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CHAPTER ONE

1. INTRODUCTION

1.1Background of Taxation and Tax Reform

The history of taxation is very ancient and pastiffidrent stages in different countries of
the world. Encyclopedia of taxation the first onigdf taxation is from the Bible. In
Genesis, chapter 47, verse 24 says when the cropsn give a fifth of it to Pharaoh.
The other four-fifths you may keep as a seed ferfiblds and as a food for yourselves,
your households and your children which Josephtaléexd to the people of Egypt. This

tax was paid in kind that was a crop, not of moriBginted out in Gebrie, 2006)

The taxation system in Ethiopia has along histéddis Chamber Alliance Professionals
it was during Zerayacob time that the first taxtegsintroduced. The tax system was set
for those people who engaged in livestock productihis traditional taxation provides
for taxes on crops, livestock and livestock produkiunting taxes imposed, especially,

on elephant hunters in the form of ivory taxesdigated in Gebrie, 2006)

In Ethiopian taxation history many tax reforms maddifferent periods up to the current
time. ABC of Taxation in Ethiopia pointed out duwgirthe period of Haile Selassie
Regime (1942-1974) many tax reforms have done.irstance the first income tax low
of the country was enacted during this period. TRisrsonal and Business tax
proclamation number 60 Of 1944 Reform income taxatin that it provided a modern

structural and legal framework from the disorgadipemitive system.(Gebrie, 2006)
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Taxes during the Derg regime (1975-1991), the ipalitchange of 1975 brought the
abolition of the feudal land tenure system and kevof land taxes and the tithe. The
taxes imposed on health and education also caneslédhe remaining types of taxes
extensively amended and restructured by the Detdiguged until the Ethiopian Peoples

Revolutionary Democratic Front (EPRDF) amends ateewstructure and reform

The purpose of taxation is to mobilize the revereguired to finance public goods and
services. Since taxes have a pervasive influen@onomic decisions of individuals and
businesses, and on social equity, the tax systemldlachieve the appropriate level of
revenue as efficiently and fairly as possibl€axation plays a key role to development
for any country and governments impose many tygdasxes for different economical
and social objectives. One of the mechanisms irthvbountries raise revenue to finance
government spending on goods and services thatohastdemand is through taxation.
Hence to provide public goods and services the monent can only be done, if the
public pays taxes. The provision of public serviaad infra structure is a key factor for
economic development and growth, but many devetppountries fail to raise the tax

revenue required to finance their public expenditu

The history of taxation in developing countriesAdfica and Asia it is not less than that
of the taxation history of other developed coustié Europe and western countries, but
the development of taxation system is far away ras@nomic development in less
developed countries. In 2005, the average tax evea GDP ratio in the developed
world was estimated an average of 35%, in the dpusd countries it was equal to 15%,

and in the poorest of these countries tax reveragejust 12% of GDP.

Ethiopian Revenue and Customs Authority (ERCA, 80@ebsite indicated that in
many African countries, the ratio of tax revenueGomss Domestic Product (GDP)
exceeds 20% and is higher in developed countries.ifB Ethiopia, the current tax to

GDP ratio is about below 10%. This implies thataveloping countries like Ethiopia
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the capacity of generating its own tax revenue mg@kis very low. For instance World
Bank’s Africa data base (2004) cited in Moyi anchBe (2006) report of taxation and tax
modernization in Kanya shows that Kanya'’s tax rexeto GDP ratio has reached 18%,
which is greater than by more than 8%, when ttampared with Ethiopia’s tax GDP

ratio.

As far as taxation in urban local government iscewned now a day’s urbanization in
many developing counties has increasing at a hightsy with increasing financial
constraints to provide a rapidly growing demanduidran services. Mosha (2004) argued
that as a result of rapid urbanization, pressurarban services and facilities has become
a serious problem in many urban centers and jolortyppties offered by cities are too
few for the large numbers of new urban dwellersngaguently, the numbers of poor
people within urban areas are rapidly increasind #ms rapid urbanization is also
leading to serious environmental degradation, @aerly within and around large cities.
Therefore developing countries and countries inditeon facing fiscal deficits to finance
public expenditure; the consequence of these finhoonstraints is seriously reflected in
urban areas. These problems are also currentlyectetl in Ethiopia, with rapid
urbanization accompanied by high population growdtith poor urban service and
infrastructure development. Hence to mobilize adéguevenue form tax, tax reform is
basically necessitated.

The need for and definition of tax system reforns dafined by different authors from
different views. Tax Reform is an on going procegsch tax policy makers and tax
administrators continually adopting their tax sys¢eto reflect changing economic, social
and political situations. The other view Bird (2008oted that for many developing
countries, the immediate reason for Tax reform,lbesen the need to enhance revenue to
meet impending fiscal crisis. Also argued the majamcern of Tax Reformers has been
the need, to improve the equity of the tax strugtso as to make it comply more nearly

with prevailing views of what constitutes a faiswlibution of the tax burden and with the
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effects of taxation upon the functioning of the mmmy. Musgrave and Musgrave (1989),
Rao (1992)

In Ethiopian context the factors which necessitdbedneed to tax reform is the same as
the scholars’ argument. Described there are twoomaternal and external factors
/influence/ that necessitated tax reform in Ethiopia. The internal factors are the
realization by the Ethiopian Government which ie tbw yield of revenue, poor tax
administration and old outdated tax laws. The redefactors are also the influences by
the International Monitory Found /IMF/ and World ma which initiated major tax

reform programs in transition and developtogntries. Taddesse (2008)

Therefore the government of Ethiopia has starteglamenting tax reform program
beginning from 2002 to modernizing the tax systanthie Federal and Regional levels.
According to Ethiopia Public Sector Capacity BuilgiProgram Support Project PSCAP
(2008) the Tax Reform contains six sub programeséhare tax policy & legislation sub-
program, Presumptive taxation sub-program, taxgaydentification number sub-
program, Value Added Tax sub-program, Operationgtesns & procedures sub-
program and Organization and tax payer’s educaidn programs are the major reform

programs which are currently on going.

1.2. Statement of the Problem

The main sustainable revenue source for a governsteould be its own source of
revenue. This is practicable in developed countbesause they are raising revenue
which is capable for self financing but developoauntries are lacking. Ethiopia is one
of the many Sub-Saharan African countries foundgiaious circle of fiscal deficits and
relay on foreign loan and aid, due to poor taxemibn system that contributed for
inadequate revenue generation from which the cgigngconomy can produce. This
study is significant because domestic tax is thacgral and sustainable own source
revenue for government. The implementation of goremt plans and policies depends

on the amount of revenue collected. Beyond revagarerating, taxation plays a great
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role in a countries economical, social, politicapects and mainly stabilizing fiscal and
monetary policy. The development of efficient afifgé&ive tax system is a corner stone

in promoting the economic growth of the country.

