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Fiscal Policy

Domestic Revenue Generation | Taxation (ar) all) Sata atl 3 ol and) 87 n
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Tlhit_here_ an optimal tax policy~ Equality | 5 stesall
ptimal choice of tax regime differs depending on administrative s
Capacity and Compliance ~ Personal Income Taxes (PIT)
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.' Trade and Consumption Taxes
1- Not all taxes are created equal III
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2- Low tax fairness pushes }, Corporate Income Taxes (CIT)
economic activity into informality Value Added Taxes (VAT)
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3-The ‘Inconsistent Tax Quartet'... %’ Compliance | JuiaY!

Increasing taxes without a commensurate Compliance
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S 5 ‘;9 ?J increase in collection capacity/enforcement S @Y




What do the numbers tell us:

i—hTax cd Tax
Buoyancy Structure

Oil rich: Oil accounts for % of
revenues (1%-5% of GDP);
VAT....2% GDP

GDP grO\thh doesn’t Oil-poor: Tax share (75%), but
translate t(? a revenues less than peers;
commensurate rise In tax

revenues. revenues (45%), regressive
with efficiency costs.

Trade taxes are falling:
11%...ACU!

Indirect taxes: major source of
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Tax
Effort

Inequality after
taxation is as high as
before taxation;

6% of GDP gains if the
informal sector was
brought under
statutory taxation.

< Strength AWeakness Opportunities
Enhance Tax Overcome Tax Enhance Tax
Efficiency ¢ Compliance (In)Equality &> (In)Efficiency Equality ¢ Effectiveness

For every $1 mobilized in taxes ... 10¢ are lost due to tax avoidance;
Trade taxes foregone on $27.8 billion worth of goods;
‘XX’ due to tax evasion (Panama papers, Bahama Leaks..)

YANEY,
Compliance

Tax avoidance

Trade taxes lost due to
import-underinvoicing
(527.8 bn./year)

VAT collection efficiency
(hard to tax sectors &
professions).

@NThreats

Overcome Tax
Compliance ¢ Administration




8t¢onevery $
360' in trade is lost due to
311 5 lllicit Financial Flows

Trade misinvoicing is a dominant
form of leakage to finance
development

hillion/year on
average
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ON AGGREGATE OIL TRADE MISINVOICING
AVERAGE TRADE MISINVOICING FOR OIL BETWEEN 2008- 2015 REACHED
AND NON-OIL CATEGORIES PER YEAR

USD 77.5 BILLIOW

AVERAGE NON-DIL TRADE
MISINVOICING PER YEAR [ ]
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Trade misinvoicing is a dominant form
of leakage to finance development

between 2008 and 2015 A
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31.3 TR“.I.I““ ill 2018 Arab Region

$1.5 trillion in 2017 (22 Countries)

DEVELOPING

(152 Economies)

DEVELOPED
(39 Countries) y N ‘ -/ y
- : ' DOWN TO
™ $34,20n ¥ P

(>%) ALLTIME HIGH

$88.5bnI= e
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Cross-Border Gapital Flows | Foreign Direct Investment

Foreign Direct Investment in the Arab Region
Arab Claims and Liabilities as reported by the BIS
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"$31.25N INFLOWS

nternational banks
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22 258 Million Migrants _
"y $682.6 billion ,ﬁ
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"Cost of bank 4 g
‘transfers ost of post transfe

Average global cost of

sending remittance

6.84%
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Cross-Borler@apital Flows | Remittances
Arab region $57.9 bn.
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Remlttances

EXCEED

Net FDI.+ ODA



-Abu Dhabi Investment Authority

Kuwait Investment Authority

Hong Kong Monetary Authority Investment Portfolio

GIC Private Limited
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al Development Assistance (ODA)

S 15.6 bn For every
1 $ the region received in ODA inflows,



Offlc al evelopment Asmstance (ODA)

Net ODA from DAC donors, by components, 2000-2018
(2017 constant prices)

Multiple
Roles

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Bilateral development projects, programmes and technical co-operation ® Multilateral ODA
Humanitarian aid ® |n-donor refugee costs

¥ Net debt relief grants
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COMMITMENTS TO ADVANCE TRADE-FINANCE & GROWTH NEXUS
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Debt & Debt Sustainab

The Glohal Debt Bubble -
Record High Debt Financing s1.8 Trllllnn .-

2| External Debt- Developing Counttiest =1

-]
$1.2 Trillion L

Gross Arab Debt!

i

$247 . Net debt inflows (Arab)
(3529 BN. Net inflows in I'

2 , g
H & Otfticial Creditors

Declined from 35% to 16% between 2000-2018
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External Arab Debt _ det

A 7% increase ($21.6 bn.) in 2018




Deht & Deht Sustainab
The Arab Debt Bubble

Record High Debt Financing ‘ I
Total External Debt Stock, Arab Region, Non-Oil Economies '[
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ic and publicly guaranteed ~ ® Short-term = Use of IMF credit



