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Abstract 

 
Domestic revenue mobilisation (DRM) is central to development finance 
and the resilience of public finances. Pressures on DRM and ambitious 
estimates of revenue ‘potential’, however, risk creating unrealistic 
expectations of what countries can achieve in practice. To take stock of 
what countries have achieved so far, this paper gathers comprehensive 
historical performance trends on non-resource tax revenue (all taxes 
excluding those from natural resources) across 139 countries between 
2010 and 2022, using the UNU-WIDER Government Revenue Dataset. 
Extending the analysis back to 1990, we also assess the historical 
frequency of revenue gains over five- and ten-year periods. Studies of 
Nepal, Uganda and Greece provide deeper analysis of the circumstances 
underpinning revenue performance in specific cases. We find that large 
increases in non-resource tax revenue are historically uncommon, but when 
achieved they are mostly sustained. Large increases have generally been 
observed under exceptional circumstances, including post-conflict recovery, 
crisis-driven fiscal adjustment, major tax policy reforms, rapid economic 
growth, formalisation or shifts in tax administration and compliance. The 
analysis also shows that similar changes in tax-to-GDP ratios can reflect 
very different underlying mechanisms, indicating their limitations as a 
measure of revenue performance. Economic structure, institutional 
capacity, tax composition, distributional implications, and the sustainability 
of revenue gains are all key factors in understanding the path of revenue 
performance. Country-specific conditions and historical experience are 
therefore important considerations in setting more realistic DRM targets.   
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Executive Summary 

Domestic revenue mobilisation is central to development finance, 
particularly as aid flows decline, debt pressures rise and 
governments face growing demands for public services and 
investment and face repeated external shocks. Yet policy discussions 
and decisions often assume that countries can raise substantial 
additional tax revenue within relatively short timeframes. To take 
stock of recent domestic revenue mobilisation efforts, this paper asks 
a simple, more empirical question: what have countries actually 
achieved in practice? 

Using the UNU-WIDER Government Revenue Dataset, the paper 
examines non-resource tax revenue trends across 139 countries 
between 2010 and 2022, complemented by a longer-run analysis of 
revenue gains from 1990 onwards and in-depth case-study research 
on Nepal, Uganda and Greece. This combined approach allows the 
paper to assess not only how often large revenue gains have 
occurred in the data, but also the country-specific conditions, reform 
episodes and institutional factors that help explain them. It finds that 
large increases in non-resource tax revenue are historically 
uncommon, but when achieved most of the gains are maintained. 
Over this period, the global average increased by only 1.4 
percentage points of gross domestic product (GDP), from 16.0% to 
17.4%. Fewer than 13% of countries – 18 out of 139 – increased 
non-resource tax revenue by more than 5 percentage points of GDP. 

Where large gains occurred, they were typically associated with 
exceptional conditions rather than routine reform alone. These 
included post-conflict recovery, crisis-driven fiscal adjustment, major 
tax policy changes, rapid economic growth, formalisation, sector-
specific booms or substantial improvements in tax administration and 
compliance. The findings do not imply that large revenue gains are 
impossible, but they show that such gains are rare and context 
dependent.  

The analysis also shows that headline tax-to-GDP ratios can be 
misleading when interpreted in isolation. Changes in revenue-to-GDP 
ratios of similar orders of magnitude may reflect very different 
underlying processes. This conclusion emerges from the quantitative 
trends and is reinforced by the country case studies, which show that 
similar changes in revenue ratios can arise from very different 
economic, institutional and political processes. Case studies of 
Nepal, Uganda and Greece illustrate this point clearly. Nepal 
achieved rapid gains from a low base, supported by post-conflict 
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recovery, remittance-financed consumption and import-based 
taxation, but these gains proved vulnerable to external shocks. 
Uganda’s more gradual progress reflects sustained reform efforts 
constrained by informality, limited formal employment and a narrow 
tax base. Greece recorded one of the largest increases in the 
sample, but this reflected a combination of economic contraction, 
crisis-driven fiscal adjustment and genuine improvements in tax 
administration and compliance. 

Revenue performance can be considered as a measure of not only 
how much tax is collected, but how it is raised and from whom. The 
composition of revenue gains matters: increases driven mainly by 
VAT (value-added tax), excises or import taxes may be easier to 
collect but can raise concerns about equity and vulnerability to 
shocks. The equity effects of consumption taxes depend on country-
specific consumption patterns, informality and policy design. 
Sustainable revenue mobilisation depends on broadening tax bases, 
strengthening compliance, improving administrative capacity, 
reducing inefficient exemptions and building public trust in the tax 
system. 

Key findings 
• Global progress on revenue mobilisation has been 

modest. Across 139 countries, average non-resource tax 
revenue increased by only 1.4 percentage points of GDP 
between 2010 and 2022. 

• Large gains are rare but when achieved, most of the gains 
are sustained. Only 18 countries increased non-resource tax 
revenue by more than 5 percentage points of GDP over the 
period. Looking into the historical data from 1990 onwards, in 
any 5-year period in which a country improved its NRTR-to-
GDP ratio by at least 3 percentage points, 76% retained at 
least half of the gain five years later, while 46% retained the 
full gain or improved further. For increases of at least 5 
percentage points, the corresponding proportions were 74% 
and 40%, respectively. 

• The key historical challenge has been achieving gains, 
rather than sustaining them. Countries that achieved smaller 
gains were only marginally more likely to sustain them than 
countries with larger gains: for 2 percentage points and 1 
percentage point gains, at least 75% of the gain was sustained 
in 66% and 67% of cases, respectively, while the full gain was 
maintained or exceeded in 51% and 55% of cases, 
respectively. 

• Exceptional circumstances matter. Large increases were 
usually linked to post-conflict recovery, crisis-driven 
adjustment, major tax policy reforms, rapid growth, 
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formalisation, sector-specific recovery or significant 
administrative improvements. 

• Headline ratios can mislead. Similar tax-to-GDP outcomes 
may reflect very different combinations of tax effort, economic 
structure, denominator effects, policy choices and 
administrative capacity. 

• Revenue composition matters. Many gains came from 
indirect taxes, particularly VAT, excises and trade taxes. This 
finding is important for resilience, sustainability and equity, 
although recent studies suggest that distributional implications 
depend on country context, consumption patterns, informality 
and tax design. 

• Realistic target-setting requires context and credible 
measures. Theoretical tax potential indicates possibilities, but 
setting targets still requires a grounding in country-specific 
historical context and quantified, credible reforms.  

Policy implications 
The evidence suggests that revenue mobilisation strategies should 
combine ambition with realism. Governments and development 
partners should avoid treating tax-to-GDP targets as simple 
benchmarks of reform success. Instead, they should assess revenue 
performance alongside indicators of compliance, tax morale, 
administrative capacity, equity, tax composition and sustainability. 

For many countries, especially low-income economies with high 
informality and narrow tax bases, meaningful progress is likely to be 
gradual. Sustained improvements will depend less on one-off tax rate 
increases or new taxes. While there are examples of this in the data 
and case studies we reviewed, once the ‘low hanging fruit’ are 
achieved, further improvements will depend on long-term 
investments in tax administration, digital systems, taxpayer services, 
compliance management, institutional credibility and broader 
economic transformation. 

The central lesson is that tax-to-GDP ratios are an important 
measure of revenue performance, but the key challenge is 
determining how realistic and sustainable increases can be achieved. 
Effective revenue mobilisation therefore requires attention not only to 
how much revenue is raised, but also to how increases in tax-to-GDP 
are achieved, including their distributional impact, durability and 
consistency with the country’s economic and institutional realities. 
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1 Introduction 

1.1 Study objectives and motivation 
Domestic revenue mobilisation has become a central objective of 
development policy. Governments, international organisations and 
donors routinely set or advocate for ambitious tax-to-GDP (gross 
domestic product) targets, often informed by perceptions of 
significant unmet potential or low tax effort. Yet relatively little 
attention has been paid to a more basic question: what have 
countries actually achieved in practice? 

While a large literature examines tax capacity, tax effort and tax 
potential, another strand of research has studied episodes in which 
countries achieved substantial increases in tax revenue. Less 
attention, however, has been paid to the historical experience of 
revenue mobilisation across a broad set of countries over an 
extended period. This paper contributes an examination of cross-
country non-resource tax revenue (NRTR) mobilisation and explores 
the diverse mechanisms through which revenue gains (or losses) 
have occurred. Rather than focusing on theoretical revenue potential, 
the analysis highlights the historical pace, scale and drivers of 
revenue change, illustrating how similar tax-to-GDP outcomes can 
emerge from very different economic, institutional and political 
processes. 

Tax revenues finance public services, infrastructure and social 
protection while reducing dependence on borrowing and external aid. 
Countries with stronger domestic revenue systems generally possess 
greater fiscal resilience and are better able to respond to economic 
shocks. As declining aid flows and increasing debt pressures place 
greater strain on public finances, strengthening domestic revenue 
mobilisation has become an increasingly important policy objective. 
Domestic revenue mobilisation is critical for developing countries to 
create fiscal space and support debt sustainability (Dordevic et al., 
2025; Gupta, 2007).  

Long-term trends show that, as domestic revenues expanded across 
Europe, spending patterns shifted from covering basic state functions 
(defence, security and administration) to a broader range of 
functions, including increasing levels of social spending (Piketty, 
2020). Studies looking at a broader set of countries also find a 
positive correlation between tax revenues and social spending, 
particularly spending on health, education and social protection 
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(Reeves et al., 2015; Carter and Cobham, 2016; Long and Miller, 
2017). 

Unlike revenues from natural resources, which are often volatile and 
finite, NRTR, comprising income taxes, VAT (value-added tax), 
excises and property taxes, offers a more stable and predictable 
revenue base. Reliance on resource-based revenues has historically 
been a ‘double-edged sword’ for many countries, particularly those 
rich in natural resources. While these revenues can provide 
substantial fiscal income, they are inherently susceptible to 
commodity price fluctuations, resource depletion and geopolitical 
dynamics, often leading to economic instability and fiscal 
unpredictability. Many developing countries are also facing declining 
levels of official development assistance (ODA), increasing pressure 
to strengthen domestic sources of revenue. According to the 
International Monetary Fund (IMF), reductions in natural resource 
revenues and foreign aid have created a growing fiscal squeeze 
across developing countries, with increases in tax revenues only 
partially offsetting these losses (Mansour and Sawadogo, 2026). 

 
Figure 1: Annual natural resource and non-resource revenue by 
country (2022) 

 
Source: UNU-WIDER Government Revenue Dataset, 2025 

Note: Non-resource revenue data for Libya, Malaysia, Mongolia, Oman, Qatar and the 
United Arab Emirates are unavailable for 2022. 

In this context, NRTR has become increasingly important as a source 
of sustainable government financing, underpinned by the broader 
economic activities of a country rather than dependence on volatile 
external factors. Figure 1 highlights countries with natural resource 
revenues of more than 5% of GDP. Compared to average NRTR-to-
GDP ratios globally, many of these countries have relatively low non-
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resource revenue performance. While this may be a policy choice, 
considering the high levels of resource revenue collected, many have 
taken steps to diversify the tax base to build fiscal resilience. 

Increasing NRTR is not a quick fix. It requires long-term sustained 
and context-specific reform. This paper therefore focuses on the 
trends and factors surrounding efforts to expand NRTR, rather than 
natural resource taxation.   

1.2 Methodology and data 
This paper draws primarily on the United Nations University World 
Institute for Development Economics Research (UNU-WIDER) 
Government Revenue Dataset, Version 2025, which provides 
internationally comparable data on government revenues 
disaggregated by tax type and revenue source. 

The analysis covers 139 countries over the period 2010–2022, 
subject to data availability. Countries with insufficient time-series 
observations or major data breaks were excluded from trend analysis 
to preserve comparability across countries, regions and income 
groups. The final sample includes countries across all income levels 
and regions, enabling a broad assessment of global and regional 
patterns in non-resource tax revenue performance. 

To provide a longer-run benchmark for the scale and pace of revenue 
mobilisation, the analysis also examines changes in NRTR over 
rolling five- and ten-year periods from 1990 onwards. The starting 
year reflects substantially broader country coverage in the 
Government Revenue Dataset (GRD) from this point, with 127 
countries reporting NRTR in 1990, increasing to 161 in 1995 and 172 
in 2000. For each country, changes are calculated where valid NRTR 
observations are available at both endpoints of the relevant window. 
The resulting panel is therefore unbalanced. The exercise is 
descriptive: overlapping windows are not treated as statistically 
independent observations but are used to characterise the historical 
distribution of realised revenue changes. As a robustness check, the 
analysis is also repeated using non-overlapping five- and ten-year 
periods. 

