
 

 

 

 
Working Paper 2017-7 
 
 
 
 

The Political Economy of Tax Reforms 
and the Implications for Social  
Development in Nicaragua 

Roberto Molina 
 
 
 
 
 
 
 
prepared for the UNRISD project on 
Politics of Domestic Resource Mobilization 
 
 
 
 
 
 
 
 
May 2017 
 
 
 
 
 
 
 

 

UNRISD Working Papers are posted online  
to stimulate discussion and critical comment. 



 
 

 
 
 

The United Nations Research Institute for Social Development (UNRISD) is an autonomous 
research institute within the UN system that undertakes multidisciplinary research and policy 
analysis on the social dimensions of contemporary development issues. Through our work we 
aim to ensure that social equity, inclusion and justice are central to development thinking, policy 
and practice. 
 

UNRISD, Palais des Nations 
1211 Geneva 10, Switzerland 

 
Tel: +41 (0)22 9173020 
Fax: +41 (0)22 9170650 

info@unrisd.org 
www.unrisd.org 

 
 
 

 
 
 
The  Fundación Internacional para el Desafío Económico Global (FIDEG) is a non-profit, 
independent and multidisciplinary research center in Nicaragua. Its research and consultancy 
work focuses on social and economic policies, poverty eradication, and sustainable development 
from a gender perspective. 
 

Fundación Internacional para el Desafío Económico Global (FIDEG)  
Bolonia, de PriceSmart 2C al Norte 

Managua Nicaragua 
Tel: +505 (0)22668708/09 

 
info@fideg.org  
www.fideg.org  

 
 
 
 
 
 

Copyright  ©  United Nations Research Institute for Social Development 
 
This is not a formal UNRISD publication. The responsibility for opinions expressed in signed studies 
rests solely with their author(s). No publication or distribution of these papers is permitted without the 
prior authorization of the author(s), except for personal use. 

mailto:info@fideg.org
http://www.fideg.org/


 

i 
 

Introduction to Working Papers on  
The Politics of Domestic Resource  
Mobilization for Social Development  
 
This paper is part of a series of outputs from the research project on The Politics of 
Domestic Resource Mobilization for Social Development. 
 
The project seeks to contribute to global debates on the political and institutional 
contexts that enable poor countries to mobilize domestic resources for social 
development. It examines the processes and mechanisms that connect the politics of 
resource mobilization and demands for social provision; changes in state-citizen and 
donor-recipient relations associated with resource mobilization and allocation; and 
governance reforms that can lead to improved and sustainable revenue yields and 
services. For further information on the project visit www.unrisd.org/pdrm. 
 
This project is funded by SIDA and UNRISD core funds. 
 
Series Editors: Katja Hujo and Harald Braumann 
 

Working Papers on The Politics of Domestic  
Resource Mobilization for Social Development 
 
The Political Economy of Tax Reforms and the Implications for Social Development in 
Nicaragua 
Roberto Molina, May 2017. 
 
State-Society and Donor Relations: The Political Economy of Domestic Resource 
Mobilization in Nicaragua 
Gloria Carrión, February 2017. 
 
Movilización de Recursos Domésticos, Desarrollo Social y Cambio Institucional: 
Descentralización y Autonomías Municipales en Bolivia 
Wilson Jiménez Pozo, January 2017. 
 
El Financiamiento del Desarrollo en Bolivia: Cambios y Continuidades en la Relación 
Estado-Cooperación Internacional (2006–2013)  
Maria Verónica Paz Arauco, Decembre 2016. 
 
Protesta Social y Movilización de Recursos para el Desarrollo Social en Bolivia 
Santiago Daroca Oller, April 2016. 
 
Politics and Organizational Capacities of Selected Key Fiscal and Social Institutions in 
Uganda. 
Mesharch W. Katusiimeh and Jalia Kangave, August 2015. 
 
Political Economy of Citizenship Regimes: Tax in India and Brazil. 
Aaron Schneider, July 2015. 
 

http://www.unrisd.org/pdrm


UNRISD Working Paper 2017-7 

ii 
 

Mining and Resource Mobilization for Social Development: The Case of Nicaragua. 
Hilda María Gutiérrez Elizondo, April 2015. 
 
Examining the Catalytic Effect of Aid on Domestic Resource Mobilization for Social 
Transfers in Low-Income Countries 
Cécile Cherrier, February 2015. 
 
