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Executive summary
This discussion paper introduces proposals for how Development Finance Insti-
tutions (DFIs) can actively engage with and promote the responsible tax agenda. 
As this paper will show, the concept of tax and corporate responsibility is soli-
difying and is now part of the new development agenda. Now is the time for all 
relevant actors to think about what this means for them. While a clear definition 
of “responsible tax” beyond just legal compliance is still developing, DFIs should 
consider how they can support this evolution. 

Multilateral DFIs bridge private financing and public policy by encouraging 
investments that yield development impacts. They target investments in the 
private sector and seek to mobilise additional private finance. This paper looks 
at three DFIs; the International Finance Corporation part of the World Bank 
Group, the Inter-American Development Bank, and the African Development 
Bank. 

In the run-up to the 3rd UN Financing for Development Conference in Addis 
Ababa, tax was higher on the agenda than ever before. The shift of focus from 
simply legal compliance towards the notion of “responsible tax” is clearly part of 
the new development agenda that is forming this year. There is also increasing 
awareness of tax and corporate responsibility in the private sector. Impact inve-
stors and regular investors are beginning to quantify and measure the risk that 
tax issues pose. As investors, DFIs should be at the forefront of this movement 
and begin thinking about how to respond to these evolving perceptions of tax 
and corporate responsibility. 

All three DFIs have significantly increased their private sector operations in the 
past 10 years. This includes significant support to small and medium sized enter-
prises (SMEs), but also significant engagement with multinational corporations 
(MNCs). It is concerning that none of the three DFIs could specify how large 
a part of their portfolios are linked to MNCs and that they do not appear to 
monitor this. DFIs have significant potential to use their influence over MNCs 
to insist they meet the right standards and contribute to advancing development 
objectives. This requires political support from their governing boards, which 
are largely made up of countries that are very concerned with fighting aggressive 
tax planning. 

A first look at whether the DFIs in question are adopting to this new agenda in 
their relations with MNCs gives a mixed picture. The DFIs seem to all recognise 
going beyond legal compliance in relation to the challenges to domestic resource 
mobilisation though to different degrees. They all have indicators to measure tax. 
However, none of the DFIs have sufficient safeguards or even incentivising poli-
cies to encourage responsible tax behavior when partnering with or investing in 
MNCs. 

Development banks should take progressive steps to adapt their policies and 
practices to contribute to this new agenda, and communicate effectively about 
their efforts and engage in structured dialogue with their stakeholders. This 
discussion paper recommends how. 
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Introduction
This discussion paper introduces proposals for how Development Finance 
Institutions (DFIs) can actively engage with and promote the responsible tax 
agenda. As this paper will show, the concept of tax and corporate respon-
sibility is solidifying and is now part of the new development agenda. Now 
is the time for all relevant actors to think about what this means for them. 
While a clear definition of “responsible tax” beyond just legal compliance is 
still developing, DFIs should consider how they can support this evolution. 

The paper starts by briefly outlining the main characteristics of three of 
the most influential multilateral DFIs.  It explains why tax and corporate 
responsibility is part of the new development agenda and why DFIs should 
support this. Finally, the paper looks at a few key areas of DFIs’ existing 
policies and activities and suggest improvements.

We hope this discussion paper can form a basis for constructive dialogue 
with DFIs and the broad range of stakeholders concerned with the issue of 
development, tax and corporate responsibility. Those stakeholders include 
civil society, local businesses, multinational corporations, other investors, 
politicians and many others. We invite feedback from our readers. Ideally, 
the paper will be thoroughly debated and encourage more suggestions for 
how the international development community, in which DFIs are key 
actors, can ensure more domestic resource mobilisation. 

This paper can only scratch the surface of a very comprehensive agenda 
for domestic resource mobilisation. It cannot attempt to cover aspects such 
as technical assistance or other types of direct support to administrations 
or governments. Nor will it discuss the OECD/G20 BEPS project and its 
ability to reform international tax rules to meet the challenges of aggressive 
tax planning. Finally, it will not contribute to the already comprehensive 
existing discussion about tax havens or low-tax jurisdictions. 

The sole focus of this paper is the role of DFIs in advancing more corporate 
responsibility in tax matters among multinational corporations (MNCs). 

We received feedback from DFIs in the drafting process of this paper, for 
which we are very grateful. However, the final paper is solely the responsi-
bility of IBIS. 
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Development 
Finance Institutions 
Development Finance Institutions (DFIs) bridge private financing and pub-
lic policy by encouraging investments that yield development impacts. Their 
activities have increased significantly over the past 15 years. For a number 
of years, the focus was on the direct social and environmental impacts of 
these investments. This briefing paper looks at the economic sustainability 
of these investments and their ability to boost domestic resource mobilisa-
tion by ensuring support for the responsible tax agenda. 

This section will look at DFIs as development actors and their potential 
to influence private sector behaviour in support of the new development 
agenda’s focus on tax and corporate responsibility. 

AIMS AND PURPOSE

Multilateral DFIs are government controlled financial institutions that 
invest in developing countries. They target investments in the private sector 
and seek to mobilise additional private finance. 

The International Finance Corporation (IFC), the African Development 
Bank (AfDB) and the Inter-American Development Bank (IDB) are three 
major global multilateral DFIs. The IFC operates in more than 100 devel-
oping countries. The AfDB and IDB are both the largest DFIs in their regi-
ons1. The IFC provides financial services to private sector businesses as part 
of the World Bank Group. Other parts of the World Bank Group directly 
support governments through technical assistance and more. The AfDB 
and IDB handle both public and private sector investments.2

The DFIs’ aims are multifaceted, including poverty reduction, sustainable 
development, promoting regional integration, infrastructure development, 
and improving domestic governance. In particular, poverty reduction and 
fostering sustainable economic development are recurring themes in the 
stated aims of the IFC, AfDB and IDB. Supporting private sector develop-
ment is underlined as a key way to achieve the objectives.3 

OWNERSHIP AND GOVERNANCE

The three DFIs are each governed by a board of member countries. Howe-
ver, the composition of the board members and the weighting of votes bet-
ween high-income and low-income countries differ slightly. High-income 
countries account for 70 percent of the voting power4  in the IFC. Regional 
member countries hold the majority of the voting power in the AfDB and 
IDB, 60 percent5  and 50.04 percent6  respectively. It is worth noting that the 
US holds the single largest share of votes in the IDB and therefore has a de 
facto veto. 

