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Increasing tax revenues to bridge
the education financing gap
Sustained economic growth has increased
the resources that many of the world’s poorest
countries can raise domestically to finance their
education strategies. Many countries furthest
from the Education for All goals, however, do
not sufficiently tap their tax base. Strengthening
tax systems is an essential condition for achieving
Education for All. This policy paper shows that if
governments in 67 low and middle income countries
modestly increased their tax-raising efforts and
devoted a fifth of their budget to education, they could
raise an additional US $153 billion for education
spending in 2015, increasing the average share of
GDP spent on education from 3% to 6% by 2015.

and should spend at least 20% of their budgets
on education. These targets should be included
in post-2015 global education goals (Box 1).
This policy paper focuses principally on the
measures necessary to increase tax revenues
so that these targets can be met.

Increasing tax revenues
and allocating an adequate
share to education

Over the past decade, economic growth has
enabled countries such as Ghana and India to
cross the threshold from low income to lower
middle income status, while countries such as
Angola have moved to upper middle income
status. Sub-Saharan Africa has achieved annual
economic growth of around 5.4% in recent
years, with the economies of poor countries
such as Ethiopia growing by as much as 9.9%
per year.

It is estimated that countries need to raise
20% of their GDP in taxes to achieve the
Millennium Development Goals (MDGs). Few
low and middle income countries manage to
mobilize domestic resources on this scale,
however. Among those that do, many do not
allocate a sufficient proportion to education.
Of the 67 countries for which data are available
on tax revenue as a proportion of GDP as well
as on the allocation of government revenue to
education, only 7 reach the 20% threshold on
both indicators (Figure 1). Namibia, which raises
24% of its GDP in taxes and allocates 22% of
its government budget to education, shows
that such goals are attainable.

The benefits of this growth have not yet been
fairly distributed, however. Nigeria’s economy,
for example, grew by at least 5% per year since
2003 but its net enrolment ratio has fallen
from 61% in 1999 to 58% in 2010. To guarantee
their citizens’ right to education and tap into
education’s power to transform lives, it is vital
that countries put in place strong fiscal policies,
backed by budget policy reforms to allocate an
adequate share of public spending to education
and promote equity in its distribution.
What is an adequate share of public spending
on education? Governments should commit at
least 6% of gross national product to education

More commonly, countries’ revenue from
taxes is inadequate and education receives
insufficient resources. Of the 67 countries
for which data are available, 37 are below
the 20% threshold on both indicators. In
Pakistan, for example, tax revenue is just
10% of GDP and education receives only
around 10% of government expenditure.
If the government increased its tax revenue
to 14% of GDP by 2015 and allocated one-fifth
of this to education, it could raise sufficient
funds to get all of Pakistan’s children and
adolescents into school. Ethiopia is one of
11 among the 67 countries that has been
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Box 1: What share of government spending should be devoted to education?
The Dakar Framework for Action did not establish financing

The failure to set common financing targets for the EFA goals

targets for education. This has resulted in wide differences in

should be addressed after 2015, with specific goal that countries

government spending on education, so children’s chances of

should commit at least 6% of gross national product (GNP) to

being in school and learning continue to depend on where they

education and allocate at least 20% of their budget to education.

happen to be born.

Governments should commit at least 6% of GNP to education
Some countries, such as the United Republic of Tanzania,

countries, including Bangladesh, the Central African Republic,

already spend more than 6% of GNP on education, showing that

the Democratic Republic of the Congo and Pakistan – most of

such a target is feasible. Of the 150 countries with data, however,

which are still a long way from achieving EFA dedicate less than

only 41 spent 6% or more of GNP on education in 2011. It is of

3% of GNP to education.

particular concern that 10 low and middle income countries
reduced their education spending as a percentage of GNP by

It is particularly worrying that some countries that

one percentage point or more over the decade. India, for

were already spending a small proportion of GNP on education,

example, decreased its spending on education from 4.4% of GNP

such as Bangladesh, have reduced their spending further.

in 1999 to 3.3% in 2010, jeopardizing the huge progress it has

Pakistan, home to 10% of the world’s

made in getting more children into school, and its prospects for

out-of-school children, cut spending on education from 2.6% of

improving its poor quality of education. It is unacceptable that 25

GNP in 1999 to 2.3% in 2010.

