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ARTICLE INFO  ABSTRACT 

Article history:   

This study examines prior research findings on the 
role of tax policy in economic stability, particularly in the 
contexts of crisis. Economic crises often spark debates 

about the effectiveness of tax policies—whether they 
serve as tools for recovery or exacerbate crisis 
conditions. Focusing on evaluating the impact of both 
expansionary and contractionary tax policies on 

economic stability during crises, this study employs a 

Systematic Literature Review (SLR) with the PRISMA 
approach to ensure replicability and transparency. 
Literature searches were conducted via the Scopus 
database, with inclusion criteria covering 20 studies 
published between 2019 and 2024. The selection 

process involved identifying, screening, and assessing 
relevant studies, emphasizing tax policies during 
economic crises. The findings reveal that tax policies 
have dual effects. On one hand, tax cuts and fiscal 
incentives can stimulate recovery by boosting 

consumption and investment. Conversely, ill-timed or 
poorly targeted tax hikes may deepen recessions by 
reducing liquidity and suppressing growth. The 
discussion highlights the need for responsive policy 
design tailored to economic conditions and coordinated 

with monetary measures. In line with public policy 
theory, particularly contingency theory, this study 
emphasizes that the effectiveness of tax policy is highly 
context-dependent and there is no one-size-fits-all 
solution. 
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INTRODUCTION 

Tax is a mandatory financial contribution imposed on the public to be deposited into 

the state treasury by legal provisions (Nurtanzila, 2016). Taxes reflect citizens' participation 

in supporting state financing and promoting national development (Meliala & Oetomo, 2012). 

Additionally, Pilat et al. (2002) state that taxes are a fiscal policy instrument with significant 

impacts on economic growth and sustainable development. This aligns with the definition 

stated in Law No. 28 of 2007, which declares that tax is a compulsory contribution imposed 

on individuals or businesses based on legislation, without direct compensation, and is used 

for state purposes to achieve optimal public welfare. 

Aqmarina & Furqon (2020) and Samuda (2016) emphasize that tax revenues play a 

strategic role in supporting national development and strengthening economic resilience at 

the central and regional levels. Similarly, Islamiah (2015) states that increased tax revenues 

enable the government to expand expenditure budgets across various sectors, ultimately 

fostering economic growth. Mardiasmo (2018) explains that taxes have two primary functions. 

First, the budgetary function (budgetary) serves as the main source of state revenue used to 

finance government expenditures. Second, the regulatory function (regulated) acts as an 

instrument for the government to direct economic and social policies in line with development 

goals. Furthermore, Nizar (2011) and Suska (2011) argue that taxes also function as an 

automatic stabilizer, indirectly reducing economic volatility without requiring direct 

government intervention. 

However, tax management becomes more complex during economic crises. Dwi (2023) 

defines an economic crisis as a condition where a country experiences a significant economic 

downturn characterized by a decline in Gross Domestic Product (GDP), reduced liquidity, 

rising unemployment, decreased lending activity, and diminished private-sector investment 

(Gevorkyan, 2015). Global economic crises have been recurring phenomena driven by various 

complex factors. Some contributing factors include trade wars, the COVID-19 pandemic, and 

unresolved issues from the 2008 financial crisis (Portanskiy et al., 2020). Notably, the recent 

COVID-19 pandemic had a profound impact, causing a significant slowdown in global 

economic growth and disrupting economic relations and social structures (Ershov, 2020). 

