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Introduction
Income inequality is one of the most pressing socio-economic issues in Sub-Saharan Africa. While some countries have had periods of economic growth, wealth is still unevenly distributed, and the average Gini coefficient in the region remains at around 0.4 to 0.45, indicating high inequality (World Bank 2024). This means that over 40% of the population lives below the international poverty line of $2.15 daily. This affects many issues ranging from access to healthcare to basic public services.
One of the major factors to this is inequitable taxation systems. Many countries rely on indirect taxes such as value-added tax (VAT) as a significant component of their total revenues. Even though VATs are an efficient source of revenue, overreliance on it can cause inequality, since it disproportionately affects low-income individuals and households who spend a higher proportion of their income on consumption compared to higher income groups. Additionally, weak tax administrations limit the impact of direct taxation, which contributes to only 3 to 5% of the GDP. Tax evasions and illicit financial flows cost the region $50 to 90 billion annually, further worsening the issue

Definition of Key Terms 
Equitable taxation
Equitable taxation is a system where tax rates increase as income levels rise, based on horizontal equity (people in the same income group should pay the same amount of taxes) and vertical equity (people in different income groups should pay different taxes).
Illicit financial flows
	Illicit financial flows refer to the illegal movements of money or capital from one country to another through corruption, tax evasion, and money laundering.
Gini coefficient
The Gini coefficient, also referred to the as the Gini index, is a way to measure income inequality within a population, ranging from 0 (perfect equality) to 1 (perfect inequality), based on the Lorenz curve comparing cumulative income shares.
Tax evasion
	Tax evasion is the illegal non-payment or under-payment of taxes, usually by deliberately underreporting income or falsifying information.
Sub-Saharan Africa
	Sub-Saharan Africa refers to the region of the African continent south of the Sahara Desert. The United Nations Development Program (UNDP) lists 46 countries including Nigeria, Kenya, Ethiopia and South Africa, with a population of over 1.2 billion people.
Value-added Tax (VAT)
	Value-added tax is a consumption tax collected by manufacturers, wholesalers and retailers in the form of a percentage added to certain products or services. It is charged at different stages of production and distribution and finally paid by the consumer. The same rate applies to all consumers, regardless of their income level.

Background
Historical development of taxation systems
During the colonial period, colonial governments taxed mainly for extracting resources and not income inequality (Gwaindepi, 2023). These taxation systems were more focused on consumption and labour, which unequally affects local populations. After their independence, newly formed governments had limited tax bases and lacked the resources and political stability to reform these systems and continued to suffer from indirect taxation and the use of debt as a financial tool.
In the post-independence period, several attempts were made in various countries to address the issue of poverty and inequality, but few successful due to weak enforcement and political instability, and even fewer countries were successful in their attempts. As a result, most governments still relied on indirect taxes and debt to fund services.

Economic structures and inequality
Many national economies in Sub-Saharan Africa largely depend on agriculture, natural resources, and other informal sectors. This creates an informal economy, meaning that it is hard to track income and tax, since many of these economies are unrecorded. In addition, the economic income from resources is often concentrated among a few individuals or businesses, making Sub-Saharan Africa prone to income inequality (UNDP, 2017).
Globalisation further worsens the situation. While foreign investment has helped some nations grow economically, the benefits of globalisation are not evenly distributed across the population, and multinational corporations sometimes have resorted to tax avoidance. This reduces the corporate tax revenue for host countries, and less tax income then results in fewer funds for public services (ICTD, 2025).
Social impacts of inequitable taxation
One major social impact of unequal is that it reduces trust in government institutions. Low-income groups face heavier tax burdens, while wealthier individuals often avoid taxation. This increases public dissatisfaction and lower trust levels in the government, leading to less tax compliance and weakened governance.
Inequitable also leads to increased poverty levels and vulnerability to economic shocks. Regressive taxes on essentials increase everyday expenses, especially impacting low-income households with limited savings. It also indirectly affects health and education, as some families may decide to cut spending on nutritious food or medical care due to taxes on basic goods. The financial strains from inequitable taxes also limit the children’s education, which leads to intergenerational poverty.

Major Stakeholders  
Governments of Sub-Saharan African states
National governments of each state are responsible for designing and implementing taxation policies. This includes improving the administration, compliance, and utilisation of the revenue gained in the provision of social services. However, governments often face challenges such as limited administrative capacity and political resistance to tax reform. South Africa has the highest level of income inequality with a Gini coefficient of around 0.63, and Namibia ranks close behind with a Gini coefficient of 0.59.
African Union (AU)
The African Union supports regional cooperation and economic integration in Africa. It promotes initiatives in matters of addressing inequality, countering illicit flows, and mobilizing domestic resources in fair taxation.
International Monetary Fund (IMF)
The IMF provides financial aid and economic advice to countries in Sub-Saharan Africa. It often encourages implementing tax reforms to improve revenue generation. However, its recommendations have faced criticism for inequality.
World Bank
The World Bank supports development projects and policy reforms focused on poverty reduction and inclusive growth. It provides technical assistance to improve tax systems and strengthen public financial management.

