Appendix 1: Definition and Source of variables

	Variables
	Definition
	Source

	TAXREF
	This the index of convergence of the tax structure of a given developing country towards the developed countries' tax structure. Its values range between 0 and 100, with higher values reflecting greater tax structure convergence, i.e., greater tax reforms.  
	Author's computation (see Section 2.1) based on data extracted from the 'UNU-WIDER Government Revenue Dataset’. Version 2021. https://doi.org/10.35188/UNU-WIDER/GRD-2021 

	NRTAX
	This is the share (in percentage) of non-resource tax revenue (excluding grants and social contributions) in percentage of GDP. Non-resource tax revenue is the difference between total tax revenue (% GDP) (excluding social contributions) and tax revenue collected on natural resources (the latter includes a significant component of economic rent, primarily from oil and mining activities).
	'UNU-WIDER Government Revenue Dataset’. Version 2021.   

	RATIO
	This is the ratio (in percentage) of trade tax revenue to non-resource domestic tax revenue (i.e., non-resource domestic direct and indirect tax revenue).
	Author's calculation based on data extracted from the 'UNU-WIDER Government Revenue Dataset’. Version 2021.   

	[bookmark: _Hlk97902669][bookmark: _Hlk99747180]TRCOST
	[bookmark: _Hlk102132612]This is the indicator of the average comprehensive (overall) trade costs. The average overall trade costs has been calculated for a given country in a given year, as the average of the bilateral overall trade costs on goods across all trading partners of this country. 
Data on bilateral overall trade costs has been computed by Arvis et al. (2012, 2016) following the approach proposed by Novy (2013). Arvis et al. (2012, 2016) have built on the definition of trade costs by Anderson and van Wincoop (2004), and considered bilateral comprehensive trade costs as all costs involved in trading goods (agricultural and manufactured goods) internationally with another partner (i.e., bilaterally) relative to those involved in trading goods domestically (i.e., intranationally). Hence, the bilateral comprehensive trade costs indicator captures trade costs in its wider sense, including not only tariffs and international transport costs but also other trade cost components discussed in Anderson and van Wincoop (2004), such as direct and indirect costs associated with differences in languages, currencies as well as cumbersome import or export procedures. Higher values of the indicator of average overall trade costs indicate higher overall trade costs.
	[bookmark: _Hlk102133434]Author's computation using the ESCAP-World Bank Trade Cost Database. Accessible online at: https://www.unescap.org/resources/escap-world-bank-trade-cost-database 

Detailed information on the methodology used to compute the bilateral comprehensive trade costs could be found in Arvis (2011, 2016), as well as in the short explanatory note accessible online at: https://www.unescap.org/sites/default/d8files/Trade%20Cost%20Database%20-%20User%20note.pdf

	TARIFF
	[bookmark: _Hlk102133652]This is the indicator of the average tariff costs. It is the tariff component of the average overall trade costs. We have computed it, for a given country in a given year, as the average of the bilateral comprehensive tariff costs across all trading partners of this country. Data on the bilateral tariff costs indicator has been computed by Arvis et al. (2012, 2016). As the bilateral tariff costs indicator is (like the comprehensive trade costs) bi-directional in nature (i.e., it includes trade costs to and from a pair of countries), Arvis et al. (2012) have measured it as the geometric average of the tariffs imposed by the two partner countries on each other's imports (of agricultural and manufactured goods). Higher values of the indicator of the average tariff costs show an increase in the average tariffs costs. 
	Author's computation using the ESCAP-World Bank Trade Cost Database. Detailed information on the methodology used to compute the bilateral tariff costs could be found in Arvis (2012, 2016), as well as in the short explanatory note accessible online at: https://www.unescap.org/sites/default/d8files/Trade%20Cost%20Database%20-%20User%20note.pdf