1. IFC “About IFC” http://www.ifc.org/wps/wcm/

connect/corp_ext_content/ifc_external_corporate_

site/about+ifc accessed 31st August 2015

2. AfDB (2013) “Independent evaluation 

of non-sovereign operations, 2006 – 2011: 

Main conclusions and key messages”: p. 1, 

accessible at http://independentevaluation.

afdb.org/fileadmin/uploads/opev/Documents/

Independent%20Evaluation%20of%20Non-

Sovereign%20Operations%202006-2011%20

Brief%20-%20EN.pdf accessed 31st August 

2015;  Canadian Trade Commissioner Service 

“Inter-American Development Bank” http://www.

tradecommissioner.gc.ca/eng/development-

humanitarian-aid-markets/inter-american-dev-

bank.jsp#ifi_psl accessed 31st August 2015

3. AfDB (2013) “At the center of Africa’s 

transformation: Strategy for 2013 – 2022” 

accessible at http://www.afdb.org/fileadmin/

uploads/afdb/Documents/Policy-Documents/

AfDB_Strategy_for_2013%E2%80%932022_-_

At_the_Center_of_Africa%E2%80%99s_

Transformation.pdf accessed 31st August 2015; 

IDB (2014) “Development effectiveness overview”: 

p. 45 accessible at https://publications.iadb.org/

handle/11319/6822 accessed 31st August 2015,  IFC  

“Our goals  and values” http://www.ifc.org/wps/

wcm/connect/CORP_EXT_Content/IFC_External_

Corporate_Site/About+IFC/Vision/ accessed 31st 

August 2015

4. Romero, Maria Jose (2014) “A private affair”: 

p. 7, accessible at http://www.eurodad.org/files/

pdf/53be474b0aefa.pdf accessed 31st August 2015

5. AfDB “Annual report 2013”: p. 151 

6. IDB “Annual report 2014”: p. 35. Please note 

that “Regional member countries” at IDB is 

excluding USA and Canada
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SIZE OF OPERATIONS

DFIs raise their capital through different means such as member states’ 
subscriptions, loan repayments, borrowings, funds raised through capital 
markets, and through co-financing ventures.7  There is a global increase in 
the funds that flow through DFIs and into the private sector. This is in line 
with the increased focus from donors on supporting the private sector in 
development.8 

Over the past ten years, the IFC, the AfDB and the IDB have almost 
quadrupled their combined commitments to new private sector operations 
in Africa and Latin America, accounting for nearly $12 billion in 2013.9  
Looking at the IFC from 2005–2014, private sector investment commit-
ments in Latin America and Africa rose from respectively $1.8 billion and 
$445 million to $5.1 billion and $4.6 billion.10  The IFC’s total private sector 
commitments have risen from $6.4 billion in 2005 to $22.4 billion in 2014. 

From 2002 to 2013, AfDB’s private sector investment commitments rose 
from $257 million in 2005 to $1.6 billion in 201311, and the number of ope-
rations rose from six to 37.12  AfDB commitments to private sector opera-
tions rose more than 39 percent from 2012 to 2013. At IDB, private sector 
commitments went from 17 operations amounting to $683 million in 2005 
to 63 private sector operations, amounting to $2.8 billion, in 2014.13

Today private sector operations constitute 22 percent of IDB’s and 24 per-
cent of AfDB’s total commitments. Comparing this to 2005, private sector 
operations comprise more than twice as much of IDB’s commitments14 and 
three times as much of AfDB’s commitments.

FIGURE 1: PRIVATE SECTOR INVESTMENTS BY MULTILATERAL DFIS 
(IN BILLION US$)
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Source: World Bank (2015)15

7. IDB “About us” http://www.iadb.org/en/

idb-finance/idb-finance-about-us,2428.html 

accessed 31st August 2015; AfDB (2013) “AfDB in 

brief”: p. 10, accessible at http://www.afdb.org/

fileadmin/uploads/afdb/Documents/Publications/

AfDB_in_Brief.pdf accessed 31st August 2015 

; IFC ( 2013) “Management’s discussion and 

analysis and consolidated financial statements”: 

p. 15, accessible at http://www.ifc.org/wps/wcm/

connect/82e5dd00473348639623fe57143498e5/

Financial+Statement+FY13.pdf?MOD=AJPERES 

accessed 31st August 2015 

8. Ibid

9. Data from IFC, AfDB and IDBs’ annual reports 

2005 and 2013 

10. IFC “Annual report 2005”: p. 3; IFC “Annual 

report 2014”: p. 26-27

11. AfDB “Annual report 2005” p. 65, 92; AfDB 

“Annual report 2013”, pp. 42; AfDB (2013) 

“Supporting the transformation of the private 

sector in Africa. Private sector development 

strategy 2013 – 2017” accessible at http://www.

afdb.org/fileadmin/uploads/afdb/Documents/

Policy-Documents/2013-2017_-_Private_Sector_

Development_Strategy.pdf accessed 31st August 

2015

12. AfDB “Annual report 2005”: p. 16; AfDB 

”Annual report 2013”, p. xii

13. IDB “Annual report 2005”: p. 23; IDB “Annual 

report 2014”: p. 7

14. IDB (2006) “Annual report 2005”; IDB (2014) 

“Annual report 2013”

15. World Bank (2015) ”International finance 

institutions announce $400 billion to achieve 

sustainable development goals” http://www.

worldbank.org/en/news/press-release/2015/07/10/

international-financial-institutions-400-billion-

sustainable-development-goals accessed 2nd 

September 2015
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16. AfDB (2013) “Supporting the 

transformation of the private sector in 

Africa. Private sector development strategy 

2013 – 2017” accessible at http://www.afdb.

org/fileadmin/uploads/afdb/Documents/

Policy-Documents/2013-2017_-_Private_

Sector_Development_Strategy.pdf accessed 

31st August 2015; IDB (2011) Private 

sector development strategy: Fostering 

development through the private sector” 

accessible at http://idbdocs.iadb.org/wsdocs/

getdocument.aspx?docnum=35821222 

accessed 31st august 2015

17. IDB (2013) ”Delivering the renewed vision 

for the IDB group private sector merge out” 