Tax Bargains: Understanding the Role Played by Public and Private Actors in 
Influencing Tax Policy Reform in Uganda. 
Jalia Kangave and Mesharch W. Katusiimeh, February 2015. 
 
State-Business Relations and the Financing of the Welfare State in Argentina and Chile: 
Challenges and Prospects. 
Jamee K. Moudud, Esteban Perez Caldentey and Enrique Delamonica, December 2014. 
 
From Consensus to Contention: Changing Revenue and Policy Dynamics in Uganda. 
Anne Mette Kjær and Marianne S. Ulriksen, December 2014. 
 
Fiscal Capacity and Aid Allocation: Domestic Resource Mobilization and Foreign Aid 
in Developing Countries. 
Aniket Bhushan and Yiagadeesen Samy, May 2014. 
 
The History of Resource Mobilization and Social Spending in Uganda. 
Marianne S. Ulriksen and Mesharch W. Katusiimeh, March 2014. 
 
Extractive Industries, Revenue Allocation and Local Politics.  
Javier Arellano and Andrés Mejía Acosta. March 2014. 
 
Obstacles to Increasing Tax Revenues in Low-Income Countries.  
Mick Moore, November 2013. UNRISD-ICTD Working Paper No. 15, UNRISD, 
International Centre for Tax and Development. 
 

Working Papers from a Related Project 
Mobilizing Revenues from Extractive Industries: Protecting and Promoting 
Children’s Rights and Well-Being in Resource-Rich Countries 
 
The Political Economy of Mineral Resource Governance and Children's Rights in 
Papua New Guinea 
Catherine Macdonald, December 2016. 
 
The Political Economy of Enhancing Children's Rights through Mineral Rents: The 
Case of Mongolia 
Hatcher, Pascale, Etienne Roy Grégoire and Bonnie Campell, July 2016. 
 
Extractive Industries and the Financing of Child-Inclusive Social Development in the 
Philippines: Trends and Policy Frameworks 
Cielo Magno, January 2016. 
 

http://www.unrisd.org/arellano-acosta
http://www.ictd.ac/en/publications/obstacles-increasing-tax-revenues-low-income-countries


The Political Economy of Tax Reform in Nicaragua 
Roberto Molina 

 
The Political Economy of Financing Children’s Rights through Extractive Industries in 
the Philippines 
Jewellord T. Nem Singh, Jean B. Grugel and Pascale Hatcher, January 2016. 
 
  



UNRISD Working Paper 2017-7 

iv 
 

Contents  

Summary ......................................................................................................................... vii 

Acknowledgements ........................................................................................................ vii 

Introduction .......................................................................................................................1 

Methodology ......................................................................................................................2 

Conceptual Framework and Definition of Key Terms ......................................................3 

Historical Trends of Tax Collection Vis À Vis Social Expenditures in Nicaragua ..........5 
The Late Somoza Dictatorship (1972-1979) ............................................................................. 5 
The Sandinista Revolutionary Period (1980-1989) .................................................................. 8 
The Neoliberal Period (1990-2006) ........................................................................................ 11 
Tax Policy and Social Development during the Ortega Administration (2007-Present) ........ 16 

Fiscal Equity Law under the Ortega Administration, 2007 – 2012 .................................... 16 
The Role the Private Sector and Civil Society have Played in the Reforms of the Fiscal 
Equity Law ......................................................................................................................... 21 
Tax Concertation Law under the Ortega Administration, 2012 - Present .......................... 22 
The Role of Civil Society and the Private Sector in the Tax Concertation Law ................ 24 
Reform to Tax Concertation Law (2014) ........................................................................... 26 

Conclusions and Recommendations ................................................................................28 
Conclusions ............................................................................................................................. 28 
Recommendations ................................................................................................................... 29 

References .......................................................................................................................31 

List of Interviews .............................................................................................................39 

Annex 1. Main Tax Reforms in the 1970’s .....................................................................40 

Annex 2. Main Tax Reforms in the 1980’s .....................................................................42 

Annex 3. Summary of laws and reforms from 2003 to 2014 ..........................................45 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



The Political Economy of Tax Reform in Nicaragua 
Roberto Molina 

 

