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Under limited fiscal space, LAC countries need to improve the
effectiveness of spending & Domestic Resource Mobilization - DRM

Debt service to tax revenues ratio in LAC vs. OECD
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Regarding Domestic Resource Mobilization:

1. Investment and taxes
2. The role of PDBs

3. Improving tax morale



1. Investment and taxes — CIT and incentives
2. The role of PDBs

3. Improving tax morale



Rising debt servicing costs are further weakening the capacity of fiscal
policy to support investment

Public debt interest payments as a share of gross fixed capital formation, %
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High corporate tax rates in LAC could dampen incentives to invest

Effective tax rates and statutory rates in LAC countries, 2022
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Same sector using multiple CIT incentives in selected LAC countries

Sectors targeted by tax incentives, selected LAC countries
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CIT incentives have a significant impact on effective corporate tax
rates in some of LAC’s key economic sectors

Effective average tax rates including tax Effective average tax rates including tax
incentives for tourism, by instrument, 2024 incentives for renewable energies, 2024
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How appropriate do you believe it is for your government to
provide tax incentives for Infrastructure projects?

H Very appropriate H Appropriate = Neutral u Inappropriate W Very inappropriate
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How appropriate do you believe it is for your government to
provide tax incentives for Green energy projects?

H Very appropriate B Appropriate = Neutral = Inappropriate m Very inappropriate
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1. Investment and taxes

2. The role of PDBs (FfD4)- Further effective
collaboration across DFls

3. Improving tax morale



Increasing DRM: the role of PDBs - the interactions between NDBs and
MDBs/bilateral DFIs (work in progress)

By sector targeting, 2018 — 2026 selected NDBs By instrument type, 2018 — 2026 selected NDBs
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Increasing DRM: the role of PDBs - the interactions between NDBs and
MDBs/bilateral DFIs (work in progress)

Technical assistance interactions by instrument type, Technical assistance interactions by sector, 2018 —
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1. Investment and tax incentives
2. The role of PDBs

3. Improving tax morale — Connecting better with
taxpayers



Are the public services I receive fair compensation for the taxes I pay?




Do you justify evading taxes if you have the opportunity?
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Challenges and barriers to promoting a stronger tax compliance culture

Lack of tax education among the population

Cultural factors or public perception

Lack of integrity and trust in institutions

Legal or regulatory aspects

Adverse economic and socioeconomic conditions

Inequality and perceived unfairness in the tax system
Administrative and institutional limitations

Corruption and bribery practices within the tax system
Resistance to change and lack of adaptability in the tax administration
Low digitalisation and limited access to modern technologies
Coordination and cooperation issues

Poor protection of taxpayers’ personal and financial data
Other

No significant barriers anticipated
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Thank you!

https://www.oecd.org/en/topics/latin-american-

development-strategies.html

https://www.oecd.org/en/topics/caribbean-

development-strategies.html
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