[bookmark: _Hlk169694737]Timeline
	Date
	Description of Event

	January 1st, 1963
	The Organization of African Unity (OAU) is established in Addis Ababa, Ethiopia, with the goal to promote unity and development among African states. This will later evolve into the African Union (AU)

	May 25th, 2001
	The African Union (AU) is founded, succeeding the OAU

	November 19th, 2009
	The African Tax Administration Forum (ATAF) is founded in Kampala, Uganda, with the goal of improving tax administration and domestic resource mobilization across Africa.

	July 10th, 2025
	ATAF launches the Revenue Action for Development in Africa (RADA) initiative during the FfD4 Conference in Seville, Spain, aiming to enhance fair taxation and counter illicit financial flows.



Previous Attempts to Solve the Issue  
The African Tax Administration Forum (ATAF) was founded on November 19, 2009, in Kampala, Uganda. It consists of 44 African states, and its main goal is to improve the capacity of tax administrations and mobilise domestic resources. It provides technical assistance and training, offering capacity-building programs to help African nations strengthen taxation policies.
Various countries in the region introduced progressive income-based taxation policies. For example, South Africa increased rates to up to 45%, which boosted the tax revenue from high-income groups, but tax evasion limited redistribution (International Tax Journal, 2026). Kenya has also expanded tax brackets from 2017 to 2020 by 15 to 20% while also reducing dependence on VAT. However, over 80% of employment was informal jobs, which reduced the effectiveness.
On July 10th, 2025, ATAF launched the Revenue Action for Development in Africa (RADA) initiative at the 4th International Conference on Financing for Development (FFD4) in Seville, Spain. RADA was created to boost fair taxation in African nations and combat illicit financial flows across the continent. It had four main pillars, digital infrastructure, agile support, capacity building, and inclusive governance. It promotes vertical equity and reduces VAT burden for low-income households and individuals. By late 2025, it has already assessed $230M and collected $217M.

Possible Solutions
Digital taxation systems can automate validation, assessments, and audits in real time, reducing administrative work through online payments and digital record keeping. This not only makes the process more efficient but also reduces the potential for human errors. These systems can be developed through international collaboration with Sub-Saharan governments and other countries worldwide. MEDCs can also provide funding, expertise and tech infrastructure for these systems, as well as support capacity building through Organisation for Economic Co-operation and Development (OECD) and UN frameworks. Important first steps are to assess current processes, train teams to manage these taxation systems and to design workflows.
	Having properly trained officials can greatly improve enforcement, since they can better spot tax evaders, and training can reduce corruption and administrative errors. This also leads to higher revenue collection from high-income groups, which reduces tax gaps and inequality. Additionally, training can reduce corruption and administrative errors. These training programs can be developed by national tax authorities in partnership with international organisations such as the IMF and World Bank, through establishing regional training centres in important Sub-Saharan cities like Nairobi and Johannesburg and collaborating with local universities to create tax administration courses so that training can start early. Other solutions include exchanges between countries with successful tax reforms, as well as incentive programs linking training completion to career advancement or certification.
	Strengthening progressive taxation systems is a practical solution to alleviate income inequality without affecting economic growth. This can be achieved through expanding income taxation in informal sectors by applying simple presumptive systems. In addition, marginal tax rates can also be raised for high-income individuals, similar to the system in South Africa, with a top marginal tax rate. Low-income groups can also be protected from VAT pressures by expanding VAT exemptions on essentials like food and medicine.

Appendix
IMF Regional Economic Outlook for Sub-Saharan Africa (October 2025) https://www.imf.org/en/publications/reo/ssa/issues/2025/10/16/regional-economic-outlook-for-sub-saharan-africa-october-2025
OECD Revenue Statistics in Africa https://www.oecd.org/tax/revenue-statistics-in-africa.htm
World Bank Domestic Revenue Mobilization in Sub-Saharan Africa https://www.worldbank.org/en/topic/taxes-and-government-revenue
International Monetary Fund (IMF) Tax Policy for Inclusive Growth in Sub-Saharan Africa https://www.imf.org/en/Topics/fiscal-policies
African Development Bank African Economic Outlook https://www.afdb.org/en/knowledge/publications/african-economic-outlook
Abdel Gwaindepi Taxation in the context of high informality: Conceptual challenges and evidence from Sub-Saharan Africa https://onlinelibrary.wiley.com/doi/10.1111/rode.13163
World Bank Taxation, Inequality, and Development https://www.youtube.com/watch?v=-1KxDDATSOQ
UNDP Africa Income Inequality Trends in Sub‑Saharan Africa https://www.youtube.com/watch?v=AQOePkhHqDI 
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