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Introduction

Sustainable development, a crucial global endeavour, seeks to meet the needs of the present
without compromising the ability of future generations to meet their own needs.’ The
Sustainable Development Goals (SDGs) serve as a comprehensive blueprint, comprising 17
interconnected goals, to address pressing challenges ranging from poverty eradication and
hunger to environmental preservation and social equity. The achievement of the SDGs
requires the collective efforts of governments, organizations, and individuals. Activist Malala
Yousafzai asserted, "We cannot all succeed when half of us are held back."* One critical
aspect that often goes unnoticed is the role of taxation and its impact on the allocation of
resources for public services. The successful realization of these goals hinges upon efficient
tax systems that mobilize resources for public services, which play a pivotal role in driving
progress towards the SDGs.

This paper explores the correlation between governments' tax policies, social inequality, and
the hindered achievement of the SDGs. It highlights the adverse effects of corruption,
regressive taxation, and misallocation of funds on public service provision and underscores
the significance of progressive taxation, transparency, accountability, and international
cooperation in advancing sustainable development efforts. By prioritizing tax allocations to
public services, promoting inclusive policies, and engaging civil society, countries can create
a more equitable and just world, aligning with the overarching objectives of the SDGs.

The Nexus: Taxation, Social Inequality, and SDGs

The Importance of Tax Allocation to Public Services

The allocation of taxes to public services is of paramount importance as it ensures the
provision of essential infrastructure, healthcare, education, and social welfare programs.
President Franklin D. Roosevelt once remarked, "The test of our progress is not whether we
add more to the abundance of those who have much; it is whether we provide enough for
those who have too little."* In Scotland, tax allocation to public services has resulted in
accessible healthcare through the National Health Service (NHS) and high-quality education
through well-funded schools and universities.® This investment has contributed to a higher
standard of living and greater social mobility. Conversely, in Uganda, inadequate tax allocation
to public services has resulted in underfunded healthcare facilities, limited access to
education, and inadequate social welfare programs, exacerbating poverty and hindering
sustainable development.® Proper tax allocation therefore plays a big role in shaping the
quality of public services and the overall well-being of citizens.

Social Inequality as a Barrier to SDG Achievement

Social inequality, characterized by disparities in income, education, and access to resources,
poses significant challenges to the achievement of the SDGs. In Sweden’, where tax
allocations to public services prioritize social welfare, the low level of social inequality
contributes to higher educational attainment, better healthcare outcomes, and reduced
poverty rates, aligning with SDG targets such as quality education®, good health and well-
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being®, and no poverty'. On the other hand, in Brazil'', where social inequality is pervasive
due to inadequate tax allocations to public services, the lack of access to quality education
and healthcare perpetuates cycles of poverty and undermines progress towards the SDGs.
This hinders the advancement of targets related to reducing inequalities'? and eradicating
poverty ®. Consequently, addressing social inequality through targeted tax allocations is
crucial for fostering inclusive development and ensuring the attainment of the SDGs.

Linking Taxation, Social Inequality, and SDGs: A Comprehensive Framework

Taxation and the provision of public services are closely linked in a symbiotic relationship.
Taxes collected by governments are a significant source of revenue used to fund essential
public services such as healthcare, education, infrastructure, and social welfare programs.
The level and efficiency of taxation directly impact the quality and accessibility of public
services available to citizens.

Social inequality, on the other hand, refers to the unequal distribution of resources,
opportunities, and wealth among individuals and groups within a society. As Warren Buffett,
the renowned investor and philanthropist, famously stated, "There's been class warfare going
on for the last 20 years, and my class has won.""* This disparity hinders progress towards the
SDGs as it leaves marginalized communities behind, preventing them from fully participating
in and benefiting from development initiatives.

The framework connecting taxation, social inequality, and SDGs illustrates how progressive
taxation, which imposes higher rates on higher incomes, can address social inequality by
redistributing wealth and resources to support marginalized populations. This, in turn,
contributes to SDG targets related to reducing inequalities'® and eradicating poverty'®.

Furthermore, addressing tax evasion and ensuring transparency in tax systems bolsters
government revenue, allowing for more investment in public services that uplift disadvantaged
communities and advance SDG objectives.'” By leveraging taxation as a tool for equitable
resource allocation, governments can create a more inclusive society and foster sustainable
development, aligning with various SDGs like quality education', good health and well-
being'®, and decent work and economic growth?.