In the IMF working paper report stated that in depeng countries the establishment of
effective and efficient tax system faces some fdahie challenges, like the structure of
the economy that makes it difficult to impose amdlect, the limited capacity of tax
collections and the poor quality of basic tax data the main factors. Tanzi and Zee
(2000)
To overcome the weak and inefficient tax collectiggolicy and tax lows the Federal
Democratic Government of Ethiopia and the Regigmlernments have designed a tax
reform program which is currently going on in thegess of implementation, but in the
process of implementation; there are challengesaieaffecting the reform program in
all levels of government collection capacity.
Therefore this study is significant for identifyirng examining the challenges that affect
tax reform in local levels and contribute some isgfor minimizing these challenges and
improve tax administration system to achieve tlierne objective. Moreover it may give
some highlights as a basis for further nationwide\s in this issue.
1.3. Research questions

1. Is the tax reform effectively implemented? What #re internal and external

challenges that affect the tax reform implementatiocountry?

2. How can be these challenges solved?

1.4 Specific Objectives

1. To assess the effectiveness of tax reform impleatiemtin country

2. To verify internal and external challenges affegtithe implementation of the

reform and

3. To provide possible suggested solutions to the challenges #satst for
achievement of reform objectives based on rebdardings.
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1.5 General Objective

The general objective of this study is to assess thallenge of tax reform
implementation in country and contribute possibtdutsons based on the research
findings that were assisting for the achievemeriiaxf Reform objectives. is The purpose
of this study is to identify the challenges thateef the tax reform implementation
program in country and contribute some inputs teroeme these challenges. Hence this
study useful for the achievement of the reform oliye to enhance revenue for the

overall development endeavor of the country.

2. The Resear ch Design M ethodology

The type of research design that was applied ferptirpose of this study is descriptive
method. Because this research is descriptive ittitiess or examines the challenges that
hinder the implementation and provide suggestedtisol to achieve the objective of
reform based on the research findings. Hence theinedl data has been collected and

analyzed using the methods given below.

2.1 Data Sour ce

The research was depending on both qualitativeCarahtitative types of data in order to
answer the research questions. The data sourcthiforstudy was both primary and
secondary which are collected through interview amdnd Authority archive files
respectively. To obtain the primary source of dataofficers and different categories of

tax payers used.

The source of secondary data was annual tax revespmt of city administration,

empirical data from website, tax reform manuals ather related sources had been used.

2.2 Sampling Techniques
From different sampling methods to make the samplee representative to population
the researcher want to use stratified random sagpind purposive sampling techniques

because of the nature of groups in the entire @diow. The tax officers of city
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administration and regional tax authority and ddfg categories of taxpayers of the city
were taken as population of the study because aaan give reliable and concrete data
better than this group for the purpose of this gtud

The tax officers of local and tax payers were gebbdby using random sampling
techniques and the respondents can be higher a$fiegind experts to obtain the real
problem because they know the nature of reseapib better than any other employees
of staff. The sampling technique that used to $aample from taxpayers is the stratified
random sampling technique by categorizing taxpayete two categories of stratum of
Category A & B tax payers.

2.3 Methods of Data Collection

The primary data were collected mainly by strudugeestionnaire, semi structured and
personal interviews. The questionnaires that wesgigthied are both closed and open
ended. The researcher can use checklist to caheotlistribution and the collection of
data from respondents

Secondary data sources can be published or unpetllidata like annual reports, tax
reform manuals, websites and other related docusnehich can show the objective of

the study

2.4 Methods of Data Analysis

The data which were collected can be classifidajltded and analyzed using statistical
methods such as graphs, percentages and othesftgpalysis which can be appropriate
2.5 Scope of the study

The quality of this research result were dependthen genuine responses and were
interest of respondents due to suspecting thetresuhis research as if it affects their
business they may not answer what they know anaydand also they may not found on
their business or working compounds. The othertéittuns were shortage of time and
lack of sufficient fund may have its own impacttbe quality of the research.

Hence, to overcome the bottlenecks that expectu the respondents the researcher

were make his effort to convince them by clarifyithgg objective of the research and
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their responses were be kept confidential. To &tevthe financial constraints costs that
incurred were be minimized as much as possible. sSthdy concerns that are category
“A” category “B” do not include other revenue soescof the country. The arguments
and ideas which were illustrated in the study a®eld on the data that are collected from

Ethiopian revenue and custom authority.
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CHAPTER TWO
2. REVIEW OF THE RELATED LITRATURE

2.1. Introduction

The best tax system for any country reflects itenemic structure, its capacity to
administer taxes and its public service needs. iReffe resulting variety of tax systems
and possibilities found in the developing worldwewver in one very important sense all
developing countries do face the same basic takkeciggs how to meet public spending
needs by raising revenue

tax reforms and revenue mobilization in Kenya teform measures are mainly under
taken in order to restore buoyancy to revenuesngthen modern taxes, and drastically
reduce the complexity and lack of transparency lid system The main factors
contributing to an improved revenue performance @ranges in tax legislation, tax
administration and minimal tax evasion. Muriithidaloyi (2003)

In case of Ethiopian context which is stated byidftlan economic association the tax
administration has constrained with a lot of praidelike skilled man power, lack of
money to pay good wages to tax officials, modermiggent to computerize the
operation and work procedures, lack of sufficierglygucated or informed taxpayers,
unsatisfactory level of record keeping, lack ofialele tax data and administrative
inefficiencies.  All these result weak tax assesd#meollection; follow up and
enforcement; which intern result fail to generatbequate revenue for government
expenditure. (EEA, 2005)

Due to these consequences as noted that the gosetof Ethiopia is modernizing the
tax administration by overhauling the legislaticarsd improving administration at all
levels of government. The reform measures are di@@rio encourage trade, investment

by broadening the tax base, promoting equity, gtteen the enforcement capacity of the
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tax system and increase government revenues tmduggcial programs and alleviate
poverty. (EEA, 2005)

2.2 Objective of Taxation

Government imposes taxes of various types throuffierent taxation systems for

different social and economic objectives. Governmposes taxes for different social
and economical purposes rather than generatinqiuevéor public expenditure. These
objective include, removal of inequalities in ino@mnd wealth, ensuring economic
stability, reduction in regional imbalance, for ttap accumulation, for creation of

employment opportunities, preventing harmful congtioms, beneficial diversion of

resources, encouragement for investment and foare@ment of citizens standard of
living.