Governments should spend at least 20% of their budgets on education
It is widely accepted that countries should allocate

income countries and 8 upper middle and high income countries.

at least 20% of their budget to education. Yet only 15%

At the other extreme, it is worrying that the Democratic Republic

of government expenditure globally was directed to education in

of the Congo spent less than 9% of its budget on education in

2011. Education’s share was 18% in low income countries and

2010, even though it is estimated to have well over 2.4 million

17% in lower middle income countries. It was only 15% in upper

children out of school. Chad’s education spending was 12% in

middle income countries, which should do far more to improve

2011, contributing to it having some of the lowest education

children’s education chances through their own spending, leaving

indicators in the world: in 2010, just 21% of children completed

more external funds for the countries \most in need.

a cycle of primary schooling. India, which faces huge challenges
in improving the quality of its education, spent only 10% of its

Of the 138 countries with data, only 25 spent more

government budget on education in 2011.

than 20% on education in 2011, including 17 low and lower middle

Figure 1: Countries need to both mobilize resources and prioritize education
Tax revenue as percentage of GDP and education expenditure as percentage of total government expenditure, selected countries, 2011
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successful in prioritizing education in its
government budget but could do far more to
maximize revenue from taxation, which would
further increase the resources available for
education. In 2011, the government received
12% of GDP from taxes, on average. If this
proportion were to increase to 16% by 2015,
and 25% continued to be allocated to education,
the sector would receive 18% more resources,
equivalent to US$435 million – enabling US$19
more to be spent per primary school age child.
By contrast, Angola has succeeded in
converting much of its vast natural resource
wealth into government revenue, with tax
revenue representing 42% of GDP, but it
only spends 9% of these funds on education,
one of the lowest proportions in the world.
Raising the share to 20% would increase
resources to education almost two and a half
times, or by US$7 billion. Assuming half of
this is allocated to primary education, it could
more than double resources spent per primary
school age child. In total, 12 of the 67 countries
raise 20% or more of GDP through taxes but
devote less than 20% of government spending
to education. Tax revenue as a share of GDP
grew by 0.44% per year in low and lower middle
income countries between 2002 and 2009, but
many countries need to make much faster
progress. At this rate of growth, only 4 of the
48 countries currently raising less than 20%
of GDP through taxes would reach the 20%
threshold by 2015, and Pakistan – to give one
example of a country far from the target –
would not reach 20% until 2034.

Taxation is a pillar
of development and
education progress
A well-functioning taxation system enables
governments to support the education system
with domestic revenue instead of borrowing
or relying on external finance. In high income
countries in North America and Western Europe,
tax revenue amounted to 27% of GDP in 2011.
Most of these funds came from tax on income
(13% of GDP), the majority of which is taxation of
individuals.
By contrast, in sub-Saharan Africa, tax revenue
accounted for 18% of GDP, with taxes on both
individual and corporate income at 7% of GDP.
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In South and West Asia, the tax share was even
lower: 12% of GDP, with revenue from individual
and corporate income tax making up 4% of GDP.
Unlike in North America and Western Europe,
a quarter of the tax revenue in sub-Saharan
Africa and South and West Asia comes from
international trade and transactions.
While low and lower middle income
countries are more dependent than richer
countries on international and national
corporate taxes for government revenue,
they receive only 22% of the total annual
corporation tax revenue collected globally.
One study estimates that a percentage point
increase could raise revenue by US$10
billion per year for these countries. If 20%
of this additional income were allocated to
education, an additional US$2 billion could be
mobilized annually to help fill the financing
gap. This estimate assumes that two-thirds
of corporation tax revenue comes from
multinational corporations.
Many of the world’s poorest countries
cannot expect domestic taxes alone to provide
the financing needed to meet the EFA goals
in the near future. In some middle income
countries, however, such as Egypt, India and
the Philippines, there is far greater potential to
mobilize domestic resources for education. India
became the world’s 10th largest economy in
2011, but tax revenue was equivalent to only 16%
of GDP, and government expenditure per person
was just US$409. By contrast, in Brazil – the
world’s sixth largest economy – tax revenue was
equivalent to 24% of GDP and expenditure per
person was US$4,952.
This huge difference is a key reason
Brazil has managed to go further in
improving education quality and narrowing
learning inequality. The levels of current
spending on education as a share of total
government expenditure in the two countries
also reflect the greater priority that Brazil
affords to the education sector. In 2011,
government spending on education in Brazil
was 18% of total government expenditure,
with US$2,218 being spent on each primary
school child. India devoted 10% of the
government budget to education, with
US$212 spent per primary school child. If
India reduced tax exemptions, tackled tax
evasion and diversified its tax base, it could
greatly change this picture.
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Governments should
limit tax exemptions

between 2010 and 2012. This is the same
amount as allocated to the education sector
over two years between 2010 and 2011.

