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DRAFT SUMMARY RECORD OF THE OECD TAX AND DEVELOPMENT TASK FORCE  

SUB GROUP MEETING ON STATEBUILDING, TAXATION AND AID 

OECD CONFERENCE CENTRE, PARIS 

7-8 FEBRUARY 2012 

Session I. Welcome and Introductions 

1. The Chair, Ms. Allen Kagina, Commissioner-General, Uganda Revenue Authority, welcomed 

delegates to the second meeting of the Sub Group.  She indicated that the purpose of the meeting was to 

advance work requested by the Task Force on Tax and Development in several areas:  transparency of 

investment-related tax incentives; donor countries interaction with developing countries on tax matters; 

and measuring progress on tax system development, as well as to exchange on initiatives to build the 

capacity of developing countries on tax matters.  The outcomes of the meeting will be presented to the 

Task Force Plenary in May 2012 and the OECD’s Committees on Fiscal Affairs (CFA) and Development 

Assistance Committee (DAC) in June 2012. 

2. Introductory remarks from Pascal Saint-Amans, Director, OECD Centre for Tax Policy and 

Administration, linked work on tax and development to the G-20’s Development Working Group efforts 

on domestic resource mobilisation (DRM). He emphasised that the many players active in this area should 

complement each other and not compete, citing the example of the CFA inviting the UN to join as an 

observer. Jon Lomoy, Director, OECD Development Cooperation Directorate, noted that tax and 

development has moved to the centre of the global development agenda. This was evident at the Busan 

High Level Forum on Aid Effectiveness where taxation and DRM were identified as key to sustainable and 

inclusive development. He also outlined recent efforts to elaborate a Development Strategy for the OECD, 

highlighting the importance of Tax and Development both in terms of relevant content and as a model of 

collaboration between policy communities. 

Session II. Seminar on Transparency in the Governance of Tax Incentives 

3. Ben Dickinson, OECD Secretariat, introduced the session by noting the emerging international 

consensus on the need to address the downsides of investment-related tax incentives, noting this had been 

raised by the IMF/OECD/UN/World Bank report to the G-20. Tax incentives can lead to significant 

foregone revenue with limited gains for a country and its citizens. This is an issue facing all countries, 

developed and developing alike, and is therefore ripe for international cooperation.  The goal of this work 

is not the elimination of incentives but to develop a set of principles to govern them in a transparent and 

consistent manner which over time all countries could sign up to.   

4. Several delegates presented country-specific experiences with tax incentives. Amadou Ba 

(Direction Générale des Impôts et des Domaines) of Senegal highlighted the importance of on-going 

evaluation of tax incentives as well as plans to publish their impact on revenue available for expenditure as 

part of future budgets. He estimated that EUR 500 m of revenues were forgone through incentives. 

Abdellatif Zaghnoun (Direction Générale des Impôts) outlined the evolution of Morocco’s significant 

efforts to assess, streamline and report on tax incentives. Kennedy Munyandi (IBFD) presented the 

findings of a recent OECD report on transparency of tax incentives in Zambia noting that improvements 

could be made in terms of coordination and reducing discretionary decision making and reporting.  The 

case of the “deduction of real productive fixed assets” in Colombia, its unintended consequences and 
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subsequent efforts to limit its fiscal impact was presented by Francisco Ruiz (Dirección de Impuestos y 

Aduanas Nacionales). 

5. Chris Lenon (Rio Tinto, BIAC) presented examples of mining investments in developing 

countries to provide an investors perspective, notably that the purpose of incentives is to secure additional 

investment to promote economic growth, which is in the interest of government, business and citizens.  He 

noted that there is a role for business in helping governments to do the cost-benefit analysis of incentives.  

Attiya Waris (TJNA, University of Nairobi) provided other examples of where tax incentives had not 

resulted in the desired outcomes for governments or citizens. She noted that accountability, responsibility 

and tax efficiency and effectiveness should underlie the transparency principles. 

6. Sebastian James presented World Bank analysis of the effectiveness of tax incentives, 

highlighting that they have a very limited impact in states with a poor investment climate (e.g. politically 

unstable, limited infrastructure); that there is a need for transparency in both decision making and 

administration; and that work is underway to develop consistent and comprehensive tools for measuring 

the costs and benefits of incentives. Steve Clark (OECD Secretariat) summarised OECD analysis in this 

area, noting that incentives can have unintended outcomes in terms of foregone revenue.  He advised that 

transparency principles should cover policy, legislation, information gathering, reporting, cost-benefit 

analysis and periodic review to ensure they continue to meet desired policy objective.  