accessible at http://idbdocs.iadb.org/wsdocs/

getdocument.aspx?docnum=39619348 

accessed 31st August 2015

18. IFC “SME initiatives” http://www.ifc.

org/wps/wcm/connect/region__ext_

content/regions/sub-saharan+africa/

advisory+services/sustainablebusiness/

sme_initiatives/sme_initiatives accessed 31st 

August 2015

19. Written communication with IFC 

management and IFC (2014) ”IFC Financing 

to micro, small and medium enterprises 

in Sub-Saharan Africa” accessible at http://

www.ifc.org/wps/wcm/connect/36998c0046

c14004957cbd9916182e35/2014MSME+Facts

heet-SSA.pdf?MOD=AJPERES accessed 1st 

September 2014

20.  AfDB (2013) “Executive summary of the 

bank’s strategy for 2013 – 2022” accessible 

at http://www.afdb.org/fileadmin/uploads/

afdb/Documents/Policy-Documents/AfDB_

Strategy_for_2013%E2%80%932022_-_

At_the_Center_of_Africa%E2%80%99s_

Transformation_-_Executive_Summary.pdf  

accessed 31st August 2015

21. IFC “Annual report 2014, volume 2”: 

p.104-123

POLICIES ON PRIVATE SECTOR INVESTMENTS

From the beginning of the 1990s, the AfDB and IDB have prioritised private 
sector operations. Both have fairly recent private sector development strategy 
papers.16  The IDB has also recently reformed its structure for private sector 
investments.17 The IFC has always had private investments at the centre of its 
operations as it was created as the private sector arm of the World Bank Group.

Private sector and private finance are broad umbrella terms for a variety of actors 
and financial resources with very different abilities and opportunities to achieve 
development outcomes. This is also clear when looking at the various strategies 
for the DFIs and their target investments. When thinking about responsible tax 
and safeguarding against harmful tax practices, it can be useful to break up the 
private sector into components. Below are three sub-categories and a look at 
how the DFIs approach each category. 

SMALL AND MEDIUM-SIZED ENTERPRISES

All three DFIs have a strong focus on reaching small and medium-sized enter-
prises (SMEs) and even micro, small and medium enterprises (MSMEs). In 
Sub-Saharan Africa, SMEs account for up to 90 percent of all business18. They 
are clearly key to supporting pro-poor and sustainable economic development. 

In 2014, the IFC committed $1.71 billion of its total $4.6 billion portfolio in 
Sub-Saharan Africa to SMEs. For Latin America that number is $2.3 billion 
of $5.1 billion.19  The AfDB also focuses on SMEs20, but it does not reveal how 
much of their committed funds they channel to SMEs. Similarly, it was not pos-
sible to retrieve the total number of committed funds to SMEs through the IDB’s 
publicly available material. 

SMEs usually only operate in one country and are therefore not able to engage 
in international tax planning or abuse the international tax regime. They pay a 
variety of taxes, including corporate income tax, on their profits in accordance 
with local legislation and policies. They also generate jobs for local employment. 

However, DFIs often invest through financial intermediaries to reach MSMEs 
and SMEs. Financial intermediaries can present risks to effective domestic 
resource mobilisation (see below).

MULTINATIONAL CORPORATIONS

None of the DFIs make public how much of their portfolio goes to multinatio-
nal corporations (MNCs). We have been unable to get this information directly 
from the DFIs but the IFC does publish a full list of company names of all project 
commitments.21

Some projects or priorities are a more natural fit for large companies or are 
even developed for them. Fx the IDB’s support for large private sector compa-
nies through the Structured and Corporate Finance Department (infrastructure; 
industry, service, financial markets) and Opportunities for the Majority scheme.22  
They also offer loans, guarantees and technical assistance to large companies.23
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As noted earlier, only companies that operate in more than one country, MNCs, 
are able to engage in tax optimisation, aggressive tax planning and profit shift-
ing. Therefore, it is relevant to be aware of when the client is a MNC, encourage 
responsible tax behaviour, and implement safeguards and policies to ensure it.

FINANCIAL INTERMEDIARIES

Financial markets in particular have gained increased prominence in DFIs’ 
commitments. All of the DFIs refer to financial intermediaries’ ability to reach 
MSMEs, businesses they identify as the backbone of job creation in developing 
countries.24  Support for financial markets has increased dramatically in recent 
years including the use of third parties to deliver financing.25  These so-called 
financial intermediaries are often commercially driven banks or private equity 
funds. Financial markets are the 2nd largest sector for the AfDB (17.9 percent in 
2014), and also 2nd largest for the IFC (20 percent in 2014). For the IDB finan-
cial markets are the 3rd biggest market (19 percent in 2014).26

When DFIs outsource to financial intermediaries they also lose some control. 
Recent research by NGOs has shown that use of financial intermediaries comes 
with significant challenges regarding management, effective implementation of 
due diligence27, and can have quite severe negative impacts on the communi-
ties affected.28  Furthermore, development impacts from the funds channeled 
through financial intermediaries can be hard to monitor, and it is clear that 
SMEs have several needs besides access to finance.29  The use of third parties is 
problematic because there is a lack of knowledge about who the beneficiaries of 
the funds are and who the beneficial owners are. It creates a significant risk of 
financial crimes such as money laundering and tax evasion. 

Finally, financial intermediaries can take a variety of shapes and sizes and are 
often incorporated in low-tax or secrecy jurisdictions. They can be indirectly or 
directly engaged in aggressive tax planning as they can be MNCs or investing in 
them. Given the growth in use of financial intermediaries it is relevant to scruti-
nise whether they are sufficiently covered by the overall policies and safeguards 
of the DFIs.  

To sum up, DFIs are important development actors that have increased their 
support to private sector operations. This includes significant support to SMEs, 
but also significant engagement with MNCs. It is concerning that none of the 
three DFIs could specify how large a part of their portfolios are linked to MNCs 
and that they do not appear to monitor this.

DFIs have significant potential to use their influence over MNCs to insist they 
meet the right standards and contribute to advancing development objectives. 
This requires political support from their governing boards, which are largely 
made up of countries that are very concerned with fighting aggressive tax plan-
ning. 