While low and middle income countries
as a group rely heavily on tax revenue from
corporations, many of them forgo considerable
revenue from businesses by granting too many
tax exemptions. In much of sub-Saharan Africa,
these exemptions can amount to the equivalent
of 5% of GDP. In the United Republic of Tanzania,
for instance, tax exemptions were equivalent
to around 4% of GDP between 2005/06 and
2007/08; it is estimated that if these taxes had
been collected, they could have provided 40%
more resources for education.

Some governments have started reviewing
the terms and conditions of concession
agreements. When Liberia reviewed 105
agreements signed between 2003 and 2006,
it determined that 36 should be cancelled
outright and 14 needed to be renegotiated.

Despite committing a large share of government
expenditure to education, Ethiopia has one
of the lowest tax/GDP ratios of all developing
countries, reaching just 12% of GDP. This is
largely due to generous tax exemptions, which
amounted to about 4.2% of GDP in 2008/09.
If Ethiopia eliminated these exemptions and
devoted 10% of the resulting revenue to
basic education, then the country would have
an additional US$133 million available, enough
to get approximately 1.4 million more children
into school.

For many of the world’s poorest countries,
tax evasion results in resources being used to
build personal fortunes for the minority elite,
rather than strong education systems for the
benefit of the majority.

Countries in South Asia have some of the
world’s lowest tax/GDP ratios, mainly because
large tax exemptions are granted to strong
domestic lobby groups, such as landowners.
In Pakistan, the tax/GDP ratio of 10% can be
partly explained by the political influence of
the agricultural lobby in tax rate negotiations.
While the agricultural sector makes up 22.5%
of Pakistan’s GDP, its share in tax revenue is
just 1.2%. Total tax exemptions amounted to
the equivalent of 3% of GDP. In India, the
majority of tax revenue forgone is due to
exemptions from custom and excise duties,
and, to a lesser extent, from corporate income
tax. The revenue lost to exemptions came to
the equivalent of 5.7% of GDP in 2012/13; if
20% of this had been earmarked for education,
the sector would have received an additional
US$22.5 billion in 2013, increasing funding
by almost 40% compared with the current
education budget.
Losses occur not only when governments
grant exemptions, but also when they sell
natural resource concessions for less than
their true value. One analysis concluded that
the Democratic Republic of the Congo incurred
losses of US$1.36 billion from its dealings
with five mining companies over three years

Governments should
cooperate to fight
tax evasion

Some individuals and companies avoid
taxes legally by moving money to tax havens.
The Tax Justice Network estimates that between
US$21 trillion and US$32 trillion is hidden by
rich individuals in more than 80 tax havens.
Taxing capital gains on this wealth at 30%,
would generate revenue of between US$190
billion and US$280 billion a year. If 20% of this
revenue were allocated to education, it would
add between US$38 billion and US$56 billion
to funding for the sector. Tax avoidance by
individuals is another important reason for
the low amount spent on education in Pakistan.
The Pakistan Federal Board of Revenue
estimates that only 0.57% of Pakistanis – just
768,000 individuals – paid income tax in 2012.
Tax avoidance practices of multinational
corporations also raise grave concerns. Some
companies shift profits to subsidiaries in
countries with low or zero tax rates. While
such tax havens are a legal way for companies
to avoid paying taxes, illicit capital flight also
occurs through corruption and illegal mispricing
practices in some multinational companies. In
2010, developing countries lost an estimated
US$859 billion through illegal practices.
This was 64 times the amount that countries
received in aid for the education sector in 2011.
It is estimated that African governments alone
lost US$38 billion annually from such practices
between 2008 and 2010. A further US$25 billion
is thought to be lost annually through other tax
practices related to corruption and criminal
activities. If these illegal practices were halted
4
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and 20% of the resulting government income
was spent on education, the sector would
receive US$13 billion in additional resources
each year.
Another stark example of the scale of
the losses involved comes from the tax
practices of SABMiller, a multinational drinks
company, which is estimated to have deprived
governments in Ghana, India, Mozambique,
South Africa, the United Republic of Tanzania
and Zambia of up to US$30 million in
tax revenue.
Some governments are beginning to challenge
the status quo. In Africa, 21 countries have
agreed to a legal framework for the pursuit
of tax avoiders and evaders across borders.
The government of India, which claims Vodafone
India owes US$2.5 billion in tax (equivalent to
around 4.5% of the country’s education budget in
2011), recently issued a high profile tax demand
against Vodafone and other multinational
companies, including Shell and Nokia.

