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DOMESTIC RESOURCE MOBILISATION: THE CONCEPT

Resource Mobilisation (RM) — in social sciences, is an approach that emphasizes the importance of acquiring
resources and mobilising people to achieve goals of social movements.

RM theory focuses on the assets and capacities of the aggrieved (developing nations) to explain the rise,
development and outcomes of social movements.

Therefore, the different types of resource mobilisation include financial resources, human resources; social
resources, and the mobilisation of resources through interorganisational relations, or inter-governmental relations
or what is now frequently called “partner countries or partner institutions”

Domestic Resource Mobilisation (DRM) as Resource Mobilisation, is in development literature or
discourse, a process through which countries, especially low to middle-income ones and their own
to provide for their development (sustainable development).

The literature’s framing of the DMR is particularly important: It implies that a nation’s development fortunes-
economic and social, are dependent on the scarce FUNDS collected (raised) from various sources.

The word “mobilise” is itself consistent with the notion that funds or monies are available, however only requiring
the necessary , and combined with to ensure sustainable development



DOMESTIC RESOURCE MOBILISATION: THEORETICAL ROOTS

In development discourse, Domestic Resource Mobilisation is fairly new — requiring more development
However, as currently conceptualised, DMR has antecedents in the extensive literature on savings, investment & growth.

Literature on savings, investment and growth stretches back to classical economics, with few modifications during this-neo-classical era. In
other words, DMR is framed from within the neo-classical economic thought.

Classical/Neo-classical theory postulates that investment is determined by saving (meaning domestic savings or foreign savings
imported as FDI, ODA, loans etc - hence the phrase * and their own ;

This implies that economic growth and development, according to neo-classical theory, is financed by saving or international philanthropy,
aid, international capital markets etc. Hence the mobilisation of these types of funds.

Therefore, DMR, as promoted by the IMF, World Bank, OECD, the UN’s Financing for Development, UNECA and the AU rests on this
neoclassical theoretical premise.

DMR, in this conception and theoretical premise has been described as synonymous with increase policy space, sustainable economic
growth, debt retrenchment, domestic ownership of development strategies, and reduce aid independence etc



DMR AND FINANCING FOR DEVELOPMENT

As a concept, the popularisation and prominence of DMR goes back to the 2002 UN’s Monterrey Consensus on Financing
for Development Conference in Mexico .

DRM was called for in the Consensus Declaration, Monterrey, and was reaffirmed at the
Doha Review Conference in November 2008.

The 2015 Addis Ababa Action Agenda reaffirmed that mobilisation and effective use of domestic resources, underscored
by the principle of , are central to achieving the sustainable development goals.

The , which flowed from the 2015 UN Financing for Development Addis Ababa Agenda enshrined
global DRM aspirations, prompting an acceleration of DRM-related technical assistance and programmes.

US Government agencies and more than 30 countries and organizations formed the Addis Tax Initiative. The initiative is a
commitment to enhance the mobilisation and effective use of domestic resources in partner countries and improve the
fairness, transparency, efficiency and effectiveness of their tax systems.

In public resource mobilisation, taxation occupies a central role in building states and shaping their ties and
accountability to society. Consequently TAXATION is the major focus for financing of development in Africa.



DRM: CONTEMPORARY POLICY APPLICATION AND FOCUS

= UNECA (2016) says that the implementation of Agenda 2030 and the AU’s Agenda 2063 hinge on Africa’s ability to
mobilise sufficient, predictable and timely financial resources- through:

= enhanced revenue administration through modernized, progressive tax systems,

» improved tax policy,

= more efficient tax collection as well as addressing illicit financial flows

= African countries also need effective tax frameworks for monitoring the extractive industries to maximize the benefits
from the region’s natural resource wealth.

= UNECA further says: Development partners have a key role in assisting African countries enhance the effectiveness of
domestic resource mobilisation agenda through providing effective financial and technical support to enhance tax
capacity-building efforts and improve tax administration in priority areas defined by African countries.

= Brazil G20: IMF/World Bank joint initiative on DRM focuses on : and , and strong
public debt markets.

= The primary focus of DMR is taxation.

= The basic premise is that for sustainable growth, poverty reduction etc to take place, it is essential that a coherent,
dynamic and process takes root in Africa. Taxation is at the centre of this.

=—However, there is no historical precedent that points to taxation as the . Yet developing
countries are encouraged and directed towards DRM'’s taxation as the way out of “capital deficiency.



CHALLENGES OF THE THEORETICAL BASIS AND POLICY FOCUS OF DRM

= The neoclassical theory upon which DRM policy recommendations are based is flawed:

» |tis not saving that determine investment. It is investment that creates (determines) saving.

» Investment is a consequence of financing, not necessary of funding.

» Therefore, mobilising savings from households, firms and government (funds) is a circular process that is
unsustainable and leads to reliance on foreign partners (debt)- hence the promotion of public debt markets

which encourages financial extraction to the Global North.

» The process of capital accumulation, so essential for growth and development, is not a consequence of taxation
(the focus of DRM), it is a result of financing.

‘By the scale and the terms on which it is prepared to grant loans, the banking system is in a position, under a regime of representative money, to
determine — broadly speaking — the rate of investment by the business world’ (CW V, p. 138).



RECONCEPTUALISING (REFRAMING) DOMESTIC RESOURCE MOBILISATION
“TAXES FOR REVENUE ARE OBSOLETE”

1. Economic growth, which the contemporary DRM seeks to achieve through taxation, is financed by/ credit creation
(money creation) through domestic banking systems, not through taxation.

2. Banks, which the contemporary DRM assumes are not relevant to capital accumulation, are not intermediaries of
loanable funds, they are manufactures of money/credit- which finance development.

3. Money, which the contemporary DRM assumes is a creature of markets, is a creature of statute and therefore a
creature of State (government). Therefore, through a network of State Banks, such as those in Germany, China etc,
governments can create money for development, not mobilise funds through taxation. Taxation be used for equity.

= A global financial architecture based on domestic banking system, not reliant on international financial markets, as
the current DRM assumes, should inform a new international monetary and financial architecture.

» The contemporary DRM should be reframed as “Domestic Resource Creation & Mobilisation” with domestic
banking at the centre of such financial resource creation (capital accumulation). It is capital accumulation through
domestic banking systems that is/was the main source of growth in US, Europe, East Asia etc.

= FFD should now focus/emphasize on domestic resource creation (domestic banking systems) for
capital accumulation.
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