
Inclusive Development and Partnerships:  
Effective Taxation and Domestic Resource Mobilisation

About this document 
This document has been established for the April 2014 
High Level Meeting (HLM) of the Global Partnership for 
Effective Development Co-operation (GPEDC) in Mexico.  
 
It contains reflections on ways in which the theme 
of Inclusive Development and Partnerships can be 
integrated into the core theme of Effective Taxation and 
Domestic Resource Mobilisation.

About the Task Team
The Task Team is a multi-stakeholder network of 
approximately 20 representatives of development 
cooperation partner governments, and civil society 
organizations (CSOs). The Task Team is led by three co-
chairs, each representing the stakeholder groups. 

The Task Team seeks to promote and facilitate 
development practice consistent with civil society-
related commitments made at the High Level Fora in 
Busan and Accra. These commitments are intended to 
maximize CSOs’ contributions to development. The task 
Team reaches out to stakeholders at national, regional 
and global levels. 

Through dialogue and learning, the members of the 
Task Team work to build shared understanding. Central 
topics of discussion are strengthening democratic 
ownership, an enabling environment for civil society, 
official development cooperation with civil society, and 
CSO development effectiveness. 

The Task Team works closely with the Global Partnership 
for Effective Development Co-operation and seeks to 
influence the Post-2015 agenda setting process.

Why is Domestic Resource Mobilisation (DRM) 
important for Inclusive Development?

Domestic resource mobilization (DRM) is important for 
sustainable and long-term investment in a country’s strategies 
and plans for inclusive development. Sound tax systems are 
central to DRM, not only for building a tax base, but also as 
an element of sound governance, public management and 
accountability. In addition, effective taxation has redistributive 
potential to help address growing inequality. 

What role do CSOs play with respect to Inclusive 
Development? 

CSOs play roles that complement but can be distinct from 
those of government or the private sector. 

Enabling CSOs’ work through sound tax systems can help CSOs 
fill these roles, which include: 
•	 provide social service
•	 empower people to claim their rights
•	 shape and monitor development policies and partnerships
•	 pursue accountability 

CSOs often have a comparative advantage and can add value 
through: 
•	 extensive on-the-ground knowledge
•	 local networks
•	 sustained interaction with local beneficiary populations
•	 ability to include marginalized and beneficiary populations

The above are all conducive to demand-driven and locally 
owned development initiatives.
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How can DRM take account of Inclusive Development 
and Partnerships? 

•	 Recognize that civil society is a source of domestic 
resources  
Civil society can be a significant source of domestic 
resources, provided there is an enabling policy and 
regulatory environment. In developed countries, the civil 
society sector has been found to contribute an average of 
5 percent of Gross Domestic Product. 
 

•	 Implement an enabling policy and regulatory 
environment for resource generation  
Resource generation includes CSOs’ income-generating 
activities and investments, and the collection of charitable 
donations. Both types of resource mobilization require 
an enabling policy and regulatory environment (per BpD 
para. 22b) that: 

 º facilitate CSOs to generate income (in support of their 
organizations’ mandates)

 º provide tax incentives to encourage charitable 
contributions to CSOs 
 
 

•	 Acknowledge the role civil  society can play in 
supporting both formal and informal entrepreneurs 
CSOs sometimes work with entrepreneurs and small and 
medium enterprises. They support them through capacity 
development and facilitate their access to financial 
services. CSOs can help professionalize these actors 
as appropriate so that they contribute to domestic tax 
resources.  
 

•	 Acknowledge the role civil society can play in 
strengthening tax systems and stemming illicit flows  
Civil society has a role to play in strengthening tax systems 
as well as in stemming the illicit flows that reduce the 
domestic resource base in many countries. This includes a 
role as a responsible and accountable partner to: 

 º implement development programs
 º pursue transparency and accountability from tax 

authorities
 º monitor tax expenditure planning and 

implementation and private sector financial flows 
 

•	 Encourage civil society to participate in knowledge-
sharing

 º In new or existing mechanisms or fora for sharing 
experience, policy and practice on DRM across 
institutions. This would include exchanging ideas on 
how CSOs are or can be involved in DRM.  

How can civil society – as a development 
actor in its own right – benefit from DRM? 

Tax policies can facilitate CSOs’ ability to tap into 
resources that might not otherwise be available for 
these development investments.

•	 Tax exemptions  
help CSOs to better leverage the resources that 
they bring into an economy for greater impact.  

•	 Charitable tax status  
help encourage charitable contributions to 
CSOs’ work. 

An enabling tax treatment can positively improve 
the resource contribution of CSOs’ fund-raising.

The potential can best be illustrated through 
figures: 
•	 In 2011, OECD-DAC member country CSOs 

working in development cooperation raised an 
estimated minimum US$ 32 billion. This amount 
equals 24 percent of total Official Development 
Assistance. It’s also an increase from the US$ 
23.9 billion raised in 2008. 

Why are accountability and transparency 
important for DRM? 

CSOs and governments have a common interest 
in stemming illicit funding flows and money 
laundering. This applies to illicit funding flows 
as a result of corruption for personal purposes 
or for purposes such as the illegal drug trade. 
Governments can engage with CSOs to stop illegal 
financial flows through the pursuit of accountability 
and transparency from all actors – CSOs, the private 
sector and the government itself.

Want more information?  
Please see the Task Team’s accompanying Key Messages 
“Promote Inclusive Development and Democratic 
Ownership in Development Cooperation”. These can be 
found on our site www.taskteamcso.com along with 
other key documents the Task Team has produced.
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