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“In this world, nothing can be said to be certain, 
except death and taxes”. While perhaps a bit 
dramatic, Benjamin Franklin was right. For 
countries to reach their development ambitions 
they need – among other things – to be able to 
spend. And in order to spend, a government 
needs to mobilize revenues. Tax revenues are 
already the most important revenue source and 
hence at the epicenter of any country’s journey 
towards development and poverty reduction, 
but also key for the journey towards financial 
independence. 

On the international scene Domestic Revenue 
Mobilization (DRM)2 was highlighted in 2015 
by the Addis Ababa Action Agenda (AAAA) – 
endorsed by the UN General Assembly – as 
key for the financing needed to deliver on the 
Sustainable Development Goals (SDGs). At the 
same time the Addis Tax Initiative (ATI) was 
also launched, recognizing the role of taxes in 
development, bringing donors and developing 
countries together for collaboration on tax 
revenues.

While taxes will never cease to be the subject 
for political debate even in developed countries, 
developing countries with high levels of poverty 
face many specific challenges: narrow tax base 
with a large share of economic activities 
taking place in the informal sector, lack of 

1 Authors: Love Theodossiadis, with comments from Susanna Gable, 
Anders Gerdin, James Donovan and True Schedvin.

2 All terminology in Italics can be found in Tax Glossary in Annex 1.

capacity and ineffective taxation systems, and 
substantial revenue forgone due to legal as 
well as illegal practices. On top of that many 
countries face challenges in spending their 
scarce resources in an effective way in order to 
maximize its development and poverty reducing 
impact. And the failure to do so constrains the 
long-term establishment of a social contract 
that is key for building trust between citizens 
and institutions over time. 

The aim of this Development Economics Brief 
(DEB) is to take a closer look at DRM, with 
a focus on tax revenues in Sida’s partner 
countries. Just as previous DEBs3, this brief 
will take you through some of the key concepts, 
present some recent data from Sidas partner 
countries and reflect on developments, 
challenges and possible ways forward.

INTRODUCTION
What is DRM, why do tax revenues matter, and how 
do different country groups perform?
Domestic Revenue Mobilization (DRM) is the process 
through which governments raise their financial 
resources, that in turn are used for public expendi-
tures. The most common type of revenues are tax 
revenues and non-tax revenues.4 Tax revenues are 
already the most important source of revenue for 
almost all countries in the world, including most 
low-income countries (LIC).5 Tax revenues account for 
more than 80 percent of total government revenue 
in about half of the countries in the world and more 
than 50 percent in almost every country.6 While non-
tax revenues can be substantial in some countries 
– as we will see later – this revenue source, if based 
on finite natural resources, is likely to be exhausted 
in the long-run. Even though tax revenues are an 

3 Development Economic Briefs
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5 Levin (2021), NAI.
6 Taxation – Our World in Data

https://www.un.org/esa/ffd/publications/aaaa-outcome.html
https://www.addistaxinitiative.net/about
https://www.sida.se/en/for-partners/methods-materials/development-economics-breifs/
https://ourworldindata.org/taxation


2

percentage points of GDP is needed in LICs for them to be able to reach SDGs by 2030 in health, 
education, electricity, water, sanitation, and roads. And for that, LICs on average would need to increase 
their tax revenue-to-GDP-ratio – also called the tax ratio – by 5 percentage points.7 
 
The tax ratio varies substantially between different country income groups (figure 1), where 
poorer countries tend to have lower tax ratios. In 2019, high-income countries raised 23.4 percent of 
GDP in tax revenues on average, whilst the corresponding values for LICs was 12.2 percent and middle-
income countries about 17-19 percent. The standard IMF recommendation to countries with low tax 
ratios is to aim for at least 15 percent of GDP in order to be able to fund basic state functions.8 Out of 
124 countries eligible for ODA, one third has a tax ratio below 15 percent of GDP, and two thirds below 
20 percent of GDP.9  

 
Source: UNUWIDER Government Revenue Dataset, 2019, (total taxes) 

The tax structure also differs between country income groups. Richer countries rely more on direct 
taxes and poorer countries tend to rely more on indirect taxes (figure 1). There are two main 
categories of taxes in a country: direct and indirect taxes. Direct taxes are taxes on income, profits, 
capital gains and property. Indirect taxes are taxes on goods and services (also referred to as consumption 
taxes), taxes on international trade and other taxes. About half of the high-income countries’ tax 
revenues come from direct taxes, whilst the corresponding value for low- and middle-income countries 
is about one third (figure 1). Direct taxes in high-income countries are also more diversified.10 Indirect 
taxes are more important for total taxes in low- and middle-income countries with about two thirds of 
tax revenues raised. For the simplification purposes of this brief, focus will be mainly on the most 
common direct taxes in the Personal and Corporate Income Taxes, and the most common indirect taxes 
in the Value-Added Tax (VAT) and Excise Taxes. 

 
Source: The Global Revenue Statistics Database, OECD (2018). 
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9 Ministry of Foreign Affairs (2021), Position paper on FFD and taxes 
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and Excise Taxes.

Source: The Global Revenue Statistics Database, OECD (2018).

Some of the main reasons behind high and low tax 
ratios are differences in the structure of national 
economies, efficiency of the tax systems (including 
capacity)11, as well as political factors. An economic 
structure with low incomes, large informal sector, 
rural based economic activities and low trade-to-
GDP-ratio is much harder to tax. With fewer formal 
incomes and firms, personal and corporate income 
taxes are harder to introduce and enforce, and these 
difficulties are made even worse by weak and inef-
fective tax administration. Taxation of larger formal 
firms and consumption taxes are easier to introduce 
and administrate, which explains why poorer coun-
tries are relatively more dependent on indirect taxes 
(figure 2: VAT and other taxes on goods and services 
for LAC and Africa average) and corporate income 
tax when it comes to direct taxes (figure 2: OECD 
vs Africa average). Effective tax systems require 
capacity to coordinate complex processes as well 
as intensive cooperation between revenue agen-
cies and other organizations both inside and outside 
the public sector, a capacity that is rarely in place in 
poorer countries and takes time to develop. Finally, in 

10 Richer countries tend to raise revenues from property taxes and taxes on 
payroll/workforce to a larger degree.

11 Moore (2013), ICTD.
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important revenue source already, they will increase 
in importance in the future. The IMF estimates that an 
average additional spending of 15 percentage points 
of GDP is needed in LICs for them to be able to reach 
SDGs by 2030 in health, education, electricity, water, 
sanitation, and roads. And for that, LICs on average 
would need to increase their tax revenue-to-GDP-
ratio – also called the tax ratio – by 5 percentage 
points.7

The tax ratio varies substantially between differ-
ent country income groups (figure 1), where poorer 
countries tend to have lower tax ratios. In 2019, 
high-income countries raised 23.4 percent of GDP in 
tax revenues on average, whilst the corresponding 
values for LICs was 12.2 percent and middle-income 
countries about 17-19 percent. The standard IMF rec-
ommendation to countries with low tax ratios is to aim 
for at least 15 percent of GDP in order to be able to 
fund basic state functions.8 Out of 124 countries eligi-
ble for ODA, one third has a tax ratio below 15 percent 
of GDP, and two thirds below 20 percent of GDP.9 

The tax structure also differs between country 
income groups. Richer countries rely more on direct 
taxes and poorer countries tend to rely more on 
indirect taxes (figure 1). There are two main catego-
ries of taxes in a country: direct and indirect taxes. 
Direct taxes are taxes on income, profits, capital 
gains and property. Indirect taxes are taxes on goods 

7 Gaspar, et al. (2019), IMF.
8 Gaspar, et al (2016), IMF
9 Ministry of Foreign Affairs (2021), Position paper on FFD and taxes.
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countries with weak governance and limited transpar-
ency, tax exemptions are common as well as elites 
using their power to avoid taxes.12

How do tax revenues increase?
Historically, rising tax revenues are associated with 
rising GDP, enhanced tax collection capacity, intro-
duction and enforcement of consumption and income 
taxes, and increased expenditures on public ser-
vices as tax revenues increase.13 Tax revenues can 
increase directly by expanding the tax base, improv-
ing tax collection/enforcement (tax administration), 
increasing tax rates, reducing tax exemptions and tax 
evasion or by introducing new taxes. Tax revenues can 
increase indirectly with policies that foster economic 
development, increased incomes and consumption. 
Hence, the public sector is dependent on private 
sector economic activities to tax. Historically, in early-
industrialized countries, rapid economic development 
and massive formal employment creation, created 
a need for more developed tax administration sys-
tems to withhold and collect income taxes at source. 
Countries became gradually better at collecting tax 
revenue as they developed, with gradual increase in 
capacity and reduction of the cost of tax collection. 
Today countries with stronger political institutions and 
higher levels of accountability are more efficient at 
collecting tax revenues.14

But even with economic development and a tax 
system in place, citizens and companies also need 
to be willing to participate. And in order to be will-
ing, trust needs to be built. Prichard (2019) points 
out four key components that need to be in place for 
higher willingness to participate in a broader social/
fiscal contract with the state. First of all, tax systems 
must be perceived as fair in terms of their design and 
administration. Second, tax burdens must be dis-
tributed equitably, with everyone paying their share. 
Third, tax revenues must be translated into effec-
tive public goods and services provision. And, fourth, 
governments administering tax systems must be 
accountable to taxpayers.15

On a global level there are substantial illicit finan-
cial flows (IFFs), tax evasion and tax avoidance with 
trillions of USD in revenue foregone. Illegal outflows 
of funds are harmful to developing countries in sev-
eral ways. First of all, outflows that should have been 
taxed is revenue forgone that could have been used to 