Governments should
diversify their tax base
Governments could raise considerable
additional revenue by increasing the amount
they receive in taxes from corporations,
particularly in the natural resource
extraction industry. Governments need
to avoid dependence on a single source
of income, however, and should plan for
uncertainty. It has been estimated that a
1% increase in the share of natural resource
rents in government revenue lowers the fiscal
capacity of a country by 1.4% because there
are fewer incentives to collect taxes from
other sources.
In recent years sub-Saharan Africa has
relied heavily on natural resources, which
represented 46% of the region’s tax revenue
in 2008. There has been little progress made
in broadening the tax base beyond these
resources. After Chad began extracting oil
in 2003, tax revenue from oil surged, but other
tax income fell from 6.6% to 5.2% of GDP
between 2003 and 2010. Meanwhile, education
expenditure, at 3% of GDP in 2011, was
unchanged since 1999.
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In some countries, taxes tend to penalize
the poorest. In India, direct taxes, such as
personal income tax, make up 5.5% of GDP
while indirect taxes, such as value-added tax –
which are regressive, imposing a greater burden
on the poor than on the rich – account for 9.3%.
Moreover, just 3.3% of GDP was converted into
education spending in 2010.
By contrast, Ecuador has initiated measures
to expand its tax base and reduce dependence
on rents: non-oil revenue as a share of
government revenue rose from 70% in 2001–
2005 to 74% in 2006–2010. Viet Nam, which has
one of the highest tax/GDP ratios in East Asia
and the Pacific, has also broadened its tax base.
Direct taxes, for instance, account for 8.2%
of GDP, a share that has increased primarily
because of government commitment to taxing
corporate income from the oil sector and
foreign-owned companies.
The informal sector is another potential
source of tax revenue. On some estimates,
the informal sector accounts for 55% of GDP
in sub-Saharan Africa, and revenue forgone
by not taxing it can be equivalent to at least
35% of total tax revenue. As the majority
of the poorest work in the informal sector,
governments need to ensure that taxation of
the sector is not regressive. However, the sector
also includes prosperous small to mediumsized businesses that often pay little or no tax.
Some governments are introducing measures
to register them.
The Mozambique Revenue Authority introduced
a highly simplified tax regime for micro- and
small enterprises in 2009 that registered 40,000
taxpayers in a year. In the United Republic of
Tanzania, the government introduced a system
to register eligible small and medium-sized
businesses, and 41% of new companies were
registered through this system by 2009. In 2004,
the Malawi Revenue Authority encouraged tax
compliance by giving compliant businesses
an annual certificate documenting their tax
status, which banks started to use in loan
transactions. Such measures can generate
substantial revenue, some of which could be
used for education.
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External assistance
is needed to strengthen
tax systems
While domestic political will needs to be the
main force behind tax reform and increased
allocations to education, donors can play an
important complementary role. Between 2002
and 2011, just 1% of total aid was directed to
public financial management and less than
0.1% of total aid supported tax programmes.
Yet by one estimate, every US$1 of aid to
strengthen tax regimes could generate up
to US$350 in tax revenue.
The foundations of a long-term tax
development strategy need to be put in place.
It took European economies a century to
increase their tax revenue from 12% to 46%
of GDP by developing new taxes. There are
signs of a similar shift in poorer countries. The
Rwanda Revenue Authority, which has received
long-term support from the UK Department for
International Development (DFID), increased
the share of tax revenue as a proportion of GDP
from 10% in 1998 to 13% in 2011.
The additional resources mobilized through
better tax collection is equivalent to recovering
the full value of DFID’s 10-year support
programme every three weeks. This helped
raise expenditure per primary school child
from US$72 in 1999 to US$81 in 2011. Similarly,
the Norwegian Tax Administration assists
the tax authority in Mozambique in auditing
international oil companies, and the German
Agency for International Cooperation has
helped tax authorities in Ghana, for example,
build capacity and introduce legislation on
transfer pricing.
Part of the problem governments face in
raising tax revenue is lack of transparency
by companies. The support of international
partners can be valuable in changing this. In
June 2013, France, the United Kingdom and the
United States said they intended to implement
the Extractive Industries Transparency
Initiative, the global standard for transparency
in natural resource revenue, with which 23
countries are classed as compliant and 16
countries have been accepted as candidates.
At the 2013 G8 summit, partnerships were
announced with nine countries to help them
support extractive industry governance and
increase tax collection capacity.
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Similarly, while poorer countries need to
strengthen their institutions to prevent tax
evasion, the problem cannot be addressed
without the support of the international
community. The Africa Progress Panel
has called for a stronger multilateral tax
transparency regime to tackle unethical aspects
of tax avoidance. In addition, governments in
high income countries can put pressure on
corporations registered in their countries. For
example, they can require them to publish a full
list of their subsidiaries and the revenue, profit
and taxes paid in all jurisdictions.
The United States made a start by introducing
taxation transparency requirements for 1,100 oil,
gas and mineral companies in 2010. The CardinLugar amendment to the Dodd-Frank law,
which took effect in September 2013, requires
companies listed on the stock market and their
subsidiaries to make information public on
profit accrued and taxes paid. If the European
Union, as expected, also starts requiring oil,
gas, mining and logging companies to declare
payments to governments, such legislation will
cover up to 90% of the world’s international
extractive industries.