Persistence is assessed for 5-year periods in which NRTR increased 
by at least 1, 2, 3 or 5 percentage points of GDP. For each episode, 
the NRTR level 5 years after the end of the mobilisation period is 
compared with the level at the beginning of that period. The retained 
share is calculated as the difference between the follow-up and 
starting NRTR levels divided by the original 5-year increase. The 
threshold groups are cumulative: an episode meeting the ≥5 
percentage-point threshold is also included in the ≥3, ≥2 and ≥1 
percentage-point groups. 
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1.3 Definition of non-resource tax revenue (NRTR) 
NRTR is defined as total tax revenue excluding revenues from 
natural resource extraction (such as oil, gas and mineral rents) and 
excluding social security contributions. NRTR includes taxes on: 

• income, profits and capital gains (personal and corporate) 

• goods and services (including value-added taxes and excises) 

• international trade 

• property and other non-resource taxes. 

In this paper, the distinction between resource and non-resource 
revenues follows the classification used in the UNU-WIDER 
Government Revenue Dataset. The available data does not permit 
the systematic identification of all tax instruments associated with 
natural resource sectors across countries. Consequently, some taxes 
generated by economic activities linked to resource extraction (for 
example, corporate income taxes, withholding taxes, VAT or customs 
duties) may remain within NRTR where they are not separately 
identified as resource revenues in the underlying data.  

The analysis therefore adopts the dataset’s classification rather than 
attempting to construct an alternative definition of resource and non-
resource revenues. Results for resource-rich countries should be 
interpreted with this limitation in mind. 

The NRTR is used to isolate revenue sources that are more directly 
linked to domestic economic activity, tax administration capacity, and 
the fiscal relationship between the state and citizens. Resource-
based revenues are excluded due to their volatility, exhaustibility and 
sensitivity to global commodity price fluctuations, which can obscure 
underlying trends in tax system performance. 

1.4 Analytical approach 
The analysis in this paper is largely descriptive and comparative in 
nature. It examines: 

• levels and trends in NRTR-to-GDP ratios over time 

• differences in performance across regions and income groups 

• country-specific trajectories through selected case studies 

• while non-country specific values are mean changes and 
unweighted. 

The paper is intended as a descriptive assessment of historical 
experience rather than an evaluation of the causal impact of specific 
reforms. It focuses on identifying broad patterns, outliers and stylised 
facts that are relevant for policy discussions on revenue mobilisation. 
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This approach allows for a nuanced interpretation of revenue 
performance while avoiding strong assumptions about causal 
mechanisms that cannot be robustly identified with available data. 

1.5 Country groupings and comparisons 
Countries are grouped using standard World Bank income 
classifications1 (low-income, lower middle-income, upper middle-
income and high-income countries) and geographic regions. These 
groupings are used to assess differences in average NRTR levels, 
growth rates and revenue composition. 

Table 1: Summary of country sample 

Region/income group No. of 
countries in 
the sample   

Sample as a 
percentage of 
total 

Countries by region 
East Asia & Pacific 22 71% 
Europe & Central Asia 44 86% 
Latin America & Caribbean 21 60% 
Middle East & North Africa 9 43% 
North America 2 100% 
South Asia 6 75% 
Sub-Saharan Africa 35 71% 
Country income groups 
High income 50 76% 
Low income 13 54% 
Lower middle income 38 73% 
Upper middle income 38 70% 
Total countries in the sample 139 70% 

Source: Authors’ calculations 

Comparisons across groups are based on unweighted averages, 
unless otherwise stated. This avoids disproportionate influence by 
large economies and allows the analysis to reflect the typical 
experience within each group. Year-to-year changes are reported in 
percentage points of GDP, rather than growth rates, to facilitate 
interpretation and policy relevance. 

1.6 Treatment of Covid-19 period 
The period under review includes the Covid-19 pandemic, which 
introduced a significant and temporary shock to economic activity 
and revenue collection in many countries. To account for this: 

 
1 World Bank income groups, 2025 
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• Trends are interpreted over the full 2010–2022 period, rather 
than focusing solely on short-term fluctuations. 

• Pandemic-related declines in 2020–2021 are discussed 
separately where relevant. 

• Cumulative changes are reported to distinguish structural 
trends from temporary shocks. 

The analysis does not attempt to statistically isolate pandemic effects 
but highlights their implications for revenue volatility and resilience. 

1.7 Case study selection and method 
In addition to cross-country analysis, the paper includes country case 
studies to illustrate how similar revenue outcomes can emerge from 
very different institutional, political and economic contexts. Case 
studies were selected to reflect: 

• different income levels 

• varying degrees of institutional capacity 

• contrasting political and economic conditions 

• relative success in revenue collections. 

The case studies draw on NRTR data from the GRD 2025, 
supplemented by IMF country reports and secondary literature. They 
are used to contextualise quantitative trends, examine reform 
experience and sequencing, and assess the sustainability and 
political economy of revenue gains. 

1.8 Limitations 
Several limitations should be noted. First, cross-country revenue data 
is subject to measurement error and classification differences, 
despite harmonisation efforts. Second, the analysis assesses the 
countries with relatively complete data, which may influence the 
comparability between regions and income groups. Third, the 
analysis cannot fully capture informality, compliance behaviour or tax 
morale, which are critical determinants of revenue performance but 
are difficult to measure consistently across countries. Fourth, the 
descriptive approach does not allow for causal inference regarding 
the impact of specific reforms or policies. 

These limitations underscore the need to interpret NRTR trends 
alongside qualitative evidence and country context, rather than as 
definitive measures of reform success or failure. 

1.9 Tax-to-GDP ratios, tax effort and tax potential 
As stated earlier, tax-to-GDP ratios are widely used as indicators of 
revenue performance because they provide a simple measure of the 
proportion of economic activity captured through taxation. However, 
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differences in tax-to-GDP ratios do not necessarily reflect differences 
in government effort, administrative performance or the quality of tax 
systems. 

A country’s ability to raise revenue is shaped by a range of structural 
factors, including income levels, the size of the formal sector, 
economic composition, urbanisation, trade integration and the 
capacity of public institutions. These factors influence the size of the 
effective tax base and therefore the amount of revenue that can 
realistically be collected. As a result, countries with similar levels of 
tax effort may display very different tax-to-GDP ratios, while countries 
with similar tax-to-GDP ratios may differ substantially in their 
underlying revenue-raising capacity. 

For this reason, the literature often distinguishes between tax-to-GDP 
ratios, tax effort and tax potential (McNabb et al., 2024; Le et al., 
2012). ‘Tax potential’ refers to an estimate of the amount of revenue 
a country could theoretically raise under specified assumptions about 
tax policy, administration, institutions or economic structure. Such 
estimates are typically derived from econometric models and 
counterfactual analysis rather than observed outcomes. While tax 
potential estimates can provide useful insights into long-term revenue 
capacity, they do not necessarily indicate how much revenue can 
realistically be mobilised within a particular timeframe. 

‘Tax effort’ refers to the extent to which a country collects revenue 
relative to what might be expected given its economic structure and 
institutional characteristics (tax potential). Countries with low tax-to-
GDP ratios may nevertheless exhibit relatively high tax effort if tax 
collections are high relative to the structural constraints limiting the 
size of their potential tax base. Conversely, countries with 
comparatively high tax-to-GDP ratios may still collect less revenue 
than expected given their level of development and administrative 
capacity and other factors. 

These distinctions are important for interpreting revenue performance 
and setting revenue targets. However, while tax effort and tax 
potential estimates are sometimes used to inform how much revenue 
a country can collect, such estimates are a weak basis for setting 
expectations of how much tax a country could raise (McNabb et al., 
2024). Tax-to-GDP ratios of similar levels or paths may reflect very 
different levels of tax effort in practice, while estimates of tax potential 
may exceed what has historically been achieved in comparable 
countries and may hide important institutional and political 
bottlenecks. The analysis in this paper therefore focuses on observed 
revenue outcomes and interprets tax-to-GDP ratios alongside 
broader economic, institutional and political factors rather than as 
standalone indicators of reform success or failure. 
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2 Cross-Country Trends: 
Which improved, Which 
Didn’t? 

This chapter examines cross-country trends in non-resource tax 
revenue between 2010 and 2022, focusing on which countries 
achieved sustained improvements, which experienced stagnation or 
decline, and what these patterns reveal about the nature of revenue 
mobilisation. 

2.1 Global distribution of non-resource tax revenue 
In 2022 (the latest comprehensive available data), NRTR-to-GDP 
ratios varied widely across countries, reflecting deep differences in 
economic structure, institutional capacity and political economy. 
NRTR ranged from over 30% of GDP in a small number of high-
income economies to below 5% of GDP in several fragile and natural 
resource-dependent states. 

High-income countries – particularly in Europe and North America – 
clustered at the upper end of the distribution, while low-income and 
fragile states were concentrated at the lower end. However, high 
levels of NRTR do not necessarily indicate recent reform success; in 
many cases, they reflect long-standing institutional arrangements 
rather than recent policy effort.  

Conversely, low NRTR levels in fragile and low-income countries 
may reflect deep-rooted structural constraints and should not, in 
isolation, be interpreted as evidence of limited reform efforts. These 
constraints include significant political, economic and administrative 
barriers that limit the ability to close tax gaps. Reform initiatives are 
frequently hindered by vested interests that benefit from maintaining 
the status quo, while tax administrations face capacity constraints, 
including shortages of skilled personnel and inadequate 
infrastructure, such as weak information technology (IT) systems and 
incomplete property registers. Moreover, structural characteristics, 
such as large agricultural sectors, narrow tax bases and high levels 
of informality, further complicate revenue mobilisation, highlighting 
the need for sustained and effective tax reform (Mascagni et al., 
2014). 
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Figure 2: Country distribution of non-resource revenue by 
income group (2022) 

 
Source: UNU-WIDER Government Revenue Dataset, 2025 
 
We therefore explore trends in the change in tax-to-GDP ratios 
across countries and groups of countries. We find that only 18 of the 
139 countries increased NRTR by more than 5 percentage points of 
GDP between 2010 and 2022. The distribution of changes in tax-to-
GDP over the study period, shown in Figure 3, indicates that the 
median NRTR increase achieved was 0.5–2.9 percentage points.   

Figure 3: Distribution of changes in non-resource tax revenue 
ratios (2010–2022) 

 

Source: Authors’ calculations and UNU-WIDER Government Revenue Dataset, 2025 
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Within this group, between 2010 and 2022, only a small subset (18 
countries) achieved the largest increases in NRTR, as shown in 
Figure 4, defined as ‘exceptional gains’, that is gains exceeding 5 
percentage points of GDP. A further 22 countries also achieved large 
gains of 3–5 percentage points. At the other extreme, 35 countries’ 
NRTR-to-GDP ratio declined over this period, with the rest either 
stable or showing moderate, incremental improvement. 
 
Figure 4: Categories based on the total change in NRTR-to-GDP 
ratios 

 
 
Source: Authors' calculations based on the UNU-WIDER Government Revenue Dataset, 
2025 
 
To assess the sensitivity of the results to the choice of endpoint 
years, changes in NRTR were recalculated using three-year 
averages at the beginning and end of the study period (2010–2012 
and 2020–2022), rather than individual observations for 2010 and 
2022. The identification of the strongest performers is broadly robust 
to this alternative specification. Of the 18 countries initially classified 
as recording exceptional gains of more than 5 percentage points of 
GDP, 13 remain in the exceptional-gains category, while the 
remaining 5 move to the large-gains category. No additional 
countries enter the exceptional-gains category under the alternative 
measure, and none of the original 18 falls below the large-gains 
category. This suggests that while the precise magnitude of gains is 
sensitive to endpoint selection for some countries, the identification of 
countries experiencing substantial increases in NRTR is robust. 
An important caveat is that the 2020–2022 endpoint average 
coincides with the Covid-19 pandemic and the subsequent uneven 
economic recovery. The use of a three-year average therefore 
reduces the influence of any single observation, including the choice 
of 2022 as the endpoint, but does not eliminate pandemic-related 
effects. Countries experienced markedly different changes in 
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GDP ratios through the denominator. The three-year average should 
therefore be interpreted primarily as a means of smoothing short-
term annual volatility rather than as a fully normalised post-pandemic 
endpoint. 
 