12 Ibid.
13 Taxation – Our World in Data: History of Taxation
14 Taxation – Our World in Data: Drivers of Tax Revenues
15 Prichard et al, (2019), World Bank.

achieve development and poverty reduction. Secondly, 
it can have a negative effect on the country’s citizens’ 
and companies’ willingness to pay tax, the country ś 
international reserves, and give the evading company 
a unfair competitive advantage in the global market, 
possibly tempting others to go down the same route. 
Due to its illegal nature it is difficult to estimate IFFs, 
but there have been some attempts to dig out the 
numbers. The Global Financial Integrity study from 
2021 estimates total IFFs from 134 developing coun-
tries to 1.6 trillion USD during the period 2009-2018.16 
A UNECA report from 2015 estimates IFFs from Africa 
to USD 162 billion during the period 2000-2008.17 
Beyond IFFs there is also substantial revenue forgone 
due to international tax avoidance. Conservatives 
estimates show that around 100-240 billion USD are 
lost in revenue on an annual basis, representing 4-10 
percent of global corporate tax revenues. Combatting 
IFFs, tax evasion and tax avoidance is therefore of 
high importance for developing countries and given 
the significant amounts, a relevant additional route to 
explore in the quest for tax revenues (box 1). It could 
also support a fairer and more transparent busi-
ness environment as well as the establishment of the 
social contract. But engagement in global tax collabo-
ration also requires capacity in terms of investigative 
audit and analytical skills. 

BOX 1: The OECD Global Forum on Transparency 
and Exchange of Information for Tax Purposes.

One structure to combat IFFs is the OECD Global Forum 
on Transparency and Exchange of Information for Tax 
Purposes. The Forum’s work on the Standard for Auto-
matic Exchange of Financial Account Information in Tax 
Matters (AEOI standard) provides a framework for the 
annual and automatic exchange of information between 
tax authorities on financial accounts held by their taxpay-
ers offshore. Such automated exchange of information on 
cross-border financial activities has huge potential to 
deliver a step change in the ability of the international 
community to ensure that all taxpayers pay the tax that is 
due. In 2020, information on more than 75 million finan-
cial accounts worldwide was exchanged automatically 
between 102 jurisdictions, covering total assets of around 
EUR 9 trillion. The commencement of AEOI has also con-
tributed to EUR 112 billion of additional revenues (tax, 
interest, penalties, of which over EUR 30 billion identified 
by developing jurisdictions) that have been identified 
through voluntary disclosure programs, as well as off-
shore tax investigations.18

16 Global Financial Integrity (2021).
17 UNECA (2015).
18 OECD (2021).

https://ourworldindata.org/taxation#history-of-taxation
https://ourworldindata.org/taxation#the-drivers-of-tax-revenues
https://www.oecd.org/tax/transparency/
https://www.oecd.org/tax/transparency/
https://www.oecd.org/tax/transparency/
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Beyond revenues – how can taxation be used as  
an economic incentive?
In addition to raising revenues, taxation can also be 
used to reduce negative externalities and to change 
the behavior of people or businesses. Green taxa-
tion is an example of trying to correct negative 
externalities, but is less used in low- and middle-
income countries.19 Green taxation holds the potential 
of double benefits: increased revenues and positive 
environmental outcomes. Policy and market failures 
could be corrected by internalizing external environ-
mental costs; creating incentives to shift away from 
damaging behavior and unsustainable production- 
and consumptions patterns, triggering innovation to 
phase out “brown” economic activities and promot-
ing “green” economic activities; generating revenues 
from economic activities one wants to discourage 
and facilitating growth of economic activities one 
wants to encourage. Green taxation measures are 
often the most effective policy instruments, used in 
combination with environmental laws and regula-
tions. Common green taxation measures that could be 
used in green transition strategies are: taxes related 
to energy, fossil fuels, carbon emissions, natural 
resources; fees related to emissions and waste; or 
green subsidies and removal of harmful subsidies.20 

Selection of the most appropriate economic policy 
instrument is context specific and in countries with 
both environmental and poverty related challenges, 
green taxation efforts need to contribute to posi-
tive outcomes for both. For example, a fuel tax might 

19 Ekbom, et al, (2021).
20 Ibid.

need to be combined with more targeted compensa-
tion measures for people living in poverty for any 
potential income losses.21 Fuel subsidies – that are 
widely used around the world – are more straight 
forward (figure 3). The main beneficiaries by far, in 
all developing countries in all regions of the world, 
are the top 20 percent of the population. Subsidy 
removal – and the increased government revenues 
from it being used for other more targeted measures 
towards the lowest income segment – makes sense 
from an environmental, revenue, equality and pov-
erty perspective. The IMF estimates that if fuel prices 
had been set at fully efficient levels in 2015, global 
CO2 emissions would have been 28 percent lower, 
fossil fuel air pollution deaths 46 percent lower, tax 
revenues higher by 3.8 percent of global GDP, and 
net economic benefits (environmental benefits minus 
economic costs) would have amounted to 1.7 percent 
of global GDP.22 Despite a major potential upside, 
fuel subsidy removal or taxing fossil fuels are often 
politically challenging. Ethiopia provides an interest-
ing example on how a country can disincentivize the 
use of fossil fuels while using the additional revenues 
to support the energy transition and other priorities. 
In the case of Ethiopia it was the removal of fossil 
fuel subsidies in combination with renewable energy 
investments, but it could also be applied to additional 
revenues obtained by taxing fossil fuels (box 2).

21 Ibid.
22 Coady, et al (2019), IMF.

was the removal of fossil fuel subsidies in combination with renewable energy investments, but it could 
also applied to additional revenues obtained by taxing fossil fuels (box 2). 

 

Source: Coady et al (2015), The Unequal Benefits of Fuel Subsidies Revisited: Evidence for Developing Countries, IMF. 
 
Box 2: Swaps from fossil fuel subsidies to the power sector in Ethiopia. The removal of fossil fuel 
subsidies in 2008 (worth more than USD 600 million a year) acted as a swap and a strong enabling 
policy to enhance renewable energy deployment. By simultaneously investing USD 1.5 billion in 
renewable energy, the country was able to scale up hydro, solar, and wind electricity generation 
significantly. In the case of wind, it moved from 29 gigawatt hours (GWh) of generation in 2011 to 533 
GWh in 2018. Through such policies and its overall political commitment to renewable energy, the 
power sector attracted foreign direct investment and financing from multilateral development banks, for 
instance a joint investment of USD 1.26 billion in the Ethiopia–Kenya Power Interconnection project 
by the Ethiopian government in collaboration with the African Development Bank, the French 
Development Agency and the World Bank. Ethiopia has increased renewable energy integration and 
domestic electricity consumption, while exporting surplus power to neighboring countries. Electricity 
access increased from 31 to 45 percent from 2008 to 2018, aiming for universal access to electricity by 
2025. There has been an increased interest from foreign investor, where China has become the main 
investor in the sector, investing USD 1.8 billion in 2019 into transmission and distribution and 
supporting smart grid technology development. The additional investments in on- and off-grid mini 
grids is expected to increase access in rural regions and boost agricultural productivity, with an estimated 
increase in annual agricultural revenue of USD 4 billion by 2025.23 The increased economic activity will 
in turn generate additional tax revenues. 
 
Taxation also holds the potential to influence the behavior of people through economic incentives, 
for instance excise taxes on alcohol, sugar and tobacco. Such excise taxes can be seen as health taxes 
that discourage excessive use of unhealthy products, which in turn can have positive health outcomes, 
reducing related health costs while increasing tax revenues. In figure 4 we can see that the potential 
positive long-term impact of excise taxes could be enormous. Globally about 10 million premature 
deaths per year are linked to excessive consumption of alcohol, sugar and tobacco, and most of these 
deaths occur in low- and middle-income countries where consumption is also rising, with higher 
consumption among youth and lower income segments. Well-implemented excise taxes could be a very 
cost-effective policy tool mainly to reduce consumption, premature deaths and healthcare costs but also 
for increased tax revenues. Excise taxes can also be used for luxury goods mainly consumed by higher 
income segments contributing to progressivity of the tax system. 
 

 
23 Sanchez, et al, (2021), Achieving a fossil-free recovery, IISD 

Figure 3. Distribution of fossil fuel subsidy benefits in developing regions, by income quintile (%) 

Source: Coady et al (2015), The Unequal Benefits of Fuel Subsidies Revisited: Evidence for Developing Countries, IMF.
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BOX 2: Swaps from fossil fuel subsidies to the 
power sector in Ethiopia. 

The removal of fossil fuel subsidies in 2008 (worth more 
than USD 600 million a year) acted as a swap and a strong 
enabling policy to enhance renewable energy deploy-
ment. By simultaneously investing USD 1.5 billion in 
renewable energy, the country was able to scale up hydro, 
solar, and wind electricity generation significantly. In the 
case of wind, it moved from 29 gigawatt hours (GWh) of 
generation in 2011 to 533 GWh in 2018. Through such poli-
cies and its overall political commitment to renewable 
energy, the power sector attracted foreign direct invest-
ment and financing from multilateral development banks, 
for instance a joint investment of USD 1.26 billion in the 
Ethiopia–Kenya Power Interconnection project by the 
Ethiopian government in collaboration with the African 
Development Bank, the French Development Agency and 
the World Bank. Ethiopia has increased renewable energy 
integration and domestic electricity consumption, while 
exporting surplus power to neighboring countries. Elec-
tricity access increased from 31 to 45 percent from 2008 
to 2018, aiming for universal access to electricity by 2025. 
There has been an increased interest from foreign inves-
tor, where China has become the main investor in the sec-
tor, investing USD 1.8 billion in 2019 into transmission and 
distribution and supporting smart grid technology devel-
opment. The additional investments in on- and off-grid 
mini grids is expected to increase access in rural regions 
and boost agricultural productivity, with an estimated 
increase in annual agricultural revenue of USD 4 billion by 
2025.23 The increased economic activity will in turn gen-
erate additional tax revenues.

