
Taxation and State Building in Developing
Countries: Unlocking Economic
Transformation
Taxation is a cornerstone of state building in developing countries. It
provides essential revenue to governments, enabling them to invest in
public services, infrastructure, and other vital functions that promote
economic growth and social development. Effective taxation systems also
strengthen the relationship between citizens and the state, fostering
accountability and legitimacy.

Taxation and State-Building in Developing Countries:
Capacity and Consent by Deborah Brautigam

4.7 out of 5
Language : English
File size : 3178 KB
Text-to-Speech : Enabled
Screen Reader : Supported
Word Wise : Enabled
Print length : 308 pages
Lending : Enabled

Taxation and Economic Growth

Taxes are a primary source of government revenue, which is used to fund
public investments that drive economic growth. These investments include
infrastructure, such as roads, bridges, and energy grids, which facilitate
trade, reduce transportation costs, and attract investment. Additionally,
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taxes support education and healthcare systems, improving human capital
and increasing productivity.

Taxation and Public Services

Tax revenue enables governments to provide essential public services that
enhance the well-being of citizens. These services include healthcare,
education, social welfare programs, and environmental protection. By
investing in these areas, governments create a more stable and equitable
society, which in turn promotes economic growth and social cohesion.

Taxation and Accountability

Effective taxation systems increase the accountability of governments to
their citizens. When citizens contribute to the state through taxation, they
have a vested interest in ensuring that public funds are used wisely and
transparently. This promotes good governance, reduces corruption, and
strengthens the rule of law.

Challenges to Taxation in Developing Countries

Revenue Mobilization:

Many developing countries face challenges in mobilizing sufficient tax
revenue due to factors such as a large informal economy, limited tax
administration capacity, and tax evasion. These challenges hinder their
ability to finance essential public services and infrastructure.

Tax Administration:

Inefficient tax administration systems can lead to tax avoidance and
evasion, reducing tax revenue and undermining public finances.



Weaknesses in tax collection, audit, and enforcement capabilities can
exacerbate these challenges.

Tax Reforms:

Outdated tax laws and regulations can discourage investment and
economic growth. Comprehensive tax reforms are often necessary to
simplify tax systems, reduce tax burdens on productive sectors, and
enhance fairness.

Capacity Building for Tax Administration

Strengthening the capacity of tax administration is crucial for improving tax
revenue mobilization and ensuring the effective use of public funds. This
involves investing in training, modernizing tax infrastructure, and
implementing performance management systems.

Fiscal Sustainability

Developing countries must strive for fiscal sustainability by balancing their
revenue and expenditure levels over the long term. This requires prudent
fiscal policies, including measures to control public spending and manage
debt levels.

Taxation is a powerful tool for state building in developing countries. By
mobilizing revenue, improving public services, and enhancing
accountability, effective taxation systems foster economic growth, promote
social development, and strengthen the relationship between citizens and
the state. Overcoming the challenges and seizing the opportunities
presented by taxation is essential for developing countries to achieve
sustainable and inclusive economic transformation.
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