2.3 Classification of Taxes

Governments impose many types of taxes. In terfnhe relationship between the

nature of taxes and the reason for payment, taaasbe classified as direct tax and
indirect tax.

Direct taxes are those, which are paid entirelytihyse persons on whom they are
imposed and the tax can not be shifted to othexamiples of direct taxes are income tax;
capital gain tax property tax etc can be stated.

Indirect taxes are taxes which can be shifted asthiers which mean the tax incidence of
indirect tax is on ultimate consumer. Examples rafirect taxes are value added tax
(VAT), turnover tax (TOT), custom duties etc canrbentioned. Value added tax (VAT)

belongs to the family of sales taxes. VAT is a tax on the total value of goods being
sold, but only on the value added to it by the &dler. The seller therefore is liable to
pay tax. Today, over 128 countries have the tax.mddmbers of the OECD and all

leading economies in the world have a VAT apannftbe US.
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2.4 The Need for Tax Reform Worldwide Per spective

Many countries in the world have currently undeingosignificant tax reform. The
motivation varies from country to country but th@ranon objectives emphasized are the
need to reduce tax complexity and the need to nthkesystem more conducive to
growth. tax reform is a continuous change from hagmplex to more simple tax
structure and over time the tax structure tendsetmome complex again because of the
consequent declines in tax revenues and cyclexofd®mrm can therefore take place.
Concerning the need to a tax reform, also pointgdromany developing countries, the
immediate reason for Tax reform has been the neeénhance revenue to meet
impending fiscal crisis. Bird (2003)

The major concern of Tax Reformers has been thd, neemprove the equity of the tax
structure, so as to make it comply more nearly wrdvailing views of what constitutes a
fair distribution of the tax burden and with théeets of taxation up on the functioning of
the economy. Hence tax reform is important to agp&vith the increasing need of public
revenue for public services and with dynamic char@feeconomical, social, political and

technological development of the world.

2.5 Tax Reform Objective and Computerization
We live in an information age, where computer tetbgy and the internet are used to

bring people and businesses closer. The same fegynoan be used to enhance the
customer service offered by tax departments.

Standards for integrated tax information systemgai administration of developing
countries denoted that computerized and integrabethformation systems represent the
central data station, which fuels almost all daibperations of modern Tax
Administrations. Like Computerized TIN systems, d@iable taxpayer master file,
taxpayer accounts and taxpayer accounting systdfas. modernization of tax
administrations, design and implementation of cowpzed linked information systems
and networks are indispensable. Economic growthitase development, and financing
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of an adequate level of social public expendituoe §rowth are achieved, when
computerized information systems and network aexus requirements to reform the
developing countries’ tax policies and Tax Admirasibn.

Therefore, major tax administration/policy reforijectives are the following:-Broaden
the tax base, strengthen the organization and #sagement, control tax evasion,

improve tax collections and Facilitate voluntaryngiance for taxpayers.

2.6 Taxpayer compliancein developing countries
Tax and tax system are fundamental componentsyobtiempts to build nations, and a

key component of any tax system is the manner iictwh is administered. “No tax is
better than its administration, so tax adminisbratmatters a lot”. Hence an essential
objective of tax administration is to ensure thexmmam possible compliance by
taxpayers of all types with their taxation obligats. Bahl and Bird cited in e journal of
tax research (2009)

tax compliance can be defined as the degree tohwdnitax payer complies or fails to
comply with the tax rules of its country. The funtntal goal of any revenue authority is
to collect taxes and duties payable according ¢oldlv. However, when it comes to the
obligations imposed on them by law, taxpayers areatways compliant. A compliant
taxpayer is one who fulfills every aspect of thiix obligations including: registering
with the revenue authority as required; filing tlegjuired returns on time; accurately
reporting tax liability (in the required returnsh iaccordance wit the prevailing
legislation, rulings, return instructions and codetisions; paying any outstanding taxes
as they fall due; and maintaining all records aguired. Sarker in Asia Pacific tax
bulletin (2003)

A non-compliant taxpayer is one who fails to sgteshy one or more of these aspects and
poses a risk to revenue collection. report the cmmpliance may be as a result of a
deliberate decision by the taxpayer, or it may bmtentional and compliance outcomes
can be driven by a variety of factors such as deapgc including age, gender and level
of education, personal factors include attitudespeeences, morale and financial
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circumstances and aspects of the tax system itsdlfide; tax rates, penalties, audit
probabilities, enforcement strategies, complexitg aosts of compliance. Many of these
factors are not constant, it is to be expected tbatpliance behavior can change over
time and a compliant taxpayer one year may be wonptant the next. As e-journal of
tax research (2009)

Report argued from the perspective of the revernuthoaty, the ideal is to have all
taxpayers fully compliant at all times. The ideabbviously not attainable, But to be able
to work towards this ideal, the revenue authorigeds to be able to identify and
understand the various types of compliance outcoaras then develop and apply

appropriate strategies to modify ( reinforce) tapgra’ behavior accdingly.

2.6.1. Strategiesto I mprove Taxpayer Compliance Conceptual Framework
Tax compliance in developing countries the stra®gare grouped in to four broad

categories. These include, creating a more effectax administration; fostering
voluntary compliance and enhancing taxpayer morateengthening and enforcing
compliance; and tackling the shadow economy arebtsic strategies that should be
followed. The e-journal (2009 volume7, number 2182-190) report by Mckerhar and
Evans

2.6.2. Building positive taxpayer and tax community morale: - voluntary compliance can be
enhanced where taxpayers feel that they arengettifair deal from the exchange
relationship with the state, where the environmientooperative and where positive
attitudes towards taxation are nourished. Taxpayerd potential taxpayers, need to be
aware of the general concept of taxation and whey tehould pay taxes. Gill and
Fjieldstand tax research journal.

Revenue authorities in many countries have unklemtacommunity awareness
campaigns using television; radio programs; cortipa8 to create advertisements
displayed on buses; school plays on tax issueg, fales spun around tax compliance;
and the incorporation of tax themes in school cutd, in collaboration with Ministries

of Education. The South African Revenue Servicealyiddvertises, “Your taxes paid for
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this road/school/hospital”, while the Australiankdtion Office (“ATQO”) used, for a long

time, the slogan “Building a Better Australia”.