Taxation also holds the potential to influence the 
behavior of people through economic incentives, for 
instance excise taxes on alcohol, sugar and tobacco. 
Such excise taxes can be seen as health taxes that 
discourage excessive use of unhealthy products, 
which in turn can have positive health outcomes, 
reducing related health costs while increasing tax 
revenues. In figure 4 we can see that the potential 
positive long-term impact of excise taxes could be 
enormous. Globally about 10 million premature 
deaths per year are linked to excessive consump-
tion of alcohol, sugar and tobacco, and most of these 
deaths occur in low- and middle-income countries 
where consumption is also rising, with higher con-
sumption among youth and lower income segments. 
Well-implemented excise taxes could be a very cost-
effective policy tool mainly to reduce consumption, 
premature deaths and healthcare costs but also for 
increased tax revenues. Excise taxes can also be used 
for luxury goods mainly consumed by higher income 
segments contributing to progressivity of the tax 
system.

23 Sanchez, et al, (2021), IISD.

Figure 4. 50 year impact of increasing excise taxes 
on tobacco, alcohol, and sugary beverages  
(Millions of people, trillions of USD, tens of millions of years)

Source: The Task Force on Fiscal Policy for Health (2019).  
Note: Modelled impact if taxes were increased in 2017 suffi-
ciently to raise prices by 50 percent. The impact of the increases 
is projected over a 50-year period (2017-2067).

How does tax policy and administration influence 
development, redistribution and poverty? 
But it is not only the tax ratio, the tax structure or 
the use of taxes as economic incentives that matters 
– how tax revenues are mobilized are also key for 
how a tax system effects development, redistribu-
tion and poverty reduction. And the how is the most 
complicated part, in particular in poorer countries 
with development challenges far beyond just low tax 
revenues. There are numerous demands on a tax 
system and many trade-offs to be made, and the less 
developed a tax system is, the fewer policy options 
are available. Tax revenues need to be raised, while 
maximizing positive effects on growth, development, 
redistribution and poverty reduction. Negative effects 
on investments, savings, jobs, productivity and basic 
consumption should be minimized to the extent pos-
sible. You need to have broad and diversified tax base 
and an efficient tax administration. A fair tax system 
should also be progressive, building on the idea of 
decreasing marginal utility of consumption. It also 
matters to what extent tax revenues are elastic. If an 
increase in the tax rate decreases the tax base signifi-
cantly, the resulting effect on tax revenues can even 
be negative. Where to start and how to make sense of 
it all?

 
Source: The Task Force on Fiscal Policy for Health (2019), Health Taxes to Save Lives. Note: Modelled impact if taxes were increased in 
2017 sufficiently to raise prices by 50 percent. The impact of the increases is projected over a 50-year period (2017-2067). 
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with wide-spread poverty, it is important to take cautious decisions when it comes to increasing VAT 
rates, and gradually introduce other taxes, including income and excise taxes, to enable future 
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24 Gupta, et al (2020), Can Tax Buoyancy in Sub-Saharan Africa Help Finance the SDGs? CGDEV 
25 IMF (2020), Tax Policy for Inclusive Growth after the Pandemic  
26 Our World in Data: Number of countries with VAT 

Figure 4. 50 year impact of increasing excise taxes on tobacco, alcohol, and sugary beverages  
(Millions of people, trillions USD, tens of millions of years) 
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Let́ s start with the challenge of the narrow tax base 
faced by many poor countries with a higher share 
of informal economic activities. With fewer formal 
incomes and formal firms to tax with direct taxes 
(such as personal income tax and corporate tax), and 
weak tax administration, LICs rely more on indirect 
taxation as we saw earlier. In particular, consumption 
taxes such as the VAT, have been the main driv-
ers behind broadening the tax base and increased 
tax revenues in sub-Saharan Africa24 and in many 
developing countries. One of the reasons for the dom-
ination of VAT is that it is efficient and relatively easy 
to introduce and administrate. Growing companies 
have incentives to register for VAT, collect VAT on their 
sales, pay to the government, and then deduct VAT on 
input purchases. One of the negative side, however, 
VAT can be regressive, since it is a tax on consump-
tion and puts a relative higher burden on those with 
lower incomes.25 Globally countries with VAT have 
increased from one country in 1960 to 166 countries 
in 2016.26 This seems to suggest that the benefits of 
rapidly broadening the tax base in an administratively 
simple way, have outweighed the potential negative 
effects, including regressive effects. However, as the 
development of the tax system continues, especially 
in countries with wide-spread poverty, it is important 
to take cautious decisions when it comes to increas-
ing VAT rates, and gradually introduce other taxes, 
including income and excise taxes, to enable future 
progressive adjustments. 

Broad-based income taxation is one of the most 
important tools for progressive taxation and in 
many LICs this tool is underdeveloped. But there is 
a catch 22: rapidly introduced broad-based income 
taxes are administratively more complex and could 
have potential regressive effects. LICs use broad-
based income taxation to a lesser extent, and when 
it is used, it often targets corporate income taxation 
to a larger extent than personal income taxation. The 
main reason for this is a high degree of informality of 
labour markets.27 With a large informal sector, sub-
stantial part of the potential tax base is difficult and 
costly to access.28 While it might be tempting to focus 
tax base broadening efforts on rapidly including the 
informal sector in income taxation, in most cases the 
administrative cost might be very high and not gener-
ate significant revenues. A large share of people in 
the informal sector also live in poverty with a limited 

24 Gupta, et al (2020), CGDEV.
25 IMF (2020). 
26 Our World in Data: Number of countries with VAT
27 Besley, et al (2014).
28 While not subject to formal income taxes it is not uncommon that the 

informal sector is subject to local informal taxes/fees.

ability to pay income tax, where rapidly introduced 
and badly designed broad-based income taxes – for 
instance without minimum income thresholds – could 
have regressive effects for them, which is obviously 
not a policy outcome anyone wants. 

But having a personal income tax in place is neces-
sary to be able to introduce progressive elements 
into the tax system over time. Personal income tax 
is slowly rising in importance in developing countries, 
including low-income countries, but has untapped 
potential and should evolve into a more significant 
source of revenue as countries develop.29 One devel-
opment that could gradually ease this situation over 
time, just as it did in early industries countries, would 
be the increase in formal jobs in the economy, in 
combination with broader set of policies and expen-
ditures that are oriented towards inclusive economic 
development. Another possibility is to start with 
wealthy individuals and companies that should – but 
due to political factors do not – pay taxes. However, 
it is also common that just a few formal firms bear 
the highest tax burden of all. In Tanzania for instance, 
400 companies primarily based in Dar-es-Salaam, 
contribute to half of the total value of tax revenues.30 
In South Africa and Ethiopia 10% of the largest firms 
contribute to 90% of corporate revenue. Being too 
reliant on corporate income taxes from interna-
tional companies also brings an elevated risk for tax 
avoidance practices. OECD has identified developing 
countries as extra vulnerable to tax base erosion and 
profit shifting practices by multinational enterprises 
that exploit differences between different countries’ 
tax systems.31 The higher exposure to this risk could 
explain why many developing countries opt for lower 
corporate tax rates despite urgent revenue needs and 
the severe constraints to use other tax bases.32 

Finally, many of the tax related challenges devel-
oping countries face are also related to inefficient 
tax administration including capacity constraints. 
Modern tax administrations attempt to collect ade-
quate revenue while keeping tax administration and 
compliance costs low and treating taxpayers fairly. 
The most cost-effective systems are those that con-
vince the vast majority of taxpayers to meet their 
tax obligations voluntarily, so that tax officials can 
concentrate on the small number who do not comply. 
Features of the tax administration that encourage 
compliance include: a service-oriented attitude that 

29 Benedek, et al (2022), IMF.
30 Levin (2021), NAI.
31 OECD (2015).
32 Johannesen, et al. (2020).

https://ourworldindata.org/grapher/number-of-countries-having-implemented-a-vat
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educates and assists taxpayers in meeting their obli-
gations; effective audit programs and consistent use 
of penalties as strong deterrents to non-compliance; 
and transparent administration of the tax laws that 
is viewed as honest and fair.33 Tax revenue collection 
is strongly correlated with the operational strength 
of tax administration. The top 25 percent countries 
of emerging and low income economies (in terms of 
operational strength) collect substantially larger tax 
revenues (over 3 percent of GDP) compared to bot-
tom 25 percent. Research shows that introduction of 
key administrative practices such as compliance risk 
management and use of third-party data are associ-
ated with stronger tax collection. Increased staffing of 
a tax agencies also improves tax revenue but only up 
to a certain point.34 Studies in emerging market and 
developing economies (EMDEs) have also shown that 
more burdensome tax compliance discourages formal 
registration by firms.35

While there is limited quantitative information on the 
performance of different tax administrations, data 
in the Paying Taxes report of World Bank and PwC 
(2020) give some sense of regional differences in 
number of tax payments, compliance time and post-
filing handling (figure 5). Africa has the most number 
of tax payments averaging 34,7 per year compared 
with world average of 23,1. South America has the 
longest compliance time for major taxes by far with 
averaging 519 hours, whereas Middle East has the 
most inefficient post filing handling (VAT returns, 
tax return corrections and audits). The report also 

33 UNECA (2019).
34 Chang, et al. (2020), IMF.
35 World Bank, (2021).

shows that SSA has the lowest share of economies 
using e-filing or e-payments and suggests that fac-
tors inhibiting the adoption of technology include low 
literacy levels, unreliable information technology 
infrastructure, poor availability of suitable account-
ing and tax preparation software. Some countries in 
SSA have introduced online systems for tax filing and 
payment which have resulted in efficiency gains: Cote 
d’Ivoire, Kenya, Mauritius and Togo. Despite some 
progress in recent years, there seems to be plenty 
of room for tax administration improvements, which 
could form part of revenue generating efforts mov-
ing forward. New developments such as increased 
digitalization of the global and national economies 
also requires an updated set of skills and systems to 
adapt.