The alternative specification has a larger effect on the middle of the 
distribution. The number of countries classified as recording 
moderate gains falls from 39 to 21, while the number classified as 
broadly stable rises from 25 to 47. By contrast, the number of 
countries experiencing declining NRTR is almost unchanged. This 
suggests that classifications of relatively modest changes are more 
sensitive to short-term variation in individual endpoint years than the 
identification of large gains or declines. 
 
The shift towards the stable category may also partly reflect the 
averaging of the heterogeneous shocks and recoveries experienced 
during 2020–2022. Nevertheless, the relative stability of 
classifications at the upper and lower ends of the distribution 
provides some reassurance that the main findings on large increases 
and declines are not driven solely by the choice of individual endpoint 
years. 
 
2.2 Historical frequency of revenue mobilisation 
Extending the analysis beyond the 2010–2022 period provides a 
historical benchmark for assessing the magnitude and pace of 
revenue mobilisation. Across 4,392 valid rolling 5-year country-
windows from 1990 onwards, 20.7% recorded increases in NRTR of 
at least 2 percentage points of GDP, 10.8% recorded increases of at 
least 3 percentage points, and only 3.5% recorded increases of at 
least 5 percentage points. Large increases were more common over 
longer horizons, but remained relatively unusual. Across 3,508 valid 
10-year country-windows, 33.4% recorded gains of at least 2 
percentage points, 21.4% gains of at least 3 percentage points, and 
7.6% gains of at least 5 percentage points. 

The distribution of changes provides a complementary perspective. 
The median increase in NRTR was approximately 0.4 percentage 
points of GDP over 5 years and 0.9 percentage points over 10 years. 
Over 5-year periods, the 75th and 90th percentiles were 
approximately 1.7 and 3.1 percentage points respectively; over 10-
year periods, they were approximately 2.7 and 4.5 percentage points. 
Thus, an increase of around 3 percentage points over 5 years lies 
close to the upper decile of historical experience, while an increase of 
5 percentage points over 10 years exceeds the 90th percentile. 

These results underline the importance of considering both the 
magnitude and the time horizon of revenue targets. They do not 
imply that large increases are infeasible in particular countries: 
historical outcomes reflect widely varying starting conditions, 
economic circumstances and reform opportunities. Rather, they 
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provide an empirical benchmark against which the ambition of 
proposed revenue targets can be assessed. Targets substantially 
above the historical distribution may still be appropriate in particular 
circumstances but would require correspondingly strong country-
specific justification. 
 
Figure 5: Historical frequency of NRTR increases over five- and 
ten-year periods (1990–2022) 

 
Source: Authors' calculations based on the UNU-WIDER Government Revenue Dataset, 
2025 
 
Note: Results use all valid country-periods with NRTR observations available at both 
endpoints. Five- and ten-year rolling windows overlap and should not be interpreted as 
statistically independent observations. 
 
2.3 Persistence of large revenue gains 
To examine persistence, we identify 5-year periods between 1990 
and 2017 in which NRTR increased by at least 5 percentage points of 
GDP and measure the proportion of the initial gain remaining 5 years 
after the end of the mobilisation period. Of 135 qualifying episodes 
with sufficient potential follow-up time, 129 have valid NRTR 
observations 5 years later. 

The results indicate that the gains were persistent. Five (5) years 
after the end of the initial mobilisation period, 73.6% of observable 
episodes retained at least half of the original gain and 62.8% retained 
at least three-quarters. In 39.5% of episodes, the full initial gain was 
retained or NRTR increased further. Only 7.0% had returned to or 
below the NRTR level observed at the beginning of the original 5-
year period. 
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Table 2: Five-year persistence of NRTR gains, mobilisation 
windows (1990–1995 to 2012–2017) 

  

Five years 
after a 

≥5pp gain 

Five years 
after a 

≥3pp gain 

Five years 
after a 

≥2pp gain 

Five years 
after a ≥1pp 

gain 
Observable 
episodes 129 100% 399 100% 735 100% 1,329 100% 
Retained ≥50% 95 74% 302 76% 555 76% 998 75% 
Retained ≥75% 81 63% 257 64% 488 66% 892 67% 
Retained ≥100% 51 40% 182 46% 375 51% 735 55% 
Retained none of 
the gain / fell 
below starting 
level 9 7% 39 10% 77 10% 167 13% 

Source: Authors’ calculations based on the UNU-WIDER Government Revenue Dataset, 
2025 

Note: The analysis covers five-year mobilisation windows from 1990–1995 through 2012–
2017 in which NRTR increased by at least 1, 2, 3 or 5 percentage points of GDP. 
Persistence is assessed 5 years after the end of each mobilisation window. Accordingly, 
follow-up observations range from 2000 for the 1990–1995 window to 2022 for the 2012–
2017 window. Mobilisation windows ending after 2017 are excluded because 5-year follow-
up observations are not available. Episodes without a valid follow-up observation are 
excluded from the persistence calculation. Results using non-overlapping mobilisation 
windows are also reported as a robustness check. 

Taken together with the historical-frequency analysis, these results 
point to an important distinction between achieving and maintaining 
large revenue gains. An increase of at least 5 percentage points 
occurred in only 3.5% of observed 5-year country-periods, 
suggesting that gains of this magnitude are historically exceptional. 
Conditional on their occurrence, however, substantial reversal is not 
the typical outcome. The principal historical constraint therefore 
appears to be achieving gains of this magnitude rather than their 
inevitable subsequent erosion. 

The result is not sensitive to the choice of threshold. Among 5-year 
periods with initial NRTR gains of at least 3 percentage points, 75.7% 
retained at least half of the gain 5 years later and 64.4% retained at 
least three-quarters, while 9.8% had returned to or below their initial 
NRTR level. 
 
As shown in Table 2, persistency improves slightly as the level of 
gain is reduced to 2 percentage points or 1 percentage point. This 
supports the finding that the principal historical constraint therefore 
appears to be achieving gains in the first place, rather than 
preventing their subsequent erosion. 
 
 
2.4 Countries with high increases in NRTR 
Within the group of exceptional performers (see Figure 6), Maldives 
recorded the largest increase, with NRTR rising by 11.7 percentage 
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points, followed by Greece at 7.7 percentage points. Others included 
Tunisia, Nepal, Cambodia and Burkina Faso, among others. 
 
Figure 6: Top performers over the decade 

 
Source: UNU-WIDER Government Revenue Dataset, 2025 
 
While the largest improvements in non-resource tax revenue 
performance occurred in a diverse group of countries, several 
common drivers emerge from the country-level evidence. To 
organise the discussion, these are grouped into three broad, non-
mutually exclusive categories: (i) major tax policy reforms, (ii) tax 
administration and compliance improvement, and (iii) macroeconomic 
and sector-specific dynamics (summarised in Table 3).  
 
These categories should not be interpreted as mutually exclusive 
causal explanations. Rather, they provide an organising framework 
for distinguishing the proximate mechanisms through which NRTR-
to-GDP ratios can change. In practice, several mechanisms 
frequently operated simultaneously, and individual countries may 
therefore appear under more than one category. These mechanisms 
were also shaped by broader country contexts, including post-conflict 
reconstruction, political transitions, fiscal pressures and externally 
supported reform programmes, which are treated as contextual 
conditions rather than separate proximate drivers. 
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Driver of 
improvement 

Example countries  Main mechanism  

and broadening of tax 
bases. 

Tax administration 
and compliance 
improvements  

Greece, Lithuania, 
Korea 

Digitalisation, 
strengthened tax 
administration and 
compliance 
improvements. 

Macroeconomic and 
sector-specific 
dynamics  

Cambodia, Nepal, 
Burkina Faso 
Maldives, Tonga 

Strong growth in taxable 
economic activity, 
including post-conflict 
settings and sector 
development, e.g. 
tourism.  

Note: Drivers are illustrative, representing a characterisation of the circumstances 
surrounding the observed country trends.  
 
2.4.1 Exploiting low-hanging fruit: revenue gains from major tax 

policy reforms 
The first group consists of countries in which significant tax policy 
reforms, particularly consumption tax (such as value-added tax) 
reforms, played a central role in improving revenue performance. 
Saudi Arabia provides one of the clearest examples. As part of its 
Vision 2030 fiscal diversification strategy, the country introduced VAT 
in 2018 and subsequently increased the rate from 5% to 15% in 
2020; it also introduced an excise tax in 2017 on tobacco products at 
100%, soft drinks at 50% and energy drinks at 100%. All these 
contributed significantly to growth in non-oil tax revenues (PwC, 
2026).  

Similarly, the Bahamas recorded substantial gains following the 
introduction of VAT in 2015 (Central Revenue Agency, 2014), while 
Japan’s revenue gains were supported by a series of consumption 
tax reforms (Saito, 2026). Historically, Japan’s consumption tax rate 
was low by Organisation for Economic Co-operation and 
Development (OECD) standards, beginning at 3% and remaining well 
below the rates commonly observed in other advanced economies. 
The rate was increased from 3% to 5% in 1997, to 8% in 2014, and 
to 10% in 2019. Despite these increases, Japan’s standard 
consumption tax rate remains significantly below the OECD average 
VAT (or goods and services tax equivalent) standard rate of 19.3%, 
as of 31 December 2024 (OECD, 2024a). The 2019 reform also 
introduced a reduced 8% rate for selected essential goods, including 
most food and beverage purchases and newspaper subscriptions, to 
protect low-income earners during the tax rises. These reforms 
contributed to strengthening indirect tax revenues and improving 
overall revenue performance.  

Spain’s revenue gains were supported by indirect tax reforms 
introduced as part of broader fiscal consolidation efforts following the 
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European sovereign debt crisis. These measures included increasing 
the standard VAT rate from 18% to 21% and the reduced rate from 
8% to 10%, while also reclassifying several goods and services into 
higher VAT brackets and increasing other indirect taxes (IMF, 2012). 

Taken together, these cases suggest that major tax policy reforms 
can generate substantial revenue gains when countries are able to 
exploit relatively untapped tax bases or raise rates from unusually 
low levels. The introduction of VAT in Saudi Arabia and the 
Bahamas, as well as the gradual increases in Japan’s consumption 
tax rate and Spain’s VAT reforms, represent examples of such ‘low-
hanging fruit’ in revenue mobilisation. The scope for further gains 
from this approach, however, is inherently limited. Once broad-based 
consumption taxes have been implemented and rates have 
converged towards regional or international norms, additional 
revenue increases through rate adjustments become increasingly 
difficult, both economically and politically. At that stage, sustained 
improvements in revenue performance are more likely to depend on 
more complex processes of strengthening tax administration, 
improving compliance, broadening existing tax bases, reducing 
exemptions and supporting economic growth rather than relying on 
major tax policy changes alone. 

2.4.2 Tax administration modernisation and compliance 
improvements  

A second group achieved improvements through tax administration 
modernisation and stronger compliance management. Greece is a 
notable example. According to IMF analysis, reforms included the 
establishment of an independent revenue authority, restructuring of 
local tax offices, expansion of electronic filing systems and increased 
use of digital compliance tools (Okello et al., 2026). These reforms 
contributed to significant improvements in VAT compliance and 
revenue collection with 96% of registered taxpayers filing their VAT 
returns on time by 2014, up from 65% in 2010. However, Greece 
differs from other cases in this category because part of the increase 
in its tax-to-GDP ratio also reflected the severe economic contraction 
associated with the sovereign debt crisis. Improvements in tax 
administration and compliance appear to have helped sustain 
revenue collection despite exceptionally adverse economic 
conditions. Greece’s experience is discussed further in the case 
study. 

Patterns of improved compliance measures can also be observed in 
Lithuania, which introduced its Intelligent Tax Administration System 
(i.MAS) in 2016. Its tax system relies relatively more on VAT and 
excise duties and, despite recent improvements, continues to collect 
a lower share of tax revenue relative to GDP than the European 
Union (EU) average (IMF, 2025). The reform digitalised taxpayer 
reporting and audit processes, allowing the tax authority to adopt a 
more data-driven approach to compliance management (OECD, 
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2024b). A key component of the system was the Smart Electronic 
Cash Register Subsystem (i.EKA), which enabled the remote 
registration of cash registers and real-time transmission of 
transaction data directly to the tax authority. By facilitating automated 
cross-checking of taxpayer declarations, and strengthening risk-
based audits, the system supported improved VAT compliance. 
Lithuania’s VAT gap fell by 2.9 percentage points between 2022 and 
2023, although it remained relatively high at 15.1% in 2023 (Enache, 
2026). 

