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Disclaimers

• The views I express today are not necessarily 

shared by the IMF.

• Indeed, they are not necessarily shared by 

my co-author!



Why This Book?
• It uses historical episodes, from recent to 

ancient, to illustrate the basic principles of 

taxation.  

• Things our ancestors did that may seem quaint 

or even stupid often were quite smart given the 

circumstances.

• The book aims to attract readers who might be 

put off by an apparently (?) dry subject. 

• It will be published by Princeton University Press 

in April, 2021. 

• Today I will pick out several episodes to illustrate 

our approach. The last few concern China.



Tax doesn’t explain everything. 
But it does explain a lot…

How a violated fiscal 

stability clause led to…
How tax problems in India 

led to a tax cut that led to…



Taxing Windows

• In 1696 (until 1851) England levied a (notched!) 

tax on dwellings based on the number of 

windows.

• Why? They had nothing against windows, well-

lit rooms, or good hygiene.

• They sought a way to tax according to the 

value of houses in an era without Zillow.com.

• Question: what’s an easily visible and 

unobtrusively countable indicator of house 

value? Windows! (They first tried fireplaces.)



Lessons
• #1: In most cases, tax liability must be based 

on a measurable and verifiable base. What 

can be measured and verified varies over 

time. 

• #2: Taxpayers will seek ways to reduce tax 

liability, legal and illegal ways.

• The famous response to window taxes was 

to brick up existing windows, as such…



Clear Tax Avoidance



The Tax Authority Noticed
• But what exactly is a window?

• What about windows on corners?  A new 
law in 1747 stipulated that windows lighting 
more than one room were to be charged 
per room.

• It also required that no window that had 
been blocked up previously could be 
unblocked without informing the surveyor, 
with very heavy fines for violation. 



Tax-Induced Skinny Houses
• 400 years ago, Poland and Holland 

levied a property tax based on the width 
of the street-facing façade (which is 
easy to measure and unobtrusive). As a 
result, many old buildings there are 
narrow but long.

• All over Vietnam, houses and shops have 
been constructed to minimize tax under 
a similar system. They are known as tube, 
or rocket, houses.



Rocket Houses in Vietnam



Excess Burden Illustrated
• Bricked-up windows and skinny houses are 

visually striking examples of excess burden, 
the economic cost incurred when taxes 
cause changes in behavior.

• Usually it’s a difficult concept to convey, 
because it requires knowing what people 
and businesses would have done absent 
taxes—the counterfactual.

• But we have a good sense of what houses 
should look like, and thus how taxation 
distorts them.



Compare this…



…to this.



For all but PhD students...



But What’s with the Dog?

• In the 17th century, the British Crown levied a 

tax on dogs to minimize poaching of the 

royal game. 

• Dogs without tails were exempt because 

such dogs would be so handicapped in 

balance and mobility they were useless for 

hunting. Result: tails were cut to save tax.

• By the time the tax was repealed, 

people were used to Old English Sheepdogs 

and Doberman Pinschers being bobtailed.

• Warning: Although this tale is told on the 
Internet, it is apparently apocryphal. 



Taxing Beards
• In 1698, Emperor Peter the Great, aiming to 

westernize Russia and reduce the power of the 

hirsute nobility, levied an annual tax on beards.

• To ensure compliance, and perhaps to 

humiliate those who chose not to shave, those 

who paid the tax were required to display a 

beard token.

• On one side of the token was the phrase “The 

beard is a superfluous burden.” On the other…



“I’ve Paid My Beard Tax”



Lesson

• Often the objective of a tax is to change 
behavior, sometimes with sinister purpose 

and sometimes with laudable purpose.

• History offers some fascinating examples, 

including taxes on believers in disfavored 

religions. But how to verify a belief?

• Taxing knowledge in 18th and 19th century 

England.

• Taxing smoking, and coming to rely on the 

revenues (see Hubei in 2009, when citizens 

were given smoking quotas.)



Taxing Bachelors
• In ancient Greece and Rome, and 

elsewhere until the 20th century, there was a 

tax on unmarried men over a certain age. 

• Why? Perhaps because they have no family 

to support, or to encourage marriage.

• In some cases, a bachelor could avoid the 

tax if he could prove he had asked a 

woman to marry him and been rejected. 

• This gave rise to what were called 

"professional lady rejecters,"women who for 

a modest sum agreed to swear that they 

had spurned an offer of marriage.



Taxes on Externalities
• These days, economists justify taxes levied on a 

social “bad” as enhancing economic 

efficiency, if the tax rate is set equal to the 

marginal social harm caused—Pigovian taxes.