The COVID-19 pandemic plunged Indonesia into an economic recession in the second 

quarter of 2020 (Vanani & Susilo, 2021). Vanani & Susilo (2021) said the pandemic-induced 

crisis negatively affected demand and supply. On the demand side, there was a decline in 

consumption, disruptions in the transportation and travel sectors, and increased distribution 

and trade costs. Meanwhile, on the supply side, there were contractions in labour 

productivity, reduced investment and funding, and disruptions to global supply chains.While 

Indonesia and other countries have since begun recovering, the global economic landscape 

remains vulnerable to future shocks. Emerging threats such as geopolitical tensions, climate 

change-induced disruptions, technological shifts, and potential financial instabilities 

represent significant risks that could trigger new economic crises (Mere, 2025; Saputra et al., 

2024; Setiawati & Alqoodir, 2021). These uncertainties underscore the critical need for 

resilient and adaptive fiscal policies capable of mitigating negative impacts and maintaining 

long-term economic stability (Mutiara et al., 2024). As nations continue to confront evolving 

challenges, a comprehensive understanding of the implications of tax policy becomes 

increasingly crucial to ensure fiscal sustainability and inclusive recovery (Gaspar et al., 2024) 

Several empirical studies indicate that tax policies implemented during economic crises 

do not always yield positive economic impacts. For example, Agustina & Hartono (2022) found 

that a 3% reduction in corporate income tax rates and a 1% increase in Value-Added Tax 

(VAT) could boost government consumption and investment while reducing household 
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consumption, GDP, and rural household incomes. Similarly, Pratiwi (2022) found that tax 

hikes could decrease household consumption by 0.32–0.51% over two to three years. 

Meanwhile, (Tarmizi, 2023) showed that raising VAT to 12% could reduce nominal GDP by 

0.8% and increase poverty by 267,279 people due to price distortions caused by the policy. 

The global economic crisis has triggered diverse tax policy adjustments worldwide, yet 

their effectiveness remains debated. Many countries have modified tax rates to mitigate 

economic downturns, reflecting varied national strategies. However, research by Öz Yalaman 

(2019) reveals no clear causal relationship between corporate tax cuts and growth during 

crises, complicating policy decisions. This suggests that non-tax factors—like political 

stability or monetary interventions—may be more pivotal for recovery. In addressing the 

economic crisis's impact on tax policies, economic theory offers various approaches to 

balance state revenue and economic growth. One widely used approach is Keynesian theory. 

Sriyanto et al. (2023) state that Keynesian theory emphasizes government intervention in the 

economy to support aggregate demand and prevent recessions. According to Aruan et al. 

(2023), the Keynesian approach highlights two key steps in responding to economic crises: 

increased public spending as an economic stimulus and tax relief for individuals and 

businesses to enhance purchasing power and investment activity. 

Indonesia's decision to increase VAT during economic recovery represented a notable 

departure from conventional Keynesian crisis response strategies. Rather than implementing 

tax cuts or stimulus spending as typically recommended during downturns, the government 

chose to raise the VAT rate from 10% to 11% through Law No. 7/2021, which took effect in 

April 2022. This policy shift occurred during a critical recovery phase when the economy 

remained vulnerable from the COVID-19 pandemic's impacts (Pratiwi, 2022), raising 

questions about its potential effects on consumer spending and economic growth. The move 

reflected a calculated policy choice that prioritized fiscal consolidation and long-term revenue 

stability over short-term demand stimulation, offering an alternative approach to crisis 

management in emerging economies. 

The policy's implementation sparked academic debate, as alternative economic 

perspectives suggest different crisis-response approaches. The contrast between Keynesian 

theory—which advocates tax cuts and increased government spending during crises—and 

the government's decision to raise taxes invites deeper analysis. Therefore, this study aims 

to examine prior research on the role of tax increases in economic stability, particularly 

during crises. It explores whether such policies exacerbate economic pressures or serve as 

effective fiscal instruments to balance state revenue, mitigate crisis impacts, and accelerate 

economic recovery across nations. 

 

METHODS 

Systematic Literature Review: Approach and Method 

 Systematic Literature Review (SLR) is a systematic approach to analyzing existing 

research. This method aims to identify, evaluate, and synthesize all relevant studies on a 

specific topic, providing a comprehensive overview of current knowledge (García-Peñalvo, 

2022; Turk, 2021; Visic, 2022). By conducting an SLR, researchers can identify gaps in the 

literature, ultimately helping to determine future research directions (Fundoni et al., 2023). 