List of Figures 
 
Figure 1. Tax Revenue as a Percentage of GDP, Current Prices (1970-1978) .............................. 6 
Figure 2. Direct and Indirect Taxes as a Percentage of GDP, Current Prices (1970-1978) .......... 7 
Figure 3. Direct and Indirect Taxes as Percentage of GDP, Current Prices (1980-1989) ............. 9 
Figure 4. Tax Revenue as a Percentage of GDP, Current Prices (1980-1989) ............................ 10 
Figure 5. Education Expenses as a Percentage of GDP, Current Prices (1980-1989) ................ 11 
Figure 6. Tax Revenue as a Percentage of GDP, Current Prices (1997-2006) ............................ 13 
Figure 7. Direct and Indirect Taxes as a Percentage of GDP, Current Prices (1990-2010) ........ 14 
Figure 8. Education Expenses, Healthcare Expenses and Housing Expenses as a Percentage 

of GDP and GDP per capita, Constant Prices (1990-2009) .................................................. 15 
Figure 9. Total Tax Revenue Trend in millions of US dollars: Reforms to the Fiscal                      

Equity Law (2007-2012) ....................................................................................................... 18 
Figure 10. Tax Composition as Share of GDP (2007-2012) ....................................................... 19 
Figure 11. Tax Revenue Collection (1997-2014) ........................................................................ 19 
Figure 12. Central government tax collection structure (2007-2016) ......................................... 20 
Figure 13. Gross Social Expenditure (2007-2013) ...................................................................... 21 
Figure 14. Tax Revenue–Social Expenses, Education Expenses and Healthcare Expenses as 

a Percentage of GDP (2007-2013) ........................................................................................ 21 
Figure 15. Rate of Growth of Revenue Collection (2003-2014) ................................................. 23 
 
 
List of Tables 
 
Table 1. Main Macroeconomic Indicators (1980-1990)................................................................ 9 
Table 2. Main Macroeconomic Indicators (2009-2013).............................................................. 17 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



UNRISD Working Paper 2017-7 

vi 
 

Acronyms 
 
ANJF Nicaraguan Alliance for Fiscal Justice (NAFJ): Alianza Nicaragüense 

por la Justicia Fiscal 
ALN Nicaraguan Liberal Alliance: Alianza Liberal Nicaragüense 
ANN Nicaraguan National Assembly (NNA): Asamblea Nacional de Nicaragua 
BAGSA The Agricultural and Livestock Exchange (ALE): Bolsa Agropecuaria 

de Nicaragua 
BCN Central Bank of Nicaragua: Banco Central de Nicaragua 
CENIS Negotiable Certificate of Investment 
COSEP Superior Council for the Private Enterprise (SCPE): Consejo Superior 

de la Empresa Privada 
CPC Citizen Power Councils  
CSJ 
DGP 

Supreme Court of Justice (SCJ): Corte Suprema de Justicia 
General Directorate of the Budget: Dirección General del Presupuesto 

EMNV Living Standards Measurement Survey (LSMS): Encuesta de Medición 
de Nivel de Vida  

FNT National Workers Front 
FSLN Sandinista National Liberation Front: Frente Sandinista de Liberación 

Nacional 
GDP Gross Domestic Product: Producto Interno Bruto (PIB) 
IEEPP Institute of Strategic Studies and Public Policy (ISSPP): Instituto 

de Estudios Estratégicos y Políticas Públicas 
IFI International Financial Institutions 
IMF International Monetary Fund: Fondo Monetario Internacional (FMI) 
INIET Nicaraguan Institute for Fiscal Studies and Research (NIFSR): Instituto 

Nicaragüense de Investigaciones y Estudios Tributarios 
JGRN National Government Reconstruction Board: Junta de Gobierno 

de Reconstrucción Nacional 
LCT Tax Concertation Law (TCL): Ley de Concertación Tributaria 
NGO Non-Governmental Organization: Organización No Gubernamental (ONG) 
PLC Constitutionalist Liberal Party: Partido Liberal Constitucionalista 
PNDH National Plan for Human Development (NPHD): Plan Nacional 

de Desarrollo Humano 
PRGF Poverty Reduction and Growth Facility 
SCT Selective Consumption Tax: Impuesto Selectivos de Consumo (ISC) 
VAT Value Added Tax: Impuesto al Valor Agregado (IVA) 
  

 
  

预览已结束，完整报告链接和二维码如下：
https://www.yunbaogao.cn/report/index/report?reportId=5_20758


