilger referred to the important role
played by the administration fiscale in the tax policy making process,
particularly the SLF. For a brief, but straight-forward discussion of
the role of the SLF see, "Les Bonnes Recettes", Echanges, no.5,
Novembre 1991, pp.19-20; and on the role of the DGI and the SLF see,
Ministére de 1‘’Economie, des Finances et du Budget, Direction de 1la
Communication, "Les Directions et Services du Ministére", Paris: 1991,
pp.32-35.
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considérations techniques.?®°
These agencies are staffed by selected civil servants, specially
trained in accountancy, statistics, economics and tax writing.
They are among the competent and technically expert "elites" on
whom succeeding governments depend for sound and accurate advice
and policies.

Given the less burdensome and less fragmented structure of
the SLF, this streamlined agency is encharged with the conception
and formulation of legislative and regulatory texts regarding
taxation. In the preparation, formulation, deliberation,
negotiation and modification of tax policies, agents of the SLF
liaise closely with the DGI, and the cabinets of the Budget and
Finance Ministers as well as with the Ministers themselves (SLF
agents frequently attend interministerial committee meetings),
MPs and interest group representatives. Particularly as taxation
has become a more complex and technical matter, the civil
servants of the tax administration have come to play an
increasing role. Regardless o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>