TAX REVENUES IN SIDA PARTNER 
COUNTRIES
The tax ratio in Sida Partner Countries (SPCs) varies 
significantly from 1,2 percent in Iraq to 27,1 percent 
in Ukraine (figure 6). 16 countries are under the previ-
ously mentioned 15 percent “IMF threshold” and 18 
countries above. The eight partner countries with the 
lowest level of tax revenues – less than 10 percent of 
GDP – are conflict-affected countries36, where both 
economic activity and tax collection capacity can be 
assumed to be lower. Some of these countries, like 
Iraq and South Sudan, do have substantial non-tax 
revenues – from extractive industries – that com-
pensate the low tax revenues (figure 8). The eleven 

36 Using World Bank classification for FY2019: Classification of Fragile and 
Conflict-Affected Situations (Ethiopia has been added to the list in later 
years which makes it nine conflict-affected partner countries under 
10 percent of GDP).

Source: PwC & The World Bank (2020), Paying Taxes – The changing landscape of tax policy and administration across 190 economies.

Region Nr of Payments Time to comply (h) Post-Filing Index (100=most efficient)

North America 8,2 182 69,3

Europe 10,9 161 83,1

Central Asia and Eastern Europe 13,9 219 68,6

Middle East 15,3 155 50

Asia Pacific 21,1 191 57,4

World average 23,1 234 60,9

South America 24,7 519 56,2

Central America and Caribbean 30,3 199 51,9

Africa 34,7 285 56,2

Figure 5. Regional differences in paying taxes performance 2020 

https://www.worldbank.org/en/topic/fragilityconflictviolence/brief/harmonized-list-of-fragile-situations
https://www.worldbank.org/en/topic/fragilityconflictviolence/brief/harmonized-list-of-fragile-situations
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countries with the highest revenues – higher than 20 
percent of GDP – are mainly European (8) and Latin 
American (2) countries, but also one African coun-
try: Mozambique that has a tax ratio of 24,9 percent, 
which is higher than the high income country aver-
age of 23,4 percent (figure 1). No other SPC with at a 
similar level of development can showcase such high 
tax ratio.

If we compare SPC tax ratios to the average in their 
respective income group (figure 7), we find that 
17 countries perform better than average and six 
of those perform well above average (+5 percent-
age points): Mozambique, Ukraine, Belarus, Serbia, 
Bolivia and Georgia. 19 SPCs perform below aver-
age with eight countries performing well below 
average (-5 percentage points): Iraq, Myanmar, 
Yemen, Somalia, Guatemala, South Sudan, Sudan 
and Tanzania. While some of these countries have 
non-tax revenues that compensate for low tax ratios 
(like Iraq and South Sudan, figure 8) and/or are 
conflict-affected with obvious tax revenue collection 
constraints, Tanzania stands out with -5.7 percentage 
points below its country group (LMIC) average.

Non-tax revenues – usually from extractive indus-
tries – are higher than tax revenues in some SPCs, 
for instance in South Sudan, Iraq, Liberia, Afghanistan 
and Myanmar (figure 8). Seven countries rise above 
the 15 percent threshold when adding non-tax 
 revenues to tax revenues: Myanmar, Kenya, Mali, 

Afghanistan, Liberia, Iraq and South Sudan. In fact in 
South Sudan and Iraq non-tax revenues are so high 
that they raise both countries to top 5 in total rev-
enues in SPCs, higher than several European SPCs. 
Nine countries remain underneath the 15 percent 
threshold despite adding some non-tax revenues: 
conflict-affected countries like Somalia, Yemen, 
Sudan and DRC, but also more stable countries 
like Guatemala, Uganda, Zimbabwe and Tanzania 
(figure 8).37

When looking at changes in tax ratio during the 
last 10 years (figure 9) there are 4 countries that 
have managed to increase with at least 5 per-
centage points: Rwanda, Armenia, Cambodia and 
Mozambique. The two latter countries have even 
managed above 10 percentage points. Conflict-
affected countries like Sudan and DRC have remained 
at the same levels as 10 years ago (figure 9) and with 
limited non-tax revenues to compensate (figure 8). 
Yemen also has limited non-tax-revenues, but this is 
also combined with the largest decrease in tax ratio 
of all SPCs, with -5.3 percent (figure 9). Beyond the 
direct human tragedy of conflict, this clearly also 
shows the rapid deterioration in the resources that 
are needed to rebuild and develop a country after the 
conflict. This is one of the reasons why the SDGs will 
be hardest to reach in conflict-affected countries. 

37 Ethiopia was not listed as a conflict-affected country in 2019 but is now

Figure 6. Tax ratio in SPCs
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Source: IMF, WoRLD, 2019. No data available for Bangladesh, Cuba and Syria. 



9

An alternative measure for tax revenues is in per 
capita terms, i.e. the absolute amount of tax rev-
enue divided by population size. In figure 10 we can 
see that DRC is at the bottom of the table with a tax 
revenue per capita of 70 USD/year, which is equiva-
lent to 19 cent per person per day. In Russia, on top 
of the table, the equivalent number is 6153 USD/year 
equivalent to 16,9 USD per person per day, almost 90 
times higher than in DRC. The spread of countries are 
almost perfectly spread from LIC to HICs where 11 
out the bottom 12 are LICs, with Tanzania as the only 
exception (LMIC). The bottom 16 countries all collect 
under 600 USD/year and 13 of these countries are 

African countries. Top ten are all European countries. 
While it is useful to compare the tax ratio, compar-
ing the absolute amount of tax revenues available per 
person gives us a better understanding of exactly how 
much larger the challenge of tax revenues is, espe-
cially on the African continent. Combining current 
demographic trends with these levels of domestic 
revenue it is not difficult to understand that the public 
sector in many African countries is ill-equipped to 
meet citizens’ needs, which is one of the reasons why 
extreme poverty will continue to be gradually concen-
trated to the African continent in the coming decades.

Figure 7. SPC tax ratio vs income group average

Figure 8. Total revenue (tax revenue in blue; non-tax revenue in green) as % of GDP in SPCs

Source: IMF, WoRLD, 2019. LIC: 12.2%, LMIC: 17.44%, UMIC: 19.10%, HIC: 23.36%

Source: IMF, WoRLD, 2019. 

 
Source: IMF, WoRLD, 2019. No data available for Bangladesh, Cuba and Syria. LIC: 12.2%, LMIC: 17.44%, UMIC: 19.10%, HIC: 23.36% 
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In developing countries, the informal sector plays 
an extremely important role for income generation, 
especially for people living in poverty, and for eco-
nomic development at large. In emerging markets 
and developing economies, total informal employ-
ment constitutes over 70 percent of total employment 
(of which self-employment accounts for more than 
half) and contributes to about a third of GDP.38 A large 
informal sector is also very common in many SPCs 
as we can see in figure 11 with share of informal 
employment39 in total employment. It varies substan-
tially from only 12-17 percent in North Macedonia, 
Bosnia & Hercegovina and Serbia, to over 90 per-
cent in Tanzania, Mali, Bangladesh, Burkina Faso, 

38 World Bank (2021).
39 Includes all jobs in unregistered and small-scale private unincorporated 

enterprises that produce goods or services for sale or barter.

Figure 9. Tax ratio development 2009 to 2019 in SPCs (changes in percentage points)

Figure 10. Per capita tax revenue in SPCs (USD/year)

Source: IMF, WoRLD, 2009-2019. No data for Bangladesh, Cuba, Syria, Somalia, South Sudan and Russia. 

Source: Based on Levin (2021) calculations using PPP adjusted USD average for 2015-2018.
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tax revenues to compensate (figure 8). Yemen also has limited non-tax-revenues, but this is also 
combined with the largest decrease in tax ratio of all SPCs, with -5.3 percent (figure 9). Beyond the 
direct human tragedy of conflict, this clearly also shows the rapid deterioration in the resources that are 
needed to rebuild and develop a country after the conflict. This is one of the reasons why the SDGs will 
be hardest to reach in conflict-affected countries.  

 

 
IMF, WoRLD, 2009-2019. No data for Bangladesh, Cuba, Syria, Somalia, South Sudan and Russia.   

An alternative measure for tax revenues is in per capita terms, i.e. the absolute amount of tax 
revenue divided by population size. In figure 10 we can see that DRC is at the bottom of the table with 
a tax revenue per capita of 70 USD/year, which is equivalent to 19 cent per person per day. In Russia, 
on top of the table, the equivalent number is 6153 USD/year equivalent to 16,9 USD per person per day, 
almost 90 times higher than in DRC. The spread of countries are almost perfectly spread from LIC to 
HICs where 11 out the bottom 12 are LICs, with Tanzania as the only exception (LMIC). The bottom 
16 countries all collect under 600 USD/year and 13 of these countries are African countries. Top ten are 
all European countries. While it is useful to compare the tax ratio, comparing the absolute amount of tax 
revenues available per person gives us a better understanding of exactly how much larger the challenge 
of tax revenues is, especially on the African continent. Combining current demographic trends with 
these levels of domestic revenue it is not difficult to understand that the public sector in many African 
countries is ill-equipped to meet citizens’ needs, which is one of the reasons why extreme poverty will 
continue to be gradually concentrated to the African continent in the coming decades. 