2.6.3. Strengthening and enfor cing compliance:-The overall strategy of a revenue authority
should always be to encourage voluntary compliavicerever possible, and to facilitate
such compliance by whatever means it can make ablail Not all taxpayers are
compliant, and many who aemmpliant some of the time are not compliant atoth
times. Taxpayers move up and down the compliancanpy, or adopt different position
on the compliance, non-compliance continuum, foraaety of reasons. The revenue
authority must therefore also have a range of tapiaduated in severity, to deal with
non-compliance such as audit and investigation)ladnge of penalties in monetary and

imprisonment can be applied.

2.6.4. Tackling the Shadow Economy: -

suggested that tackling the shadow economy is ehamésm by which embracing the
hard to tax groups or those engaged in informahegves in to the tax net and making
the playing filed comfortable for legal businesanpetition which leads to voluntary
compliance.

2.6.5. Conceptual Framework for Voluntary Compliance

Revenue Clients/Stakeholder/ out come
Agency

Improved
Excellent N compliance
service . .
:: > Taxpaying public
and other

stakeholders

ge




Taxpayer
Increased

expect ions < |
revenue
leveraging

Fair

enforcemen

Source 4™ annual ABRI seminar- Accra Ghana

2.7. The Need for Tax Reform in Ethiopia
Ethiopia shares other developing countries problientise effort to establish efficient tax

system to generate adequate revenue to finance mxgenditure. Ethiopian Economic
Association (EEA 2005) noted that the need to caértiax system reform for the
country is complex and outdated tax laws, weakadministration, failure of the tax
system to generate adequate revenue for the goeetnexpenditure are the major
factors that necessitated tax reform. In additmtthe factors that are stated the external
factors that is the influence by the Internatioktainitory Found /IMF/ in particular and
the World Bank initiated major tax reform programsEthiopia like other in transition
and developing countries.

Based on these factors in the Federal and Regiewels the tax system reform program
was designed and got momentum in 2001 when thenuevboard was scaled up to the

ministry of revenue
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2.8. Magjor Tax Reform Programsin Federal L evel of Ethiopian Gover nment
The tax reform program has policy, legislation, adiministrative reform package.

Under tax policy and legislation project the incotag proclamation number 286/2002,
introduction of Value Added Tax (VAT) proclamatiommber 285/2002 with a standard
rate of 15% with some exemptions and zero rategxports, and turnover tax, a TOT
was introduced as an equalizing tax for those whbondt meet the threshold of
registration for VAT i.e. about 500000 Birr, andcese tax proclamation number
149/1999 have been under taken. To minimize taxsiema the government has
introduced withholding tax in 2000/01 on import gsoat the rate of 3% of the cost,
insurance and freight (CIF) value and on localgemtions 2% of the gross payments at
goods over 10000 and on services over birr 500. thkeadministration of the country
was also reorganized in many respects with a vewnhancing its efficiency. The tax
laws have become more modern, more uniform andderelaased and the rationalization
of tax and tariff law.

The administration reform includes the modernizatamd automation of customs, the
implementation of the Taxpayer Identification NumiSystem (TIN) every person with
an obligation to pay tax is required to obtain & Th ten digit unigue number, the
introduction of Presumptive Taxation schemes Witdrgé informal sectors and
independent professionals who escape the taxhegdtablishment of Large Taxpayers
Office and the implementation and deployment oh8tad Integrated Government Tax
administration System(SIGTAS) a soft ware that fdhpe tax authority to process and
store information about taxpayers, the amountxfctdlected, and to identify filers, late
filers and non filers. The soft ware also helps tédx authority to calculate taxes, interest
and penalty due for each taxpayer. The implemientabf different operational,
programs, systems and procedures has been taken fla far because of the measures
taken to rationalize the tax and tariff policy astgengthening revenue administration,

revenue generation has shown visible improvement.
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How ever, the tax performance is found to be very hs compared to some African
countries such as South Africa 25%, Kenya and Glia@asame as South Africa 25%,
Zimbabwe 22%, and Zambia 19%. Ethiopia which is 18%en it is found too low
compared to the Sub-Saharan average 16% and tbealft accepted level of tax GDP
ratio of higher income countries 40%, middle incoooentries 25% and that of the low
income countries 18% (Ministry of Revenue 2008).

To establish modern tax administration that imprdax revenue generation ,service
delivery, resource utilization and to form a seglowerful organization the Federal
Government of Ethiopia has under taking major tdmiaistration reforms to date have
just been reorganized and merged ministry of regegmustoms authority and federal
Inland Revenue authority (FIRA) and named EthiogRavenue and customs authority
(ERCA) a special personnel administration law ragah no. 155\2008 has just been
issued, and this new law is intended to help ER@rfacet and retain qualified persons
and create responsible, accountable and ethida|{Btaclamation-587/2008 ERCA).

2.9. Challenges of Tax Reform in Other Developing Countriesand in Ethiopia
Developing countries face numerous tax policy @mges when they attempt to establish

efficient tax system. Tanzi and Zee a study of UWigaand tax policy challenges facing

developing countries described (in Kayaga 2008tedt that all developing countries

have to address four basic challenges facing thEmese are mostly dependency of
economy on informal sector, which makes it diffictd impose and collect taxes, the
limited capacity for tax administration, and theopa@uality of basic data and in many

developing countries, the fact that the politicatup is less amenable to rational tax
policy are the main challenges described that targtiance surveys in African countries

Benin, Cameroun, Ghana, Mali and Mauritania, shothatl people often refused to pay
tax because they could see it little in returneinms of government service or investment
and it is hard to break this non-compliance.

Taxation and tax modernization in also noted thénnthallenges facing the taxation

factors in a low income country like Kenya includdse larger the size of the informal

economy, Limited capacity in tax administration,oPauality of basic tax data to
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estimate optimal taxation and an unfriendly pdditieconomy that may prevent

significant tax reforms. Moyi and Ronge (2006)

The challenges facing in Ethiopia is also the sam¢he challenges of other developing
countries. In Ethiopian Economic Association nateat the implementation of VAT one

of the tax reform sub programs which have seriatexmal problems like weakness of tax
administration and external problems associatedh Wikgal practices of tax payers.

(EEA) report by Demirew (2005)

2.9.1 Challengesin VAT implementation
The introduction of VAT can facilitate a substahtismprovement in overall tax

administration, and the adoption of VAT is seen @pportunity for overall tax
modernization. How ever the functioning of an @rgtVAT implementation in many
developing countries is weak and there is inswudfitfocus on the specifics of the VAT.