	NTARIFF
	[bookmark: _Hlk102133996]This is the indicator of the average nontariff costs. It represents the second component (i.e., nontariff component) of the comprehensive trade costs. This is the indicator of the comprehensive trade costs, excluding the tariff costs. We have computed it, for a given country in a given year, as the average of the bilateral comprehensive nontariff costs (i.e., the comprehensive trade costs, excluding the tariff costs) across all trading partners of this country.
Data on the bilateral nontariff costs indicator has been computed by Arvis et al. (2012, 2016), following Anderson and van Wincoop (2004). Comprehensive trade costs excluding tariff encompass all additional costs other than tariff costs involved in trading goods (agricultural and manufactured goods) bilaterally rather than domestically. Higher values of the indicator of average nontariff costs reflect a rise in nontariff costs. 
Detailed information on the methodology used to compute the bilateral nontariff costs could be found in Arvis (2012, 2016), as well as in the short explanatory note accessible online at: https://www.unescap.org/sites/default/d8files/Trade%20Cost%20Database%20-%20User%20note.pdf
	Author's computation using the ESCAP-World Bank Trade Cost Database. Detailed information on the methodology used to compute the bilateral nontariff costs could be found in Arvis (2012, 2016), as well as in the short explanatory note accessible online at: https://www.unescap.org/sites/default/d8files/Trade%20Cost%20Database%20-%20User%20note.pdf

	GDPC
	Real per capita Gross Domestic Product (constant 2010 US$).
	World Development Indicators (WDI)

	OPEN
	This is the measure of trade openness. It is calculated as the sum of exports and imports, in percentage of GDP. 
	WDI

	OPENSW
	[bookmark: _Hlk65173260]Measure of trade openness proposed by Squalli and Wilson (2011). It is calculated as the share of sum of exports and imports of goods and services in GDP adjusted by the proportion of a country’s trade level relative to the average world trade (see Wilson, 2011: p1758). 
	Authors' calculation based on data extracted from the WDI

	GROWTH
	Annual growth rate (in percentage) of the Gross Domestic Product (GDP) (constant 2010 US$) 
	WDI

	INFL
	The variable "INFL" has been calculated using the following formula (see Yeyati et al. 2007): INFL  (2), where refers to the absolute value of the annual inflation rate (%), denoted "INFLATION".  
The inflation rate (in percentage) is based on Consumer Price Index -CPI- (annual percentage) where missing values has been replaced with values of the GDP Deflator (annual %).
	Authors' calculation based on data from the WDI.

	ODA
	[bookmark: _Hlk102135478]This is the real net disbursements of total Official Development Assistance (ODA) expressed in constant prices 2019, US dollar.
	OECD (Organization for Economic Cooperation and Development) database on development indicators.

	POP
	Total Population
	WDI

	INST

	This is the variable capturing the institutional and governance quality. It has been computed by extracting the first principal component (based on factor analysis) of the following six indicators of governance. These indicators are respectively: political stability and absence of violence/terrorism; regulatory quality; rule of law; government effectiveness; voice and accountability, and corruption.
Higher values of the index "INST" are associated with better governance and institutional quality, while lower values reflect worse governance and institutional quality.
	Data on the components of "INST" variables has been extracted from World Bank Governance Indicators developed by Kaufmann et al. (2010) and updated recently. See online at: https://info.worldbank.org/governance/wgi/ 








Appendix 2: List of countries used in the full sample 

	Full sample
	LDCs

	Albania
	Cuba
	Kuwait
	Papua New Guinea
	Venezuela, RB
	Angola
	Sudan

	Algeria
	Cyprus
	Kyrgyz Republic**
	Paraguay**
	Yemen, Rep.
	Bangladesh
	Tanzania

	Angola
	Dominica
	Lao PDR**
	Philippines
	Zambia**
	Benin
	Timor-Leste

	Argentina
	Dominican Republic
	Lebanon
	Rwanda**
	Zimbabwe**
	Bhutan
	Uganda

	Armenia**
	Ecuador
	Lesotho**
	Samoa
	
	Burkina Faso
	Yemen, Rep.

