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Introduction

Maintaining the effectiveness of a public finance framework is more important to ensure a more predictable volume of budget allocation, reduced fragmentation of revenue sources, adequate budget execution, transparency and higher tax liability. Public finance management is a hotly debated and lively topic on public finance capacities and reforms, especially in developing countries. The importance of public finance management stems from the central role that public finances play in a democratic state that wishes to develop. The application of a strategic fiscal policy, based on transparent fiscal management, is essential to support public services intended to finance economic growth. Indeed, the transparency of public finances testifies to the proper functioning of a system based on the authorities' obligation to account for their actions. In this order, a transparent and efficient public finance framework helps to strengthen the authorities' commitment to the population.

However, many countries struggle to effectively mobilize their income and manage their spending intelligently, it is not a new phenomenon that the government of the Democratic Republic of Congo (DRC) receives much less of its GDP in revenue, and this
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The irony is that it finds pleasure in continuously increasing its public spending without thinking about the strategy of increased revenue mobilization, when the enormous needs in infrastructure and in economic development seem a major concern for the country through its emergency to l horizon 2035. Faced with growing vulnerabilities Due to uncertainty and economic non-diversification, the country is expected to rely more on sustainable sources of finance, which means that increasing income may be one of the factors. of the most urgent public challenges in the DRC.

To be effective, revenue mobilization strategies must be supported by a well-designed tax policy implemented by a competent tax administration. In addition, implementing tax administration reforms as part of a short-, medium-and long-term plan would be a successful strategy. Finally, policies aimed at improving governance, fighting corruption, and ensuring the efficiency and transparency of public spending can provide strong incentives for taxpayers to pay their taxes, which would ultimately help improve revenue mobilization. In this context, the reflections presented here aim to provide an overview of a diagnostic framework on public finance management in the DRC, to help identify problems and propose reforms.

Thus, the paper is structured in a first section which deals with the problem of the management of State expenditure and a possible solution, then a second section analyzing the issue of effective revenue mobilization and finally `` a last section which outlines to rethink the methodology of the analysis and estimation of the linear relationship between economic growth and public revenues. The document ends with a brief conclusion.

Public expenditure management : A daily exercise

Public finances remain the most important political elixir for influencing the economic and social priorities of the country within the limits of the meager revenues available to the government for public spending. These must be used effectively and efficiently.

The excessive accumulation of uncontrolled public spending is one of the most common problems in the management of public finances in the DRC. As shown in Figure 1, public expenditure continued to increase at a rate not supported by revenue, involving the practice of monetary financing, a practice legally prohibited by law, in particular to avoid spillover effects on the economy. macroeconomic and monetary instability and social tensions. We need to rethink the way we manage our spending wisely for a sustainable promotion of the economy.

Faced with this structural problem, the Government should opt for overall fiscal discipline requiring overall expenditure control, with expenditure estimates based on In addition, effective allocation must take place at different levels within government, the allocation of resources between policy areas and / or line ministries involves appropriate arrangements at the ministerial level and between ministries to formulate policy choices. and decide on sectoral financial envelopes. The allocation of resources between programs, projects and strategic activities requires both appropriate arrangements within the line ministries for the formulation of the sector policy and adequate technical capacities within the agencies and for the selection of programs, most profitable projects and activities. In addition, technical efficiency should mainly concern the operational level and depend on the arrangements made to implement programs within expenditure units on the basis of an effective and efficient budget management framework.

Increasing the mobilization of public revenue: utopia or reality?

The poor mobilization of public revenue is generally attributed to low levels of income, institutional factors and a shallow and underdeveloped financial system, elements which are generally difficult to act on in the short and medium term. Figure 2 shows the difficulty of the DRC in mobilizing much more revenue, and the underdeveloped nature of the budgetary framework which is stammering to exceed the take-off target (13% of GDP) in order to get the fiscal reforms off to a good start. It is often assumed that it would therefore be difficult, if not unrealistic, to expect a significant and lasting increase in revenue mobilization. This increased mobilization of internal resources is thus presented as a challenge to be met and an action to be taken to remedy the DRC's resource deficit. Without being exaggerated, we suggest four main reasons why the country's fiscal framework does not generate higher income :

1. Internal political factors: The Government does not give priority to the mobilization of tax revenue, and sometimes it recommends it timidly, by not mentioning the difficulties encountered in the reform of this system including the stakeholders (certain taxpayers, the tax administration or policy makers) benefit more. In addition, since tax collection is part of a system of political negotiation, it is necessary to examine the prospects for reform from a political economy perspective.

2. Administrative constraints : DRC faces the double challenge of the lack of modern infrastructure, such as more sophisticated computer systems and land registers, and the weak capacity of the tax authorities due to the lack of qualified personnel. However, the development of training and capacity building for new and existing staff, coupled with resources to invest in modern infrastructure, should help increase the amount of taxes collected.

External political factors :

The country is subject to the constraints of multinationals, certain tax rights of multinational companies operating in the country having effectively been lifted by bilateral tax treaties. Aggregate estimates of the magnitude of the problem are not available, but we intuitively describe the problem. In addition, the tax losses resulting from tax evasion by
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Profit shifting and other types of tax evasion are a real concern in the Congolese extractive sectors, particularly in the mining sector. Estimates of fiscal losses in the extractive sectors need to be calculated and show that the losses are significant and that this makes the country as vulnerable as possible. However, taxing progressive gross income rather than taxing corporate profits can make the system less vulnerable to profit shifting;

Congolese government typically offers various tax exemptions in order to attract investment, which reduces tax revenue. The problem with this practice in the DRC is that these exemptions do not seem to lead to an increase in investments and therefore constitute a pure loss of income. The problem is also that these exemptions are often used for political reasons and therefore risk being linked to corruption. One obvious solution to this problem is to abruptly abolish the exemptions. If this is politically difficult, the negative effects of exemptions could be mitigated by making the system transparent, either by establishing rules on exemptions firmly spelled out in laws and regulations, or by publicly disclosing information about exemptions.