A key to success is a sound policy design thadlogpaon of a single rate, few exemptions
and high threshold, simple laws and procedures,appropriately structured and
resourced implementation, and compliance stratdgpssed a balanced mix of education
and assistance program, and risk based audit pnsgage crucial. When all these critical
components have been well managed it leads to guestablishment of the registration
base, better understanding by taxpayers of theligatiobn, lower levels of non-
compliance, lower implementation costs, and greaeznue mobilization.

The most common problems in VAT implementation moe-registration of businesses,
under reporting of gross receipts, abuse of meltigtes, and non remittance of tax
collected to the tax authorities. There are alsditeshal types of evasions arising from
the nature of VAT including the use of fake invacand the claiming of VAT credits
from non-creditable purchase.

Advanced implementations have found that a wellghesl audit program is critical to
reducing the extent of VAT fraud and evasion, beeagpotential fraudsters are deterred

by the belief that they stand a reasonable chahdetection and punishment.
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2.9.2 Audit Performance
The evidence in several of developing countriectiaidopted the VAT in the last 10-15

years do not yet have effective audit program. $tuely argued that without effective
audits, VAT compliance deteriorates and the créititmf tax administration suffers.

In many developing and transition countries, reastor the failures to implement
effective audit programs include: insufficient rioens of the required highly skilled and
appropriately remunerated audit practitioners;k lat an institutional history of sound
audit practice; the authorities’ concerns aboliusmn between taxpayers and auditors;
inadequate preparations at the time of VAT impletagon, possibly because the
consequences of a weak audit program are not inatedygliperceptible; the lack of clear
political support for the tax administration; anthe lack of an appropriate legal and
judicial environment are the major problems. Thaerefstrengthening audit is thus a key
challenge particularly in developing countries.

2.9.3 Functions of tax administration challenges
The core functions of tax administration are taxgrayegistration and services,

declaration and assessment, revenue and taxpayaurdimg, delinquency control, audit,
enforcement and appeal are the core functions (psomand Green, 1998).

main tasks of tax administration involve: (1) infation and instruction to taxpayers, (2)
registration, organizing and processing tax ret@msut of data, processing declarations
and payments), (3) coercive collection (closelyramied with registration, accounting
and return processing), (4) control and supervigthscovering lacking and insufficient
tax returns and controls of books and papers inatdministration offices or business
activities and books of taxpayers, while routineatiups had already been done in the
registration, accounting and return processing deat), (5) legal services and
complaints taking cases to court, defending tax iadtnation in court, explaining
procedures which are or are not in accordance tiéHaw. Tanzi and Pellechio in Tax

Administration the case of Croatia occasional p&meb 1998
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2.10. Best Practices of Other Developed and Developing Countries to Challenges
Facing Tax Reform
Indonesia’s tax reform experience described thedform measures introduced in 1983;

emphasized raising revenue through broad-baseducmi®n taxes though the
introduction of value added tax and improvemertamadministration systems. This tax
reform strategy had achieved a measurable degresuafess in meeting its stated
objectives by increasing non-oil revenues a shaf@@P rose nearly 50%. This success
is achieved largely by the introduction of a VAThéFe fore Indonesia’'s experience
demonstrates that a developing country with thetipal were to under take a major
overhaul of their tax system can succeed signifiemonomic benefits from such an
imitative. report by Javad & Anwar, (1991)

Simplifying tax laws and procedures can facilitatempliance and make tax
administration more efficient using improved teclmgical procedures through
computerization, creation of master data files, arghnizational and managerial changes
promote tax revenue. The study concludes that #llsito solve tax challenges some
actions like taxpayers education, exchange of laetaveen local authority and people
during public meetings and local radio broad castscerning taxes are important to

change the attitude of taxpayers. The World Ba®®{) Lessons Of Tax Reform report .

2.11. Best Practices of Japans Tax Reform Implementation

The level of tax compliance in Japan is very highg in recent years, the corporate tax
compliance has been more than 90%. The main refasdhe high tax compliance in
Japan is because of the efforts made by the Japadasonal Tax Administration
(NTA).The measures undertaken by the NTA in ordemptomote the principles of
voluntary compliance are: Public Relations; Tax &ation; Tax Consultation; and
Guidance and Examinations. These are known aspithars of tax compliance in Japan.
In AISA-Pacific tax bulletin (2003) Sarker
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2.11.1 Public Relations
The purpose of public relations is to build a taxscious environment not only among

taxpayers but also among the public including lataxpayers, and can be categorized as
the need to: enhance tax compliance; diffuse ahdrae public knowledge of taxation;
improve mutual understanding and trust betweenayegs and tax authorities and obtain
the understanding and cooperation from mass mediax administration.

Many of these activities are carried out througé thedia including regular television
and radio programmed/spots that provide currentinformation, answering questions
called-in by viewers, and reminding the public @t tleadlines, etc. The print media and
internet are also widely used. Other than the meleauthorities also conduct an annual
‘Know-Your-Taxes Week’, during which the tax autii@s’ set-up for public in order to
meet people and provide tax information or answgrquestions that they may have.
2.11.2 Tax Education

Tax education is a part of public relation actesti which can play important role in
creating tax awareness. The target audience isaphyrstudents, who are recognized as
future taxpayers. As the next generation of taxpaythe students are provided with an
understanding of the significance and role of tareBnancing the government budget
and also of their duty as citizens to file accuraterns and pay taxes.

In order to coordinate tax education, the NTA hasnked a body called the ‘Council for
Promotion of Tax Education’ in each major city. §i@ouncil consists of the NTA, local
tax authorities, and educational organizations. foHewing are some of the steps taken:
- issuing supplementary textbooks for the purpdseroeducation;

- conducting classes on taxes;

- sponsoring High School essay contests on taxsppnd

- conducting seminars on Public Finance and Economy

2.11.3. Tax Counseling

The Japanese tax administration subscribes tortheigle that every tax official is a tax
counselor. The objective of tax counseling is teisidaxpayers in matters related to tax

and encourage the voluntary submission of acctaatesturns and payment of taxes.
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Generally, tax counseling offices provide advicetlom interpretation and application of
tax laws, procedures for filing returns and appiass, etc. In Japan, tax counseling
through a formal tax counsel office was first iminoed in 1970.

2.11.4. Guidance and Examination
In order to enhance taxpayer compliance so thattbkuntarily file tax returns and pay

taxes appropriately, the tax administration prosigelividuals and groups with guidance
on how to improve bookkeeping standards and tamrmet The guidance includes
assistance to firms who are launching new busiressyell as explanatory sessions that
are held when laws are amended.