22. IDB “Private Sector Projects” http://www.iadb.

org/en/about-us/idb-financing/private-sector-

projects,6382.html accessed 31st August 2015; 

IDB “Opportunities for the Majority” http://www.

iadb.org/en/resources-for-businesses/financing-

for-bop-businesses-in-latin-america,5764.html 

accessed 31st August 2015

23. IDB “Large companies” http://www.iadb.org/

en/resources-for-businesses/financing-for-large-

companies-in-latin-america,5785.html accessed 

31st August 2015

24. AfDB “Annual report 2012”: p. 17; IDB 

“Financial intermediaries” http://www.iadb.org/

en/resources-for-businesses/lending-to-financial-

intermediaries-in-latin-america,5789.html 

accessed 31st August 2015

25. Compliance Advisory Ombudsman (2014) 

“Monitoring of IFCs response to: CAO audit 

of a sample of IFC investments in third-party 

financial intermediaries” accessible at http://

www.cao-ombudsman.org/documents/

CAOFIAuditMonitoringReport_October102014.pdf 

accessed 31st August 2015

26. AfDB “Annual report 2014”:p. v; IFC “Annual 

report 2014”: p. 28, IDB “Annual report 2014”: p. 6

27. Eurodad (2015) “Monitoring and evaluation 

at development finance institutions” accessible 

at http://eurodad.org/files/pdf/5593a351e4e76.pdf 

accessed 31st August 2015

28. Oxfam (2015)”The Suffering of others” 

accessible at http://www.brettonwoodsproject.

org/wp-content/uploads/2015/04/ib-suffering-of-

others-IFC-financial-intermediaries-020415-en.

pdf accessed 31st August 2015

29. Eurodad (2014) “Private finance for 

development unravelled” accessible at http://www.

eurodad.org/files/pdf/53bebdc93dbc6.pdf accessed 

31st August 2015
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30. International Tax Compact “About the Addis tax  

initiative” http://www.taxcompact.net/activities-

events/addis-tax-initiative.html accessed 31st 

August 2015

31. See more at https://www.unglobalcompact.org/ 

accessed 7th September 2015

32. Open Working Group (2014) “Proposal for 

sustainable development goals” accessible at 

https://sustainabledevelopment.un.org/content/

documents/1579SDGs%20Proposal.pdf accessed 

31st August 2015

33. United Nations (2013): “Extreme poverty and 

human rights” (Magdalena report) accessible at 

http://daccess-dds-ny.un.org/doc/UNDOC/GEN/

G14/033/74/PDF/G1403374.pdf?OpenElement 

accessed 31st August 2015

34. Global Alliance for Tax Justice and others 

“Advancing human rights through tax justice” 

accessible at http://cesr.org/article.php?id=1694

35. Global Alliance for Tax Justice and others 

“Advancing human rights through tax justice” 

accessible at http://cesr.org/article.php?id=1694

36. See case examples such as ActionAid (2012) 

“Calling time” accessible at http://www.actionaid.

org.uk/sites/default/files/doc_lib/calling_time_

on_tax_avoidance.pdf;  ActionAid(2013) “Sweet 

nothings” accessible at http://www.actionaid.org.

uk/sites/default/files/publications/sweet_nothings.

pdf

37. Please see the OECD/G20 BEPS action plan 

accessible at http://www.oecd.org/tax/beps-2014-

deliverables.htm  accessed 2nd September 2015 

38. See for example http://www.globaltaxjustice.org 

The new development 
agenda: Responsible 
tax policies
In the run-up to the 3rd UN Financing for Development Conference in Addis 
Ababa, tax was higher on the agenda than ever before. It was supported by 
global NGO campaigns, several side-events were held and tax became a key 
part of the final negotiations. 

The Addis Tax Initiative was announced at the conference and suppor-
ted by about 30 donors and ten international organisations, including 
the World Bank Group. It included several elements to support domestic 
resource mobilisation, including a call for the UN Global Compact to 
develop an 11th Principle on Tax.30  The UN Global Compact is an initi-
ative that aims to create a sustainable and inclusive global economy that 
delivers lasting benefits to all people, communities and markets.31  A call 
to include tax as a key principle is a clear sign that tax is considered part 
of the corporate responsibility agenda. Tax is also an integral part of the 
new Sustainable Development Goals under goal 17.32  The shift of focus 
from simply legal compliance towards the notion of “responsible tax” 
is clearly part of the new development agenda that is forming this year.
 
There are many reasons to support this. Domestic tax systems are the most 
sustainable way to raise revenue to finance the needs of society. It solidifies 
the social compact between the state and its citizens. Fiscal policies also have 
a direct bearing on human rights and so do the tax payments of private actors 
in society.33  This includes looking at corporate accountability. 34  

It is vital to ensure developing countries can progressively reduce their depen-
dence on foreign aid. Tax policy is one of the most effective instruments 
governments can deploy to generate the maximum available resources for 
the progressive realisation of economic, social and cultural rights, as they are 
required to do under international human rights law. 

Taxation also plays a key role in redistributing resources in ways that can red-
ress social, gender and economic inequalities, while also strengthening the 
bonds of accountability between the state and its people.35  However, MNCs 
can undermine this potential domestic resource mobilisation by aggressive 
tax planning through different jurisdictions and lowering their tax payments 
in developing countries.36 

The G20/OECD BEPS project37 and the calls for a new tax body38 are examples of 
ongoing efforts to improve the international tax regime. It is clear that the flaws in 
the regime are particularly affected developing countries. In the short term MNCs 
will still be able to exploit international tax rules to minimise their tax payments. 
Therefor, increased transparency, more effective safeguards and responsible tax 
behaviour will shape the revenue intakes of the near future. Currently, mere legal 
compliance is not sufficient to ensure responsibility in tax matters. 
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There is also increasing awareness of tax and corporate responsibility in the 
private sector. It focuses on risks to brand management and ultimately sha-
reholder value.39  Initiatives across a number of countries are highlighting 
the need for increased corporate responsibility in tax matters.40  Impact 
investors and regular investors are beginning to quantify and measure the 
risk that tax issues pose.41  As investors, DFIs should be at the forefront of 
this movement and begin thinking about how to respond to these evolving 
perceptions of tax and corporate responsibility. 

Even if there is not yet an internationally recognised definition of what con-
stitutes “responsible tax”, tax is now the new “frontier” in sustainability. The 
economic bottom line of corporate responsibility has long been underva-
lued and framed as primarily the fight against tax evasion, corruption and 
money laundering – in other words a simple question of legal compliance. 
However, it appears that aggressive tax planning, which might technically 
be legal but is very harmful, is a much bigger challenge. 

Development banks should take progressive steps to adapt their policies 
and practices to contribute to this new agenda, and communicate effectively 
about their efforts and engage in structured dialogue with their stakehol-
ders.

39. PricewaterhouseCoopers (PwC) “Chief 

executive survey 2014” accessible at http://www.

pwc.com/gx/en/ceo-survey/2014/tax-perspective.

jhtml accessed 31st of August 2015

40.  KPMG and CoVi initiative on “responsible 

tax for the common good” see http://www.

responsibletax.org.uk , Fair Tax Mark at http://

www.fairtaxmark.net , VBDO “tax transparency 

award” see http://www.vbdo.nl , IBIS “The tax 

dialogue on corporate responsibility” see www.

thetaxdialogue.org 

41. UNPRI see http://www.unpri.org/whatsnew/

pri-addresses-multinational-tax-avoidance/ ; 

FTSE4Good see http://www.ftse.com/products/

indices/FTSE4Good ; Triodos Bank https://www.

triodos.com/downloads/about-triodos-bank/

position-tax.pdf?audience=About%20Triodos 
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DFIs and responsible 
tax – fit for purpose?
 This section will analyse the responsible tax policies and reports of the 
three DFIs in question. At time of writing there is no agreed definition of 
what is “responsible tax policy”. This section will scrutinise whether the 
DFIs recognise the challenge that MNCs indulging in irresponsible tax pra-
ctices pose to domestic resource mobilisation.