Estimating the potential
increase in domestic
resources for education
Increasing tax revenue and allocating an
adequate share to education could raise
considerable extra resources for the sector in
a short time. The EFA Global Monitoring Report
team estimates that 67 low and middle income
countries could increase education resources by
US$153 billion, or 72%, in 2015 through reforms
to raise tax/GDP ratios and public expenditure
on education (Table 1).
These additions to domestic resources could
meet 56% of the US$26 billion average annual
financing gap in basic education for 46 low and
lower middle income countries, or 54% of the
US$38 billion gap in basic and lower
secondary education.
Overall, the necessary reforms would more
than double resources available for education
in 13 countries. The increases would be
particularly important for countries that now
spend very little on education per school age
child, allowing education quality to improve.
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Table 1: Countries can dig deeper to fund education from domestic resources
Current situation (2011)

Current tax/
GDP ratio
of less than
10%

Current tax/
GDP ratio
of ≥10% <12.5%

Current tax/
GDP ratio
of ≥12.5% <15%

Current tax/
GDP ratio
of ≥15% <20%

Current tax/
GDP ratio
of more than
20%

Afghanistan
Bangladesh
Bhutan
Central African Republic
Eritrea
Guinea-Bissau
Madagascar
Myanmar
Sierra Leone
Yemen
Cambodia
Ethiopia
Gambia
Guatemala
Haiti
Indonesia
Pakistan
Burkina Faso
Burundi
Cameroon
Egypt
Ghana
Mali
Mauritania
Nepal
Niger
Paraguay
Philippines
Rwanda
Sri Lanka
Tajikistan
Uganda
United Republic of Tanzania
Armenia
Benin
Côte d’Ivoire
Guinea
Honduras
India
Kenya
Kyrgyzstan
Lao People’s Democratic Republic
Mozambique
Nicaragua
Senegal
Togo
Zambia
Zimbabwe
Angola
Belize
Chad
Democratic Republic of the Congo
Georgia
Guyana
Lesotho
Liberia
Malawi
Mongolia
Morocco
Namibia
Nigeria
Papua New Guinea
Republic of Moldova
Solomon Islands
Swaziland
Uzbekistan
Viet Nam
Total for all 67 countries

Education as
a share of
GDP

Education as a share
of total government
spending

%

%

Potential situation (2015)