Since the self-assessment system is widely usetbapdyers determine tax liability, the
tax audit process plays an important role in seguproper voluntary compliance and
payment from taxpayers. In Japan, when it comesxaaudits, emphasis is placed on
those taxpayers who are suspected of not repddigg amounts of taxable income.

The experiences with successful reforms of tax athtnation undertaken in different
countries in South America like Bolivia, Chile, @aotbia and Uruguay, or in Europe,
Spain and Portugal provide encouraging examplesati case, a new management was
instituted with a new organizational structure amdmore professional staff. These
improvements resulted in the successful implemmmtatf the tax reform program and in
a dramatic improvement in tax collection. Such sgses show that under the right
conditions, the efficiency of the tax administratican be increased in a relatively short

period of time. As a study of Bejakovice (n.d) mstitute of public finance Zagreb
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CHAPTER THREE

DATA PRESENTATION, ANALYSISAND INTERPRETATIONS

As described earlier on the methodology of datéectbn that had via sampling the
populations it would have interpreted for the srhootinning of this research to
concerned stakeholders like researchers and peaiodsers the collected data from
different source of both parties the tax payers tnd Authority officials including
primary that used like open ended and closed eqdedtionnaires and structured and
unstructured interview and secondary sources thromgestigating different documents
like records annual publicity books, journal adiland internet and the data were
analyzed through tables and analytical procesth®secondary data.

The presentation of these analysis hadrtethod of interpretation shall hierarchal
of starting from the back ground of both respong@ifttax institution employees and tax
payers to grasp as much as reasonable data cmfleend following detailed
guestionnaires regarding addressing of the resesirspecific objectives of identifying
the determinants of tax reform implementations othlthe tax authority employees and

business community
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Table 4-1 Back Ground of employee

Position of respondent Team leader
Senior auditor 2
Auditor 8
Junior auditor 4
Level of education Diploma 8
Degree 11
Master 5
Experience in 0-2 7
3-5 6
6-10 1
> 10 2
Sex Male 12
Female 4

Source Primary Data

The table shows the characteristics of the emplogkdhe organization by sex,
educational background and work experience it suae that the total employee by
sex character is and their educational back gré\mtithe data collection from different
groups of officers which have well diversified resgent on their position from team
leader to junior auditors. Their education backgdegree and master on accounting
and economics. Their experience in tax and relggkds from one and half year up to

above ten years experience. Another fact of theabable stated that 68%(11 out of 16)

24| Page




of the respondents’ are degree holders, positidghefespondents constituted 50%(8 out
of 16) are auditors which is medium level of pasiti according to the institutions
organizational structures, and most of the expedeof the respondents had a medium
level experience level had laid between 3 up teé&ry .but the level of male to female
proportion of the respondents indirectly of thetitmon employee had too far which are
Twelve male and four females in proportionate td B . as depicted above the data leads
us the tax institution shall have a potentialmplementing the reform due to availability

of well experienced and educated manpower’s

Table 4-2 Back Ground of the taxpayer

education Level Diploma 7
Degree 8
Master 1

Sex Male 14
Female 2

Type of business Import 6
Real state 1
Export 1
Other 8

# of years in 0-2

business aE
6-10 3
>10 15

# of years as 0-2

taxpayer aE
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6-10 3

>10 15

Source Primary Data

The above table stated that, tax payer’s informatiat makes the information balanced
with officer. That also helps to avoid unbalancedoimation that controls the
recommendation and conclusion. The backgroundeotak payer similar to officer well
diversified. They are working more than 10 yeardliffierent sectors. Their education
background is from diploma to masters’ degree. whiersee specific analysis in terms of
educational background half of the respondents hadegree holders and the type of the
business they carried on is relatively simple imamistrating which is import and export
type of business due to their duration of doingiress experience is greater than 10
years and these parameters indicates that they éxgexted to know over all the tax

matters and business on goings.

Table 4-3 Questioner analysis of tax officers

Questionnaires agree Disagree
Tax payers pay their tax periodically 87.5% 12.5%
Tax arrear presentation 75% 25%
paying tax according to the ability to pay 81.25% 8.75%
Tax payer registration for finger printed tin syate 75% 25%

VAT registration for concerned 50% 50%
Effective Defectiveness of tax 43.75% 56.25%
Equipped skilled man power 37.50% 62.50%
Motivated remuneration paid to employees 18.75% 25%.

Source Primary Data
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As the above table clearly indicates that 87 %hef tax payers (14 out of 16) have
declared and paid their tax liabilities periodigadls stated on the tax law which is after
four months of their ending fiscal years ,this gades that almost all taxpayers respect
the periodicity of tax payment, but 75 % of the payers (12 outf 16) have tax arrears
due to inconvenience of the tax payers submittexk lmf account and the tax authority’s

own adjusted book of accounts according to presdrtbx rules and regulations.

Another point is that even though 75% of the tayepa have registered for finger print of
tax payers TIN (Tax ldentification Number) they dgpay according to their ability to
pay which 81% of the respondents replied as thepégpers are not paying according to
their ability. finally the even though most of thex officers have a degree holder they
have lack of equipped skills and de motivated mamvgrs due to low level of

remunerations which constitutes 62% (10 out ofél®) 81% respectively.

Finally, based on secondary data the responsfosis most taxpayer who registered
and have license presented their tax declaratiohpary their tax liability on the given
time period. Sometime a few taxpayers didn’t dectheir tax liability on given time due
to lack of awareness. The initiation of the refdorembrace all tax payers in the tax net
but it is not successful as expected due to thisae the tax office use different
enforcement mechanism. Taxpayer complains that affice charges beyond their
capacity and liability. The response of the taxceffis it is resulted from the lack of
awareness. The tax payers didn’t maintain propek®of record to support their cost
and expense. Tax payers not registered due todhdkformation about their annual
income. That is the base of registration for VAheTthreshold of the taxpayer annual
income is Br.500, 000.00. The tax office takes aeximeasure on tax evaders. The

research shows only 40%coverage of the office reontain their worker.
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Table 4-4 Response of tax payers

Questionnaires Yes No
Knowledge of Reason paying taxes 100% 0
knowledge of tax rules and regulation 25% 75%
registered for finger print TIN system 62.50% 4760
Doing business with out paying tax 56.25% 43.75%
Trusts on tax system assessment and collectioreguoe 47.50% 62.50%
strength of the tax authority with respect to exien 43.75% 56.25%
Tax fairness and tax payment based on ability o pa 31.25% 69.75%
Delays of government assesses tax 100% 0
Penalize of tax authority on tax purpose 81.25% .79%
Presence of VAT not registered currently 100% 0
Presence of VAT exempted transaction 50% 50%

Sour ce Primary Data

The above data was taken from the tax payers guestires and their response were
analyzed as, all of the taxpayers have the knowedgvhy they are paying tax, but the
knowledge if self only could have enough if theg aot paying taxes according to their
ability to pay. on the point of finger print 62%\saregistered for finger print which is
good due to this is one of the tax implementatichemes, but 75%(12 out of 16
respondents) replied that they have lack of knogdedn the tax authority’s rules and
regulations .This leads 75 % of tax payers havetrnost on the tax authority’s tax

assessments and collection procedures. anothet pbithhe taxpayers responses were
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most of the tax payers are not doing business withaying tax even though they do not

have trust on the tax authority.