Similar patterns can be observed in the Republic of Korea, where 
investments in digital tax administration and compliance monitoring 
helped strengthen revenue performance (Kim, 2023). As part of a 
broader transition towards smart government, Korea’s tax 
administration modernisation was enhanced through the introduction 
of the Neo Tax Integrated System (NTIS), which integrated multiple 
tax information systems into a single digital platform. Combined with 
the expansion of the HomeTax service, these reforms enabled 
taxpayers to file returns, access tax information, submit documents 
electronically and manage their tax affairs online. One notable 
innovation was the year-end tax settlement service, which 
significantly reduced taxpayer compliance costs, generating 
estimated annual savings of South Korean won (KRW) 210 billion 
(approximately $186 million) by 2015 (Kim, 2023). Public uptake of 
the service increased substantially, from 4.74 million users in 2006 to 
nearly 20 million in 2021 and approximately 22 million in 2022. By 
reducing compliance costs, enhancing taxpayer services, improving 
administrative efficiency and strengthening compliance monitoring, 
these digital reforms contributed to a more effective and responsive 
tax administration system and supported revenue mobilisation. 

2.4.3 Macroeconomic and sector-specific dynamics  
A third group illustrates how macroeconomic and sector-specific 
dynamics can interact with tax policy and administration reforms to 
strengthen NRTR performance. In these countries, economic 
expansion, increasing formalisation, sectoral recovery or changes in 
the composition of economic activity expanded the effective tax base, 
while policy and administrative reforms influenced the extent to which 
this activity translated into higher revenues. 

Cambodia illustrates the interaction between economic growth and 
administrative reform (World Bank, 2017). Under its Revenue 
Mobilisation Strategy, the government strengthened tax 
administration, improved compliance enforcement, enhanced 
taxpayer services and intensified anti-smuggling efforts. Together 
with rapid economic growth, these reforms broadened the tax base 
and contributed to higher revenue collection.  

Nepal provides another example, where sustained economic growth 
(World Bank, 2026a) expanded middle-class consumption, imports 
and domestic retail activity, boosting indirect tax collections and 
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strengthening revenue performance. These economic dynamics 
operated alongside changes in tax policy and administration, 
illustrating the difficulty of attributing improvements in the NRTR-to-
GDP ratio to a single mechanism. Similarly, Burkina Faso improved 
revenue mobilisation through a comprehensive reform agenda 
focused on digitalising tax and customs administration, strengthening 
compliance and broadening the tax base (IMF, 2026).  

Sector-specific dynamics were particularly important in tourism-
dependent economies. 

In Maldives, significant changes to the tax system during the study 
period included establishing a dedicated Tax Policy Unit, introducing 
a personal income tax, removing tax incentives under the Foreign 
Investment Act and adopting international minimum standards for 
corporate income taxation (IMF, 2022a). Maldives recorded the 
largest increase in the sample, supported by the recovery of its 
tourism sector and successive goods and services tax (GST) 
reforms. The government increased both the tourism goods and 
services tax (TGST) and the standard GST rate, strengthening 
consumption-based taxation as international tourist arrivals 
rebounded following the Covid-19 pandemic (MIRA, n.d.). Given the 
importance of tourism-related indirect taxes to the Maldivian tax 
system, these reforms helped translate the recovery in tourism and 
broader economic activity into stronger revenue performance. The 
World Bank (2023c) similarly identifies the recovery of tourism and 
associated tax revenues as an important contributor to fiscal 
recovery.  

Subsequent increases in the GST took effect in 2023, after the end of 
the period analysed in this paper. The rate increases generated tax 
revenue gains equivalent to around 3.2% of GDP (IMF, 2024a). 
Similar dynamics can be observed in Tonga and other tourism-
dependent economies, where economic recovery has translated 
rapidly into higher tax collections (Ministry of Trade and Economic 
Development, 2024).  

Taken together, these cases illustrate that macroeconomic and 
sector-specific conditions can materially influence measured revenue 
performance, but rarely operate independently of tax policy and 
administration. Economic expansion, formalisation and sectoral 
recovery can enlarge the effective tax base, while a well-designed tax 
system determines how effectively governments can leverage 
periods of strong economic growth and sectoral expansion to 
increase revenues. Conversely, increases associated with recovery 
from a temporary contraction should be distinguished from structural 
improvements in underlying revenue-raising capacity. This reinforces 
the importance of examining the mechanisms underlying changes in 
tax-to-GDP ratios rather than interpreting movements in the headline 
ratio alone.  
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2.5 Countries experiencing stagnation or decline 
At the other end of the spectrum, several countries experienced 
stagnant or declining NRTR performance over the study period. 
These declines were observed across countries at different income 
levels and were often driven by macroeconomic shocks, structural 
changes, policy reversals and institutional weaknesses.  

As shown in Figure 7, falling NRTR-to-GDP ratios were more 
frequently associated with declines in indirect taxes than direct taxes, 
highlighting the importance of strengthening broad-based tax 
systems. Evidence from TaxDev’s Employment Income Taxes 
Dataset (EITD) further suggests that direct taxes remain underutilised 
in many developing economies (McNabb and Granger, 2022). 

Figure 7: Countries with decline in NRTR (2010–2022) 

 
Source: Authors’ calculations and UNU-WIDER Government Revenue Dataset, 2025 

Unlike the strongest performers, weaker-performing countries do not 
share a single common characteristic; rather, their experiences 
reflect a combination of indirect tax weaknesses, resource 
dependence, sector-specific shocks and statistical effects 
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Table 4: Summary drivers of decline 

Driver of decline Example countries  Main mechanism  
Weak indirect tax 
performance 

Malta, Sri Lanka VAT and consumption 
tax weakness. 

Broad-based tax 
declines 

Botswana, Gabon  Narrow tax bases and 
structural constraints. 

Sector-specific 
shocks 

Macau SAR, China Tourism and gaming 
sector disruptions. 

Statistical effects Various GDP rebasing and 
denominator effects. 

Note: Drivers are illustrative, representing a characterisation of the circumstances 
surrounding the observed country trends. 

 

2.5.1 Indirect tax performance: the role of policy choices and 
structural change 

Government policy choices play a central role in shaping the 
performance of indirect taxes, although structural changes in the 
economy can also affect the relationship between economic growth 
and tax revenues. Decisions regarding tax rates, exemptions, 
thresholds, incentives and enforcement arrangements directly 
influence the size of the tax base and the efficiency of revenue 
collection. While such measures are often introduced to support 
economic activity, encourage investment or provide relief to specific 
sectors, they can also reduce tax revenues when there are significant 
behavioural responses, particularly when they significantly narrow the 
scope of taxable consumption.  

Malta illustrates this pattern, with tax collections on goods and 
services falling from around 14% of GDP to 10% of GDP over the 
period. A key factor was the growing importance of export-oriented 
service sectors, such as online gaming, financial services and digital 
technologies, which contributed to GDP growth but generated 
relatively limited domestic consumption tax revenues. As a result, 
economic growth did not translate into a proportional increase in 
indirect tax collections, contributing to a decline in taxes on goods 
and services as a share of GDP (European Commission, 2023a), 
suggesting that tax policy failed to capture returns from emerging 
economic activity. At the same time, Malta’s reliance on corporate 
taxation and the use of extensive tax refunds and exemptions may 
have further undermined revenue collections (Brennan Hernández, 
2026). As a result, tax revenues grew more slowly than overall 
economic activity, contributing to a decline in the non-resource tax-to-
GDP ratio.  

Sri Lanka provides another example, in which significant and ad hoc 
tax policy changes reduced tax collections. In 2019, the government 
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lowered the standard VAT rate from 15% to 8%, removed the Nation 
Building Tax, expanded VAT exemptions for tourism-related services, 
and substantially increased the VAT registration threshold. These 
measures failed to stimulate sufficient additional spending to cover 
the loss of revenue, thereby narrowing the consumption tax base and 
reducing tax revenues at a time of growing fiscal pressures. The 
revenue decline was compounded by weak tax administration, 
frequent changes to tax rates and thresholds, extensive tax 
exemptions and incentives, and a large informal economy that 
constrained compliance and revenue collection. Limited 
administrative capacity, complex tax laws and fragmented 
institutional arrangements further weakened tax enforcement and 
accountability, undermining overall revenue performance (Perera, 
2024).  

Together, these cases illustrate how both structural economic 
changes and policy decisions can contribute to weaker non-resource 
tax revenue performance. The experiences of Sri Lanka, and to some 
extent Malta’s use of tax refunds and exemptions, also highlight the 
importance of carefully managing tax incentives. While tax 
exemptions and incentives can play a useful role in supporting the 
development of emerging sectors, attracting investment or assisting 
firms during periods of economic adjustment, their effectiveness is 
often greatest when they are carefully targeted, appropriately 
designed and subject to regular review (IMF et al., 2015). Prolonged 
or open-ended exemptions can erode the tax base, reduce revenue 
mobilisation and create distortions in the allocation of resources 
across sectors (United Nations, 2018; IMF et al., 2015). Tax 
incentives should therefore be subject to clear time limits or sunset 
provisions and regular evaluation to assess whether they have 
achieved their intended objectives, including investment and 
employment targets and broader economic benefits (United Nations, 
2018; IMF, 2024b). Periodic reviews can help determine whether 
continued support remains justified or whether incentives that no 
longer deliver sufficient benefits should be modified or withdrawn 
(United Nations, 2018; IMF et al., 2015). Such an approach can 
improve the balance between promoting economic development and 
safeguarding sustainable tax revenues. 

2.5.2 Broad-based declines across tax categories and the 
influence of resource dependence  

A second group experienced declines across both direct and indirect 
taxes. Resource-dependent economies such as Gabon illustrate how 
reliance on natural resources can indirectly affect non-resource tax 
revenue performance. Although resource revenues are excluded 
from this analysis, Gabon’s experience demonstrates the broader 
economic spillovers associated with commodity dependence. 
Following the collapse in global oil prices beginning in 2014, 
economic activity slowed and fiscal pressures intensified. IMF 
analysis (IMF, 2019a) notes that the large oil shock, combined with 
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strong intersectoral linkages between the oil and non-oil economies, 
contributed to a significant decline in the non-oil revenue ratio. At the 
same time, Gabon relied heavily on tax exemptions and preferential 
tax regimes, including incentives granted through special economic 
zones (SEZs), to attract investment and support economic 
diversification. Rapidly growing economic activities and export 
expansion therefore generated limited domestic tax revenues, 
highlighting the trade-offs between investment promotion and 
domestic revenue mobilisation. The fiscal costs of these policies 
became increasingly evident over time, prompting the government in 
2024 to suspend the granting of new tax exemptions after reporting 
substantial revenue losses associated with tax incentives. Together, 
these factors contributed to weaker performance across both direct 
and indirect taxes. 

2.5.3 Sector-specific shocks and concentrated tax bases 
A third group reflects the impact of sector-specific shocks on highly 
concentrated tax bases. Macau SAR [special administrative region], 
China, provides a clear example. The economy’s heavy dependence 
on tourism and gaming-related activities made it particularly 
vulnerable to the disruptions caused by the Covid-19 pandemic 
(McCartney, 2021). As international travel collapsed, gaming 
revenues – responsible for the vast majority of government tax 
receipts – fell sharply, leading to a substantial decline in indirect tax 
collections. This experience highlights how economies that rely 
heavily on a narrow range of sectors may face significant volatility in 
non-resource tax revenues when those sectors are affected by 
external shocks. 

2.5.4 Statistical and denominator effects 
Finally, some apparent declines in NRTR performance may reflect 
denominator effects rather than deteriorating tax effort. GDP rebasing 
exercises can reduce tax-to-GDP ratios even when nominal tax 
collections continue to increase. Ghana provides a notable example: 
the 2017 GDP rebasing increased measured GDP by approximately 
25%, causing the revenue-to-GDP ratio to decline from 16.6% to 
about 13% (Ghana Revenue Authority, 2019).  

Similarly, Uganda’s 2014 GDP rebasing increased the measured size 
of the economy by 17% through the adoption of improved 
methodologies and broader economic coverage. As a result, several 
macroeconomic indicators expressed relative to GDP were revised 
downward. The debt-to-GDP ratio fell by almost 4 percentage points, 
while the tax-to-GDP ratio declined by about 1 percentage point, 
reflecting the mechanical effect of a larger GDP denominator rather 
than changes in the underlying levels of debt or tax revenue (IMF, 
2017d).  