In essence, a comprehensive approach that promotes fair taxation, combats social inequality,
and prioritizes public service provision is vital in achieving the SDGs and fostering a more just
and sustainable future for all.

The Impact of Corruption on Tax Allocations and SDGs

Corruption: A Detriment to Public Service Provision

Corruption poses a significant detriment to public service provision by diverting resources
meant for the public good and undermining the effectiveness and efficiency of service delivery.
According to the 2022 Corruption Perceptions Index managed by Transparency International,
it was estimated that over $1 trillion is paid in bribes each year globally, resulting in resources
being siphoned away from essential public services.?' This diversion of funds hampers
infrastructure development, healthcare accessibility, and education quality, perpetuating social
inequality and hindering progress towards the SDGs. In Nigeria, corruption has led to
dilapidated healthcare facilities, inadequate educational resources, and limited access to
clean water, leaving vulnerable populations without essential services.? Furthermore,
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corruption erodes public trust, diminishes government legitimacy, and undermines public
service effectiveness, as resources are misallocated based on personal interests rather than
the needs of the entire population.

Misallocation of Funds: Diverting Resources from Public Services

Misallocation of funds occurs when resources intended for public services are diverted or
allocated inefficiently, resulting in adverse effects on service delivery. One example of
misallocation is the embezzlement of public funds, as highlighted in the case of the 1Malaysia
Development Berhad (1MDB) scandal in Malaysia, where an estimated $4.5 billion was
misappropriated.? This directly impacted public services such as healthcare, education, and
infrastructure development, as the diverted funds could have been utilized to improve and
expand these critical sectors. The misallocation of funds leads to inadequate funding,
dilapidated infrastructure, inadequate staffing, and reduced access to essential services,
thereby perpetuating social inequality and hindering sustainable development efforts.

Addressing Corruption: Enhancing Transparency and Accountability

Enhanced transparency and accountability in addressing corruption play a pivotal role in
achieving the SDGs. By promoting transparency in public financial management, countries
can ensure that resources are allocated efficiently and effectively towards SDG priorities. In
Ghana, the introduction of the Public Financial Management Act?* aimed to enhance
transparency and accountability in the allocation of public funds, resulting in improved
resource allocation towards sectors such as education and healthcare, contributing to SDG
targets of quality education®® and good health and well-being?,?’. Similarly, initiatives like the
Extractive Industries Transparency Initiative®® have helped countries like Norway and Nigeria
ensure transparency in revenue flows from extractive industries, contributing to sustainable
economic growth ?° and reduced inequalities ** . Through strengthening accountability
mechanisms, such as independent auditing and anti-corruption commissions, countries can
effectively deter corrupt practices, protect public resources, and promote trust in institutions.*'
These measures not only foster good governance but also contribute to SDG targets of
accountable and inclusive institutions ® . Therefore, by prioritizing transparency and
accountability in addressing corruption, countries can make significant strides towards
achieving the SDGs and creating a more just and sustainable world.

Tax Evasion: A Challenge to SDG Progress

Tax Evasion and its Implications for Public Service Funding

Tax evasion has a detrimental impact on public service funding, posing a significant challenge
to the achievement of the SDGs. In Greece, widespread tax evasion has contributed to a
decline in government revenue, limiting resources available for public services such as
healthcare and education.® This hinders progress towards SDG targets related to quality
education® and good health and well-being®. Similarly, in India, tax evasion has been a
persistent problem, leading to a significant tax gap and constraining funding for critical public
services, hindering efforts to reduce poverty®® and promote inclusive economic growth®’*,
Addressing tax evasion is vital to secure the necessary revenue to fund public services and
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advance the SDGs, emphasizing the importance of implementing robust measures to combat
tax evasion, enhance tax compliance, and promote fair and equitable resource allocation.