Thus, SLR serves not only as a tool for understanding the current state of a field but also as 

a guide for further research development. 

The process of conducting a Systematic Literature Review (SLR) involves several 

structured phases, as outlined below. 
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1. Planning 

This phase involves formulating clear research questions (Halcomb & Fernandez, 2015) 

and developing a review protocol that outlines the rationale, hypotheses, and methods to 

ensure transparency and replicability (Moher et al., 2015). 

2. Implementation 

This includes: 

○ Searching: Conducting a comprehensive literature search with defined 

inclusion/exclusion criteria (Mengist et al., 2020), 

○ Screening and Selection: Screening and selecting relevant studies based on 

predetermined criteria (Riaño-Casallas & Rojas-Berrío, 2023), and 

○ Quality Assessment: Assessing the quality of selected studies using the PRISMA 

approach (Soni, 2025), which supports a systematic and unbiased review. 

3. Data Extraction and Synthesis 

Data is extracted from selected studies and synthesized using meta-analysis for 

quantitative data or meta-synthesis for qualitative data (Harry & Alrezq, 2022). 

4. Reporting 

The final phase involves writing the review in a standardized format (introduction, 

methods, results, discussion, conclusion) and disseminating findings through journals 

or conferences (Muka et al., 2020; Riaño-Casallas & Rojas-Berrío, 2023). SLRs contribute 

to evidence-based research by applying rigorous and transparent methodologies. 

 

Research Question Identification 

 The research questions were formulated using the PCC framework (Population, 
Concept, Context). The table below outlines the PCC components applied in this study: 

 
Table 1. PCC Framework 

Population Government, policymakers, economic actors 

Concept Tax policy 

Context Global economic crisis 

Source: Processed by the author, 2025 

 

Identification of Relevant Studies 

The selected studies were required to meet specific inclusion criteria. A literature search 

was conducted using the Scopus database, with initial screening based on article titles, 

abstracts, and keywords. The inclusion criteria comprised studies published in Indonesian 

or English between 2019 and 2024, encompassing both quantitative and qualitative research 

designs, and full-text articles that were accessible. This time frame was chosen because 

preliminary searches for the period 2014–2018 did not yield articles compatible with the 

research method used in this study. Additionally, inclusion was determined using a 

combination of keywords: "Tax", "Tax Policy", "Economic Crisis", "Financial Crisis", and 

"Recession". A Boolean search string was applied: ("Tax*" OR "Tax Policy") AND ("Economic 

Crisis" OR "Financial Crisis" OR "Recession"). Conversely, studies that did not align with the 

P (Population), C (Concept), and C (Context) criteria were excluded from the dataset (Table 2). 
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Table 2. Inclusion and Exclusion Criteria 

Inclusion Exclusion 

Articles Book chapter, Review, Book, Conference paper, Note, etc. 

Quantitative and qualitative - 

Publication between 2019 to 2024 Publication under 2019 

Indonesian and English - 

Source: Processed by the author, 2025 

 

Source: Processed by the author, 2025 
Figure 1. Flowchart PRISMA 

 

Study Selection 

The selection process of studies that have gone through the stages of removing 

duplicates and removing by year is then carried out by identification based on inclusion 

criteria. Afterwards, articles that pass the identification stage are screened based on title, 

abstract, and keywords to determine their eligibility. At the stage of eligibility for inclusion, 

articles are reviewed in depth to determine whether the articles comply with the criteria. 

Appropriate articles are then organized in a table that includes information on author names, 

year of publication, title, research design, results, and conclusions. Based on the selection 

process, there are 20 selected articles as final results. 