It will look at the DFIs’ public communications and what structures and 
policies are currently in place that could be improved. The analysis will exa-
mine three broad areas from the perspective of tax being a key part of the 
new development agenda.

• Communication: Do the DFIs have public material recognising the 
need to go beyond legal compliance and investigate MNCs for signs of 
aggressive tax planning?

• Data collection and indicators: Are the DFIs monitoring tax as part of 
the project outcomes?

• Policies: Do the DFIs have effective transparency, safeguards and 
responsible tax policies in place? 

COMMUNICATION

Accessible and clear communication on tax and development is important. 
In light of the new development agenda it should go beyond legal com-
pliance and tackle aggressive tax planning. It should send a strong signal 
to the ultimate beneficiaries of DFI investments that there is a keen focus 
on contributing to domestic resource mobilisation, and that responsible 
tax behaviour is expected. The amount of communication devoted to a 
topic indicates the importance the institution attaches to it and can give 
an insight into the DFIs’ view of it. Reporting the tax contributions of DFI 
clients allows stakeholders to judge the success of investments and evaluate 
governments’ revenue from corporate taxes. 

• DFIs should include aggressive tax planning or irresponsible tax 
behaviour in their analysis of challenges to domestic resource mobi-
lisation, as well as its potential for negative impact on human rights. 

• They should engage their staff proactively in exploring how best to sup-
port better domestic resource mobilisation and responsible tax prac-
tices among partners and clients of the banks – with a focus on MNCs 
– by systematically improving their analysis.

• DFIs should report in a timely and clear manner on the government 
revenue generated as a result of its investments, to enable local stake-
holders, citizens and politicians to evaluate their effectiveness. 
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42. Please see EU Transparency Directive, 

accessible at http://register.consilium.europa.

eu/doc/srv?l=EN&f=PE%2037%202013%20INIT 

accessed 2nd September 2015 and EU Capital 

Requirements Directive IV accessible at http://

ec.europa.eu/finance/bank/regcapital/legislation-

in-force/index_en.htm accessed 2nd September 

2015

43. Please see the OECD/G20 BEPS action plan 

http://www.oecd.org/tax/beps-2014-deliverables.

htm accessed 31st August 2015

DATA COLLECTION AND INDICATORS

In order to communicate the results effectively and generate internal reflec-
tions on the most effective policies, quality data needs to be collected. This 
should happen at ex-ante stage as well as ex-post. It should broadly cover 
statistical data about the types of investments, the actors’ size and nature 
(SMEs or MNCs) and their contribution to government revenue. This 
should be done with the same level of attention as is given to the number of 
jobs generated and the rate of return on investments – other common ways 
that DFIs report the results of their investments. 

The amount of taxes paid is a relatively easily quantifiable measure but 
should not be too simplified. It would need to capture that investments 
might not yield returns (and generate corporate tax which is only relevant 
for profits) in the very first years. Looking at tax payments and comparing 
these to other financial and non-financial information allows DFIs to make 
a more qualitative analysis of whether the level of tax payments seem to 
correspond well with the investee’s operations, or if it raises any red flags 
with regards to abusive tax strategies.

• DFIs should gather sufficient data on tax payments and expected 
tax payments of their investments and investment subjects (notably 
MNCs).

POLICIES

DFIs should not only seek to fulfil the basic due diligence requirements to 
avoid investing in companies that engage in illegal behaviour. They must 
recognise that harmful tax practices, although they might be legal, can also 
undermine efforts to reduce poverty and have negative impacts on human 
rights.

DFIs should screen for these structures and practices, set a good example 
and request the best transparency practices from their partners. DFIs have 
a unique opportunity – and a responsibility as development actors – to 
encourage more transparency and higher responsibility in tax matters. 

A significant tool for deterring clients that have abusive tax planning pra-
ctices is to require that they publicly disclose key figures and accounting 
data. This type of transparency regulation, known as country-by-country 
reporting, already exists for certain sectors such as the extractives and the 
banking sector in Europe.42  It is being discussed for all sectors, including 
tax.43

DFIs must require companies to have responsible tax policies. The policies 
should be public and explain how a company approaches high-risk inter-
national tax planning issues, such as the use of tax havens or low-tax juris-
dictions in their company structure. This can be crucial in revealing the 
company’s risk appetite and tax responsibility levels, which are key elements 
for any investor to assess before committing funds. 
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44. See more on the problematic use of tax havens 

in Eurodad (2014) “Going offshore” accessible at 

http://www.eurodad.org/goingoffshore accessed 

31st August 2015

45. The World Bank Group (2013) “Financing For 

development post 2015” accessible at https://

www.worldbank.org/content/dam/Worldbank/

document/Poverty%20documents/WB-PREM%20

financing-for-development-pub-10-11-13web.pdf 

accessed 31st August 2015

46. IFC “Annual report 2014”: p. 93 

The DFIs themselves must avoid the use of tax havens in their investment 
structures because this can legitimise their role in facilitating aggressive tax 
planning.44

DFIs (and financial intermediaries) should develop effective safeguard poli-
cies to ensure they can only give funding to tax-responsible MNCs who:
•  Publicly report country-by-country
•  Have a responsible tax policy that distances themselves from harmful 

tax practices
•  Engage openly and in a transparent manner with their stakeholders on 

tax issues
•  Are transparent about beneficial ownership and company structure.

Meanwhile the DFIs themselves should ensure that they: 
•  Have an effective Non-Compliant Jurisdiction (or tax haven) policy that 

triggers appropriate action
•  Distance themselves from the use of tax havens. When use of a haven 

is vital for an investment to happen,  clearly explain why, and what the 
ambitions are to move it into the country of actual investment

•  Have a vision for what should constitute a responsible tax policy that 
MNCs can mirror or seek guidance from.

Analysing the categories of communication, indicators, and policies shows 
to what extent the institutions are fit for the task of increasing domestic 
resource mobilisation by encouraging responsible tax practices from the 
MNCs the DFIs have as clients or partner with.