Regressive Taxation: Disproportionate Burden on the Poor

Regressive taxation, characterized by a higher tax burden on low-income individuals
compared to high-income individuals, creates a disproportionate burden on the poor,
exacerbating social inequalities and posing a significant challenge to the achievement of the
SDGs. In Uganda, the Fair Tax Monitor Report revealed that the reliance on regressive
consumption taxes, such as value-added tax (VAT), places a heavier burden on the poor who
spend a larger proportion of their income on basic necessities®. The Report indicated that
indirect taxes which contributed 64.42% of Uganda's total tax revenue in the financial year
2020/21 have a big effect on low-income earners, especially women. This regressive tax
structure hampers efforts to reduce poverty*® and combat inequality*'. Similarly, in Pakistan®?,
the reliance on indirect taxes disproportionately affects the poor, hindering progress towards
SDG targets related to eradicating poverty**, ensuring quality education**, and promoting
gender equality*®®. Addressing regressive taxation is crucial to alleviate the disproportionate
burden on the poor, promote social inclusion, and advance the SDGs, emphasizing the need
for progressive tax reforms and targeted social policies to create a fairer and more equitable
society.

Reforming Tax Systems for Equitable Resource Allocation

Implementing potential reforms in tax systems is crucial to ensure equitable resource
allocation and address the challenge to achieving the SDGs. One effective approach is to shift
towards progressive taxation, where higher tax rates are imposed on individuals with higher
incomes, reducing income inequalities and generating additional revenue for public services.
Sweden's tax system*, characterized by progressive taxation, has contributed to its robust
welfare state, supporting high-quality education and healthcare, and aligning with SDG targets
of quality education*” and good health and well-being*®. Another reform is reducing reliance
on regressive taxes, such as value-added tax (VAT), and introducing exemptions or reduced
rates for essential goods and services, ensuring that the burden does not fall
disproportionately on the poor. This approach has been adopted by some countries like
France, where reduced VAT rates are applied to basic necessities, mitigating the impact on
low-income households and promoting social inclusion. Additionally, enhancing tax
compliance through improved enforcement measures and closing loopholes can help
generate additional revenue, which can be allocated towards public services, poverty
reduction *°, and infrastructure development ®*. When these tax system reforms are
implemented, countries can foster more equitable resource allocation, promote social justice,
and contribute to the achievement of the SDGs.

Case Studies and Empirical Evidence

The Effects of Corruption on Tax Allocations and SDG Achievement

Corruption can have severe effects on tax allocations and hinder progress towards SDG
achievement, as exemplified by a comparison between Nigeria and Denmark. In Nigeria,
widespread corruption has resulted in misallocated funds and reduced tax revenue available
for public services®'. Consequently, critical sectors such as healthcare and education suffer
from chronic underfunding, impeding progress towards SDG targets like good health and well-
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being ®? and quality education *® . Moreover, corruption diverts resources away from

infrastructure development and poverty reduction efforts, hindering the achievement of SDGs
related to sustainable cities and communities® and no poverty® .

In contrast, Denmark serves as a compelling example of overcoming corruption to advance
SDG objectives. Denmark is consistently ranked among the least corrupt countries globally,
with strong anti-corruption measures and transparent governance®. This environment has
fostered effective tax allocations to public services, contributing to Denmark's high-quality
healthcare, robust education system, and social welfare programs. The emphasis on
transparency and accountability in Denmark's tax system has boosted public trust and
increased tax compliance, resulting in more resources being available for sustainable
development initiatives. As a result, Denmark has made significant strides in achieving various
SDGs, such as gender equality®” and clean water and sanitation®®.

This comparison underscores the critical role that addressing corruption plays in ensuring
efficient tax allocations and advancing SDG objectives. Through deliberate initiatives to
combat corruption, countries can mobilize resources more effectively for public services,
fostering equitable development and progress towards the SDGs.

Tax Evasion and Its Impact on Social Inequality and SDGs

In the words of Kofi Annan, "Tax avoidance, tax evasion, and corruption are significant barriers
to human development."*® Tax evasion can significantly exacerbate social inequality and
hinder the achievement of SDGs, as illustrated by a comparison between Brazil and Sweden.
In Brazil, widespread tax evasion and an informal economy have led to a substantial tax gap,
resulting in limited resources for public services and social programs®. This has deepened
social disparities, with vulnerable populations facing reduced access to education, healthcare,
and basic services, hampering progress towards SDG targets like quality education®' and
reduced inequalities®?.