 

RESULT AND DISCUSSIONS 

Research Review on Tax Policy and the Global Economic Crisis 

Bibliometric analysis conducted on 20 selected key articles as final results reveals 

distinct patterns in tax policy research during economic crises. The largest and most central 

node in this research is fiscal policy, which shows that this topic is the core of the research 
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analyzed. The main themes that emerge include tax revenue and property tax, which shows 

that many studies discuss how fiscal policy affects tax revenue and property tax in the global 

economic crisis. These findings, derived from systematic analysis of the final 20 selected 

studies, provide a concentrated view of how researchers have primarily examined the 

relationship between crisis response measures and taxation systems. 

  

Source: Processed by the Author from Vosviewer, 2025 
Figure 2. Bibliometric Analysis 

 

One significant branch is COVID-19, which includes taxes and tax avoidance. This 

shows that the presence of COVID-19 has made various countries create effective fiscal 

policies to be able to adapt to the crisis that occurred. In addition, the theme of economic 

growth and fiscal multipliers, including the Great Recession, also shows that the study 

evaluates the extent to which fiscal policy can stimulate the country's economy during a 

crisis. This study also focuses on analyzing other types of fiscal policies, such as value-added 

tax, and other impacts of choosing the type of fiscal policy, such as crowding out and changes 

in interest rates and credit ratings. 

Overall, this bibliometric analysis provides a comprehensive picture of the various 

aspects studied in the context of fiscal policy, in this case, taxation during the global 

economic crisis. This study includes an analysis of the influence of tax policies implemented 

during the global economic crisis, which shows the positive or negative impacts of the 

implementation, as well as case studies in various countries. 

Furthermore, after filtering, 20 articles were found. The articles that can be used as 

references in this study are as follows. 

Table 3. Tax Policies with Positive Economic Impact (Cure) 

No. Author (Year) - 

Country 

Research Objectives Research Result 

1. Müller (2022) – 

Germany 

To evaluate the effect of 

temporary VAT cuts during 

COVID-19 

Cure — Boosted GDP by 0.3% 

in 2020 

2. Andersson 

(2021) – Sweden 

To assess tax deferral as a 

liquidity tool during the 2008 

crisis 

Cure — Improved firm liquidity, 

reduced bankruptcies 

3. García & López 

(2022) – Mexico 

To propose an inclusive tax 

reform to support recovery 

Cure — Stimulated recovery 

without increasing debt 
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No. Author (Year) - 

Country 

Research Objectives Research Result 

4. Puspa et al. 

(2023) – 

Indonesia 

To test effectiveness of 

automatic stabilizers during 

recession 

Cure — Helped stabilize 

revenue and reduce shock 

impact 

5. Zhang & Liu 

(2023) – China 

To analyze if VAT cuts reduced 

firm leverage 

Cure — Reduced short-term 

debt and risk exposure 

6. Wibowo (2022) – 

Indonesia 

To assess the impact of the 

2016 tax amnesty policy 

Cure — Increased tax base and 

asset declaration 

7. Dupont et al. 

(2022) – EU 

To link tax relief to post-

COVID GDP growth 

Cure — Corporate tax cuts 

correlated with growth 

8. Naidoo (2024) – 

South Africa 

To evaluate effect of debt-

financed stimulus via taxation 

Cure — Supported output 

under monetary slack 

9. Nieminen (2021) 

– Finland 

To assess payroll tax cuts’ role 

in preserving jobs 

Cure — Reduced job losses, 

especially among men and low-

skilled workers 

10. Rossi & Becker 

(2019) – 

Eurozone 

To explore optimal tax rate for 

maximizing revenue 

Cure — Improved efficiency 

through better tax design 

Source: Processed by Author, 2025 

Table 4. Tax Policies with Negative Economic Impact (Curse) 