INTERNATIONAL FINANCE CORPORATION (IFC) OF THE 
WORLD BANK GROUP

COMMUNICATION ON RESPONSIBLE TAX  
AND DEVELOPMENT

The IFC has quite significant levels of communication about domestic 
resource mobilisation and the importance of tax. Its analysis of the challen-
ges to this area of revenue gathering is quite comprehensive. The report by 
the World Bank Group on “Financing for development post 2015” articulates 
both the potential that lies in increased transparency, but also the particular 
challenges that powerful MNCs pose to tax bases in developing countries 
when they engage in abusive transfer pricing schemes or negotiate large tax 
credits. It also explicitly comments on the difficulty in drawing a clear line 
between what is illegal behavior and what is “irresponsible”.45  This under-
lines the view that part of the challenge is ensuring that MNCs themselves 
choose a responsible approach and don’t merely observe legal compliance. 

The IFC has ensured communication about the tax revenue of its clients in 
its annual reports since at least 2012. In its latest annual report, from 2014, it 
articulates its view on sustainability. It also includes a financial and an eco-
nomic dimension, in addition to the environmental and social.46  The IFC 
also reports on tax payments to governments by the clients in the extractives 
sector, aligned with the Extractive Industry Transparency Initiative (EITI). 
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TAX INDICATORS

The IFC includes taxes in its ex-post indicators. The Independent Evalu-
ation Group (IEG) carries out the ex-post evaluations for the IFC using 
the Development Outcome Tracking System (DOTS). DOTS has four key 
performance areas measuring the development outcome of a given project. 
One of these areas is economic performance, under which there is a speci-
fic indicator called taxes and other payments. 47 The IFC does not have an 
ex-ante indicator for tax. 

POLICIES ON RESPONSIBLE TAX, TRANSPARENCY AND SAFE-
GUARDS 

The IFC has policies for due diligence. These include a policy for their enga-
gement with offshore financial centres (OFCs).48  The IFC adopted its policy 
on the use of OFCs in 2011, largely following the OECD global forum dire-
ction on how to define an offshore jurisdiction. This policy has received 
broad criticism from NGOs in relation to its definitional scope, but also 
its inadequate transparency requirements.49  Concerning tax policies more 
broadly, the IFC emphasises the role of tax compliance and underlines the 
commitment to this through its due diligence procedures.50 

Regarding transparency, the IFC applies its access to information policy. 
That specifies that it will not publicly disclose any information given to 
them in confidentiality about its clients.51  However, recently the debate has 
begun about the World Bank disclosing the beneficial owners of the bidding 
projects for contracts.52

For financial intermediaries, the policy is that they should meet the same 
due diligence procedures and sustainability requirements as for funds 
channeled directly from the IFC. However, in practice it is questionable to 
what degree this is enforced. Recent reports have revealed very concerning 
examples of practices with significant impacts on human rights of commu-
nities around the world.53

AFRICAN DEVELOPMENT BANK (AFDB)

COMMUNICATION ON RESPONSIBLE TAX  
AND DEVELOPMENT

The challenge of illicit financial flows (IFFs) and domestic resource mobi-
lisation is a theme that figures in many of the AfDB’s public documents 
ranging from annual reports54 to more long term strategies such as Group’s 
Governance Strategic Framework and Action Plan (GAP II) 2014 – 2018. 
The focus is on money laundering and fighting IFFs, without further expan-
ding on the role of abusive tax practices in their definition of IFFs nor how 
the AfDB plans to fight it. However, a strategy and action plan on the pre-
vention of IFFs in Africa is forthcoming from the bank. An AfDB paper 
from 2010 on domestic resource mobilisation, shows more understanding 
of the role of corporate responsibility rather than just tax law compliance. 
This paper also underlines the importance of the spending of these tax reve-

47. IFC, “Measuring IFC results – indicators” 

available at http://www.ifc.org/wps/wcm/connect/

topics_ext_content/ifc_external_corporate_site/

idg_home/monitoring_tracking_results/

effectiveness/measuring_ifc_results-indicators, 

accessed 7th September 2015 

48. IFC “Due diligence” http://www.ifc.org/wps/

wcm/connect/corp_ext_content/ifc_external_

corporate_site/what+we+do/due+diligence 

accessed 31st August 2015

49. Eurodad (2014) “CSO letter to IFC calls for 

immediate review of policy on tax havens” 

accessible at http://eurodad.org/Entries/

view/1546203/2014/05/08/CSO-letter-to-IFC-calls-

for-immediate-review-of-policy-on-tax-havens 

accessed 31st August 2015; Eurodad (2014) “Going 

offshore” accessible at http://www.eurodad.org/

goingoffshore accessed 31st August 2015

50. Written communication with IFC management

51. IFC (2012) “Access to information policy” 

accessible at http://www.ifc.org/wps/wcm/

connect/98d8ae004997936f9b7bffb2b4b33c15/

IFCPolicyDisclosureInformation.

pdf?MOD=AJPERES  accessed 31st August 2015  

52. Reuters (2015) “World Bank wants to stop 

anonymous firms winning contracts” accessible at 

http://www.reuters.com/article/2015/06/08/us-aid-

worldbank-contracts-idUSKBN0OO2D520150608 

accessed 31st August 2015

53. Oxfam (2015)”The suffering of others” 

accessible at http://www.brettonwoodsproject.

org/wp-content/uploads/2015/04/ib-suffering-of-

others-IFC-financial-intermediaries-020415-en.pdf 

accessed 31st August 2015

54. Notably in 2008, 2012 and 2013.
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55. AfDB (2010)“Domestic resource mobilisation 

across Africa:  Trends, challenges and policy 

options” accessible at  http://www.afdb.

org/fileadmin/uploads/afdb/Documents/

Publications/C-10%20Note%202%20English%20

%28final%29_for%20posting%202.pdf accessed 

31st August 2015

56. AfDB, “annual report 2014”: table 5.2 p. 69

57. See more at www.gfintegrity.org 

58. GFI “Illicit financial flows and the problem of 

net resource transfers from Africa 1980-2009” 

accessible at http://www.gfintegrity.org/report/

report-net-resources-from-africa/ accessed 7th 

September 2015

59. Written communication with the AfDB

60. AfDB (2013) “Supporting the transformation 

of the private sector in Africa. Private 

sector development strategy 2013 – 2017”: 

p. 17, accessible at http://www.afdb.org/

fileadmin/uploads/afdb/Documents/Policy-

Documents/2013-2017_-_Private_Sector_

Development_Strategy.pdf accessed 31st August 

2015 

61. AfDB “Financial intermediaries policy” 

accessible at http://www.afdb.org/fileadmin/

uploads/afdb/Documents/Procurement/Project-

related-Procurement/GFA09_Financial%20

Intermediaries.pdf accessed 31st August 2015; 