In Kenya, GDP rebasing in 2014 increased measured GDP by 25.3% 
(UNECA, 2014), leading to a decline in the tax revenue-to-GDP ratio 
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from approximately 23% to 19% (Mistiaen et al., 2014). Likewise, 
Nepal’s 2021 rebasing of the national accounts, which changed the 
base year from 2000/01 to 2010/11, increased nominal GDP by more 
than 14%.  

These examples demonstrate that movements in tax-to-GDP ratios 
do not always reflect changes in tax effort. Cross-country 
comparisons and trend analysis should therefore be interpreted with 
caution, particularly when significant statistical revisions have 
occurred. 

2.6 Regional and income group patterns  
When aggregated by region and income group, NRTR trends reveal 
persistent structural divides, as follows: 

• Low-income economies recorded the highest average year-
on-year NRTR change, starting from a lower base. 

• This is followed by lower middle-income economies achieving 
relatively modest gains, but slightly higher than those of upper 
middle- and high-income countries. 

 

Figure 8: NRTR change by income group (2010–2022) 

Source: Authors’ calculations and UNU-WIDER Government Revenue Dataset, 2025 

 

Trends by region reveal that sub-Saharan Africa, East Asia and the 
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Figure 9: NRTR change by region (2010–2022) 

Source: Authors’ calculations and UNU-WIDER Government Revenue Dataset, 2025 

The relatively strong average performance of low-income countries 
(Figure 8) alongside weaker average performance in sub-Saharan 
Africa is not necessarily contradictory, since income and regional 
classifications capture different country groupings. The low-income 
average may reflect relatively strong gains among a subset of low-
income countries, while the sub-Saharan African regional average 
also includes lower middle- and upper middle-income economies with 
different revenue trajectories. 

2.7 What the cross-country evidence tells us 
Taken together, the cross-country evidence points to four stylised 
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1 Improvements in NRTR are rare and usually gradual. 
2 Large revenue gains are typically associated with an exceptional 

combination of economic, political and institutional factors rather 
than just routine reform. These conditions may include post-
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expansion, crisis-driven adjustment or significant improvements in 
tax administration.  

3 Revenue increases were most commonly driven by indirect taxes, 
particularly VAT and excises, raising important questions about 
equity and the distribution of the tax burden. 

4 Similar, improvements in tax-to-GDP ratios can arise from very 
different combinations of factors, including economic recovery, tax 
policy changes, administrative reforms, compliance improvements 
and denominator effects (e.g. Nepal, Greece). 

Taken together, these findings suggest that headline tax-to-GDP 
ratios as an important measure of revenue performance provide only 
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economic growth, post-conflict recovery, tax policy reforms, 
administrative improvements, crisis-driven adjustment or sector-
specific developments. Understanding these underlying mechanisms 
is critical for interpreting revenue performance, assessing reform 
progress and setting realistic revenue targets. 

2.8 Global average and the Covid-19 impact 
Overall, the global average non-resource tax-to-GDP ratio increased 
from 16% of GDP in 2010 to 17.4% of GDP in 2022. Figure 10 shows 
the path of global NRTR over this period, which peaked in 2018 at 
17.8% and dropped in 2020 and 2021, to an average NRTR of 17.3% 
and 17.2% respectively. There was a modest recovery to 17.4% 
visible in 2022, the latest available year in the dataset.  

 

Figure 10: Global average NRTR (2010–2022) 

Source: Authors’ calculations and UNU-WIDER Government Revenue Dataset, 2025 
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3 Case Study: Nepal  

Summary: Nepal recorded a rapid increase in non-resource tax 
revenue from a low base, rising from around 11.7% of GDP in 2010 
to 17.4% in 2022, supported by post-conflict recovery, remittance-
financed consumption, strong import growth, and improvements in 
tax and customs administration. However, the gains were heavily 
reliant on VAT, excises and import-related taxes, making revenue 
performance vulnerable to shocks in trade, remittances and 
consumption. The sharp fall in revenue in 2022 illustrates that 
headline tax-to-GDP gains can overstate underlying progress when 
they depend on narrow or cyclical tax bases. Nepal therefore shows 
both how large revenue gains can be achieved under favourable 
conditions and why deeper domestic tax-base broadening is needed 
for resilience and sustainability. 

3.1 Context 
Nepal is a low-income, landlocked country that emerged from a 
decade-long civil conflict in 2006 and has since undergone major 
political and institutional transitions, including the adoption of a 
federal constitution in 2015 (World Bank, 2021a). The post-conflict 
period has been characterised by political and institutional transition 
and administrative challenges associated with the implementation of 
federalism (ibid.). At the same time, Nepal experienced economic 
growth supported by remittance-financed private consumption, which 
contributed to rising imports (IMF, 2017c). Given Nepal’s heavy 
reliance on import and consumption taxes (World Bank, 2021b), 
these economic conditions also supported revenue mobilisation. 
Nepal represents a case of rapid non-resource tax revenue growth 
from a very low starting point, followed by some level of volatility. Its 
experience illustrates how large increases in tax-to-GDP ratios can 
be achieved under favourable structural and macroeconomic 
conditions, but also how such gains may prove fragile when driven by 
narrow bases and cyclical factors rather than deep, broad-based 
improvements in tax capacity. 

3.2 Revenue performance and trends 
At the beginning of the period under review, Nepal’s non-resource tax 
revenue was low by international standards, reflecting a narrow 
formal sector, high informality and limited administrative reach. From 
2010 onward, however, NRTR increased sharply, rising from around 
11.7% of GDP to 17.4% of GDP in 2022. This placed Nepal among 
the strongest apparent performers in the cross-country sample and 
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well above the median for low-income and lower middle-income 
countries.  

Several mutually reinforcing factors contributed to this rapid increase. 
First, Nepal experienced a period of post-conflict political 
normalisation, which created an opening for improvements in 
revenue mobilisation, despite continuing political uncertainty (van den 
Boogaard et al., 2018). Second, the economy became increasingly 
import dependent, with rising consumption and imports supported by 
substantial growth in remittance inflows. This structure favoured 
revenue mobilisation through import-related taxation, particularly 
VAT, excise taxes and customs duties (Akitoby et al., 2020). Third, 
administrative reforms in customs and the Inland Revenue 
Department (IRD) strengthened enforcement and revenue collection. 
Improvements in VAT performance were also associated with 
enhanced tax administration capacity (ibid.). 

Figure 11: Nepal NRTR performance trends (2010–2022) 

Source: UNU-WIDER Government Revenue Dataset, 2025 
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However, revenue gains have not been linear. Despite improvements 
in tax administration capacity, revenue performance remained 
vulnerable to large fluctuations in inward remittances and 
international trade, reflecting Nepal’s dependence on import-based 
taxation. Following a slowdown in imports, which declined by 30.9% 
during the first six months of 2022 (IMF, 2023), the NRTR ratio fell 
from 22.6% of GDP in 2021 to 17.4% in 2022. This sharp decline 
highlights the continued vulnerability of Nepal's revenue base to 
external and macroeconomic shocks, even as tax administration 
reforms strengthened domestic revenue mobilisation capacity. 

3.3 Composition of revenue: strengths and 
vulnerabilities 

The composition of revenue growth underscores the narrowness of 
the underlying base. The bulk of additional revenue came from 
indirect taxes, with VAT and trade-related taxes accounting for most 
of the increase. By contrast, direct taxes – particularly personal 
income tax – remained a relatively small share of total revenue, 
constrained by informality, limited wage employment and weak 
taxpayer registration outside the largest firms. As a result, while 
aggregate revenue ratios rose rapidly, the structure of taxation 
changed little in ways that would support long-term sustainability or 
equity. 

Indirect taxes accounted for approximately 72% of total tax revenue 
in 2022. Direct taxes – primarily personal and corporate income taxes 
and property-related taxes – made up the remaining 28%. 
Meanwhile: 

• VAT almost doubled from 4% of GDP in 2010 to over 7% in 
2021, reflecting improved compliance, base expansion and 
increased consumption. However, it declined to 5% of GDP in 
2022, which highlights the vulnerability of Nepal’s VAT to 
economic shocks.  

• Taxes on international trade rose from 2.6% of GDP to 4.7%, 
benefiting from strong import growth, but declined to 3% in 
2022. 

While this composition supported rapid revenue growth, it also 
introduced structural vulnerabilities. Heavy reliance on VAT, excises 
and import-related taxes exposes revenue performance to 
fluctuations in trade, remittances and consumption. The distributional 
implications of this reliance on indirect taxation are less 
straightforward. Although consumption taxes are conventionally 
viewed as regressive, recent evidence from developing countries 
suggests that they may be progressive once differences in informal 
consumption are taken into account. Poorer households tend to 
purchase a larger share of goods through informal and effectively 
untaxed channels, while richer households consume more through 
formal markets and consequently face higher effective consumption 
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tax rates (Bachas et al., 2024). The distributional incidence of VAT in 
Nepal therefore depends partly on patterns of formality and 
consumption across income groups.  

3.4 Institutional and strategic reforms 
Nepal’s experience highlights the sensitivity of revenue collection 
gains to macroeconomic and external shocks. The magnitude of the 
decline in 2022 suggests earlier revenue gains partly reflected 
cyclical factors and reliance on import-based taxation (which was 
then subject to a contraction) rather than broad, durable expansion of 
the domestic tax base. Revenue increases driven by import growth 
and remittance-financed consumption are particularly vulnerable to 
external shocks, exchange rate pressures and balance of payments 
constraints. 

While further broadening of the tax base would be needed to build 
fiscal resilience in future to address the structural dependence on 
remittance-fuelled consumption and import-based taxation, key tax 
policy and administrative reforms, including digitalisation initiatives, 
helped lay a foundation for revenue improvement. These reforms are 
described in further detail below.  

The establishment of the Inland Revenue Department (IRD) as a 
functionally organised agency in 2001 was foundational. This was 
followed by the development and implementation of multi-year 
strategic plans and revenue reform plans between 2012 and 2022. 
These plans provided continuity and direction to reform efforts, 
despite political instability. 

Parallel reforms in customs administration focused on curbing 
evasion, strengthening valuation and improving risk management. 
The Nepal Government also developed a comprehensive reform 
strategy for the customs department and embarked on a range of 
measures to curb tax evasion, broaden the tax base and improve the 
audit function of the Large Taxpayers Office, as well as of the IRD in 
general, in 2010/11 (IMF, 2010). 

3.4.1 Tax policy measures 
Key policy reforms included the following: 

• Gradual expansion and rate adjustment of VAT, which was 
introduced in 1997 and increased to 13% in 2005 (IRD Reform 
Plan 2015/16–2017/18). 

• Introduction of a higher personal income tax band for high-
income earners in 2010. 

• Reduction of VAT exemptions and unification of VAT refund 
mechanisms. 

• Introduction of health hazard taxes on tobacco and increased 
excise duties on vehicles and other goods. 
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• Base broadening of property taxes through lowered valuation 
thresholds. 

• Introduction of tax expenditures as supplementary information 
in the annual budget by the High-Level Tax System Review 
Commission (HLTSRC) in 2014.  

These measures increased revenue primarily by expanding existing 
tax bases rather than introducing entirely new taxes. 

3.4.2 Tax administration and digitalisation 
Administrative reforms were central to Nepal’s revenue performance. 
Key measures included the following: 

• Establishment of a Large Taxpayer Office and segmentation of 
taxpayers into large, medium and small categories. 

• Introduction of electronic registration, filing and payment 
systems, achieving near-universal coverage by 2016/17 (IMF, 
2017c). 

• Rollout of a permanent account number (PAN) system, linking 
taxpayers across different taxes and financial records. 

• Deployment of the Integrated Tax System (ITS) and cross-
checking of tax filings with banking data (IMF, 2019c). 

• Modernisation of customs through the implementation of 
ASYCUDA (Automated System for Customs Data) World and 
risk-based clearance. 

These reforms supported improved compliance and reduced 
administrative costs. 