On the other hand, Sweden's robust tax compliance and progressive tax system have played
a crucial role in reducing social inequality and promoting sustainable development.®® The
country's commitment to progressive taxation, with higher rates for higher incomes, has
facilitated more equitable resource allocation. As a result, Sweden has achieved significant
progress in areas such as gender equality®® and good health and well-being®®, with high-
quality public services available to all citizens.

The comparison between Brazil and Sweden underscores the critical importance of
combatting tax evasion to address social inequality and promote SDG attainment. By
enforcing tax compliance and implementing progressive tax reforms, countries can mobilize
sufficient revenue to invest in inclusive social policies, levelling the playing field and creating
a more equitable society. Consequently, this fosters progress across multiple SDGs, leading
to a more sustainable and prosperous future for all.

Lessons Learned: Successful Strategies for Combating Corruption and Tax Evasion

Successful strategies to combat corruption and tax evasion offer valuable lessons for countries
seeking to improve governance and promote sustainable development. Strengthening anti-
corruption institutions, as exemplified by Sweden and Denmark, is essential. Specialized
bureaus and courts focused on combating corruption create a dedicated and independent
approach to investigate and prosecute offenders, fostering transparency and accountability.
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Incentivizing whistle blower programs, as seen in Nigeria and certain developed countries,
empowers individuals to report corruption and aids in recovering stolen assets, demonstrating
the importance of providing rewards and protections to encourage reporting.

Enhancing tax compliance measures, as exemplified by countries like Sweden, proves crucial
in reducing tax evasion. Stricter regulations and enforcement mechanisms help close tax
loopholes and promote tax compliance, resulting in increased revenue collection and a more
equitable tax system. Moreover, promoting transparency and accountability is paramount. By
ensuring that tax allocation and spending are transparent and subject to public scrutiny,
governments can build public trust, encourage citizen engagement, and foster effective fiscal
policies.

Finally, international cooperation plays a vital role in addressing tax evasion and corruption.
Initiatives like the Base Erosion and Profit Shifting®® (BEPS) project demonstrate the
significance of collaborative efforts between countries. By closing tax loopholes and
preventing profit shifting to low-tax jurisdictions, countries can create a fairer global tax system
and mobilize resources for sustainable development. Incorporating these lessons into their
governance and tax policies, countries can strengthen their efforts to combat corruption and
tax evasion, ensuring more effective resource allocation and advancing progress towards the
SDGs.

Promoting Policy Reforms for SDG-Driven Taxation

Strengthening Legal Frameworks and Institutions

Strengthening legal frameworks is a pivotal policy reform to promote SDG-driven taxation, with
a focus on two key areas: progressive tax structures and comprehensive anti-corruption
measures. Implementing progressive tax reforms, inspired by successful models like
Sweden's, would ensure a more equitable distribution of tax burdens, supporting SDG targets
such as reduced inequalities®” and quality education®. By levying higher rates on higher
incomes, governments can generate additional revenue to fund essential public services and
social programs, fostering sustainable development and societal well-being.®®

Complementing progressive tax reforms, the implementation of comprehensive anti-corruption
measures, akin to Denmark's specialized anti-corruption institutions and whistle blower
programs, is essential for promoting transparency and accountability. As Christine Lagarde
stated, "Without accountability, good governance is a hollow promise."” By creating dedicated
entities to investigate and prosecute corruption cases, countries can bolster public trust in the
tax system and ensure that tax revenues are directed towards SDG priorities. Additionally,
robust anti-corruption measures contribute to the advancement of SDG 16, emphasizing
peace, justice, and strong institutions, as they discourage corrupt practices and promote
ethical governance.

Incorporating these policy reforms into legal frameworks would fortify efforts to combat tax
evasion and corruption, channeling more resources towards achieving SDG-related objectives
such as clean water and sanitation”’ and affordable and clean energy’®. Transparent and
accountable governance, coupled with international cooperation as demonstrated by the
BEPS project, would further enhance the efficacy of SDG-driven taxation, facilitating progress
towards the broader vision of sustainable development. By prioritizing legal reforms that
support progressive tax structures and anti-corruption initiatives, countries can create a fair
and efficient tax system that empowers societies to build a more inclusive, equitable, and
sustainable future for all.”
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Enhancing Cooperation and International Efforts