Tax/GDP ratio

Education as a
share of GDP

3.5
2.2
4.7
1.2
2.1
2.6
2.8
0.8
3.6
5.2
2.6
4.7
3.9
2.8
3.6
3.0
2.4
4.0
6.1
3.2
3.8
8.2
4.8
3.9
4.7
4.5
4.1
2.7
4.8
2.0
3.9
3.3
6.2
3.2
5.3
4.6
3.1
6.5
3.3
6.7
5.8
3.3
6.4
4.7
5.6
4.6
1.3
2.5
3.5
6.6
2.9
2.5
2.7
3.6
13.0
3.3
5.4
5.5
5.4
8.3
1.5
3.4
8.6
7.3
8.2
6.4
6.6

16.7
14.1
11.5
12.0
7.5
12.6
20.1
18.1
13.7
16.0
12.1
25.4
19.7
18.5
10.6
15.2
9.9
18.0
24.1
16.3
11.9
24.4
18.2
14.7
20.2
21.7
10.6
15.0
17.2
12.9
13.8
15.1
18.3
11.7
27.8
24.6
19.0
29.9
10.5
17.2
18.6
13.2
17.0
26.4
24.0
14.3
13.1
8.3
8.5
18.7
11.8
8.9
7.7
13.5
23.7
12.1
14.7
11.9
25.7
22.4
6.0
11.2
22.0
34.0
21.0
20.5
19.8

%
9.2
8.6
9.9
7.8
8.4
8.5
9.5
3.9
9.4
6.2
10.4
11.5
12.1
10.9
11.8
10.9
10.2
13.1
14.3
12.8
14.0
13.6
13.9
13.5
13.1
13.8
13.7
13.2
12.8
13.3
12.7
12.5
14.9
16.6
16.5
17.6
15.9
16.0
15.9
19.5
19.5
15.5
17.7
18.3
19.4
15.8
15.0
16.2
41.9
23.0
22.5
23.6
23.7
21.3
60.1
21.3
21.6
28.0
24.4
24.4
25.3
26.1
21.0
28.1
25.0
24.0
23.5

%
5.6
4.2
7.9
3.6
6.7
5.1
3.8
2.3
5.6
7.4
4.9
5.5
4.8
3.8
6.9
4.7
5.2
5.1
6.7
4.6
7.1
8.8
5.9
5.8
5.3
5.1
6.8
4.2
6.0
3.9
6.1
4.9
7.2
5.8
5.7
5.0
3.7
6.9
6.4
7.9
6.7
5.2
7.9
5.1
6.0
6.6
3.5
6.8
8.2
7.3
5.0
6.5
6.6
5.9
13.3
6.1
7.7
8.9
5.7
8.7
5.6
5.9
8.9
7.6
8.6
6.8
7.0

3.4

13.1

15.7

5.8

Tax/GDP ratio
in 2015

Unit cost (2015)

Total potential
additional funding
in 2015

Expenditure per
primary school child
(stagnant)

%
14.2
13.6
14.9
12.8
13.4
13.5
14.5
8.9
14.4
11.2
14.4
15.5
16.1
14.9
15.8
14.9
14.2
16.1
17.3
15.8
17.0
16.6
16.9
16.5
16.1
16.8
16.7
16.2
15.8
16.3
15.7
15.5
17.9
18.6
18.5
19.6
17.9
18.0
17.9
21.5
21.5
17.5
19.7
20.3
21.4
17.8
17.0
18.2
43.7
24.8
24.3
25.4
25.5
23.1
61.9
23.1
23.4
29.8
26.2
26.2
27.1
27.9
22.8
29.9
26.8
25.8
25.3

US$ millions
500
3 198
94
66
201
28
119
1 000
117
998
438
435
10
605
336
19 506
7 241
157
19
461
9 592
317
139
114
144
50
968
5 361
116
1 509
219
387
383
269
37
137
44
82
70 529
710
76
229
274
50
66
94
622
588
6 819
13
317
885
734
83
11
69
106
539
431
50
13 090
633
32
4
14
234
750

US$
67
101
255
44
57
48
62
389
60
251
82
106
106
365
65
526
62
125
86
115
520
365
81
187
160
92
384
442
78
292
262
51
84
1 232
169
285
66
484
157
181
662
161
103
526
188
80
155
86
588
701
94
18
580
544
340
60
30
953
1 428
1 093
87
217
991
838
809
1 170
446