 
Source: Based on Levin (2021) calculations using PPP adjusted USD average for 2015-2018. 
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Figure 9. Tax ratio development 2009 to 2019 in SPCs (changes in percentage points) 

Figure 10. Per capita tax revenue in SPCs (USD/year) 

Mozambique and DRC. 20 out of the 27 SPCs for which 
data was available has more than 50 percent of infor-
mal employment in total employment. The personal 
income tax is more important in SPCs with a larger 
formal sector (figure 12). As mentioned earlier the 
issue of formalization is as important as it is complex, 
where ambitions to rapidly introduce broad-based 
income taxes need to be balanced with overall effects 
on people living in poverty. Policies for inclusive 
economic development, including public expenditures, 
with gradual increase in formal job opportunities, and 
thereby gradual increase in relevance of personal 
income taxation, is one of the key potential driving 
forces.
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Figure 12. Size of formal sector vs importance of 
personal income tax in direct taxes

In developing countries, the informal sector plays an extremely important role for income 
generation, especially for people living in poverty, and for economic development at large. In 
emerging markets and developing economies, total informal employment constitutes over 70 percent of 
total employment (of which self-employment accounts for more than half) and contributes to about a 
third of GDP.38 A large informal sector is also very common in many SPCs as we can see in figure 11 
with share of informal employment39 in total employment. It varies substantially from only 12-17 
percent in North Macedonia, Bosnia & Hercegovina and Serbia, to over 90 percent in Tanzania, Mali, 
Bangladesh, Burkina Faso, Mozambique and DRC. 20 out of the 27 SPCs for which data was available 
has more than 50 percent of informal employment in total employment. The personal income tax is more 
important in SPCs with a larger formal sector (figure 12). As mentioned earlier the issue of formalization 
is as important as it is complex, where ambitions to rapidly introduce broad-based income taxes need to 
be balanced with overall effects on people living in poverty. Policies for inclusive economic 
development, including public expenditures, with gradual increase in formal job opportunities, and 
thereby gradual increase in relevance of personal income taxation, is one of the key potential driving 
forces. 

 

Source: ILO/LFS latest figure for each country 2011-2020. No data available for Cuba, Syria, Russia, Belarus, Kosovo, Ukraine, Iraq, South 
Sudan, Afghanistan, Ethiopia, Kenya and Moldova.  

 

 
Source: ILO and UNUWIDER/GRD. Series 1: formal sector size, Series 2: importance of personal income tax in direct taxes 

While formalization needs to be gradual, some SPCs, mainly European, have managed to 
formalize substantially over the last couple of years (figure 13). Bosnia & Hercegovina, Armenia, 
Turkey and Albania have formalized substantially (10 percentage point or above), but also OPT, 
Colombia, Zimbabwe, Serbia and Cambodia (between 5 to 8 percentage points). For some countries 
formalization has been marginal or even decreased: like in Liberia, Bolivia, Mali and Bangladesh. 
Countries with higher informal employment to begin with have the most difficulties in formalizing. 

 
38 World Bank (2021), The Long Shadow of Informality 
39 Includes all jobs in unregistered and small-scale private unincorporated enterprises that produce goods or services for sale or barter 
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The ease of paying taxes indicator gives a proxy of 
tax administration efficiency from a formal firm 
perspective (figure 13). For the top 10 ranked SPCs, 
Europe dominates, with Georgia in the lead (nr 14 
worldwide nr 1 SPC), but also with two African SPCs, 
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In developing countries, the informal sector plays an extremely important role for income 
generation, especially for people living in poverty, and for economic development at large. In 
emerging markets and developing economies, total informal employment constitutes over 70 percent of 
total employment (of which self-employment accounts for more than half) and contributes to about a 
third of GDP.38 A large informal sector is also very common in many SPCs as we can see in figure 11 
with share of informal employment39 in total employment. It varies substantially from only 12-17 
percent in North Macedonia, Bosnia & Hercegovina and Serbia, to over 90 percent in Tanzania, Mali, 
Bangladesh, Burkina Faso, Mozambique and DRC. 20 out of the 27 SPCs for which data was available 
has more than 50 percent of informal employment in total employment. The personal income tax is more 
important in SPCs with a larger formal sector (figure 12). As mentioned earlier the issue of formalization 
is as important as it is complex, where ambitions to rapidly introduce broad-based income taxes need to 
be balanced with overall effects on people living in poverty. Policies for inclusive economic 
development, including public expenditures, with gradual increase in formal job opportunities, and 
thereby gradual increase in relevance of personal income taxation, is one of the key potential driving 
forces. 

 

Source: ILO/LFS latest figure for each country 2011-2020. No data available for Cuba, Syria, Russia, Belarus, Kosovo, Ukraine, Iraq, South 
Sudan, Afghanistan, Ethiopia, Kenya and Moldova.  
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While formalization needs to be gradual, some SPCs, mainly European, have managed to 
formalize substantially over the last couple of years (figure 13). Bosnia & Hercegovina, Armenia, 
Turkey and Albania have formalized substantially (10 percentage point or above), but also OPT, 
Colombia, Zimbabwe, Serbia and Cambodia (between 5 to 8 percentage points). For some countries 
formalization has been marginal or even decreased: like in Liberia, Bolivia, Mali and Bangladesh. 
Countries with higher informal employment to begin with have the most difficulties in formalizing. 

 
38 World Bank (2021), The Long Shadow of Informality 
39 Includes all jobs in unregistered and small-scale private unincorporated enterprises that produce goods or services for sale or barter 
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Figure 12. Size of formal sector vs importance of personal income tax in direct taxes 

Source: ILO/LFS latest figure for each country 2011-2020. No data available for Cuba, Syria, Russia, Belarus, Kosovo, Ukraine, Iraq, 
South Sudan, Afghanistan, Ethiopia, Kenya and Moldova. 

Zambia (nr 17 worldwide nr 2 SPC) and Rwanda (nr 
38 worldwide nr 6 SPC). The main reason for the high 
score for these three countries is the low number 
of taxes to be paid and fast compliance time (figure 
14). In fact Rwanda has one of the fastest compli-
ance times in the world. For the bottom 10 ranked 
SPCs, sub-Saharan African countries dominate, but 
also with two Latin American SPCs: Colombia (nr 
148 worldwide nr 29 SPC) and Bolivia (nr 186 world-
wide nr 37 SPC). Bolivia has a high number of taxes 
to be paid combined with a compliance time which is 
the longest in the world (1025 hours/year, figure 15). 
Tanzania has the highest number of taxes to be paid 
for all SPCs (figure 15). All of the countries in the top 
right corner of figure 15 could probably gain slightly 
higher tax revenues, improve their business environ-
ment and disincentivize tax avoidance by investing in 
more efficient tax administration, especially in combi-
nation with other reforms.

Source: PwC, Paying Taxes 2020: data explorer.

 
Source: ILO/LFS, last entry 2017-2020 minus first entry 2010-2013 for available SPCs. 

The ease of paying taxes indicator gives a proxy of tax administration efficiency from a formal 
firm perspective (figure 14). For the top 10 ranked SPCs, Europe dominates, with Georgia in the lead 
(nr 14 worldwide nr 1 SPC), but also with two African SPCs, Zambia (nr 17 worldwide nr 2 SPC) and 
Rwanda (nr 38 worldwide nr 6 SPC). The main reason for the high score for these three countries is the 
low number of taxes to be paid and fast compliance time (figure 15). In fact Rwanda has one of the 
fastest compliance times in the world. For the bottom 10 ranked SPCs, sub-Saharan African countries 
dominate, but also with two Latin American SPCs: Colombia (nr 148 worldwide nr 29 SPC) and Bolivia 
(nr 186 worldwide nr 37 SPC). Bolivia has a high number of taxes to be paid combined with a 
compliance time which is the longest in the world (1025 hours/year, figure 15). Tanzania has the highest 
number of taxes to be paid for all SPCs (figure 15). All of the countries in the top right corner of figure 
15 could probably gain slightly higher tax revenues, improve their business environment and 
disincentivize tax avoidance by investing in more efficient tax administration, especially in combination 
with other reforms. 

 

 
Source: PwC, Paying Taxes 2020: data explorer. 
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Figure 14. Ease of paying taxes for SPCs, number of taxes and compliance time

Source: PwC, Paying Taxes 2020: data explorer.

 

 
Source: PwC, Paying Taxes 2020: data explorer. 

 

4) CONCLUSIONS AND WAY FORWARD 

The SDGs will not be reached by 2030. Part of the reason is that there is not enough funding available. 
Before the COVID-19 pandemic the yearly SDG financing gap up until 2030 was 2.5 trillion USD.40 
The situation is particularly challenging in sub-Saharan African countries41, in conflict-affected 
countries and in countries with unsustainable debt levels42. DRM and tax revenues have a fundamental 
role to play in filling this gap.43 We have seen that the design of tax systems – beyond affecting much 
needed revenue generation – also hold the potential to affect equality, environment, health and business 
environment. We have seen that poorer countries face numerous challenges with few simple solutions 
available: low tax ratios; narrow tax bases reflecting the economic structure of the countries, with limited 
immediate opportunity for expanding personal income taxes; relying more on indirect and corporate 
income taxes (with higher risks for tax evasion practices); generally with weaker tax administrations.  