International cooperation and collaboration are crucial in addressing taxation challenges,
especially in the context of globalization, where financial activities transcend borders. Taxation
issues such as transfer pricing, tax avoidance, and the use of tax havens demand coordinated
efforts among countries to establish fair and effective tax systems.” Working together allows
nations to close loopholes and prevent multinational corporations from shifting profits to low-
tax jurisdictions, ensuring that companies pay their fair share of taxes. An existing example of
such cooperation is the BEPS project initiated by the OECD.”® This project aims to tackle tax
challenges related to the digital economy and aggressive tax planning by multinational
enterprises. By fostering a coordinated international tax framework that curtails tax avoidance
practices, the BEPS project can lead to revenue gains for countries, particularly in developing
regions, contributing to increased resources for public services, infrastructure development,
and poverty reduction efforts. Ultimately, this collaborative approach aligns with the
overarching goals of the SDGs, such as No Poverty’®, Good Health and Well-being”’, Quality
Education’®, and Industry, Innovation, and Infrastructure”, and promotes a more equitable
and sustainable global economy.

Empowering Civil Society and Public Participation

The significance of civil society engagement and public participation in driving policy reforms
towards the achievement of the SDGs cannot be overstated. Civil society organizations and
active public participation play a critical role in holding governments accountable, advocating
for inclusive policies, and ensuring that the voices and needs of marginalized communities are
heard and addressed.?’ Nelson Mandela once emphasized, "Education is the most powerful
weapon which you can use to change the world."®" By involving citizens in decision-making
processes, policy reforms become more transparent, inclusive, and responsive to the actual
needs of the population. This participatory approach fosters a sense of ownership and
commitment to the SDGs, leading to more effective and sustainable implementation of
policies. Moreover, civil society acts as a bridge between governments, private sectors, and
communities, facilitating collaboration and partnerships that enhance the collective effort
towards achieving the SDGs. Therefore, civil society engagement and public participation
serve as catalysts for driving transformative policy reforms that can create a more equitable,
just, and sustainable future for all.

Conclusion

There is an intricate nexus between taxation, social inequality, and the achievement of the
SDGs. Failure to allocate taxes to public services creates social inequality, undermining SDG
progress. The adverse effects of this include limited access to education, healthcare, and
essential services, particularly in countries like Uganda, where misallocation of funds poses a
significant challenge to SDG implementation. Additionally, corruption exacerbates the burden
on the poor, hindering equitable resource allocation. On the other hand, progressive taxation,
transparency, and accountability measures can address corruption and social inequality, as
exemplified by successful initiatives in countries like Sweden and Denmark. International
cooperation, exemplified by the BEPS project, is vital in tackling taxation challenges and
supporting SDG advancement. Civil society engagement and public participation are crucial
drivers of policy reforms that align with SDG objectives, ensuring transparency, inclusivity, and
sustainable development efforts. Generally, by adopting effective tax policies and embracing
collective efforts, nations can work towards a fairer, more equitable, and sustainable world in
pursuit of the SDGs.
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Prioritizing tax allocations to public services is paramount for achieving the SDGs. Effective
taxation policies can bridge social inequality gaps, ensuring equitable access to education,
healthcare, and essential services. For instance, in Scotland, tax allocations to public services
have resulted in a higher standard of living and greater social mobility, aligning with SDG
targets related to quality education® and good health and well-being®. In contrast, countries
like Uganda, with inadequate tax allocations to public services, face significant challenges in
reducing poverty®* and promoting sustainable development. By investing in public services,
governments can address social disparities, promote inclusivity, and contribute to achieving
the SDGs, fostering a more equitable and prosperous future for all.

Comprehensive efforts to combat corruption, reform tax systems, and promote sustainable
development are imperative. Corruption undermines tax revenue collection, resulting in
misallocated funds and limited resources for essential public services. By implementing robust
anti-corruption measures and enhancing transparency, countries can foster effective tax
systems that generate revenue for sustainable development initiatives. Progressive tax
reforms, exemplified by success stories in developed countries like Sweden, ensure more
equitable resource allocation, reducing social inequalities and advancing SDG targets. By
addressing corruption and reforming tax systems, governments can create an enabling
environment for sustainable development, ensuring the efficient allocation of resources, and
fostering a more just and prosperous society in pursuit of the SDGs.
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