• This argument is used to justify taxes on 

polluting activities, carbon fuels and driving on 

congested roads, as well as (for positive 

externalities) subsidies to R&D and recycling.

• Taxing pets: folly or wisdom?



Pet Pollution?
• A few years back, Denmark proposed a tax 

on cow flatulence designed to discourage 

methane emissions. It didn’t “pass.”

• Germany levies a dog tax, at a higher rate 

on dogs deemed to be dangerous, 

suggesting that one motivation for the tax is 

to reduce a social bad.

• Other canine behavior may negatively 

affect neighbors—barking, defecation, etc. 

• It would be more efficient to tax the barking 

and defecation directly, but those activities 

are difficult to measure.



Tax Evasion
• Evasion has been around about as long as 

taxes.

• We know this because a 19th-century BCE 

Sumerian cuneiform tablet reports that a  man 

Pushuken was imprisoned for receiving 

smuggled goods.

• A 7th-century BCE papyrus deed records that an 

old man transferred his property to his sons at a 

nominal price to lower inheritance tax.

• We also have an ancient Egyptian frieze that 

depicts…



Whipping up Money for 
the Pharaoh



Un-photogenic Evasion

• Tax evasion itself is generally not visible and 

certainly not visibly arresting--e.g., what 

striking picture illustrates non-filing? 

• More vivid are tax enforcement episodes, 

such as the Egyptian tax evader being 

whipped.



Unusual Enforcement Episodes
• Ensuring that taxes due are collected is largely 

a matter of sticks and carrots. Sometimes the 

stick part is taken a bit too far. 

• In the 15th century, Vlad the Impaler (better 

known as Dracula, but not the Dracula) 

assaulted a tax-resistant town, setting it on fire 

and impaling many of its inhabitants. 

• As for carrots, Pakistan since 2012 has provided 

a Taxpayer’s Privileges and Honour Card to the 

top-remitting 100 taxpayers. Cardholders are 

eligible for benefits such as fast-track 

immigration. It apparently works.





Photogenic Tax Avoidance

• Avoidance—legal means to reduce taxes—

is often vivid, e.g. bricked-up windows and 

skinny houses.

o Redesigned ships, in 16th-century Holland, when 

tax was based on the area of the main deck.

o The British tax on glass (1746-1845) based on 

weight led to a spate of smaller, fancy objects, 

known as excise glasses.

o When Chile taxed cars much more than panel 

trucks, the market soon offered a redesigned 

panel truck, with glass windows instead of panels 

and upholstered seats in the back.



Where are the photos?



A Tax-efficient Ship



A Hollow-stem Excise Glass



Another (Larger) Brick in 
the Wall



Party Cigars?



Line Drawing
• Many of these episodes are examples of the 

consequences of line drawing.

• Goods/transactions have discrete tax rates 

depending on their characteristics, creating a 

notch in characteristic space.

• There is an incentive to minimally alter 

characteristics to qualify for the lower tax rate.

• Other examples: Japanese beer by malt 

content, U.S. cars by fuel efficiency, debt versus 

equity.

• This is “tax-induced product (dis)innovation.”



Tax Administration
• History offers several lessons for today, such 

as the importance of verifiability.

• The long (and violent) history of tax 
farming—where the government receives a 
fixed amount in return for the right to collect 
taxes—provides lessons about outsourcing 
and bureaucratic organization.

• A famous tax farmer was Antoine Lavoisier, 
“discoverer” of water. When the farmers 
were arrested for defrauding the state in 
1793, he drafted the defense.  How did the 
trial go?



Not Well



The Gin Acts
• The first English Gin Act (of 1729) taxed gin 

retailers, and failed as it was impossible to 

administer—too many retailers to monitor.

• The 1736 Act quadrupled the tax rate, 

and…failed.

• Finally, in 1743 the tax was targeted at 

wholesalers: a lower rate collected at a 

different point raised more revenue and 
more effectively discouraged consumption.

• When the Laffer curve (kind of) worked.

• Lesson: get the money from big businesses.

• The 85% rule.



Elvis Lives…
on Burkina Faso Stamps



But Why?
• Tax havens--and Elvis on this stamp--are 

both examples of the “commercialization of 

state sovereignty.”

• Only countries can do certain things—
facilitate money laundering, issue collectible 

stamps, and be a tax haven.

• There is substantial overlap between which 

countries are tax havens and which issue 

“pandering” stamps featuring Disney 

characters, Lady Diana, and…Elvis.



Fairness and Revolution 
• Even despots care about perceived tax 

fairness, if only to forestall unrest and 

revolution.

• A recent book lists 391 separate instances of 

tax rebellions.

• The American Revolution, the English Civil 

War, and the French Revolution all had tax 

grievances at their core, although often tax 

was the straw that broke the camel’s back.