AfDB “AfDB adopts integrated safeguard system” 

http://www.afdb.org/en/news-and-events/article/

afdb-adopts-integrated-safeguards-system-12743/ 

accessed 31st August 2015

nues as critical for accountability, and touches on questions of fairness and 
increased transparency.55

The AfDB reports on government revenue generated from private sector 
development as part of their overview of “how well the AfDB is contribu-
ting to Africa’s development”.56 

In 2013, the AfDB and Global Financial Integrity, a think tank known for its 
work on measuring IFFs57, launched a report about the amount of IFFs from 
Africa. The report is accompanied by a long list of policy recommendati-
ons. They included requiring information of beneficial ownership, coun-
try-by-country reporting, and detailed deposit information from banks and 
tax havens58  The AfDB also co-organised a side event at the 3rd Financing 
for Development Conference in July 2015 with the OECD on fighting IFFs. 

TAX INDICATORS

The AfDB has used the Additionally and Development Outcomes Asses-
sment (ADOA) framework, when assessing the development outcome 
ex-ante, since 2008. The assessment has seven development categories. One 
of these, government benefits, assesses the change in tax and other reve-
nues, as well as the quality of the deal from concessional agreements, inclu-
ding those for extraction of natural resources. 

The ex-post evaluation framework that the Independent Development Eva-
luation (IDEV) group undertakes does not seem to be publicly available. 

POLICIES ON RESPONSIBLE TAX, TRANSPARENCY AND SAFE-
GUARDS 

In 2006, the AfDB and other leading multilateral institutions developed a 
Uniform Framework for Combating Fraud and Corruption in Bank Finan-
ced Activities. The framework provides for a harmonised strategy, includ-
ing standardised definitions of prohibited practices in its operations and the 
mutual recognition of debarment by member signatories. According to the 
AfDB, the forthcoming Integrity Due Diligence Policy and Guidelines will 
further provide for a more structured process to identify, assess, mitigate, 
manage and monitor integrity risks in banks’ non-sovereign operations.

The AfDB does not yet have a policy on investments from so-called tax 
havens or low-tax jurisdictions. However, one is forthcoming.59

The AfDB’s private sector strategy specifically refers to developing better 
definitions for acting as responsible taxpayers when using financial inter-
mediaries.60  Currently, the Integrated Safeguards System applies also to the 
financial intermediaries, but does not explicitly mention taxation.61
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62. IDB (2014) “Private sector with purpose: Stories 

of development”: p. 7, accessible at 

http://idbdocs.iadb.org/wsdocs/getdocument.

aspx?docnum=39427784 accessed 31st August 2015

63. IDB (2013) ”Development in the Americas” 

accessible at http://www.iadb.org/en/research-

and-data/dia-development-in-the-americas-idb-

flagship-publication,3185.html?id=2013 accessed 

31st August 2015

64. IDB (2013) “Development in the Americas” 

accessible at http://www.iadb.org/en/research-

and-data/dia-development-in-the-americas-idb-

flagship-publication,3185.html?id=2013 accessed 

31st August 2015

65. IDB “Regional development goals” http://deo.

iadb.org/2014/en/results/table-a/ accessed 31st 

August 2015

66. Information acquired from the IDB

67. IDB (2010) “Access to information policy” 

accessible at http://idbdocs.iadb.org/wsdocs/

getdocument.aspx?docnum=35167427 accessed 1st 

September 2015

INTER-AMERICAN DEVELOPMENT BANK (IDB) 

COMMUNICATION ON RESPONSIBLE TAX  
AND DEVELOPMENT

The IDB stands out for its limited systematic communication on dome-
stic resource mobilisation. There is no mention of the importance of tax 
or government revenue generated as a result of the IDB investments in its 
annual reports or sustainability reports. However, the amount of taxes paid 
by clients is shown in the report “Private sector with purposes – stories of 
development”. 62

However, it seems that understanding of the issue, and the importance and 
transformative potential of fiscal policies generally, is developing within the 
DFI and in the region. In 2013, the IDB flagship publication “Development 
in the Americas” concerned itself with taxation.63  The report entitled “More 
than revenue: Taxation as a development tool” clearly recognises the impor-
tance of taxation and the challenges facing it. In the report, the focus is 
placed on the recent growth of tax revenue, but also the large potential that 
remains to be unleashed. The focus is on how fiscal policies could do much 
more to tackle some of the challenges in the region, such as inequality. This 
is very encouraging. However, analysis of the role of aggressive tax plan-
ning is largely absent. While tax evasion is referred to as one of four large 
obstacles, tax planning and avoidance is only briefly touched upon. 64

TAX INDICATORS

The IDB includes “taxes paid to governments” in its results framework 
both ex-ante, throughout the implementation through project supervision 
reports, and ex-post as part of its evaluation. From 2014, it has included 
this in the development effectiveness system. More specifically, it aims to 
measure the ratio of actual to potential tax revenues. However, a proxy is 
used due to unavailability of data and the proxy is the actual tax revenue 
collected (percentage of GDP).65

POLICIES ON RESPONSIBLE TAX, TRANSPARENCY AND SAFE-
GUARDS AGAINST ABUSIVE TAX PRACTICES  

The IDB apply their “Non-Sovereign Guaranteed Operations Use of 
Foreign Entities Guidelines” with regards to the use of offshore financial 
centres (OFCs). They are mandatory for all private sector operations. When 
triggered, they require additional due diligence, mitigation of risks and 
disclosure. This includes looking for indicators that a structure could be 
used to, or was designed to, evade taxes, carry out abusive tax practices, 
launder money or engage in other improper activity associated with OFCs. 
It also includes evaluating the potential impact the structure could have on 
taxes collected in the project host country.66

The information gathered on ultimate beneficial owners emanates from the 
“Integrity and Due Diligence Guidelines”. However, in accordance with their 
access to information policy they do not release this information to the public.67
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Part of the selection criteria for companies touch upon related issues and 
have potential for going beyond legal compliance issues and encouraging 
greater responsibility in tax matters. For example, it is required that com-
panies have a transparent corporate governance structure. But there is no 
further public information on what this means or how it manifests itself in 
practice.68

 

FINDINGS AND EXAMPLES OF BEST PRACTICE

None of the DFIs assessed seem to clearly differentiate between the various 
actors under the umbrella of the “private sector” when it comes to relea-
sing information on their investments. In a time of high political and media 
attention on MNCs and their tax planning activities, it is very concerning 
that the DFIs are not able to express how much of their portfolio goes to 
MNCs and what other types of support they give to them. This informa-
tion should be made publicly available. The DFIs should be able to give a 
comprehensive analysis of the role of the different types of private sector 
actors in development. The increased focus on SMEs as the backbone of job 
creation, should not draw away attention from MNCs and the structural 
challenges of aggressive tax planning.