3.5 Lessons from Nepal 
Overall, Nepal’s experience reinforces the paper’s central argument 
that large observed increases in non-resource tax revenue should be 
interpreted carefully. Headline improvements in tax-to-GDP ratios 
may overstate underlying progress if they are driven by narrow, 
cyclical or externally dependent sources of revenue. For revenue 
target-setting, Nepal illustrates both the upper bound of what may be 
achievable under favourable conditions and the risks of assuming 
that such gains can be sustained or replicated without deeper 
structural transformation. 
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4 Case Study: Uganda  

Summary: Uganda’s experience illustrates the difficulty of raising 
non-resource tax revenue in a low-income economy with high 
informality, a narrow formal tax base and limited taxable income. 
Despite sustained policy and administrative reforms, including efforts 
to strengthen strategic planning, compliance management and 
revenue administration, gains were gradual rather than exceptional. 
Strong economic growth did not translate into commensurate tax 
gains because much activity remained outside the formal tax net, 
while GDP rebasing also mechanically lowered measured tax-to-
GDP ratios. Uganda therefore shows that persistent reform efforts 
can improve revenue performance over time, but structural 
constraints and political economy challenges can limit the pace and 
scale of gains. 

4.1 Context 
Uganda provides an illustrative example of the challenges low-
income countries face in achieving sustained increases in non-
resource tax revenue despite prolonged policy and administrative 
reform. Starting from a relatively low base, Uganda’s non-resource 
tax revenue increased gradually over the past decade. However, the 
scale and pace of improvement remained modest, reflecting 
structural constraints associated with widespread informality, narrow 
tax bases, low labour productivity and limited administrative capacity 
(Besley and Persson, 2014; Global Financial Integrity, 2024). 

Uganda is a low-income country with a rapidly growing population, a 
predominantly agrarian economic structure and a large informal 
economy. Despite relatively strong economic growth, averaging 
approximately 5–6% annually over the past decade, the country’s 
fiscal capacity remains constrained by low levels of formalisation and 
limited taxable income among much of the population (World Bank, 
2025). These challenges are compounded by the size of the informal 
economy, which was estimated to account for around 50% of GDP 
(MoFPED, 2015).  

Poverty also remains widespread, particularly in rural areas. Although 
the reported unemployment rate was approximately 2.9% in 2023, 
this masks extensive underemployment, subsistence activity and 
informal employment, reflecting the limited availability of formal wage 
employment in the economy (ILO, 2024; World Bank, 2023a). 
According to the Uganda National Labour Force Survey 2021/22, the 
labour force comprised approximately 23.5 million people, with 
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around 9 out of 10 employed persons working in the informal 
economy (UBOS, 2023).  

Agriculture continues to play a central role in Uganda's economy, 
employing a large share of the workforce while contributing a 
considerably smaller share of GDP (World Bank, 2025; FAO, 2025). 
Much of this employment is concentrated in subsistence agriculture, 
with relatively few workers engaged in formal wage employment. 
These labour market characteristics substantially limit the reach of 
conventional personal income tax and PAYE (pay-as-you-earn) 
systems, while corporate income tax revenues remain concentrated 
among a relatively small number of larger formal enterprises. 
Consequently, the scope for expanding direct taxation has remained 
limited despite sustained policy and administrative reforms (Besley 
and Persson, 2014). 

Informality also extends beyond agriculture. Economically significant 
sectors – including construction, transport, accommodation, 
restaurants and small-scale services – remain only partially 
integrated into the formal tax system, limiting the extent to which 
economic growth translates into higher tax revenues. Consequently, 
revenue mobilisation has lagged behind economic expansion despite 
sustained growth over the past decade (UBOS, 2023; World Bank, 
2023b; Global Financial Integrity, 2024). 

These structural characteristics are central to understanding 
Uganda’s revenue performance. Administrative reforms can improve 
registration, reporting and compliance among taxpayers already 
within or close to the formal tax system. Their aggregate revenue 
effect is nevertheless likely to remain constrained where large shares 
of production, employment and income remain outside the effective 
tax base (Global Financial Integrity, 2024). 

4.2 Revenue performance and trends 
As discussed in Section 4.1, widespread informality and limited 
formal employment constrained the extent to which economic growth 
and administrative improvements could translate into higher 
aggregate revenue. 

Between 2010 and 2022, Uganda’s NRTR increased from 7.9% of 
GDP to 11.7% of GDP, representing a gain of 3.8 percentage points. 
While this improvement is notable in absolute terms, Uganda 
remained below the sub-Saharan African average (13.5%) but 
slightly above for low-income economies (11.4%) in 2022. 

Consistent with the structural characteristics discussed in Section 
4.1, revenue growth remained constrained despite sustained reform 
efforts. However, administrative reforms generated measurable 
improvements in taxpayer compliance. PAYE revenues increased 
from 1.76% of GDP in fiscal year (FY) 2014/15 to 2.45% in 
FY2023/24, while corporate income tax revenues rose from 0.70% of 
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GDP in FY2016/17 to 1.13% in FY2022/23, reflecting improvements 
in tax administration and compliance. These gains demonstrate that 
administrative reforms strengthened revenue collection within the 
existing tax base, although structural constraints limited the extent to 
which they increased aggregate revenue as a share of GDP. 

Figure 12: Uganda NRTR trends (2010–2023) 

 
Source: UNU-WIDER Government Revenue Dataset, 2025 

The limits of administrative reform are also evident in Uganda’s 
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spillover effects (Davies et al., 2024). Evidence based on transaction-
level customs data indicates that although the scanners successfully 
reduced certain forms of misreporting – specifically undercounting 
and misclassification – they also triggered behavioural responses, 
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education, and fostering trust between the state and taxpayers to 
enhance tax morale and compliance. 

Overall, Uganda’s revenue performance reflects the interaction 
between administrative improvements and structural constraints. 
While reforms strengthened compliance and improved tax collection 
among registered taxpayers, their aggregate impact remained limited 
by widespread informality, a narrow tax base and continued 
opportunities for tax evasion. Consequently, revenue mobilisation 
improved gradually rather than experiencing the substantial 
increases observed in countries with broader formal sectors. 

4.3 Revenue composition: shifts and limitations 
Uganda’s revenue composition changed gradually between 2010 and 
2022. Indirect taxes, including VAT, excise duties and trade-related 
taxes, increased by approximately 2.1 percentage points of GDP, 
while direct taxes grew by around 1.8 percentage points. Although 
both categories contributed to revenue growth, indirect taxes 
continued to account for the largest share of total tax revenue. 

VAT revenues increased from 2.6% of GDP to 3.6% between 2010 
and 2022, while excise revenues rose from 1.8% to 2.4% of GDP. 
These gains reflected a combination of policy measures, including 
rate adjustments and base expansion, together with administrative 
reforms such as improved taxpayer registration, risk-based audits, 
and the gradual expansion of electronic filing and payment systems. 

Despite increasing over the period, direct taxes, particularly personal 
income tax, made a comparatively modest contribution to overall 
revenue growth. The relatively limited contribution of personal income 
tax reflects the structure of Uganda’s labour market. As discussed in 
Section 4.1, formal wage employment represents only a small 
proportion of total employment, restricting the effective reach of 
PAYE and other individual income taxes. Corporate income tax 
revenues also remain concentrated among a comparatively small 
number of larger and more formal enterprises. 

Uganda's tax system also continues to face important design and 
policy constraints that restrict revenue mobilisation. These include 
extensive customs-duty and VAT exemptions for basic goods and 
services (MoFPED, 2024), a narrow personal income tax base 
arising from limited formal employment, and relatively weak corporate 
income tax performance and exemptions for a significant portion of 
the tax base (World Bank, 2023b). By 2020, personal income tax 
revenue was approximately three times larger than corporate income 
tax revenue, raising concerns about the effective taxation of 
corporate profits and the equity of the tax system. Collectively, these 
policy and structural constraints limited the scope for sustained 
increases in domestic revenue despite continued reform efforts. 
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The composition of revenue therefore suggests that Uganda’s 
revenue gains have been driven primarily by improvements in indirect 
taxation, while the limited contribution of direct taxes reflects deeper 
structural characteristics of the economy. The following section 
examines how specific tax policy and administrative reforms 
influenced these outcomes. 

4.4 Administrative and institutional reform  
Uganda undertook a range of tax policy and administrative reforms 
over the period, including the rationalisation of tax exemptions, 
strengthening the Uganda Revenue Authority (URA), adoption of 
electronic fiscal devices, and improvements in compliance 
management for large and medium taxpayers. These reforms were 
consolidated under the Domestic Revenue Mobilisation Strategy 
(DRMS), which sought to increase the tax-to-GDP ratio from 12.9% 
in FY2018/19 to between 16 and 18% by FY2023/24. The strategy 
introduced measures to improve corporate income tax productivity 
through changes to depreciation schedules and the repeal of initial 
allowances, strengthened the VAT and rental income tax regimes, 
and expanded the use of digital tax stamps and the Electronic Fiscal 
Receipting and Invoicing System (EFRIS) to improve VAT and excise 
duty compliance. Despite these reforms, the tax-to-GDP ratio 
increased to only 13.5%, indicating that while reforms strengthened 
revenue administration and prevented erosion of the tax base, their 
overall impact was incremental rather than transformative. This 
experience underscores the reality that institutional reforms often 
yield gradual improvements in compliance and administrative 
efficiency rather than immediate, large-scale revenue gains (World 
Bank, 2023b). 

4.4.1 Strategic planning and reform sequencing 
Uganda adopted successive domestic revenue mobilisation 
strategies (DRMSs) and Uganda Revenue Authority corporate plans 
to guide tax reforms over the medium term. The strategies aimed to 
increase tax revenue by approximately 0.5 percentage points of GDP 
annually through a combination of tax policy measures, 
administrative reforms and improved compliance management (IMF, 
2021). More recently, the DRMS targeted an increase in the tax-to-
GDP ratio from 12.9% in FY2018/19 to 16–18% by FY2023/24; 
however, the ratio reached 13.5%, highlighting the challenges of 
achieving ambitious revenue targets despite sustained reform efforts 
(World Bank, 2023b). 

4.4.2 Tax policy reforms 
Tax policy reforms focused on broadening the tax base while 
reducing revenue leakages. Key measures included the elimination 
of selected VAT and income tax exemptions (IMF, 2015), increases 
in excise duties on fuel, alcohol and tobacco (IMF, 2013), the 
introduction of sector-specific levies such as the mobile money tax, 
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and reforms to simplify the presumptive tax regime for small 
businesses. Since FY2019/20, the regular publication of tax 
expenditure reports has improved transparency by quantifying the 
fiscal cost of tax exemptions and incentives (IMF, 2022b; MoFPED, 
2024).  

Although these measures contributed to higher revenues, some 
reforms proved politically contentious. In particular, the introduction of 
the mobile money tax in 2018 generated widespread public 
opposition and protests, leading the government to reduce the tax 
rate from 1% to 0.5% and limit its application to withdrawals. 
Similarly, reforms affecting consumption taxes, including excise 
duties, have often faced resistance because of their direct impact on 
households and businesses (Lees et al, 2021; World Bank, 2023b). 

4.4.3 Revenue administration and compliance 
Administrative reforms complemented policy changes by 
strengthening tax administration and improving compliance. These 
included the re-establishment of the Large Taxpayers Office, 
expansion of risk-based audits, improvements in customs 
administration, wider use of digital systems for taxpayer registration, 
filing and payment, and strengthened internal control and anti-
corruption measures (IMF, 2013; IMF, 2019b). The Uganda Revenue 
Authority also introduced technologies such as digital tax stamps and 
the Electronic Fiscal Receipting and Invoicing System (EFRIS) to 
improve VAT and excise duty compliance (World Bank, 2023b). 
While these reforms improved administrative efficiency, their 
aggregate revenue impact remained gradual because of the 
economy’s narrow formal tax base and persistent structural 
constraints (ibid.). 

4.5 Structural and political economy constraints 
While structural characteristics constrained the tax base, political 
economy considerations also influenced the pace of reform. 
Governments needed to balance revenue mobilisation against 
investment competitiveness, taxpayer resistance and affordability 
concerns (World Bank, 2023b; IMF, 2024b). These considerations 
contributed to continued reliance on exemptions (MoFPED, 2024) 
and preferential treatments, limiting the scope for more rapid revenue 
growth. 

During the Covid-19 pandemic, temporary relief measures and 
economic disruption reduced revenue collection, contributing to a 
short-term decline in non-resource tax revenue before a gradual 
recovery as economic activity resumed (World Bank, 2023b; IMF, 
2021). 

4.6 Lessons from Uganda 
The Ugandan experience suggests several lessons for domestic 
revenue mobilisation, as follows: 
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1 Administrative reforms are necessary but not sufficient to 
overcome structural constraints such as informality, limited formal 
employment and narrow tax bases. 