While no single country will follow the exact same development trajectory, every country is likely to 
have some untapped potentials and underdeveloped parts that it can explore at its stage of development 
and take steps towards a more complete and better functioning tax system. These might be some of 
them: 

• Tax revenues and beyond. Even though tax systems are at the core of the essential revenue 
generation process, tax reform efforts should be designed to fulfill also wider long-term 
development objectives. Occasionally win-win situations will occur (see earlier example on excise 
tax), but there will also be situations where important trade-offs need to be made (see earlier example 
on personal income tax). Having broader longer-term development plans including revenue 
generation strategies, as well as analytical capacity to analyze trade-offs, could be helpful for 
arriving at constructive short-term compromises that contribute to the longer-term development 
objectives (see earlier example of Ethiopia’s energy transition). 
 

• Having a broad based consumption tax in place in combination with specific excise taxes. A 
broad-based consumption tax, especially the VAT has been introduced successfully in almost all 

 
40 OECD (2021), Global Outlook on Financing for Sustainable Development 2021 
41 IMF (2021), Background note for International financing summit for Africa 
42 Gupta, et al. (2020), Can Tax Buoyancy in Sub-Saharan Africa Help Finance the SDGs? CGDEV 
43 Mullins, et al. (2020), DRM in LICs: Where To From Here? CGDEV 
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CONCLUSIONS AND WAY FORWARD
The SDGs will not be reached by 2030. Part of the 
reason is that there is not enough funding avail-
able. Before the COVID-19 pandemic the yearly SDG 
financing gap up until 2030 was 2.5 trillion USD.40 The 
situation is particularly challenging in sub-Saharan 
African countries41, in conflict-affected countries and 
in countries with unsustainable debt levels42. DRM 
and tax revenues have a fundamental role to play in 
filling this gap.43 We have seen that the design of tax 
systems – beyond affecting much needed revenue 
generation – also hold the potential to affect equal-
ity, environment, health and business environment. 
We have seen that poorer countries face numerous 
challenges with few simple solutions available: low 
tax ratios; narrow tax bases reflecting the economic 
structure of the countries, with limited immediate 
opportunity for expanding personal income taxes; 
relying more on indirect and corporate income taxes 
(with higher risks for tax evasion practices); generally 
with weaker tax administrations. 

While no single country will follow the exact same 
development trajectory, every country is likely to have 
some untapped potentials and underdeveloped parts 
that it can explore at its stage of development and 
take steps towards a more complete and better func-
tioning tax system. These might be some of them:

40 OECD (2021).
41 IMF (2021.
42 Gupta, et al. (2020), CGDEV.
43 Mullins, et al. (2020), CGDEV.

• Tax revenues and beyond. Even though tax systems 
are at the core of the essential revenue generation 
process, tax reform efforts should be designed to 
fulfill also wider long-term development objec-
tives. Occasionally win-win situations will occur (see 
earlier example on excise tax), but there will also 
be situations where important trade-offs need to be 
made (see earlier example on personal income tax). 
Having broader longer-term development plans 
including revenue generation strategies, as well 
as analytical capacity to analyze trade-offs, could 
be helpful for arriving at constructive short-term 
compromises that contribute to the longer-term 
development objectives (see earlier example of 
Ethiopia’s energy transition).

• Having a broad based consumption tax in place in 
combination with specific excise taxes. A broad-
based consumption tax, especially the VAT has been 
introduced successfully in almost all countries 
in the world as a tax reform to increase revenue, 
but also to broaden the tax base in an efficient 
and cost effective way. Some SPCs do not have a 
VAT, for instance: Afghanistan, Iraq, Syria, South 
Sudan and Liberia. Other SPCs do have VAT, but 
do not give refunds which gives less incentive to 
register: Belarus, Bolivia, Burkina Faso, Colombia, 
Myanmar, Guatemala, DR Congo, Mali and Sudan. 
In countries where VAT and refunds do exist, like 
Tanzania, compliance and time to obtain refund 
are among the highest in the world, adding to the 
transaction costs of doing business. Other countries 
have yet to introduce excise taxes on unhealthy, 
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environmentally damaging or luxury goods: doing 
so in a well-designed manner could bring more 
revenue, increase progressivity and improve health 
and environmental outcomes.

• Having proper inclusive economic development 
policies in place. With a broad-based consumption 
tax and some form tax administration in place, poli-
cies that stimulate broad-based income increases 
will increase tax revenues.44 In countries with high 
levels of poverty and informality, formalization 
needs to gradual, with more emphasize on efforts 
for more inclusive economic development. With a 
gradual increase in formal jobs and formal firms 
there will be a gradual increase in revenues from 
direct taxation. This will be important both for 
broadening the tax base and future possibilities to 
make the tax system more progressive. Historically, 
some countries, mainly in southeast Asia, have been 
able to make very fast progress at scale in this field, 
based on large investments and trade expansions 
in labour intensive sectors. Countries that are more 
engaged in trade are also more likely to create 
more formal jobs and have higher tax ratios.

• Minimize tax revenue foregone, by combatting 
illicit financial flows, tax avoidance and tax eva-
sion. A good starting point could be to identify large 
national taxpayers that should, but currently do not, 
pay tax. Combatting IFFs and tax evasion practices 
requires more capacity and collaboration beyond the 
country’s border, but if estimated to bring substantial 
revenues, could be well worth the investment, as 
described in this paper. According to Levin (2021), 
SPCs Zambia, Uganda, Tanzania, Ethiopia, Rwanda, 
Mozambique, Kenya, Burkina Faso, Liberia and 
Zimbabwe could increase their tax revenues between 
5-30% if tax revenue losses were eliminated.

• Continuously invest in tax administration. As 
described in this paper, this could in itself bring 
higher revenues up to a certain point. But the main 
argument is that as economies and tax systems 
develop, tax administration also needs to evolve 
(just as tax policy). Personal income tax, when 
rolled-out more broadly, is more complicated to 
collect and administer; IFFs/tax avoidance/evasion 
needs to be addressed with more data, efficient 
risk based audit techniques, cross-border col-
laborations and investigations; and the increased 
digitalization of the global and national economy 
requires a gradual adjustment.45 Apart from this, 
the tax administration itself should gradually 

44 The effects on revenues will also dependent on how future tax reforms 
are fine-tuned also to capture the changing economic structure.  
Gupta, et al. (2020), CGDEV.

45 Mullins et al (2020), CGDEV.

become more efficient at collecting tax – through 
more automated/digital ways of working – and 
preferably focus more on service to taxpayers and 
risk-based control. There are examples of develop-
ing countries, including in SSA, that have managed 
to increase tax revenues through tax administra-
tion reforms only, improving tax compliance and 
progressivity in their tax systems.46 Other countries 
have shown that it is possible to generate up to 2 
percent of GDP by improving the efficiency of col-
lecting VAT.47

• Tapping into existing green taxation possibilities. 
Few countries have explored green taxation pos-
sibilities, despite the strength that lies in these type 
of measures and the potential upside in terms of 
revenues and environmental outcomes. While the 
options are many, one particular reform stands 
out as more obvious than others: phasing out fossil 
fuel subsidies. It is as common as it is pro-rich and 
should be high on the agenda for all countries than 
still have it and have political ambitions in terms of 
increased tax revenues, green transition and poverty 
reduction. Excise duties targeting CO2 emissions 
also represent an unexploited tax in most African 
countries and have significant revenue potential.48

• Gradually strengthen the social contract – a 
long-term goal if ever there was one! Apart from 
the importance of continuously striving for a fair 
tax system with equitable distributed tax burdens 
and efficient tax administration, one of the main 
driving forces for the gradual establishment of a 
social contract will come from governments being 
accountable to their tax payers through the expendi-
ture side of fiscal policy. Tax revenues need to be 
translated into delivery of effective public goods 
and services. Decentralization of certain taxes and 
public service delivery, making local leaders more 
directly accountable to local citizens, could be one 
route to explore. But regardless of level, citizens 
need to feel that their local or national govern-
ment is responsive to their needs, and if they are, 
accountability kicks in and the willingness to par-
ticipate in a social contract increases. However, 
many developing countries struggle with inefficient 
spending of their scarce public resources. Studies 
show that developing countries lose more than one 
third of their public investment in inefficient spend-
ing.49 But the important expenditure side of this 
fiscal equation is a topic in itself for a future DEB.

46 Chang, et al. (2020), IMF.
47 IMF (2020).
48 Levin (2021), NAI.
49 Gupta, (2018), CGDEV.



14

REFERENCES
Benedek, et al. (2022), Personal Income Tax Has 
Untapped Potential in Poorer Countries, IMF.

Besley, et al. (2014), Why Do Developing Countries Tax 
So Little?

Chang, et al. (2020), Raising Tax Revenue: How to Get 
More from Tax Administrations?, IMF.

Coady et al. (2015), The Unequal Benefits of Fuel 
Subsidies Revisited: Evidence for Developing 
Countries, IMF.

Coady, et al (2019), Global Fossil Fuel Subsidies, IMF.

Ekbom, et al. (2021), Environmental taxation – ration-
ale, experiences and implications for green economy 
transformation, Sida’s helpdesk on environment and 
climate change, University of Gothenburg.

Gaspar, et al. (2016), Tax capacity and growth: Is there 
a tipping point?, IMF.