The AfDB and IFC both communicate an understanding that it is MNCs’ 
responsibility to decide how aggressive they want to be on tax, which is 
clearly positive. For the DFIs, as for any other investor, this should be of 
serious interest as it can significantly impact risk assessments and ultima-
tely shareholder revenue. 

The IDB seems to lag a little further behind in their analysis of the role of 
harmful tax planning in undermining development needs and outcomes, 
but it is a positive that a flagship publication was devoted to the broader 
topic. 

All three banks could do more to explicitly recognise that more corporate 
responsibility and transparency in tax matters is needed and clearly signal 
that their safeguards and policies will reflect this. 

All three DFIs could do more to put this into practice. They could develop 
their safeguard policies and new policies demanding more insight into 
MNCs’ accounts. They should also ask for responsible tax policies from the 
MNCs they partner with as well as public country-by-country reporting. 
A responsible tax policy should include clear narrative statements on how 
the company approaches high-risk issues in tax matters such as the use of 
OFCs in their corporate structure, hybrid loan arrangements and setting 
of transfer pricing and company specific tax holidays. The list of high-risk 
issues is ever expanding. This list of issues should be developed in dialogue 
with key stakeholders. 

The DFIs should generally distance themselves from the use of OFCs and 
instead work towards creating investment environments in the countries 
where the investment will end. Generally, the safeguards and policies to 
encourage more responsible tax payments beyond legal compliance are 

68. IDB ”IDB sustainability and safeguards for 

private sector finance” accessible at  

http://idbdocs.iadb.org/wsdocs/getdocument.

aspx?docnum=39367428 accessed 2nd September 

2015; IDB “Integrity and accountability at the IDB”  

http://www.iadb.org/en/about-us/integrity-and-

transparency,6104.html accessed 2nd September 

2015;IDB “About IDB private sector financing”  

http://www.iadb.org/en/resources-for-businesses/

faq-about-idb-private-sector-financing,5775.

html?#workingwithIDBGroup accessed 31st 

August 2015
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absent from all three DFIs. A great task lies ahead for them to develop these 
and effectively implement them. Adapting to the new development fra-
mework provides a great opportunity for this to happen.

In terms of indicators, all banks appear to have some framework for moni-
toring tax payments as part of their projects. The IFC reports on this in 
their annual reports which is very positive. However, only the AfDB has an 
ex-ante evaluation. It is also the only one that states expected and delivered 
numbers for the past three year period. This expected and delivered data 
enhances the bank’s transparency and accountability because the reader can 
evaluate the AfDB’s performance. 

Generally, more progress is needed. Explicitly including tax payments in 
project evaluations, both ex-ante and ex-post, sends an important signal to 
businesses seeking investments. In future, the DFIs should consider that the 
amount of taxes paid is a relatively easily quantifiable measure but can be 
misleading to look at too simplistically. Numerical value does not give any 
indication of the effective tax rate unless it is put in relation to the overall 
size of profits and turnover of clients’ operations. Looking at tax payments, 
and comparing these to other financial and non-financial information, 
allows DFIs to make a more qualitative analysis of whether the level of tax 
payments seem to correspond well with the investee’s operations, or if it 
raises any red flags.

Overall the DFIs do not currently devote enough effort to the fight against 
aggressive tax planning or encouraging responsibility in tax matters from 
their private sector clients and/or partners. While all three banks, to diffe-
rent degrees, show understanding of the issue in their publications, their 
policies and practices do not match the issue’s importance especially in light 
of the new development agenda. 
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Conclusion and 
recommendations 
CONCLUSION

DFIs are at the centre of the cross-section between leveraging the private 
sector for development projects and development aid. Given this central 
role and the increased funds they administer, it is crucial that they, as pub-
licly financed institutions, demand the highest degree of corporate respon-
sibility and sustainability from their partners and clients. 

This also applies to their contribution to domestic resource mobilisation – a 
key priority of the new development agenda – and their ability to ensure 
and promote responsible tax practices and safeguard against harmful ones. 
The DFIs’ efforts in this area need to be significantly improved. There is no 
question that a strong and effective approach to responsible tax by public 
institutions is clearly a priority for the immediate future, but it is currently 
largely absent. 

RECOMMENDATIONS 

RECOMMENDATIONS FOR GOVERNMENTS  
MANAGING DFIS: 

•  Underline their support for the agenda of responsible tax policy
•  Underline that DFIs are impact investors that must back investments 

with the greatest social, environmental and economic impact, to sup-
port poverty eradication and human rights

•  Mandate that DFIs take an active role in promoting responsible tax 
practice and policy and more effectively safeguard against harmful tax 
practices

•  Require that DFIs dramatically improve their analysis of tax and cor-
porate responsibility, their indicators for tax payments, their safeguard 
policies against harmful tax practices, and the impacts that implemen-
tation will have on development and human rights.

RECOMMENDATIONS FOR DFIS: 

•  Gather better data of their impacts on domestic resource mobilisation 
and report on this more systematically for the public and board. This 
should include a more sophisticated analysis of what type of private 
sector actors they partner with or have as clients, and how they relate 
to the domestic resource mobilisation agenda. 

•  Develop effective safeguard policies ensuring the DFI can only partner 
with or give funding to tax responsible MNCs (this includes financial 
intermediaries themselves and should be applied by financial interme-
diaries) who:

• Use public country-by-country reporting
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• Have a responsible tax policy that distances the DFIs from harmful 
tax practices

• Engage openly and in a transparent manner with their stakehol-
ders on tax issues

• Are transparent about beneficial ownership and company struc-
ture.

• Have an effective Non-Compliant Jurisdiction (or tax haven) 
policy for their own operations that triggers appropriate action 
and distances them from the use of tax havens. When a tax 
haven is absolutely imperative for an investment to go forward, 
it should be explained why, and what the ambitions are to move 
it into the country of the actual investment

• Develop a vision for what should constitute a responsible tax 
policy that MNCs can mirror or seek guidance from

• Engage their staff proactively to support better domestic resource 
mobilisation and responsible tax practices among partners and 
clients of the banks – with a focus on MNCs – by systematically 
developing and improving their analysis of the issue.
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