No. Author (Year) - 
Country 

Research Objectives Research Result 

1. Ivanova (2022) – 

EU 

To examine property tax 

changes during the 2008 
crisis 

Curse — Linked to GDP and 

revenue decline 

2. Sharma et al. 
(2023) – Global 

To assess corporate tax 
avoidance under crisis 
pressure 

Curse — Weak tax enforcement 
increased avoidance 

3. Papadopoulos 
(2021) – Greece 

To review IMF/EU austerity 
tax policies 

Curse — Regressive tax hikes 
worsened economic recovery 

4. Mokoena (2022) – 
South Africa 

To estimate fiscal multipliers 
amid rising debt 

Curse — High taxes had 
diminishing economic effect 

5. Silva et al. (2022) – 
Portugal 

To simulate counterfactual 
fiscal paths without austerity 

Curse — Tax-heavy 
consolidation reduced output 
in short run 

6. Novak & Jansen 
(2021) – EU 

To evaluate bank levies’ ability 
to reduce systemic risk 

Curse — Created unintended 
market distortions 

7. Kowalski (2019) – 
EU 

To analyze behavioral effects 
of bank levies 

Curse — Risk moved from 
liabilities to risky assets 

8. Tavares (2019) – 
OECD 

To measure austerity’s 
macroeconomic impact 

Curse — Reduced GDP, raised 
debt-to-GDP ratio 

9. Kim & Park (2023) 

– Korea 

To track leverage changes 

during Asian and global crises 

Curse — Lack of tax tools 

delayed optimal adjustment 
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No. Author (Year) - 
Country 

Research Objectives Research Result 

10. D’Alessandro 
(2021) – EU 

To forecast COVID’s impact 
on tax revenue 

Curse — Revenue collapse 
weakened fiscal response 

capacity 

Source: Processed by Author, 2025 

 Based on a systematic review of 20 selected studies presented in Tables 3 and 4, tax 

policies during economic crises demonstrate contrasting dual effects depending on their 

design and implementation. On one hand, expansionary policies such as temporary VAT 

reductions (Müller, 2022), tax payment deferrals (Andersson, 2021), and inclusive tax reforms 

(García & López, 2022) proved effective as a 'cure' by stimulating GDP growth, improving 

corporate liquidity, and expanding the tax base without increasing debt burdens. Automatic 

stabilizers (Puspa et al., 2023) and corporate tax cuts (Dupont et al., 2022) also contributed 

positively by reducing financial risks and creating employment opportunities. 

On the other hand, contractionary tax measures including property tax increases 

(Ivanova, 2022), austerity policies (Papadopoulos, 2021; Tavares, 2019), and financial sector 

levies (Novak & Jansen, 2021) tended to become a 'curse' by suppressing economic growth, 

exacerbating inequality, and creating market distortions. Weak tax enforcement (Sharma et 

al., 2023) and fiscal revenue collapse (D'Alessandro, 2021) further undermined crisis 

response capacity. 

These key findings underscore that the success of crisis tax policies critically depends 

on timely implementation, accurate beneficiary targeting, and coordination with monetary 

policy. Future research should explore optimization of tax instruments across various crisis 

contexts, particularly in developing countries with limited fiscal capacity.                

  

Source: Processed by Author, 2025 
Figure 3. Research Based on Year of Publication 

  

 The research trend related to taxation policy during the economic crisis fluctuated 

from 2019 to 204. In 2019, there was only 1 study, and the following years increased 

consecutively from 2 to 3 until the peak of the most research in 2022. This shows that many 

authors tend to conduct research in the year after the COVID-19 pandemic or the year after 

the global economic crisis. In years far from the crisis, there tends to be little research. 
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Table 4. Previous Research Methods 

 

 

 

 

 

Source: Processed by Author, 2025 

The analysis of research methods in the summary of tax policy literature during the 

crisis shows that out of 20 articles reviewed, quantitative approaches are the most dominant 

(15 studies), followed by qualitative approaches (4 studies), and only one study uses mixed 

methods. Quantitative methods are used mainly to empirically measure the impact of tax 

policies, such as through macroeconometric models (DSGE, VAR, QMM) and regression 

analysis (Difference-in-Differences, panel data, Laffer curve). These studies assess a variety 

of policies, ranging from VAT cuts in Germany and China to the effects of austerity policies 

in Portugal, with relevant results such as a 0.3% increase in GDP in Germany. 