Gaspar, et al. (2019), Fiscal Policy and Development: 
Human, Social, and Physical Investments for the 
SDGs, IMF.

Global Financial Integrity (2021), IFFs in 134 
Developing Countries 2009-2018.

Gupta, (2018), Merely Collecting More Taxes Is Not 
Enough to Achieve the SDGs, CGDEV.

Gupta, et al. (2020), Can Tax Buoyancy in Sub-Saharan 
Africa Help Finance the SDGs?, CGDEV.

IMF (2020), Tax Policy for Inclusive Growth after the 
Pandemic.

IMF (2021), Background note for International financ-
ing summit for Africa High-level event.

Johannesen, et al. (2020), Are LDCs More Exposed 
to Multinational Tax Avoidance? Method and Evidence 
from Micro-Data.

Levin (2021), Taxation for Inclusive Development – 
Challenges Across Africa, NAI.

Ministry of Foreign Affairs (2021), Position paper on 
FFD and taxes.

Moore (2013), Obstacles to increasing tax revenues in 
low-income countries, ICTD.

Mullins, et al. (2020), Domestic Revenue Mobilization 
in Low-Income Countries: Where To From Here?, 
CGDEV.

Mullins, et al. (2020), International Taxation and 
Developing Countries, CGDEV

OECD (2015), Measuring and Monitoring BEPS.

OECD (2021), Annual Report: Reinforcing Multilateral 
Co-operation in Tax Matters for a Fair and Inclusive 
Recovery, Global Forum on Transparency and 
Exchange of Information for Tax Purposes.

OECD (2021), Global Outlook on Financing for 
Sustainable Development 2021.

Prichard, et al. (2019), Innovations in Tax Compliance: 
Conceptual Framework, WB.

PwC & The World Bank (2020), Paying Taxes – The 
changing landscape of tax policy and administration 
across 190 economies.

Sanchez, et al. (2021), Achieving a fossil-free recov-
ery, IISD.

The Task Force on Fiscal Policy for Health (2019), 
Health Taxes to Save Lives: Employing Effective 
Excise Taxes on Tobacco, Alcohol and Sugary 
Beverages.

UNECA (2015), Illicit Financial Flows: Report of the 
High Level Panel on IFFs from Africa.

UNECA (2019), Tax Administration in Africa.

World Bank (2021), The Long Shadow of Informality: 
Challenges and policies.

DATABASES/TOOLS
Global Revenue Statistics Database – OECD

Government Revenue Database – UNUWIDER

ILO Data Explorer

PwC, Paying Taxes 2020: data explorer

Taxation – Our World in Data

WoRLD IMF

https://blogs.imf.org/2022/03/24/personal-income-tax-has-untapped-potential-in-poorer-countries/
https://blogs.imf.org/2022/03/24/personal-income-tax-has-untapped-potential-in-poorer-countries/
http://piketty.pse.ens.fr/files/BesleyPersson2014JEP.pdf
http://piketty.pse.ens.fr/files/BesleyPersson2014JEP.pdf
https://www.imf.org/en/Publications/WP/Issues/2020/07/24/Raising-Tax-Revenue-How-to-Get-More-from-Tax-Administrations-49584
https://www.imf.org/en/Publications/WP/Issues/2020/07/24/Raising-Tax-Revenue-How-to-Get-More-from-Tax-Administrations-49584
https://www.imf.org/external/pubs/ft/wp/2015/wp15250.pdf
https://www.imf.org/external/pubs/ft/wp/2015/wp15250.pdf
https://www.imf.org/external/pubs/ft/wp/2015/wp15250.pdf
https://www.imf.org/en/Publications/WP/Issues/2019/05/02/Global-Fossil-Fuel-Subsidies-Remain-Large-An-Update-Based-on-Country-Level-Estimates-46509
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Tax-Capacity-and-Growth-Is-there-a-Tipping-Point-44436
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Tax-Capacity-and-Growth-Is-there-a-Tipping-Point-44436
https://www.imf.org/en/Publications/Staff-Discussion-Notes/Issues/2019/01/18/Fiscal-Policy-and-Development-Human-Social-and-Physical-Investments-for-the-SDGs-46444
https://www.imf.org/en/Publications/Staff-Discussion-Notes/Issues/2019/01/18/Fiscal-Policy-and-Development-Human-Social-and-Physical-Investments-for-the-SDGs-46444
https://www.imf.org/en/Publications/Staff-Discussion-Notes/Issues/2019/01/18/Fiscal-Policy-and-Development-Human-Social-and-Physical-Investments-for-the-SDGs-46444
https://secureservercdn.net/50.62.198.97/34n.8bd.myftpupload.com/wp-content/uploads/2021/12/IFFs-Report-2021.pdf?time=1657097950
https://secureservercdn.net/50.62.198.97/34n.8bd.myftpupload.com/wp-content/uploads/2021/12/IFFs-Report-2021.pdf?time=1657097950
https://www.cgdev.org/blog/merely-collecting-more-taxes-not-enough-achieve-sdgs
https://www.cgdev.org/blog/merely-collecting-more-taxes-not-enough-achieve-sdgs
https://www.cgdev.org/sites/default/files/Gupta-Tax-Buoyancy-in-Sub-Saharan-Africa.pdf
https://www.cgdev.org/sites/default/files/Gupta-Tax-Buoyancy-in-Sub-Saharan-Africa.pdf
https://www.imf.org/en/Publications/SPROLLs/covid19-special-notes
https://www.imf.org/en/Publications/SPROLLs/covid19-special-notes
https://elibrary.worldbank.org/doi/abs/10.1093/wber/lhz002
https://elibrary.worldbank.org/doi/abs/10.1093/wber/lhz002
https://elibrary.worldbank.org/doi/abs/10.1093/wber/lhz002
https://nai.diva-portal.org/smash/get/diva2:1573054/FULLTEXT02.pdf
https://nai.diva-portal.org/smash/get/diva2:1573054/FULLTEXT02.pdf
https://www.ictd.ac/publication/obstacles-to-increasing-tax-revenues-in-low-income-countries/
https://www.ictd.ac/publication/obstacles-to-increasing-tax-revenues-in-low-income-countries/
https://www.cgdev.org/publication/domestic-revenue-mobilization-low-income-countries-where-here
https://www.cgdev.org/publication/domestic-revenue-mobilization-low-income-countries-where-here
https://www.cgdev.org/sites/default/files/Gupta-Mullins-International-Taxation.pdf
https://www.cgdev.org/sites/default/files/Gupta-Mullins-International-Taxation.pdf
https://www.oecd.org/tax/transparency/documents/global-forum-annual-report-2021.pdf
https://www.oecd.org/tax/transparency/documents/global-forum-annual-report-2021.pdf
https://www.oecd.org/tax/transparency/documents/global-forum-annual-report-2021.pdf
https://www.oecd.org/dac/global-outlook-on-financing-for-sustainable-development-2021-e3c30a9a-en.htm
https://www.oecd.org/dac/global-outlook-on-financing-for-sustainable-development-2021-e3c30a9a-en.htm
https://openknowledge.worldbank.org/handle/10986/32492
https://openknowledge.worldbank.org/handle/10986/32492
https://www.pwc.com/gx/en/paying-taxes/pdf/pwc-paying-taxes-2020.pdf
https://www.pwc.com/gx/en/paying-taxes/pdf/pwc-paying-taxes-2020.pdf
https://www.pwc.com/gx/en/paying-taxes/pdf/pwc-paying-taxes-2020.pdf
https://www.iisd.org/system/files/2021-05/achieving-fossil-free-recovery.pdf
https://www.iisd.org/system/files/2021-05/achieving-fossil-free-recovery.pdf
https://www.drugsandalcohol.ie/30450/1/Health-Taxes-to-Save-Lives-Report.pdf
https://www.drugsandalcohol.ie/30450/1/Health-Taxes-to-Save-Lives-Report.pdf
https://www.drugsandalcohol.ie/30450/1/Health-Taxes-to-Save-Lives-Report.pdf
https://repository.uneca.org/handle/10855/22695
https://www.uneca.org/?q=chapter/economic-report-africa-2019/tax-administration-africa
https://www.worldbank.org/en/research/publication/informal-economy
https://www.worldbank.org/en/research/publication/informal-economy
https://www.oecd.org/tax/tax-policy/global-revenue-statistics-database.htm
https://www5.wider.unu.edu/#/?graph=map&indicators=3&activeIndicators=3
https://www.ilo.org/shinyapps/bulkexplorer34/?lang=en&segment=indicator&id=EMP_NIFL_SEX_RT_A
https://www.pwc.com/gx/en/services/tax/publications/paying-taxes-2020/explorer-tool.html
https://ourworldindata.org/taxation
https://data.imf.org/?sk=77413F1D-1525-450A-A23A-47AEED40FE78


15

ANNEX 1: TAX GLOSSARY
Domestic Revenue Mobilization refers to the mobiliza-
tion of tax revenues and non-tax revenues. Grants and 
debt-financing (domestic and external borrowing and 
bond issuance) are not considered part of DRM, but 
are important complements to DRM to cover neces-
sary government expenditures in some countries.

Tax base refers to the total amount of income, prop-
erty, assets, consumption, transactions or other 
economic activity subject to taxation by a tax author-
ity. A narrow tax base is common in economies with 
large share of informal economic activities and vice 
versa.