2 Revenue mobilisation in low-income countries is often gradual, 
with incremental gains more common than large and rapid 
increases. 

3 Tax effort and tax-to-GDP ratios should not be conflated. 
Relatively modest changes in headline revenue ratios do not 
necessarily indicate weak reform performance where structural 
characteristics of the economy constrain revenue-raising capacity. 

Uganda demonstrates that revenue performance must be assessed 
in relation to country context, structural conditions, reform effort and 
administrative capacity rather than against headline revenue 
benchmarks alone. 

4.6.1  Uganda in comparative perspective 
Compared with Nepal, Uganda’s revenue gains were slower and 
more incremental, reflecting the absence of exceptional factors such 
as post-conflict recovery, rapid import growth or large increases in 
consumption taxation (World Bank, 2023b; IMF, 2021). Unlike 
Greece, Uganda did not experience a crisis-driven increase in 
revenue ratios associated with economic contraction and fiscal 
adjustment (OECD, 2024; IMF, 2023). Instead, Uganda represents a 
more typical low-income country experience, in which revenue 
mobilisation occurred gradually through sustained policy and 
administrative reforms operating within significant structural 
constraints (World Bank, 2023b). Its experience reinforces the central 
argument of this paper that similar reform agendas can produce very 
different outcomes depending on economic structure, tax bases, tax 
efforts and political economy conditions. 

Uganda also illustrates the importance of distinguishing between tax 
effort and tax-to-GDP ratios. Despite sustained investments in tax 
administration, compliance management, digitalisation and 
enforcement, revenue gains remained gradual because high 
informality, limited formal employment and a narrow direct tax base 
constrained the size of the effective tax base (World Bank, 2023b; 
Global Financial Integrity, 2024). The case demonstrates that 
relatively modest changes in headline revenue ratios do not 
necessarily indicate weak reform performance. Rather, Uganda 
highlights both the potential and the limits of tax administration 
reforms when broader structural conditions remain largely 
unchanged. 
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5 Case Study: Greece 

Summary: Greece recorded one of the largest increases in non-
resource tax revenue in the sample, but its experience is unusual 
because the rise in the tax-to-GDP ratio reflected both policy and 
administrative changes and the severe economic contraction during 
the sovereign debt crisis. Crisis-driven fiscal adjustment raised 
revenues through VAT, income tax and other measures, while 
institutional reforms, including the creation of an independent 
revenue authority and expanded digital compliance systems, 
strengthened collection and helped reduce non-compliance. At the 
same time, the Greek case shows why large headline gains should 
be interpreted carefully: part of the increase reflected a shrinking 
GDP denominator and a shift in the tax burden during a period of 
austerity. Greece therefore demonstrates that sizeable revenue gains 
can be achieved under strong fiscal pressure, but sustainability 
depends on whether reforms improve compliance and broaden the 
base without relying on crisis conditions or politically costly 
measures. 

5.1 Context 
Between 2010 and 2022, Greece’s NRTR increased by almost 8 
percentage points of GDP, placing it among the strongest performers 
in the sample. Yet this increase occurred during an exceptionally 
severe economic contraction and a period of far-reaching fiscal 
adjustment. Determining whether these revenue gains reflected 
genuine improvements in tax capacity, crisis-driven tax policy 
measures or denominator effects is therefore central to interpreting 
Greece’s experience. 

Greece is a high-income economy and member of the European 
Union whose fiscal trajectory over the past two decades has been 
dominated by the sovereign debt crisis that began in 2009. Prior to 
the crisis, Greece was characterised by persistent fiscal imbalances, 
weak tax compliance and extensive informality. Tax compliance 
challenges were particularly pronounced among the self-employed, 
with around 75% of self-employed professionals reporting income 
below the taxable threshold (Petrakis, 2019). The shadow economy 
was estimated at approximately 27% of GDP (ibid.), while tax 
administration remained fragmented and was characterised by 
numerous exemptions and frequent changes to tax legislation (ibid.).  

VAT compliance was also among the weakest in Europe, with more 
than one-third of potential VAT revenue estimated to be lost through 
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non-compliance and related weaknesses (European Parliament, 
2015; Bunn et al., 2021; Okello et al., 2026). By 2009, Greece’s 
government deficit had reached 15.4% of GDP, while public debt 
stood at 126.8% of GDP (Eurostat, 2010). Between 2010 and 2018, 
Greece entered three successive economic adjustment programmes 
supported by European institutions and the International Monetary 
Fund (IMF). These programmes provided substantial financial 
assistance and were conditional on far-reaching fiscal consolidation, 
tax policy measures and structural reforms (European Commission, 
2023b). 

The adjustment period coincided with an exceptionally severe 
economic contraction. Real GDP declined by more than 25% during 
the crisis (OECD, 2018), while unemployment peaked at above 27% 
and poverty increased substantially (OECD, 2016). These economic 
conditions are central to interpreting Greece’s subsequent revenue 
performance, as changes in the tax-to-GDP ratio occurred against a 
backdrop of falling output, employment and household incomes. 
Against this backdrop, Greece implemented extensive tax policy and 
revenue administration reforms as part of successive economic 
adjustment programmes. The interaction between economic 
contraction, crisis-driven fiscal measures and institutional reform 
makes Greece a particularly important case for assessing the drivers 
and sustainability of large increases in tax-to-GDP ratios. 

5.2 Revenue performance and trends 
Greece’s NRTR-to-GDP increased from 21.3% of GDP in 2010 to 
29% in 2022, a rise of 7.7 percentage points. As shown in Figure 13, 
this represents one of the largest increases among the countries 
examined in this study. However, the scale of the increase requires 
careful interpretation given the exceptional contraction in the 
economic output during much of the period.  

Part of the increase in Greece’s NRTR-to-GDP ratio reflected a 
denominator effect associated with the contraction in economic 
output. As GDP declined sharply during the crisis, a given level of 
nominal tax revenue translated into a higher tax-to-GDP ratio. 
However, the resilience of revenue collection during such a severe 
downturn is itself analytically significant. Falling output, rising 
unemployment and declining household incomes would ordinarily be 
expected to weaken major tax bases. The increase in the revenue 
ratio therefore cannot be attributed to denominator effects alone. 

To illustrate the importance of the denominator effect, a simple 
accounting counterfactual can be constructed using real GDP. 
Greece’s real GDP declined from approximately $239.6 billion in 
2010 to $214.5 billion in 2022 (constant 2015 prices), leaving real 
output around 10.5% below its 2010 level. Holding real NRTR 
constant at its 2010 level, this contraction alone would mechanically 
increase the NRTR-to-GDP ratio from 21.3% to approximately 
23.8%. This represents an increase of around 2.5 percentage points, 
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compared with the observed increase of approximately 7.7 
percentage points over the period. 

This accounting exercise suggests that denominator dynamics were 
quantitatively important but cannot account for most of the observed 
increase in Greece’s NRTR-to-GDP ratio. The remaining difference 
reflects higher real revenue relative to its 2010 level, although this 
exercise does not identify the respective contributions of 
discretionary tax measures, changes in compliance, shifts in the 
composition of economic activity or other factors. 

 

Table 5: Illustrative accounting decomposition of Greece’s NRTR-
to-GDP increase (2010–2022) 

Year/ Scenario NRTR 
(US$bn) 

RGDP 
(US$bn) 

NRTR/GDP 
(%) 

Change / 
Effect (pp) 

2010 Actual  51 239.6 A) 21.3%  
2022 Actual  62.2 214.5 B) 29.0%  
2022 
(Counterfactual) 

51 214.5 C) 23.8%  

Actual change in NRTR/GDP, 2010-2022 (B-A)  7.7pp 
Denominator effect on NRTR/GDP, 2010-2022 (C–A) 2.5pp 
Non-denominator (numerator) effect on NRTR/GDP, 2010-
2022 (B-C) 

5.2pp 

Sources: Authors’ calculations based on the UNU-WIDER Government Revenue Dataset, 
2025 and World Bank World Development Indicators, GDP (constant 2015 $). 

Note: The counterfactual holds real NRTR at its 2010 level while allowing real GDP to 
change to its observed 2022 level. The decomposition is an accounting exercise and should 
not be interpreted as a causal decomposition of the change in Greece's NRTR-to-GDP ratio. 

 

Two additional factors contributed to the increase in the revenue 
ratio. First, successive tax policy measures increased statutory tax 
burdens and broadened parts of the tax base during the adjustment 
period (IMF, 2017b). Second, reforms to revenue administration 
strengthened compliance management and contributed to 
improvements in tax collection, particularly in VAT (Okello et al., 
2026). These policy and administrative channels are examined in 
greater detail in Section 5.4. 
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Figure 13: Greece NRTR performance trend (2010–2023) 

Source: UNU-WIDER Government Revenue Dataset, 2025 

 

5.3 Composition of revenue: shifting burdens 
At 29% of GDP in 2022, Greece’s NRTR ratio was above the high-
income country average of 21.8% and the Europe and Central Asia 
regional average of 22.8%. However, Greece’s position relative to 
these benchmarks should be interpreted in light of the exceptional 
economic and fiscal conditions discussed above. 

The composition of Greece’s revenue gains provides further insight 
into the sources of the increase in NRTR. Authors’ calculations based 
on the UNU-WIDER Government Revenue Dataset (2025) show that, 
between 2010 and 2022: 

• indirect tax revenue increased from 13.0% of GDP to 18.3% 

• direct tax revenue increased from 8.3% to 10.7% of GDP. 

Within direct taxation: 

• personal income tax (PIT) increased from approximately 4.0% 
of GDP to more than 6.0% 

• property tax revenue increased from 1.2% to 2.3% of GDP 

• corporate income tax (CIT) revenues declined from 2.6% to 
2.0% of GDP. 

VAT compliance also improved substantially over the period. Greece 
entered the crisis with one of the largest VAT compliance gaps in the 
European Union, with around 30% of potential VAT revenue 
estimated to be lost through non-compliance (Bunn et al., 2021; 
Okello et al., 2026). Over the subsequent decade, the VAT 
compliance gap declined markedly, contributing to stronger VAT 
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revenue performance (European Commission, 2016; Okello et al., 
2026). This improvement suggests that changes in revenue 
composition reflected not only increases in statutory tax burdens but 
also gains in tax compliance.  

5.4 Drivers of revenue change 
The increase in Greece’s NRTR ratio reflected the interaction of 
crisis-driven tax policy measures and reforms to revenue 
administration. Tax policy changes supported revenue gains through 
higher statutory burdens and changes to the tax base, while 
administrative and institutional reforms sought to strengthen 
compliance and improve the effectiveness of revenue collection. The 
relative durability of these two channels is important for assessing the 
sustainability of Greece’s revenue performance. 

5.4.1 Crisis-driven tax policy measures 
Greece’s fiscal adjustment strategy during the sovereign debt crisis 
relied heavily on revenue-enhancing tax measures. Key reforms 
included increases in VAT rates and reductions in the scope of 
reduced-rate categories, higher personal income tax burdens and 
solidarity surcharges, the introduction and expansion of recurrent 
property taxation, and repeated increases in excise duties (IMF, 
2017b). These measures were implemented as part of successive 
economic adjustment programmes and contributed to the increase in 
tax revenue as a share of GDP. 

The personal income tax system was also reformed in 2016, with 
labour income, pensions and personal business income brought 
under a more unified tax schedule. This represented a shift towards 
greater harmonisation of the taxation of different income sources 
(OECD, 2017). The VAT base was also broadened through 
reductions in exemptions and preferential treatments. OECD 
estimates suggested that these measures could generate additional 
revenue equivalent to approximately 0.9% of GDP by 2018 (OECD, 
2018). Similarly, reforms to the taxation of wage, business and 
farming income were projected to generate revenue gains of around 
1% of GDP by 2018 (IMF, 2017b). These estimates illustrate the 
substantial role of discretionary tax policy measures in supporting 
revenue mobilisation during the adjustment period. 

5.4.2 Administrative and institutional reforms 
Governance reform 
A central institutional reform was the establishment of the 
Independent Authority for Public Revenue (IAPR) in 2017. The 
reform increased the operational autonomy of the revenue 
administration and sought to reduce political interference in key 
administrative functions. Greater autonomy over organisational, 
staffing and compliance-management decisions was intended to 
strengthen the credibility and effectiveness of tax administration 
(Okello et al., 2026). 
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The establishment of the IAPR marked an important shift towards a 
more autonomous and professionally managed revenue 
administration. This institutional framework provided a foundation for 
subsequent reforms in compliance risk management, organisational 
restructuring and digitalisation. 