In contrast, qualitative methods are used in contexts that require in-depth exploration 

of historical and political aspects, such as the failure of austerity in Greece or the 

ineffectiveness of tax amnesty in Indonesia. Meanwhile, mixed methods approaches, such as 

in the study by Syamsurijal et al. (2023), combine ARDL models and process tracing to 

measure income tax elasticity while tracing policy mechanisms. The findings show that 

expansionary policies, such as tax cuts, tend to be effective according to quantitative 

approaches, while contractionary policies, such as austerity and bank taxes, have negative 

impacts, which are also supported by qualitative analysis. The studies also underline the 

importance of fiscal-monetary coordination in implementing debt-based stimulus. 

Therefore, for future research, quantitative approaches are recommended to test new 

policies such as carbon taxes, qualitative approaches to examine cross-country variations, 

and mixed methods to evaluate the long-run impact on social inequality. Although 

quantitative approaches dominate due to the need for empirical evidence, qualitative 

approaches remain important to understand policy gaps, with the caveat that data limitations 

in developing countries still pose a challenge in the use of macro models. 

 

Analysis of the Relationship between Tax Policy and the Global Economic Crisis 

1. Impact of the Global Economic Crisis on Tax Policy 
The global economic crisis has significantly impacted the formulation of tax policies in 

various countries. In a crisis, the government is often faced with a decrease in state revenue 

due to slowing economic activity (Țibulcă, 2022), while the need for state spending increases 

to restore the economy (Menguy, 2022; van Rensburg et al., 2022). In their research, Ferreira‐

Lopes et al. (2020) stated that the government needs to evaluate and adjust tax policies to 

maintain fiscal stability. For example, countries like China lower tax rates to stimulate 

economic growth (Liu et al., 2023) while others increase or expand the tax base to cover the 

budget deficit (Ferreira‐Lopes et al., 2020). Thus, the global economic crisis is a key factor 

influencing the direction and strategy of tax policy. 

During the crisis, fiscal and tax policy priorities also shifted. The government tends to 

focus on counter-cyclical policies, such as fiscal stimulus and tax incentives, to encourage 

economic recovery. On the other hand, (House et al., 2020) stated that austerity measures 

Research methods Number of Research 

Qualitative 4 

Quantitative 15 

Mix Method 1 

Total 20 
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can also be implemented to reduce the budget deficit. However, they are often controversial 

because they have the potential to slow down economic recovery. In addition, the government 

may shift priorities from income taxes to consumption or property taxes, which are 

considered more stable and less susceptible to economic fluctuations (Enăchescu, 2022; 

Funke & Terasa, 2022; Hollander, 2024; Syamsurijal et al., 2023). This priority change 

reflects the government's efforts to balance short-term needs, such as economic recovery, 

and long-term goals, such as fiscal stability. 

However, designing tax policies during a crisis is not easy. One of the main challenges 

is economic uncertainty, which makes tax revenue predictions difficult. In addition, the 

government must face political and social pressures, where tax policies considered 

burdensome can trigger rejection from the public or business actors. On the other hand, 

policies that are too loose risk worsening the budget deficit. Another challenge is maintaining 

fairness in the tax system, especially when economic inequality increases during a crisis. 

Therefore, the government needs to design tax policies that are economically effective, fair, 

and widely accepted by the public. 

 

2. Tax Policy as an Instrument of Economic Stabilization 

The complexity of managing the economy during a crisis makes fiscal policy, including 

taxation, an important part of maintaining economic stability. As Nizar (2011) and Suska 

(2011) explain, taxes function as automatic stability in the economy to reduce volatility. This 

is in line with a study by Menguy (2022) which shows that in recessionary conditions, such 

as during the COVID-19 pandemic, tax policy, especially tax reductions, is a strategic step to 

support economic recovery. 