The social contract refers to a term dating back to the 
English philosopher Thomas Hobbes (1588–1679) and 
made explicit by Jean-Jacques Rousseau (1712–1778) 
that describes the desirable and usually mutually 
accepted forms of interaction among individuals and 
groups in their social environment. Modern political 
philosophers give the term a particular meaning: an 
unwritten agreement regarding rights and responsi-
bilities between a state and its citizens. More recently 
the social contract is sometimes referred to as the 
fiscal contract in economics and political science 
zooming in on peoples willingness to pay tax – giving 
up part of their personal income – because they value 
what they and their co-citizens gain from it.

Tax ratio or the “tax-to-GDP ratio” refers to the ratio 
of tax collected to national GDP.

Tax structure refers to the relative importance of 
different sources of taxes (direct/indirect and specific 
taxes) to overall tax revenues in a country or for a 
group of countries.

Tax revenues refers to revenues collected from direct 
and indirect taxes. Direct taxes are taxes on income, 
profits, capital gains and property. Indirect taxes are 
taxes on goods and services (also referred to as 
consumption taxes), taxes on international trade and 
other taxes. For simplification purposes of this brief, 
focus will be on the most common direct taxes in the 
Personal and Corporate Income Taxes, and the most 
common indirect taxes in the Value-Added Tax (VAT) 
and Excise Taxes (see third-sixth column in revenue 
classification scheme below).

Non-tax revenue refers to royalties paid for access 
to natural resources (e.g. oil, gold, diamonds) and 
extraction dividends.

Personal Income Tax refers to taxes levied on the net 
income (gross income minus allowable tax reliefs) 
and capital gains of individuals.

Corporate Income Tax refers to taxes levied on the net 
profits (gross income minus allowable tax reliefs) of 
enterprises. It also covers taxes levied on the capital 
gains of enterprises.

Value-Added Tax (VAT) refers to tax assessed on the 
value added in each production stage of a good or 
service. Every business along the value chain receives 
a tax credit for the VAT already paid. The end con-
sumer does not, making it a tax on final consumption.

Excise tax refers to a tax imposed on a specific good 
or service at purchase such as fuel, tobacco and 
alcohol.

Tax system refers to a set of tax regulations, institu-
tions (including but not limited to the tax authority) 
and norms, bound in a unique mechanism for the 
purposes of achieving a certain tax policy. The tax 
system is part a countries ability to achieve certain 
fiscal, economic, social and political goals within the 
economic system.

Tax administration refers to the work of tax authori-
ties in its execution of its core task: to ensure 
compliance with the countries tax laws. Tasks include 
enforcement, collection and tax payer interaction. Tax 
administration effectiveness dependent on a variety 
of internal and external factors (internal: capacity 
in terms of staff and systems; external: state of the 
economy and taxpayers willingness to comply).

Tax exemptions refers to specific exemptions pro-
vided to persons, items or transactions which would 
otherwise be taxed. Exemption may be given for 
socioeconomic purposes or other reasons.

Tax evasion refers to illegal arrangements where tax 
is hidden or ignored, i.e. the tax payer pays less than 
he is legally obliged to pay by hiding income or infor-
mation from the tax authorities.

Illicit financial flows (IFFs) refers to illegal move-
ments of money or capital from one country to 
another. This movement is an illicit flow when funds 
are illegally earned, transferred, and/or utilized 
across an international border. Some examples of 
IFFs are: an importer using trade misinvoicing to 
evade tax; a public official channeling stolen funds 
through an anonymous shell company abroad; a 
criminal engaged in trade-based money laundering.

Tax avoidance refers to the arrangement of a tax pay-
er’s affairs that is intended to reduce his tax liability. 
The arrangement could be strictly legal, but is usually 
in contradiction with the intent of the law. 

https://www.eca.europa.eu/Lists/ECADocuments/SR16_35/SR_REVENUE_IN_AFRICA_EN.pdf
https://taxfoundation.org/tax-basics/tax-base/
https://www.oxfordreference.com/view/10.1093/oi/authority.20110803100515301
https://www.gu.se/sites/default/files/2020-12/2020_10_Tengs.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR16_35/SR_REVENUE_IN_AFRICA_EN.pdf
https://data.oecd.org/tax/tax-revenue.htm
https://www.eca.europa.eu/Lists/ECADocuments/SR16_35/SR_REVENUE_IN_AFRICA_EN.pdf
https://data.oecd.org/tax/tax-on-personal-income.htm#indicator-chart
https://data.oecd.org/tax/tax-on-corporate-profits.htm#indicator-chart
https://taxfoundation.org/tax-basics/excise-tax/
https://www.igi-global.com/dictionary/tax-system/68174
https://www.uneca.org/?q=chapter/economic-report-africa-2019/tax-administration-africa
https://www.oecd.org/ctp/glossaryoftaxterms.htm
https://www.oecd.org/ctp/glossaryoftaxterms.htm
https://gfintegrity.org/issue/illicit-financial-flows/
https://www.oecd.org/ctp/glossaryoftaxterms.htm
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Externalities refers to situations when the effect of 
production or consumption of goods and services 
imposes costs or benefits on others (or society) which 
are not reflected in the prices charged for the goods 
and services being provided.

Green taxation also referred to as “environmental 
taxation” refers to taxes as an economic instru-
ment to regulate harmful environmental activities 
that impose costs on society. Green taxes commonly 
work as a charge per unit of emission ideally captur-
ing the external cost of it, shifting the burden from 
the public to the emitters, increasing the price of 
emission-intensive goods and services for producers 
and consumers. Green taxes are common on energy, 
transport, pollution and resources.

Market failure refers to a situation defined by an inef-
ficient distribution of goods and services in the free 
market, where the individual incentives for rational 
behavior do not lead to rational outcomes for the 
group/society.

Progressive taxation refers to the situation when 
those with higher incomes or wealth pay an increas-
ing proportion of their income in tax. The opposite is 

“regressive taxation”, a tax that is applied uniformly 
(everybody pays the same), taking a larger percentage 
of income from low-income earners. Consumption 
taxes are generally less progressive than taxes on 
income or wealth and might sometimes even be 
regressive. It is more difficult to make consump-
tion taxes progressive because governments usually 
cannot observe individual purchases. If the revenue 
is used for progressive spending, the net impact on 
people living in poverty can still be positive.

Tax base erosion and profit shifting (BEPS) refers to 
tax planning strategies used by multinational enter-
prises that exploit gaps and mismatches in tax rules 
to avoid paying tax. Developing countries higher reli-
ance on corporate income tax means they suffer from 
BEPS disproportionately. 

Tax policy refers to the part of fiscal policy related to 
taxation (other part being public expenditures).

For more detailed tax glossary visit: Glossary of Tax 
Terms – OECD

Source: the basic revenue classification scheme for the UNUWIDER Government Revenue Dataset
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Domestic Revenue Mobilization refers to the mobilization of tax revenues and non-tax revenues. Grants and debt-financing (domestic and 
external borrowing and bond issuance) are not considered part of DRM, but are important complements to DRM to cover necessary 
government expenditures in some countries. Grants (or ODA) has declined in importance compared to other financial flows. Grants are also 
temporary and unpredictable in nature, where ODA providers shift policy priorities and implementation channels, and, more importantly, 
ODA receivers know that ODA funding will not be around forever. Debt financing also has its limits and risks: excessive borrowing could lead 
to unsustainable debt. And if the money borrowed today is not used productively, the development effect will be less both today and 
tomorrow, since also an increased share of future tax revenues will be needed for debt service, delaying development and poverty reduction 
efforts further. 

Tax base refers to the total amount of income, property, assets, consumption, transactions or other economic activity subject to taxation by 
a tax authority. A narrow tax base is common in economies with large share of informal economic activities and vice versa. 

The social contract refers to a term dating back to the English philosopher Thomas Hobbes (1588–1679) and made explicit by Jean-Jacques 
Rousseau (1712–1778) that describes the desirable and usually mutually accepted forms of interaction among individuals and groups in their 
social environment. Modern political philosophers give the term a particular meaning: an unwritten agreement regarding rights and 
responsibilities between a state and its citizens. More recently the social contract is sometimes referred to as the fiscal contract in economics 
and political science zooming in on peoples willingness to pay tax – giving up part of their personal income – because they value what they 
and their co-citizens gain from it. 

Tax ratio or the “tax-to-GDP ratio” refers to the ratio of tax collected to national GDP. 

Tax structure refers to the relative importance of different sources of taxes (direct/indirect and specific taxes) to overall tax revenues in a 
country or for a group of countries. 

Tax revenues refers to revenues collected from direct and indirect taxes. Direct taxes are taxes on income, profits, capital gains and property. 
Indirect taxes are taxes on goods and services (also referred to as consumption taxes), taxes on international trade and other taxes. For the 
simplification purposes of this brief, focus will be on the most common direct taxes in the Personal and Corporate Income Taxes, and the 
most common indirect taxes in the Value-Added Tax (VAT) and Excise Taxes (see third-sixth column in revenue classification scheme below). 

Non-tax revenue refers to royalties paid for access to natural resources (e.g. oil, gold, diamonds) and extraction dividends. 

Personal Income Tax refers to taxes levied on the net income (gross income minus allowable tax reliefs) and capital gains of individuals. 

Corporate Income Tax refers to taxes levied on the net profits (gross income minus allowable tax reliefs) of enterprises. It also covers taxes 
levied on the capital gains of enterprises. 

Value-Added Tax (VAT) refers to tax assessed on the value added in each production stage of a good or service. Every business along the 
value chain receives a tax credit for the VAT already paid. The end consumer does not, making it a tax on final consumption. 

Excise tax refers to a tax imposed on a specific good or service at purchase such as fuel, tobacco and alcohol. 

 

Source: the basic revenue classification scheme for the UNUWIDER Government Revenue Dataset 
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