• See recent events in Chile, France, and 

Lebanon.



U.K. Poll Taxes, 1380 and 1989
• The 1380 English poll tax led to a revolt led by 

Wat Tyler, who marched on London, beheading 
officials and opening prisons along the way. 

• At first, the 14-year-old King conceded to the 
rebel demands, but the next day Tyler was 
killed, and the revolt died off. 

• In 1989, a poll tax enacted by the Thatcher 
government led to widespread non-
compliance, a full-blown riot in Trafalgar 
Square, and the ouster of Mrs.  Thatcher.

• Little known fact: The 1380 poll tax was really a 
community charge, while Thatcher’s 
“community charge” was really a poll tax.



Wat Tyler Bites the Dust



The Iron Lady Bites the Dust 



Tax as a Competitive Weapon
• When margarine was invented (in the 

1860s), the dairy industry first tried regulation 

(e.g., oleo had to have warning labels, or 

be pink). After a while, it was…taxed.

• When chain stores spread, the small business 

industry first tried regulation, but eventually 

moved to taxing them, including an 

exponential tax!  (I’ll explain.) 

• Think taxation of remote sales.



Lady Godiva, Tax Protestor
• Godiva pleaded with her husband Leofric, the 

Lord of Coventry, to reduce taxes. 

• Leofric said that he would do so if Godiva 

would ride through town naked.

• Lady G ordered everyone to stay indoors with 

windows covered (except for Peeping Tom), 

loosened her long hair to enshroud her, and 

rode through the streets.

• Leofric fulfilled his promise to abolish the heavy 

taxes, freeing the town from all tolls (except 

those on horses!)



Tax Ride



What About China?

• The book has many examples from China.

• In what follows, I discuss a few of them. 



An Ingenious Land Tax 
• During the Western Zhou dynasty (1046-771 BCE), 

there emerged a system of dividing land into equal-

sized 3×3 parcels of nine square plots, with the 

produce of the collectively-farmed central square 

serving as a tax.

• Still true is the composition of the pictographic 

character for ‘tax,’ which has always been made 

up of ‘crop’ and ‘exchange.’

• This was known as the ‘well-field’ system, the 
character for ‘well’, 井, conveying its essence 

visually. 



Smuggling of Salt
• In the last century of the Tang dynasty (circa 

800-900), salt taxes constituted more than half 

of China's revenues, and helped pay for 

additions to the Great Wall.

• Anything that is taxed, however, is liable to be 

smuggled. 

• On the next slide is a map sent in 1780 to the 

Qing emperor by the governors of Yunnan to 

show how tax revenue there was being eroded 

by smuggling of salt through mountain passes 

from neighboring Sichuan. 





Taxing on the Basis of 
Religion

• When tax exemptions were provided to Buddhists,  

as early as the year 486 people were assuming the 

title “entered into religion” as a form of tax evasion.

• In response, Emperor Taizong ordered in 629 that 

monks illegally ordained for tax evasion were to be 

executed. 

• In 830, about 300,000 apparent monks and nuns 

were found to have false ordination certificates, 

and many of the legitimate ones had been simply 

purchased.



Tax Technology 
• Technology has been put to use both by 

administrators and would-be avoiders and evaders.

• Ptolemaic Egypt was equipped with technology 
tracking the height of the Nile in flood, which 
determined how good the harvest would be—
which could then be used to set tax rates.

• In 2014, the Buenos Aires provincial tax agency used 
drones to identify some 200 mansions and about 
100 swimming pools that had not been declared.

• Zappers and dyed and un-dyed diesel fuel.

• Perhaps the most exquisite example of tax 
technology is found in the Beijing Tax Museum. 





The Jie
• These are the jie, cast in 323 BCE to enforce a tax 

exemption granted by King Chu Huai for the river 

transportation of specified goods. 

• They consist of two halves, each with gold and silver 

inlaid in bronze: one half was carried with the ships, 

the other held by the customs authorities. 

• Only if the two matched, and the very precise 

conditions of cargo and route engraved on the jie

met, could the ships pass untaxed. 



Tax Administrators
• Many famous people have administered 

taxes: Thomas Paine, Chaucer, Voltaire, 

Cervantes, Melville, Rousseau, Adam Smith.

• The Irishman Robert Hart ran the Chinese tax 

system from 1863 to 1911, and was awarded 

the “Ancestral Rank of the First Class of the 

First Order for Three Generations.” 

• He was honored with a statue, in Shanghai, 

and with a recent novel about his love life.

• Tax administrators are often unsung heroes 

of public finance.



Robert Hart in Shanghai



Thank you for your 

attention!

The book will be 

published next April.