The tax payers responded that, (56%), the tax atghgotential of execution for the
reform implementation were weak this implies thhae tgovernment’s policies and
strategies were not accomplished due to such weplementation, that is why all of the
respondents (100%) replied that the presence op#yers who are not registered for
VAT and this enforced tax payers discouraging actishich makes unfair trade

competition among tax payers.

Finally, the tax payers responded that 100% otdaReauthority’s method of assessing tax
is five years delay of government’s tax. But theptyers are declared according to their
books of account on the deadline of the declargb®mods. Thus, due to delays of tax
assessments 81% of the tax payers forced to pdydawst of five years penalty and

taxes as a weakness of the tax authorities’ weakugon of their employees. This leads
the tax payers are forced to pay from their worlgagitals that generates future potential

revenues that enhance the ability of paying taxes.
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CHAPTER FOUR

SUMMARY, CONCLUSION AND RECOMMENDATIOS

4.1 SUMMARY

Tax is compulsory payment from a person to the gowent without expectation of any
direct return for the payment. Many urban authesitn developing countries have come
under increasing financial constraints to providegdly growing demand for urban
services and other necessary infrastructure deneofs. Therefore developing countries
and countries in transition facing fiscal defididsfinance public expenditure, the
consequence of these financial constraints sesigafiected in urban areas because of

rapid urbanization.

To improve revenue mobilization and modernize thedystem in developing countries
tax reform is basically necessitated, and henceyroanntries in the world have currently

under going significant tax reform to overcomedisdeficit.

Ethiopian Revenue and Customs Authority, (ERCA 2008icated that in many African

countries, the ratio of tax revenue to Gross Doméabduct (GDP) exceeds 20% and is
higher in developed countries. But in Ethiopia, therent tax to GDP ratio is about 13%
which indicates that the capacity of generatingus tax revenue potential is very low
even comp aired with other African countries. Tlhene the government of Ethiopia has
started implementing tax reform program beginnirgmf 2002 to modernizing the tax

system in the Federal and Regional levels thatistmts of six projects aimed to collect
sufficient revenue that the countries economy cesdyce and to finance the ever-

expanding public demand for the supply of publiod®and services which the market
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cannot provide. The Amhara Regional stat has atgdementing these tax reform

programs in all Regional Local Authorities to acisghis objective in its region.

But there are challenges that affect the tax refonplementation in local levels. These
are lack of qualified skilled man power, less paghtwf employee remuneration, absence
of computerized taxation system; poor informatiord aata management system, poor
enforcement of tax laws, poor delinquency controtl gax auditing, weak service

delivery reflect the current situation of local tadministration. Non compliance of

taxpayers with the existing tax laws of the Regiostate is also the main issue of

challenge which requires immediate solution
4.2 CONCLUSION

As can be clearly staled from the above collectath’'d the background of both the
employees and taxpayers .the later have good exmeriand level of education in both
male and female with compositions and the sameués for taxpayers background with

regards to doing business for many years and édnehbackground.

Even though most taxpayers declared and pay atghescribed fiscal period, registered
for finger print and no delinquency of tax but mtask authority have no skilled man
power and not have enough salary or remuneratiothéoemployees with regard to their

job load.

According to tax payers interview due to low exemutperformance of the tax authority
the tax payers are not paid tax according to thbkility to pay, presence of tax arrears,
not registered for VAT which are subject to registe weak trust on the tax authority on
the tax assessments and lack of knowledge on tteray’s tax rules and regulations.
And finally due to delay of the tax authority’s tagsessments the tax payers forced to
pay back payment of tax inclusively of penalty dntérests on the weakness of tax

authority execution
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There for over all of the weakness of the tax attyis implementation process had
affected on the basic principles and vision of ffex authority that intended on to
implement the business Process Re-engineering oundrthat leads to collect the

budgeted tax by the government
4.3RECOMMENDATIOS

The final goal of the overall process of the orgation whether doing new business
process reengineering is completed with the wdyth® power to same how fill the

execution or implementation skill gap fulfilmerdad the final outcome of their paper is
to come on with the following proposed recommeraetisome of thus regarding the tax
authority is:-Focus on wildly important jobs becayseople are naturally wired to focus
on only one thing at a time or at best very fewhveikcellence. Create a compelling score
board of current target and deadline results. ldalch other accountable all of the time in
the most effective teams. Translate lofty goale specific actions of vast difference b/n
the stated strategy and the real strategy. Institalizing is a culture of execution

/implementation through measurement. Conductingimoous session with taxpayers

and its employees with regards to implementatiacgss is necessary.
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Annex-1

QUSTIONNAIRE ON CHALLENGES OF TAX REFORM IN ETHIOPIAN REVENUE AND CUSTOM
AUTORITY

Dear Respondents,

This study is conducted in partial fulfillment of the requirements for the bachelor of degree in accounting in
St.Merry University College. Its main objective is to identify the challenges of tax reform in Ethiopian
revenue and custom Authority. The research is going to be carried out on your responses and other
relevant data that could support it.

The purpose of this questionnaire is to obtain your perceptions and views regarding various aspects of tax
reform implementation challenges. It forms a major part of the research and the information you will give
enables me to identify the real challenges that affect efficient and effective tax reform implementation and
then help to raise adequate revenue for public use. Your cooperation to respond consciously is very
important to this study because it represents thousands of others who are not included in the sample.

It is for academic purpose | would promise that all information you provide would be strictly confidential.

