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EU Results Framework Indicator methodology note

	1. Name of indicator
	Change in domestic revenue mobilisation as a percentage of GDP over three years

	
	

	2. Which sector (using Result Framework heading)
	Public financial management, taxation, transparency and oversight of the budget (Good Governance)

	
	

	3. Technical Definition 
	The change in domestic revenue mobilisation as a percentage of GDP over three  years in countries where the EU has external action programmes 
Revenue is cash receipts from taxes, social contributions, and other revenues such as fines, fees, rent, and income from property or sales. Grants are normally considered as revenue but are excluded here.


	
	

	4. Rationale (including which policy priority, and how is this indicator linked to that policy priority)
	It is important that development assistance promotes fair and efficient taxation in partner countries.  The Budget Support Guidelines (2012) state, "Domestic revenue mobilisation plays a determinant role in fostering sustainable and inclusive growth, good governance and poverty reduction".  Wealthier countries tend to devote a larger share of GDP to government revenues.  Government revenues are particularly important for many pro-poor public services and for transfer payments from wealthier to poorer citizens, since good practice in financial management says that a government should normally finance its running costs from its own revenues.  Eventually the government's own revenues should make large sums of development assistance unnecessary.  

	
	

	5. Level of disaggregation
	To be disaggregate by region and by national income level.  
(The World Bank defines the categories low-income, lower-middle-income, upper-middle-income, and high-income countries.  http://data.worldbank.org/about/country-and-lending-groups )

	
	

	6. Data Sources (including any issues on (i) different definitions by source, and (ii) level of availability of the data)
	DevCo Unit A4 will on an annual basis obtain data from the IMF for revenue, excluding grants as percentage of GDP. 

For weighting purpose data from the Word Bank's World Development GDP (current US$) should be used http://data.worldbank.org/indicator/NY.GDP.MKTP.CD 

	
	

	7. Data calculation (including any assumptions made)
	1) Identify countries in which the EU has external action programmes for which there is data on "revenue, excluding grants (% of GDP)" in the IMF database.
2) Identify most recent year (y) for which there is data on "revenue, excluding grants (% of GDP)" for each country.
3) For each country, calculate the difference d between "revenue, excluding grants (% of GDP)" in year y and "revenue, excluding grants (% of GDP)" in year y minus 3. If there is no data in year minus 3, then please choose the next most recent 3 year period. So for example, the latest data point might be 2014 for year y, but there is not data for 2011. In which case choose 2013 as year y and then look for data in 2009.  

4) For each country, multiply d by the country's "GDP (current US$)" in year y to get the weighted difference WD. If data for the equivalent year (in the above example 2014) isn't available, use the nearest available year (i.e. 2013 in the above example).
5) For all countries, add the weighted differences WD and divide this sum by the sum of all the remaining countries' "GDP (current US$)".


	
	

	8. Worked examples*
Examples were correct at time of writing (Nov2015)
	Mali

Revenue, excluding grants (% of GDP), 2014=
18.11 %
Revenue, excluding grants (% of GDP), 2010=17.00%
d=18.11 -17.00=1.11%
GDP (current US$) for 2014= 12,074,473,002

Peru

Revenue, excluding grants (% of GDP), 2014=21.46 %
Revenue, excluding grants (% of GDP), 2010=21.92 %
d=21.46 -21.92 =-0.46%
GDP (current US$) in 2014= 202,902,760,293
Weighted change in revenues as a proportion of GDP for Mali and Peru =

((1.11*12,074,473,002)+( 0.46*202,902,760,293 )) / (12,074,473,002+202,902,760,293 ))

=0.00%


	
	

	9. Is it used by another organization or in the framework of international initiatives, conventions, etc? If so, which?
	As such the indicator is not used by other donors though domestic revenue mobilisation is a standard macroeconomic indicator widely used at international level.

	
	

	10.Other issues
	Interpreting the indicator: In the short run, domestic revenue excluding grants will be influenced by the country's current macroeconomic situation, but in the medium run it should reflect the government's medium term vision for the country and the public sector.
"Revenue, excluding grants (% of GDP)" reflects central government revenues and thus underestimates domestic revenue mobilisation particularly in countries with significant local government taxation.