Organisational reform  
Revenue administration reforms also involved substantial 
organisational restructuring. The consolidation of local tax offices and 
centralisation of key functions were accompanied by a greater 
emphasis on specialised compliance management and the 
monitoring of large taxpayers and high-value tax risks (ibid.). These 
changes supported a more risk-based approach to tax administration, 
allowing administrative resources to be directed towards areas with 
greater revenue and compliance risks. 

Digital transformation 
Digitalisation became a central component of Greece’s revenue 
administration reforms. Electronic filing and payment systems were 
expanded, while the growing use of electronic transactions increased 
the availability of information on taxable activity.  

The introduction of the myDATA digital reporting platform was 
intended to strengthen the capacity of the tax administration to collect 
and cross-check taxpayer information. Combined with greater use of 
third-party data and analytical tools, the broader digital reform 
programme improved the administration’s ability to identify under-
reporting and target compliance risks (Okello et al., 2026). 

These administrative and digital reforms were accompanied by 
substantial improvements in VAT compliance. Greece’s VAT 
compliance gap declined markedly over the subsequent decade, 
suggesting that stronger information systems, compliance 
management and enforcement contributed to more effective revenue 
collection (ibid.). 

5.5 Sustainability and political economy risks 
Greece’s experience also highlights the potential sustainability risks 
associated with crisis-driven revenue mobilisation. A substantial part 
of the initial fiscal adjustment relied on increases in statutory tax 
burdens and the introduction of new revenue measures. While these 
measures supported revenue mobilisation in the short term, repeated 
tax changes and relatively high statutory burdens may face economic 
and political limits over a longer period. 

The structure of taxation is particularly relevant in this context. OECD 
assessments have highlighted scope for further reducing the tax 
burden on labour, particularly for low-wage workers, while 
strengthening the efficiency of the tax system through reforms to tax 
bases and tax expenditures (OECD, 2024b). A revenue strategy that 
relies heavily on higher rates may therefore be more difficult to 
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sustain than one based on broader tax bases and improvements in 
compliance. 

By contrast, improvements in administrative capacity, digitalisation 
and compliance management may provide more durable revenue 
gains. The substantial reduction in Greece’s VAT compliance gap 
suggests that improvements in the effectiveness of revenue 
administration can support revenue collection without relying 
exclusively on further increases in statutory tax rates (Okello et al., 
2026). The sustainability of Greece’s revenue performance therefore 
depends partly on whether future gains can be generated through 
stronger compliance and broader tax bases rather than additional 
increases in tax burdens. 

5.6 Lessons from Greece 
Greece’s experience provides several broader lessons for the 
analysis of revenue mobilisation, as follows: 

1 Headline changes in tax-to-GDP ratios do not necessarily provide 
a direct measure of improvements in tax capacity. Changes in the 
denominator, tax policy measures and improvements in 
compliance can produce similar movements in the revenue ratio 
through fundamentally different channels. 

2 The drivers of revenue mobilisation matter for its sustainability. 
Revenue gains generated primarily through increases in statutory 
tax burdens may face greater economic and political constraints 
than gains arising from broader tax bases and improved 
compliance. 

3 Revenue administration reform can generate more durable gains 
when it strengthens information, risk management and 
enforcement capacity. Greece’s improvements in VAT compliance 
illustrate the potential importance of institutional autonomy, 
digitalisation and more targeted compliance management. 

4 Crisis conditions can accelerate reforms but complicate the 
interpretation of their outcomes. In Greece, major tax policy and 
administrative reforms occurred alongside exceptional economic 
contraction and fiscal consolidation, making it difficult to attribute 
changes in revenue performance to a single factor. 

5 Cross-country revenue benchmarks should be interpreted 
alongside the underlying economic and institutional context. 
Similar tax-to-GDP ratios, or similar increases in those ratios, may 
reflect very different levels of tax effort, administrative capability 
and long-term revenue sustainability. 
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5.6.1 Greece in comparative perspective 
From a comparative perspective, Greece demonstrates the 
limitations of ranking countries solely according to changes in tax-to-
GDP ratios. Its 7.7 percentage-point increase in NRTR places it 
among the strongest performers in the sample, yet the underlying 
drivers differ markedly from cases where revenue gains occurred 
alongside sustained economic expansion. Greece’s performance 
emerged in the context of a severe economic contraction, extensive 
discretionary tax measures and far-reaching reforms to revenue 
administration. 

The Greek case therefore reinforces the importance of examining the 
composition and drivers of revenue change when interpreting cross-
country performance. Countries recording similar increases in NRTR 
may differ substantially in the extent to which these gains reflect 
economic conditions, changes in statutory tax policy, or 
improvements in administrative capacity and compliance. These 
differences have important implications for the sustainability and 
replicability of revenue gains. 

Greece should therefore be viewed not simply as a high-performing 
revenue mobiliser, but as a case in which a large increase in the 
headline revenue ratio resulted from the interaction of exceptional 
economic conditions, crisis-driven policy measures and genuine 
improvements in revenue administration. Its experience illustrates 
why revenue outcomes should be assessed alongside economic 
performance and institutional change when drawing lessons across 
countries. 
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6 Conclusions 

6.1 Interpreting revenue performance in context 
This paper has shown that large increases in non-resource tax 
revenue are historically uncommon, even though domestic revenue 
mobilisation is central to development finance and the resilience of 
public finances. Across 139 countries between 2010 and 2022, 
average non-resource tax revenue increased only modestly, while 
gains above 5 percentage points of GDP were achieved by a small 
minority of countries. Extending the analysis back to 1990 to examine 
five- and ten-year gains reinforces the same message. Where such 
gains occurred, they were typically associated with exceptional 
circumstances, including post-conflict recovery, crisis-driven fiscal 
adjustment, major tax policy reforms, rapid economic growth, 
formalisation, sector-specific booms, or significant improvements in 
tax administration and compliance. 

The central message is therefore not that substantial revenue gains 
are impossible, but that they are rare and context dependent; yet 
when achieved, most of the gains are often persistent. Historical 
experience suggests that revenue mobilisation is usually gradual, 
especially in countries where informality, narrow tax bases, low 
incomes and limited administrative capacity constrain the size of the 
effective tax base. This has important implications for how 
governments and development partners interpret revenue 
performance and set revenue targets.  

The case studies of Nepal, Uganda and Greece illustrate why 
headline tax-to-GDP ratios should be interpreted with care. Nepal 
shows how rapid gains can occur from a low base when post-conflict 
recovery, remittance-financed consumption and import-based 
taxation expand administratively tractable revenue sources. Yet the 
subsequent reversal also shows the vulnerability of gains that rely 
heavily on imports, consumption and external flows. Uganda 
illustrates a more gradual and arguably more typical low-income 
country trajectory, where sustained reform efforts generated 
incremental improvements but were constrained by bottlenecks such 
as informality, limited formal employment, administrative capacity 
constraints and a narrow direct tax base. Greece demonstrates a 
third pathway, in which large increases in revenue ratios reflected a 
combination of economic contraction, crisis-driven fiscal adjustment, 
denominator effects, and genuine improvements in tax administration 
and compliance.  
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Taken together, these cases show that similar changes in tax-to-GDP 
ratios can reflect very different underlying mechanisms. A rising ratio 
may indicate improved compliance, successful policy reform or 
expanding taxable activity, but it may also reflect crisis-driven tax 
increases, GDP contraction, denominator effects or temporary 
sector-specific gains. Conversely, modest improvements in the 
headline ratio do not necessarily indicate weak reform effort where 
structural constraints limit the pace at which tax bases can expand.  

This distinction matters for policy. Revenue targets should be 
ambitious, but they should also be grounded in country-specific 
starting points, economic structure, administrative capacity, political 
economy constraints and historical experience. Estimates of tax 
potential can be useful for identifying long-term possibilities, but they 
should not be treated as realistic short- or medium-term targets 
without careful consideration of implementation capacity, economic 
structure, and the conditions under which comparable gains have 
been achieved elsewhere. Unrealistic revenue targets can pressure 
governments to prioritise short-term measures over longer-term 
improvements in tax policy and administration.  

This conclusion is supported by IMF guidance (IMF, 1995), for 
example, which notes that major tax reforms take time, while short-
term revenue measures should be assessed for their revenue 
potential, administrative feasibility and consistency with longer-term 
reform. In practice, rapid gains may be possible from indirect taxes, 
excises, trade taxes, rate increases or removing exemptions (Akitoby 
et al., 2018), but these can be regressive, distortionary or politically 
unsustainable if pursued aggressively without considering the 
context. Revenue mobilisation should therefore be judged not only by 
how much is raised, but how it is raised, who bears the burden and 
whether gains are sustainable.  

The findings point to several priorities for policy and reform design. 
First, revenue strategies that combine ambition with realism are likely 
to be those that recognise that meaningful gains often require 
sustained investment in tax administration, digital systems, taxpayer 
services, compliance management and institutional credibility. 
Second, the tax-to-GDP ratio is an important and well-used measure 
of revenue performance, but should ideally be considered alongside 
revenue composition, equity (progressivity), tax morale, compliance, 
base broadening and administrative capacity. Third, governments 
and development partners wishing to pay close attention to the 
sustainability of revenue gains could focus on mitigating the risks of 
dependency on indirect taxes, imports, natural-resource spillovers, 
tourism or temporary macroeconomic conditions.  

The analysis also points to an agenda for further research. 
Disentangling the drivers of revenue change, separating the effects 
of tax policy reforms, administrative improvements, economic growth, 
formalisation, denominator effects and temporary shocks are natural 
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next steps. More detailed longitudinal country studies would help 
explain why some gains persist while others reverse, and whether 
large increases translate into deeper improvements in tax capacity 
over time. Further research is also needed on the composition and 
distributional implications of revenue gains (or losses). Many 
countries that increased non-resource tax revenue relied heavily on 
VAT, excises, trade taxes or other indirect taxes. These instruments 
may be administratively effective, but they raise important questions 
about equity, political acceptability and resilience. Understanding the 
trade-offs between revenue mobilisation, distributional outcomes and 
economic efficiency should be central to future analysis.  

A further priority is to assess which tax administration reforms 
generate durable revenue gains, over what time horizon and under 
what institutional conditions. Digitalisation, third-party information, 
risk-based compliance, taxpayer segmentation and electronic filing 
systems are often promoted as routes to stronger revenue 
performance, but their effects depend on implementation quality, 
administrative capacity, taxpayer behaviour and political support. 
More comparative evidence is needed on how these reforms interact 
with broader structural conditions.  

Finally, a significant weakness of evidence surrounding evaluation of 
tax reform episodes relates to the political economy conditions and 
their implications for the feasibility of revenue target setting. This 
includes understanding how governments, international organisations 
and development partners can set targets that are credible, context 
sensitive and supportive of long-term reform rather than short-term 
collection pressures. Better evidence on realistic reform trajectories 
would help avoid both excessive pessimism and unrealistic optimism 
in domestic revenue mobilisation debates.  

The core implication of this paper is that tax-to-GDP ratios are useful 
starting points, but incomplete measures of revenue performance. 
Effective revenue mobilisation requires attention not only to how 
much revenue is collected, but also to the sources, sustainability, 
equity, distributional implications and institutional foundations of that 
revenue. Ambitious DRM reform remains essential, but it is most 
likely to succeed when targets are grounded in country realities, 
informed by historical experience, and supported by reforms that are 
sustained over time. Progress in domestic revenue mobilisation 
should therefore be, judged not only by whether tax-to-GDP ratios 
rise, but by whether gains are sustainable, equitable and supported 
by stronger tax institutions and administrative capacity. 
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Appendix 

Table A 1: Robustness of historical NRTR gains to overlapping 
and non-overlapping windows (1990–2022) 

Gain 
threshold 

Rolling 5-
year 

Non-
overlapping 
5-year 

Rolling 
10-year 

Non-
overlapping 
10-year 

≥1pp 38% 37% 48% 46% 

≥2pp 21% 19% 33% 31% 

≥3pp 11% 10% 21% 20% 
≥5pp 4% 3% 8% 8% 

Source: Authors’ calculations based on the UNU-WIDER Government Revenue Dataset, 
2025. 

Note: The results are very similar when the analysis is restricted to non-overlapping periods 
(Table A1), suggesting that the estimated historical frequencies are not driven by the use of 
overlapping windows. 


