
REASONS FOR OPTIMISM?
Change will only come when taxation is driven by the 
people in developing countries. The closer association 
of civil society in the revenue raising and expenditure 
process will increase self-reliance by mobilising domestic 
resources across a broader base, thus increasing 
resources for growth, improving democratisation of the 
state, and reducing corruption. 

ACTIONS THAT WILL MAKE 
THE DIFFERENCE

Develop a renewed focus on enhancing domestic 
revenues through broad-based taxation combined 
with higher aid flows, at least in the medium term. 

Help empower a broader base of citizens through 
involvement in the process of revenue raising and 
expenditure. 

Support revenue raising efforts in partner countries. 

Help countries retain and tax the profits attributable 
to them, and increase transparency and the 
recognition of internationally agreed standards on 
exchange of information to counter tax evasion and 
other abuses. 

Expand co-operation between international 
organisations active in the tax area. 

Work with the people and organisations who are 
transforming the landscape, recognising that one 
size does not fit all and that many voices need to 
be heard. 
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WHY WORRY ABOUT TAX TODAY? 
First, tax provides a long-term financial platform for sustainable 
development. Taxation provides the lifeblood for state services, 
and therefore is particularly relevant to sustainable financing and 
development. Tax is also essential for building effective, democratic 
states where taxpayers’ opinions are not only heard, but acted 
upon. Improved accountability between state, business and the 
population has provided a strong underpinning for broad-based 
growth and state efficiency, for example, in East Asia. Finally, taxation 
combined with economic growth is the antidote to long-term reliance 
on aid. 

NOT JUST TAX FOR THE SAKE OF TAX
Of course, how and from whom tax is raised matters, not just how 
much. It is clear that a broad-based but low tax rate system is effective 
in resource terms. It is also clear that a fair and transparent system that 
operates with social consent is important for good governance. But we 
have to be realistic about the challenges. Poor countries often lack the 
resources and capacity to build effective tax collection systems. Citizens 
may often be skeptical about the use of public funds. Tax havens, capital 
flight and international tax evasion deprive governments of revenues 
needed for hospitals, schools and roads, forcing honest taxpayers to 
pick up the tab. 

CONTACT INFORMATION
For more information contact: Ben Dickinson (ben.dickinson@oecd.org) or Richard Parry (Richard.Parry@oecd.org)

TaxaTion: ViTal To meeTing 
Today’s deVelopmenT challenges  

On the face of it, taxation and domestic resource mobilisation 
might be low on the list of today’s priorities. Yet even in these 
difficult times, there are compelling reasons for putting tax 

at the top of the development agenda. 
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TAX RELATED ASSISTANCE AS A PROPORTION OF 
TOTAL OFFICIAL DEVELOPMENT ASSISTANCE IN 2006

Only a tiny portion of bilateral aid is spent on tax and revenue 
related activities.