7. Discussions focused on governance challenges of tax incentives, respecting national sovereignty, 

working at a regional level to prevent a “race to the bottom”, the challenge of identifying alternative, non-

fiscal incentives, and how aid provided through budget support can in effect simply offset revenue lost 

through incentives. There is a role for governments, including tax policy, tax administration and other 

branches involved in the granting of incentives, as well as national parliaments, business, and civil society 

in increasing transparency. 

Next Steps 

8. It was agreed that a set of transparency principles should be drafted for consultation and that 

eventually all countries could sign up to.  They should cover a range of areas including the decision-

making process behind the granting of incentives to reduce discretion, the importance of bringing 

incentives into tax legislation to ensure greater consistency, carrying out cost-benefit analyses, and 

improving the tools to do so, regular reviews to ensure policy relevance and public reporting as part of 

national budget processes. The Sub Group will create a small reference group of interested parties to draft 

and comment on the paper. The paper will be presented to the Task Force plenary and OECD’s CFA/DAC, 

with the G-20 as a possible eventual target. 

Session III. Improving International Engagement on Tax Matters 

9. Lincoln Marais (ATAF) began the session by presenting the DRM aspects of the Busan High 

Level Forum, highlighting elements of the Partnership Agreement that make clear that aid is only part of 

the solution and that government’s own revenues play a greater role in financing for development. He also 

summarised discussions at the ATAF side event on DRM, tax and development, and aid effectiveness 

which underscored the role of tax administrations as agents of change.  

10.  This was the first airing of the Draft Principles for International Engagement in Supporting 

Developing Countries in Tax Matters in a large, multi-stakeholder group. Mirco Goudriaan (Ministry of 

Foreign Affairs, the Netherlands), provided background and context for the principles.  He noted that given 

the growing importance of DRM, the growing number of actors and the risks of incoherence of 

international support currently provided on tax matters, the principles offer guidance for international 
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assistance providers. The Principles may also be a tool for developing countries to engage with donor 

countries on tax issues. He introduced the 10 principles which cover key issues including country 

ownership, strengthening revenue and expenditure linkages, aid modalities, a whole of government 

approach and measuring progress.  

11. Dheeraj Bhatnagar (Department of Revenue, India) reviewed the principles from the perspective 

of India as both donor and recipient. He spoke of the need for improved donor-developing country 

coordination on tax matters, with an emphasis on regional cooperation, exchange of information, 

measuring progress and for special consideration of highly aid dependent states. He noted a need to clarify 

the purpose of the principles for both donors and partners, and questioned how the tax principles could add 

value beyond the widely agreed Paris Principles. Moses Kajubi (Uganda Revenue Authority) described the 

recent URA Modernisation Programme as an example of successful donor coordination. The URA worked 

with 10 development partners who provided TA and flexible financial aid to support a URA-led and owned 

exercise to reduce transaction costs, improve services and widen the tax register.  Varsha Singh (SARS, 

South Africa) welcomed the principles. She drew attention to their recognition of the importance of 

supporting developing countries’ participation in international tax agreements and of south-south 

cooperation (e.g. help with taxation of the informal sector).  She noted that they should be broadened to 

cover customs and emphasised that there is no one-size fits all, rather there is a need for two-way dialogue 

in each country, with on-going monitoring and evaluation to ensure sustainability. 

12. Chris Lenon (Rio Tinto, BIAC) noted a lack of reference to encouraging growth and investment 

and cautioned that while it is important to promote broad-based dialogue on tax matters, this must not go 

so far as to undermine the efficiency and effectiveness of the tax authority. Attiya Waris (TJNA, 

University of Nairobi) stressed that the principles should reflect a greater emphasis on statebuilding, 

clearly support the inclusion of civil society in tax matters and better recognise that different types of states 

(e.g. conflict, peaceful, isolated) require different types of support. 

13. The Chair started the discussion by noting the interest of developing countries in this set of 

guidelines they could use to help structure engagement with international assistance providers on tax 

matters. Overall the principles were warmly received with some discussion of whether they should cover 

just donor countries or both donors and developing countries, how to address the limited capacity of some 

developing countries to define their tax-related needs, the importance of quality advice and the inevitable 

difficulties of actually applying the principles in daily practice. It was pointed out that the principles do not 

just apply to donor agencies but to international assistance providers more broadly (which can include tax 

administrations, finance departments and other bodies in developed countries). 

Next Steps 

14. It was agreed the OECD Secretariat will redraft the principles in light of this discussion and 

written feedback.  Consideration will be given to how best to include customs issues. A modest process 

will then be undertaken to validate the principles through consultation in interested developing countries. 

Morocco and Uganda expressed interest and the Secretariat noted earlier positive engagement with 

Rwanda.  The principles will be presented to the Task Force plenary and the OECD’s CFA and DAC. 