Thank you very much in advance for your cooperation.
i) QUESTIONS FOR CATAGORY “A” AND“B” TAXPAYERS ON CHALLENGES OF TAX REFORM
IMPLEMENTATTION IN ETHIOPIA REVENUE AND CUSTOM AUTORITY (ERCA)
Personal data

Age----------- Sex: male[ ] female[ ]

Level of education: less than12 complete [ ] 12 complete [ ] Diploma[ ] Degree and above [ ]
Type of business

Import[ ] Realstate [ ] Export[ ]

Other[ ], please specify

For how many years you are in business

Lessthan2years[ ] 2-5years| ] 6-10 years [ ] above 10 years [ ]

For how many Years you are known as tax payer
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Lessthan2years[ | 2-Syears| ] 6-10 years [ ] above 10 years [ ]
1. Do you know why you pay taxes?

Yes[ | No [ ]

2. Do you know the tax rules and regulations of country?

Yes[ ] No [ ]

3. If your answer is yes do you comply the tax rules and obligations?

Always [ ] inmostcase [ ] sometimes[ ] notatall[ ]

4. The following question are related to compliance to tax rules and obligation Answer them accordingly

Yes No
You pay your tax on due date [ ] [ ]
Are you penalized on tax case [ ] [ ]
Are you keep books of accounts [ ] [ ]

5. Are you registered in finger print TIN SYSTEM?

Yes[ ] No[ ]

6. Is there any retailer or service provider who did not pay tax?

Yes[ ] No [ ]

7. How often you are attending education session about taxation?

Three times per year [ ] twice peryear[ ] Once peryear[ ]Notatall[ ]

8. Do you have trust in the tax system assessment and collection procedure?
Yes [ ] NO [ ]

9. How do you evaluate the strength of the tax authority with respect to the following parameters?
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Statement Excellent  Good Fair ~ poor  Very poor

Service delivery [ ] [ ] (1 01 01
Tax collection efficiency [ ] [ ] [1 [1] [ ]
Law enforcement [ ] [ ] [1 T[] [ ]
Awareness creation [ ] [ ] [1 T[] [ ]

10. Do you think that the tax you are paying is fair and based on ability to pay?
Yes[ ] No [ ]

11. If your answer in question number 10 is “No” what is the reason

It is over stated [ ]

It is under stated [ ]

12. In what way of assessment you pay tax? If your answer is “A” go to question number 14

A. By estimated assessment of tax officials [ ]
B. may self assessment using books of accounts [ ]
Some other Assessment Method [ ] sepecify
13. When the government assesses your tax?
When | don’t keep books of accounts [ ]
When the tax authority rejects my books of accounts [ ]
When | did not submit the statement on my fiscal period [ ]
For some other reason [ ] specify
14. Did the tax authority penalize you on tax purpose?

Yes [] No [ ]
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If your answer is yes for question number 14 why you penalized?
Lack of awareness on tax rules and regulations [ ]
Because of negligence [ ]
| am not interested to pay tax [ ]
For some other reason
16. Are you registered for VAT?
Yes[ ] No [ ]
17. If you are registered for VAT how would you look your registration?
llikeit [ ] Idislikeit [ ]itjustneutral[ ]
18. How do you declare VAT to tax authority?
| declare each month tax liability on the next month day1-day10[ ]
| declare each month tax liability on the next month day11-day10[ ]
| declare each month tax liability on the next month day21-day10[ ]
| did not declare each month
19. In your opinion is there any who are required to be registered for VAT not registered currently?
Yes[ ] No [ ]
20. Do you have VAT exempted transaction?

Yes[ ] No [ ]
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Annex-2
ii) QUESTINNAIRE ON CHALLENGES OF TAX REFORM FOR TAX AUTHORITY OFFICIALS

This study is conducted in partial fulfillment of the requirements for the bachelor of degree in accounting in
St.Merry University College. Its main objective is to identify the challenges of

tax reform in Ethiopian revenue and custom Authority. The research is going to be carried out on your
responses and other relevant data that could support it.

The purpose of this questionnaire is to obtain your perceptions and views regarding various aspects of tax
reform implementation challenges. It forms a major part of the research and the information you give
enables me to identify the real challenges that affect efficient and effective tax reform implementation and
then help to raise adequate revenue for public use. Your cooperation to respond consciously is very
important to this study because it represents thousands of others who are not included in the sample.

It is for academic purpose | would promise that all information you provide would be strictly confidential.

Thank you very much in advance for your cooperation.

iii. Personal data

1.1 Position of the respondent

1.2 level of education Diploma [ ]Degree[ ] masters and above[ ]

1.3special field of study

Accounting[ ]  Management[ ] other [ ] specify

1.4 Experience in tax related jobs

Sex:male[ ] Female[ ]
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2. Main questioner

1.Are all tax payers pay their tax liability on the fiscal period permitted by income tax proclamation? Yes

[1 No []

2. Are all tax payers included or embraced included in tax next? If your answer is “No” go to the next
question.

Yes[ | NO[ ]

3.If your answer is “NO” for question number 2.why all tax not embraced in tax net

4. |s their delinquency of tax which is not collected?

Yes[ | NO[ ]

5. if your answer is “No” justify your reason?

6. Are most tax payers pay tax according to the ability to pay?
Yes[ ] NO[ ]
7. Are most tax payers registered for finger printed tin system?
Yes [ ] No[ ]
8. Are most those who should be registered for VAT identified and registered?
Yes[ 1] NOJ[ ]

9. if your answer is no why?

10. The performance of VAT implementation is poor are you agree on this preposition?
Strongly agree [ ]agree[ ]neutral[ ]disagree[ ]strongly disagree| ]

11. if your answer is agree or disagree in question number “10”explain your opinion?

12.Are all tax payers’ tax liability assessed fully?

Yes[ ] No [ ]
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13.Are all tax payers’ tax liability assessed fully?

14. The statement which is presented by those who keep books of accounts is not fully checked for its
accuracy and assessed on time to collect the required tax liability? Agree or disagree

Strongly agree [ ]agree[ ]neutral[ ]disagree[ ]strongly disagree.[ ]

15. The statement which is presented by those who keep books of accounts is not fully checked and
assessed on time to collect the required tax liability?

Strongly agree [ ]agree[ ]neutral[ ]disagree[ ]strongly disagree.[ ]

16. Is your organization can detect tax evaders efficiently and effectively? If you answer is yes

Orno go to the next question. Yes[ ] No [ ]

17. If “yes” what measures are taken? If “No” why?

18. Is your organization fully equipped by skilled man power?
Yes[ ] No [ ]
19. What is the number of employees in your organization with respect to the work expected?
A. Enough B. medium C. very less
20. Is the salary or remuneration paid to employees enough to motivate, attract and retain the employees?
Yes [ ] No [ ]

Please indicate your position or level of agreement or disagreement by using (\) mark on the statement

given below.
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