A study by Funke & Terasa (2022) explains that VAT rate cuts can be an effective 

economic stimulus tool by increasing consumption and investment. In line with that, Hannan 

et al. (2022) show that tax system reforms, such as increasing VAT efficiency and 

restructuring income tax, can accelerate economic growth and stabilize public debt. In 

addition, Syamsurijal et al. (2023) found that income tax functions as an automatic stabilizer 

in the economy because it has a two-way causal relationship with GDP. However, fiscal 

policies relying on tax increases are not always effective, as Menguy (2022) expressed, where 

countries that rely more on direct taxes experience economic slowdowns. 

Meanwhile, Hollander (2024) highlights the risk of rising interest rates due to debt-

based fiscal stimulus, which can disrupt economic stability in the long run. From the 

employment side, Benzarti & Harju (2021) show that payroll tax cuts help companies survive 

recessions by maintaining workforce stability. In addition, Ferreira‐Lopes et al. (2020) 

emphasize that excessive tax increases can reduce overall tax revenues, as explained in the 

Laffer Curve concept. Finally, House et al. (2020) reveal that austerity or budget-tightening 

policies that focus on increasing taxes without fiscal stimulus worsen recessions by 

suppressing aggregate demand and increasing the debt-to-GDP ratio. 

Based on these findings, tax policy plays an important role in stabilizing the economy, 

but its effectiveness depends on its design and implementation. Appropriate tax cuts can 

boost economic growth and increase people's purchasing power, while efficient tax reforms 

can help balance the state budget. Conversely, poorly planned tax increases can hinder 

growth and worsen the crisis. Therefore, tax policy must be designed carefully considering 

economic conditions, fiscal needs, and long-term impacts on economic stability. 

 

3. Impact of Tax Policy During Economic Crisis: Case Studies in Various Countries 

Table 4. Summary of Tax Policy in Times of Crisis 
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Country Economic Crisis (Year) Types of Tax Policies 

South Africa 
Global Financial Crisis 

(2008) 
Debt-based fiscal stimulus with tax 
cuts and increased spending 

European 
Region 

Global Financial Crisis 
(2008) 

Tax rate increases during the global 
economic crisis 

Developed 
countries 
(GIIPS) 

European Economic Crisis 
(2010-2014) 

Budget austerity policy: Spending cuts 
and tax increases 

Portugal 
European Economic Crisis 

(2010-2014) 
Increase in tax rates as part of budget-
tightening policy 

Greece 
European Economic Crisis 

(2010-2014) 
Tax increases as part of budget-
tightening policy 

Indonesia 
Global Economic Crisis 

(2018) 
Tax Amnesty Policy 

China 
Global Economic Crisis 

(2018) 
VAT rate cuts 

German COVID-19 Pandemic (2020) Temporary reduction in VAT rates 

Mexico COVID-19 Pandemic (2020) 
Increasing VAT efficiency, reducing 
inefficient income tax expenditures, and 
expanding the personal tax base 

European 
Union 

COVID-19 Pandemic (2020) 
Digitalization of the tax system to 
increase efficiency and reduce tax 
evasion 

Source: Processed by author, 2025 

Tax policy plays a strategic role in dealing with economic crises in various countries. 

Each country applies a different approach, ranging from tax cuts, tax rate increases, and tax 

amnesty to digitalization of the tax system. However, the effectiveness of these policies is 

highly dependent on each country's economic conditions and market response.  

