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Democratic Republic of Congo

* No other country ¢ Few counties in

in Africa has such Africa have such
an impressive overwhelming
concentration & governance,
diversity of natural  infrastructure &
wealth development

challenges



Political economy background

Major international efforts * Political & economic
to rebuild the state since power is controlled by

2001 (dominated by peace- the PrESidenti_ .
building) Parliament & judiciary

have little say

e Administrative
shortcomings

National budget: +/- S5
billion

Economy is informal & * Informal taxation is

secretaive the real enemy

Poor rankings in ‘Doing  Weak state but strong
Business’ reports society



In a resource-rich country like the
DRC, governance & state-building
initiatives need to be embedded in
improved natural resource
management



A vicious circle is firmly in place

Poor natural resource
management handicaps efforts to
rebuild the state, but because the

state is wealk, it cannot regain
sovereignty over its natural capital



Mineral wealth
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Nl Congo has over

1,100 different
Kinds of minerals,
including strategic
W Coal Coltan

+ Cobalt <7 Diamonds m I n e ra I S .

©) Tin <:> Copper
Bol @ Gold




Congo is home to the
~ second-largest tropica
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More than half of Africa’s fish &
water are located in the DRC



DRC’s hydro-electric potential could
light up the entire continent



Oil is Congo’s third most important export earner
(11%) after copper (51%) and cobalt (30%) but well
ahead of diamonds (3.4%) and gold (1.2%).




Natural resource management
suffers from a sector-specific bias.
The policy landscape is dominated
£ by silo initiatives.
~ Although development planners —
agree that an integrated approach

in necessary, it is conceptually

difficult to design & implement.



Integrated natural resource management

. ‘ lt; is ‘-‘imposs‘l bI'E%:fo’ ;ESIg n wa bIe fo rest r\# pd“hues
" without making linkages with the energy and -

| agrlculture sectors because land clearing for
food & fuélwood are the primary drivers of
deforestation

* Industrial mining needs hydropower.






Implications for environmental fiscality

e ‘No taxation * |In the broader
without context of the
representation’. democratic

process, we could
reservse the logic -
no representation
without taxation.



Implications for environmental fiscality

* VAT put into place ¢ Mining companies

in 2012 to & petroleum
Increase state distrubtors main
reevenues. contributors.

e What lessons can
be drawn from
this mechanism?



Implications for environmental fiscality

The 2002 Forest Code
and the October 2005
presidential decree lay
the foundation for
sustainable
management. However, P8
the too-ambitious termsjgs
of the Code have =\
squeezed out
companies that pay
taxes or try to respect
social clauses.




Implications for environmental fiscality

Industrial logging contributes around 1 % to the
national economy (6 times less than Cameroon).

The problem is the state’s inability to collect taxes and,
if are collected, its unwillingness to transfer the money
into the appropriate government channels, so — not

necessarily the absence of taxable revenues
themselves.

Tax legislation and regulations are inadequate with poor
coordination by different collection agencies.

Payment methods that are not transparent have
prevented reliable disclosure of real tax amounts.



Implications for environmental fiscality

* National revenues e Taxes collected but
collected by the largely unreported.
central government
through specialized
structures; mainly
OFIDA (customs and
(ef>;ce|§ea’;a dx), DGRAD from central
commissions), DGI gO\]!e{fanngnt
and DGE (income untainiied.
tax).

* Retrocession
requirements (Art
175) to provinces



Implications for environmental fiscality

Civil society can
contribute to
improving fiscal
management but
needs training &
incentives to do
SO.




Concluding question

If we agree that an integrated natural
resource approach in DRC is
necessary to regain sovereignty & to
better manage the resource base, are
fiscal mechanisms prerequisites or
the foundation for subsequant
benefits?



In a resource-rich country like the
DRC, governance & state-building
initiatives need to be embedded in
improved natural resource
management



... governance & state-building
initiatives need to be embedded in
the smart mix of improved fiscal

policy