(Members of the International Tax Compact Core Group met immediately after the Sub Group meeting and 

recommended that the ITC offer support for the OECD's consultation on the principles and, upon demand 

from interested partner countries, help organise corresponding national consultation workshops). 

Session IV. Measuring Progress:  Special Focus on Tax Morale and Tax Payer Education 

15. The Chair introduced the session noting that tax morale is an important complement to the more 

administrative-focused indicators of progress currently available on the development of tax systems.  
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Christian Daude (OECD Secretariat) presented preliminary findings of the Global Report on Tax Morale.  

He noted that perceptions of democracy, transparency and fairness, social and economic factors (education, 

gender, income, employment, age, religiousness), and satisfaction with public services affect attitudes 

towards taxation. Attiya Waris (TJNA, University of Nairobi) presented a case study on tax payer 

education in Rwanda. Building from a base of limited trust in government, the Rwanda Revenue Authority 

has made significant progress. In terms of methodology, those initiatives most closely linked to local 

culture (oral communication, traditional organisation structures) have had the greatest impact. In terms of 

policy, the fact that government started with a focus on expenditures, its investments in poverty and 

development, provided a positive basis from which to raise awareness of the importance of revenue 

collection.  

Next Steps 

16. The Global Report on Tax Morale will be finalised by the end of March 2012. Once the data 

analysis is complete the OECD Secretariat will assess the extent to which policy implications can be teased 

out.  The Secretariat noted that the challenging issue of harmonising diagnostic and benchmarking efforts 

in tax matters would be discussed by the ITD partners in March in Washington. 

Session V. Tour de Table on Current Capacity Development Issues 

17. Delegates were invited to raise current initiatives to support the capacity of developing countries 

on tax matters.  Chris Lenon (Rio Tinto, BIAC) outlined efforts to develop a Transfer Pricing Expert 

Group that could advise governments, both OECD and non-OECD. Socorro Velazquez described CIAT's 

initiatives to support tax administrations in Latin America, including its peer-to-peer program. Lucia Fry of 

Action Aid provided an overview of recent research into declining aid dependency that also demonstrated 

how high quality aid can improve tax capacity. She also noted efforts to build the capacity of civil society 

organisations to engage on tax matters.  Various capacity-building initiatives supported by the OECD were 

described including, Tax and Development work on Transfer Pricing, the Forum on Tax Administration’s 

registry of experts and efforts to improve access to information, the Global Forum on Transparency and 

Exchange of Information for Tax Purposes’ new cooperation platform and pilot projects, and Global 

Relations activities with non-OECD countries. It was noted that the ITD website maps some technical tax 

assistance (see http://www.itdweb.org/Pages/TechAssist.aspx). 

18. The Chair preceded the discussion by asking how tax officials in developing countries can 

identify and access such resources, can best balance the daily needs of tax collection with investing in 

building the skills and knowledge of staff, and how to maintain capacity after the initial investment has 

been made.  Discussion focused on how to better match supply and demand for international support in tax 

matters. 

Next Steps 

19. Consideration will be given to how to better match supply and demand, including raising 

awareness of existing resources and the Secretariat will report back to the Task Force plenary in May 2012.  

http://www.itdweb.org/Pages/TechAssist.aspx
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Conclusions and summary of actions 

20. The Chair thanked speakers and participants for their inputs and efforts to advance work 

identified by the Tax Force and the OECD’s CFA/DAC.  The OECD Secretariat will prepare and finalise 

deliverables for the respective May and June meetings of these bodies.   

Principles for Transparency in the Governance of Tax Incentives  

 The Secretariat will lead the drafting of a set of principles on transparency in investment-related 

incentives by end March 2012. 

 Those interested in participating in a small reference group on this topic should inform the 

Secretariat (Keith Patterson, keith.patterson@oecd.org) by 28
th
 February 2012. 

 Progress will be reported to the Task Force plenary in May 2012. 

Principles for International Engagement in Supporting Developing Countries in Tax Matters 

 Comments on the draft principles should be submitted in writing to Keith Patterson, OECD 

Secretariat, by 7
th
 March 2012.  

 The Secretariat will update the principles and circulate a new draft to participants of the Sub Group 

in April 2012.  

 The OECD will work with the ITC and other partners to carry out country-level consultations. 

Consultations will be tested in selected countries, which could include Uganda, Morocco and 

Rwanda. Other opportunities should be sent in writing to Keith Patterson. 

 Progress will be reported to the Task Force plenary in May 2012. 

The Global Report on Tax Morale  

 The first complete draft of the Global Report on Tax Morale will be finalised by the end of March 

2012 and circulated to Sub Group members for comment.   

 

Materials and presentations from this meeting are available at: 

www.oecd.org/tax/globalrelations/development 

  

mailto:keith.patterson@oecd.org
http://www.oecd.org/tax/globalrelations/development
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