In South Africa, a fiscal stimulus policy based on tax cuts and increased spending 

succeeded in reducing the debt-to-GDP ratio through investment but also increased interest 

rates in the long term, which risks hampering future economic growth (Hollander, 2024) 

Meanwhile, China implemented a VAT rate cut that helped companies reduce debt and 

increase financial stability, especially for small and medium enterprises (Liu et al., 2023) 

Germany also implemented a similar policy during the COVID-19 pandemic through a 

temporary VAT rate cut to encourage consumption and investment. Although this policy was 

successful in the short term, its effectiveness in the long term is still questionable due to the 

risk of slowing economic recovery due to high adjustment costs (Funke & Terasa, 2022)  

In contrast, countries in Europe experiencing crisis, such as Portugal and Greece, chose 

austerity policies that included tax increases and public spending cuts. However, this 

measure actually worsened economic conditions by slowing economic growth, increasing 

unemployment, and deepening the recession (De Pinho & Pinho, 2022; Marangos, 2021). In 

several European countries, the policy of increasing tax rates even caused a deeper economic 

contraction because consumption and investment declined, in line with the Laffer curve 

theory which shows that excessive tax increases can reduce overall tax revenues (Ferreira‐
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Lopes et al., 2020). In the GIIPS countries (Greece, Italy, Ireland, Portugal, and Spain), 

austerity policies also failed to reduce the debt-to-GDP ratio because economic growth 

continued to weaken, increasing dependence on international loans (House et al., 2020)  

In Indonesia, the tax amnesty policy was implemented in response to the global 

economic crisis in 2018. Although this policy succeeded in increasing tax compliance in the 

short term, its impact on the national tax ratio was not long-lasting because it was not 

followed by deeper structural reforms (Erizal et al., 2022) Unlike Indonesia, Mexico chose to 

improve the efficiency of the tax system through VAT reform and the elimination of ineffective 

tax incentives. These reforms have proven to be able to increase economic output in the 

medium term and reduce public debt steadily without hampering economic growth (Hannan 

et al., 2022). 

Amidst technological developments, several countries have begun to adopt tax 

digitalization to increase efficiency and reduce tax evasion. The European Union, for example, 

implemented the digitalization of its tax system to accelerate revenue collection and stabilize 

fiscal during the COVID-19 pandemic (Țibulcă, 2022) Although this policy has had a positive 

impact on most member states, several countries such as Greece, Hungary, Czech Republic, 

and Italy are still having difficulty restoring their tax revenues to pre-pandemic levels due to 

external factors and weak economic structures. 

Based on existing studies, there is no universal tax policy suitable for addressing all 

economic crises. While tax cuts may encourage consumption and investment, they risk 

undermining long-term fiscal stability. Conversely, austerity measures—such as tax hikes 

and spending cuts—often intensify economic downturns. More sustainable outcomes have 

been observed in countries that implemented structural reforms to improve tax efficiency, 

like Mexico and the European Union, which successfully increased revenue while supporting 

economic recovery. These varied outcomes highlight the importance of context-specific 

approaches in tax policy design. In line with public policy theory, particularly contingency 

theory, the effectiveness of a policy depends on its alignment with specific economic, 

institutional, and social conditions—affirming that there is no "one-size-fits-all" solution in 

public policy-making (Pang et al., 2023; Rajesh & Vishnupriyan, 2023). 

 

CONCLUSION 

This study provides in-depth insights into the role of tax policy in addressing economic 

crises using the Systematic Literature Review (SLR) method with the PRISMA approach. The 

findings reveal that tax policy can have dual effects. On one hand, tax cuts and fiscal 

incentives may effectively stimulate economic recovery by increasing consumption and 

investment. On the other hand, untimely or poorly targeted tax increases may worsen 

economic conditions by reducing liquidity and suppressing growth. 

Several research gaps remain. Future studies should explore the timing and targeting 

of tax policy implementation in greater depth, considering the economic context and the 

characteristics of affected populations. It is also important to examine the coordination 

between fiscal and monetary policy, given their interdependence in crisis response. Long-

term post-crisis evaluations are essential to understand the sustained effects of tax policies 

on growth and stability. 

In addition, the increasingly global nature of economic crises calls for more attention to 

international policy coordination and comparative studies across countries. These future 

efforts will help develop more nuanced and effective strategies. Ultimately, in line with 

contingency theory, this study reinforces that effective tax policy in times of crisis must be 
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context-sensitive—recognizing that there is no single formula that fits all economic 

environments. 
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