18.4

153 451

209

Expenditure per primary
school child (tax mobilization
and education prioritized)
US$
161
216
924
95
191
101
85
513
118
362
232
125
123
500
213
1 049
262
154
94
241
948
567
124
292
185
100
1 037
679
137
970
424
77
109
2 266
182
322
107
776
558
238
751
377
137
639
249
128
271
221
1 534
1 215
171
59
2 082
1 415
492
111
58
2 391
1 490
1 406
330
590
2 691
1 208
863
1 228
732
466

Notes: Countries were ranked in five groups according to their initial tax/GDP ratio. At one end, countries where the ratio was already at least 20% were projected to increase their effort by 0.44 percentage point per year and
to allocate 20% of the budget to education if they were not already doing so. At the opposite end, countries with a tax/GDP ratio of less than 10% were projected to increase the ratio by 1.25 percentage points annually and to
allocate 20% of the budget to education if they were not already doing so.
The calculations assume five different rates at which a country’s tax/GDP ratio can grow, depending on its starting point. Countries starting at a tax/GDP ratio of (a) <10% should aim to increase the tax/GDP ratio by 1.25
percentage points per year, (b) ≥10% to <12.5% should aim to increase the ratio by 1 percentage point per year, (c) ≥12.5% to <15% should aim to increase it by 0.75 percentage point per year, (d) ≥15% to <20% should aim for
an increase by 0.5 percentage point per year and (e) ≥20% should aim to increase the ratio by 0.44 percentage point per year.
Sources: EFA Global Monitoring Report team calculations (2013), based on UIS database; Development Finance International and Oxfam (2013); IMF (2012, 2013).
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Across the 67 countries, spending per primary
school age child would increase from US$209
to US$466 in 2015. Of these countries which
are low income, the amount spent per primary
school age child would increase from US$102
to US$158. Bangladesh, for example, could
allocate an extra US$3.2 billion to education
in 2015, increasing the amount available to
spend on each school age child from US$101
to US$216.
Pakistan, where 10% of the world’s out-ofschool children are concentrated, spends
3% of GDP on the military. This is more than
the amount it spends on education. If it
maximized tax revenue – especially by reversing
the huge exemptions it grants – and spent 20%
of its budget on education, the government
could add US$7.2 billion to its education budget
in 2015, increasing spending per school age
child from US$62 to US$262.
The Central African Republic has the
potential to raise an additional US$66 million
in 2015 if it increased the tax/GDP ratio from
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its current level of 8% to 13% and at the
same time prioritized the education sector
within government expenditure from the current
level of 12% to 20%. This could potentially more
than double expenditure per primary school
child, from US$44 to US$95. Such increases
may seem large but are not without precedent.
Through effective tax mobilization policies,
Ecuador, for instance, tripled its education
expenditure from US$225 million in 2003–2006
to US$941 million in 2007–2010.
Calculations by the EFA Global Monitoring
Report team show that it is possible for
countries to spend 6% of GDP on education.
Among the 67 countries analysed, 14 have
already attained this target. Of the 53 countries
that have not yet reached the target, 19
would be able to achieve it by expanding
and diversifying the tax base and prioritizing
education spending by 2015 (Figure 2). Such
efforts would go a long way towards ensuring
that children are in school and learning by
2015, and would provide a solid base for
funding more ambitious goals after 2015.

Figure 2: Modest increases in tax effort and prioritizing education spending could significantly increase resources
Expenditure on education as percentage of GDP in 2015 if the tax/GDP ration grew and the budget share of education increased
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Sources: EFA Global Monitoring Report team calculations (2013), based on UIS database; Development Finance International and Oxfam (2013); IMF (2012, 2013).
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Recommendations
1. Countries should aim to raise at least 20%
of their GDP in taxes by stopping harmful
tax breaks, cooperating to fight tax avoidance
and evasion and diversifying their tax base.

3. International partners should build a stronger
multilateral tax regime to tackle tax evasion
and avoidance while putting domestic revenue
generation at its center.

2. Donor countries and other international
partners should help governments to
strengthen their tax systems and combat
corporate tax avoidance.

4. Governments should commit at least 6%
of GNP and 20% of their budgets to education.
These targets should be included in post-2015
education goals.
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