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One of the most widely debated issues in comparative political econo my today is the

r of this debate. According to this thesis

reases the availability of the exit option accorded mobile asset holders and

pete for ionally fluid via tax

reductions. The result, proponents of this view argue, is that all nation states must redesign their

tax systems - and most probably reduce ta: rdens - in order to effectively compete in the new
world economy. The result, many
which will ultimately undermine the welfare state. As Guttorm Schjelderup has written, The fear
is that capital mobility may lead to capital flight from high to low tax countries in such large
amounts than it deprives a nation of its tax base and, as a consequence, its welfare system
(Schjelderup 1993: 377).'

Not all analysts agree however, On the other side of the ‘globalization’ argument are a

Garrett and Lange 1995: 628-9). Similarly, Fritz Scharpf has writt

national welfare states

differ greatly in their vulnerability to international economic pressures, and in the specific
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