4. Structure of the economy : DRC is characterized by a weak tax base, an informal market structure, very weak and undiversified economic activity, which makes taxation difficult and tax rates low. Broadening the tax base may be politically more feasible than increasing tax rates. In addition, efforts to include the informal sector in the tax net can have a positive indirect impact by helping to improve governance and accountability.

Public financial management is very political, but so are many things the government has to do. There is no reason to believe that the political obstacles to reform are unusually high in the tax area. There are smarter levers to sustainably increase tax revenues 1 :

✓ Build trust and demonstrate the effectiveness of public action:

For the mobilization to work, citizens must have confidence in the government. This is because people have proof that their hard-earned money is being invested wisely and that they will ultimately benefit from taxpayer funded projects. For this, public spending must be transparent. This can start with the adoption and publication by the There is a high degree of mistrust in the country, the remedy for this would be for the government to mobilize new resources for projects with significant benefits for all, such as building new schools can go a long way in restoring confidence. , improving public services will strengthen public confidence with, as a corollary, a reduction in tax evasion and an increase in public revenues. In doing so, the level of performance of public officials will be maintained, establishing a virtuous circle based on trust and concrete results.

✓ Focus on simplicity :

A complex tax system fosters a culture of evasion and opens the door to corruption.

No wonder tax evasion has deprived the country of several thousand dollars of revenue a year. A reduction in the number of payment transactions and the time required to meet obligations could lead to a decrease in tax corruption. Simplifying the tax code can encourage very small and medium-sized enterprises to join the formal taxable sector. It can also make the environment more predictable for international investors, resulting in more transactions and more tax revenue.

Thus, in the interest of advancing the fiscal framework, the government should apply more than one tax per tax base and / or merge some taxes.

✓ Implement digital :

The simpler the tax system, the easier it will be to introduce electronic tax payment.

More and more, the world is dominated and reformed by the digital revolution. Thinking about an online reporting system framework for companies would optimize the number of hours needed to prepare and send documents.

For the digitalization of processes to be effective, the DRC must now tackle the obstacles related to telecommunications infrastructure. But once the basic structures are in place, they can continue to progress by combining paperless taxation with other innovative approaches, including digital identification, online finance, computerized invoice and payment tracking. turnover that taxpayers will only have to verify.

Strengthening the money transfer system -M-Pesa, Orange money, Equity banking -could benefit the efficiency of the tax framework, by allowing taxpayers to pay their taxes via these platforms.

✓ Adopt a long-term vision :

DRC should jointly implement revenue administration measures and tax policy reform Indeed, we clearly believe that a broad mobilization of tax revenues can be achieved and sustained, bearing in mind the three lessons below 2 :

❖ Tax reform requires above all a real political and social commitment;

❖ It is based on global strategies establishing a strong link between the object and target of the taxation, and the method of taxation; ❖ It must be developed and designed with a long-term perspective.

Public revenue and economic growth : No linear correlation in DR Congo ?

The theoretical prediction that the proportion of government revenue collected in the form of taxes tends to increase continuously as countries get richer has proven to be one of the strongest and oldest empirical propositions in economics. Indeed, empirical and in-depth analyzes systematically show that the growth of the GDP (the structure of the national economy) explains a large part of the variations in tax levies and therefore in public revenues.

There is no doubt that DRC is fortunate to have many natural resources, but the excessive dependence of its mining revenues for the economic development of the country leaves much to be deserved. This excessive dependence of DRC on mining revenues to the total detriment of other sources of income is not sustainable due to fluctuations in the international commodity market which, in most cases, have plunged the country into structurally deficit budgets. The Congolese tax administration and tax practice must be structured to meet economic objectives since the government's annual budget is focused on the mining sector. While denouncing the low productivity of the Congolese tax system, the weaknesses of the tax administration and the collection system, the complexity of the laws and the apathy of those who are not part of the tax net, were identified as root causes. The weak dynamism of the fiscal engine.

Many Congolese economists and politicians have complained about the lack of a linear relationship between increased domestic production and increased public revenue.

Several analyzes show that there is no increasing linear correlation between these two variables. For many the problem is fiscal, there is a weakness on the mobilization side and the revenue channel -as many like to use the term. However, it is difficult for some macroeconomists to clearly define this correlation for the case of the DRC, certainly because they do not go into the shadows to refine this analysis and even less because they limit themselves to the general aspects of this analysis. Theoretical prediction that an increase in production would automatically be accompanied by an increase in government revenue in the same year. This is the crux of the problem of identification, mining revenues have a systemic weight in the structure of public revenues.

It would therefore be necessary to take into account their mode of profit, because in this perspective of reflection, the revenues of companies dependent on raw materials have generally paid tax from year (t) to the following year (t + 1) because of the time it

gives them. This amounts to testing this linear relationship dynamically and not statically, i.e. economic growth for the current year (t) and revenue for the previous year (t-1). Figure 3 estimates this dynamic relationship, and it turns out that the linear relationship exists and increases. 

Conclusion

This note aims to reflect on a good framework for public finance management in R&D.

Congo. The diagnostics predict inefficient and uncontrolled management of public expenditure, inefficient mobilization of revenue, although linked to certain economic and political factors. In doing so, it would make more sense to rethink tax reform strategies, which would require real and committed action from all stakeholders and a longterm perspective.

  , and the ability to set and implement fiscal targets. Experience shows that the starting point for budget formulation should be the preparation of a stable macroeconomic framework.
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