	Azerbaijan**
	El Salvador
	Liberia
	Sao Tome and Principe
	
	Burundi
	Zambia

	Bahamas, The
	Equatorial Guinea
	Libya
	Saudi Arabia
	
	Cambodia
	

	Bangladesh
	Eritrea
	Madagascar
	Seychelles
	
	Central African Republic
	

	Barbados
	Eswatini**
	Malawi**
	Sierra Leone
	
	Chad
	

	Belarus
	Ethiopia**
	Malaysia
	Singapore
	
	Comoros
	

	Belize
	Fiji
	Maldives
	Slovenia
	
	Congo, Dem. Rep.
	

	Benin
	Gabon
	Mali**
	South Africa
	
	Eritrea
	

	Bhutan**
	Gambia, The
	Malta
	Sri Lanka
	
	Ethiopia
	

	Bosnia and Herzegovina
	Georgia
	Mauritania
	St. Kitts and Nevis
	
	Gambia
	

	Botswana**
	Ghana
	Mauritius
	St. Lucia
	
	Guinea
	

	Brazil
	Grenada
	Mexico
	St. Vincent and the Grenadines
	
	Guinea-Bissau
	

	Brunei Darussalam
	Guatemala
	Moldova**
	Sudan
	
	Kiribati
	

	Burkina Faso**
	Guinea
	Mongolia**
	Suriname
	
	Lao PDR
	

	Burundi**
	Guinea-Bissau
	Montenegro
	Tajikistan**
	
	Lesotho
	

	Cabo Verde
	Guyana
	Morocco
	Tanzania
	
	Liberia
	

	Cambodia
	Honduras
	Mozambique
	Thailand
	
	Madagascar
	

	Central African Republic**
	India
	Namibia
	Timor-Leste
	
	Malawi
	

	Chad**
	Indonesia
	Nepal**
	Tonga
	
	Mali
	

	Chile
	Iran, Islamic Rep.
	Nicaragua
	Trinidad and Tobago
	
	Mauritania
	

	China
	Israel
	Niger**
	Tunisia
	
	Mozambique
	

	Comoros
	Jamaica
	Nigeria
	Turkey
	
	Nepal
	

	Congo, Dem. Rep.
	Jordan
	North Macedonia**
	Uganda**
	
	Niger
	

	Congo, Rep.
	Kazakhstan**
	Pakistan
	Ukraine
	
	Rwanda
	

	Costa Rica
	Kenya
	Palau
	Uruguay
	
	Sao Tome and Principe
	

	Cote d'Ivoire
	Kiribati
	Panama
	Uzbekistan**
	
	Sierra Leone
	


Note: Landlocked developing countries are marked with "**".
Appendix 3: Descriptive statistics on variables used in the analysis

	Variable
	Observations
	Mean
	Standard deviation
	Minimum
	Maximum

	TAXREF
	609
	59.305
	14.951
	8.348
	96.949

	RATIO
	609
	19.350
	16.268
	0.000
	81.517

	NRTAX
	600
	14.906
	6.763
	0.988
	44.768

	TRCOST
	609
	325.277
	56.760
	166.173
	494.258

	TARIFF
	563
	1.103
	0.029
	1.026
	1.249

	NTARIFF
	563
	280.200
	53.734
	154.773
	433.378

	OPEN
	565
	80.818
	38.903
	18.418
	376.163

	OPENSW
	565
	0.001
	0.004
	0.000003
	0.076

	GROWTH
	609
	4.18
	3.51
	-10.566
	35.753

	ODA
	609
	542,000,000
	739,000,000
	160000
	6,740,000,000

	INFLATION
	609
	8.552
	20.412
	-4.686
	386.246

	INST
	609
	-0.860
	1.549
	-4.681
	3.658

	GDPC
	609
	4641.242
	5491.218
	198.919
	40574.750

	POP
	609
	35,400,000
	132,000,000
	17662
	1,330,000,000



