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There are no translations available.

Against the backdrop of a loss of revenues deriving from the AfCFTA implementation (due to
the waiver of import duties on intra-Africa trade), African countries need to implement Domestic
Resource Mobilisation reforms, as well as to intentionally eliminate Non-Tariff Barriers that can
cancel the gains of the AfCFTA. This is one of the main conclusions of the African Tax
Administration Forum (ATAF)'s 6TH High-Level Tax Policy Dialogue held from 3 to 4 August
2022.

      

In other words, if on one hand, the loss of revenues caused by the tariff liberalization process
under the AfCFTA will be partially offset by an expected stimulation of the general economic
activity within the various African States (which in turn will result in the collection of increased
revenues from internal taxation), an effort will also need to be done in order to optimize
domestic tax revenue in the various States.

  

The fight to tax fraud and evasion is obviously on the frontline, but also the improvement of the
current mechanism for revenue collection will be crucial, as well as the implementation of
reforms aimed at achieving an efficient, growth-oriented and equitable tax systems, as
described in this OECD paper .

  

Unfortunately, as revealed by another recent OECD report , domestic revenue mobilization in
Africa is significantly weak, compared with other geographic regions. The report explains that
the main reason for that is the limited size of the manufacturing sector and its reduced
contribution to the budget of African States. In addition, African countries have a large informal
sector (that evade payment of taxes) and weak internal tax revenue collection capacity. As a
consequence, African countries rely much more than industrialised States on what is called in
French “ fiscalité de porte” (i.e. taxes
on foreign goods and services that enter their territories) for funding their budgets. In fact,
differently from internal taxes, these levies are particulatly easy to collect. As a comparison, in
the European Union, in 2020, the contribution of customs duties to the total EU budget was only
11%, as shown in the graphic below.
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https://www.oecd.org/dac/Post%202015%20Domestic%20Resource%20Mobilisation.pdf
index.php?option=com_content&amp;view=article&amp;id=566%3Adomestic-revenue-mobilization-vs-customs-revenues-the-challenge-for-africa&amp;catid=1%3Aultime&amp;Itemid=50&amp;lang=en
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  On the other hand in developing countries, according to World Bank estimates , customsrevenues typically accounting for 30 to 50 percent of overall tax revenues. According to the International Monetary Fund, on average, the revenue loss from the AfCFTA implementation will correspond to about 0,5–0,8% of the African States GDP, reaching up to 3-5% of GDP in those countries that apply high import tariffs, whilethe World Bank, in the study "The African Continental Free Trade Area, Economic and Distributional Effects" (2020) estimated that tariff revenues will decline by less than 1.5 percent in 49 Africancountries.  Read the full outcome statement of the 6th High-Level Tax Policy Dialogue at this link .
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https://blogs.worldbank.org/developmenttalk/five-operational-lessons-new-research-corruption-customs
https://www.google.com/url?sa=t&amp;rct=j&amp;q=&amp;esrc=s&amp;source=web&amp;cd=&amp;ved=2ahUKEwjrpJ3Io_35AhUW77sIHRinBLkQFnoECAgQAQ&amp;url=https%3A%2F%2Fwww.imf.org%2F-%2Fmedia%2FFiles%2FCountries%2FResRep%2FZWE%2F0624-zimbabwe-independant.ashx&amp;usg=AOvVaw38DM3eh6w0xk5ij2VRWf15
https://openknowledge.worldbank.org/bitstream/handle/10986/34139/9781464815591.pdf
https://www.ataftax.org/outcome-statement-6th-high-level-tax-policy-dialogue-recommends-african-governments-to-implement-progressive-investment-related-reforms-to-leverage-afcfta

