Concept, achievements & perspectives for a chamber-based tax-advisory service


Establishing tax-advisory services for category C & B tax-payers provided through Chambers of Commerce & SA
-
A status report to inform about what has been done so far and what is planned in the near future

1.
What is the Problem?
After several inquiries conducted through the City Chambers, it is obvious, that the private sector operators see the present situation of taxation as one of their most pressing problem. Apart from the feeling that the business community is widely overtaxed, the situation stems from harassment and incompetent estimation on the side of municipal, regional and federal authorities on the one hand and from limited information and insufficient skills about bookkeeping and presenting the respective figures by the entrepreneurs on the other hand. 

In addition, mechanisms for the resolution of conflicts are underdeveloped and under utilised with the effect that problem-cases often go to court directly which causes immense costs for the society. 

For a single entrepreneur in difficulties, access to professional and affordable advice and defence is limited up to non-existent - especially outside Addis Ababa.
2.
Which strategic approach did we chose to solve the problem? 

The objective is to make Chambers capable to provide or to facilitate access to quality tax-related advice which is accessible to all members of the business com-munity. In order to make the service self-sustainable, the Chambers will have to de-mand a (moderate) fee - for active and paying members of the Chambers, the rates will be significantly lower. The advisory service can comprise: 
· training in bookkeeping in a way that the books of accounts of the trained SMEs are presentable and only need minor review by the tax-advisers of the Chambers;
· reviewing the books and presenting them to the tax-authorities, which – through a prior agreement with the Chamber – accept and process them in a short period;
· taking over the keeping of books for interested enterprises as a service;

· advocacy services in the (hopefully few) left over cases, which still are disputed.
It is expected that the more Chambers respond in such a way to a pressing need in their constituency, they would subsequently attract more entrepreneurs to be interes-ted in the work of the Chambers and finally join them.
Options to establish the service include the employment of a specialist or the elabo-ration of agreements with local consultants, whose service can be associated to the Chambers in a specific way. The service can be rendered in the premises of the Chamber or directly in the enterprises.

The win-win opportunity is obvious:

· The entrepreneurs will win through the availability of urgently needed services and through the reduction of conflicts with the authorities.

· The Chambers will win through increased recognition, publicity and eventual income. 
· The advisers/consultants will win through salaries/consultancy fees, a guaranteed clien-tele assured by their association to the Chamber and access to upgrading and updated information through the ECCSA-backed team. 

· Finally even the tax-collecting authorities will win if there is less conflict and less incentive to close down economic activities and/or to disappear in the informal sector. The govern-ment agencies would have to play their part and organise the urgently needed upgrading of its staff as their own “homework”. 

3.
What has been done and what is the output so far?
ECCSA, supported by the partnership project discussed the ideas mentioned above extensively with the involved stakeholders and decision-makers in 2004. Subse-quently, a team of suitable consultants was established, who - backed by the ECCSA - HWK partnership project - collaborated closely with all stakeholders. The measura-ble output so far included:

3.1.
Elaboration of a manual for information- & training sessions in the Cities
In a first phase of intervention during which the conditions to introduce a tax-advisory service were to be created, basic information had to be disseminated and first dis-cussion circles had to be established. As a basic tool for that, a manual was elabora-ted in a process which included the subsequent steps:

· Brainstorming with resource persons from the business community including entrepreneurs and Chamber-members who sit in tax-appeal commissions,
· Taking stock of the existing material (government publications, information leaflets from the Ministry of Revenue a.s.o.,
· Analysing, what team members had already worked out,
· Developing the respective training materials, handouts and visual tools for the needs of the community of small-scale and medium enterprises,

· Conceptualising and conducting pilot sessions together with resource-persons from category B and C enterprises. (Awasa and Debre Birhan were identified in the course of a meeting of the ECC-Council in June 2004),
· Adapting the manual/materials according to the experience of the fist sessions.
At the end, a handout (around 15 pages) was elaborated, which was distributed to each participant of an information/training session for free. In addition, a complete manual (in Amharic) was elaborated, which ECC sold to the City Chambers for 10 ETB - offering them the possibility to make some profit. In order to integrate new de-velopments and legal changes (e.g. of certain tax-rates especially in some regions), several updated had to be made and by 2007/8 a complete overhaul was necessary. The updated version is available meanwhile. In principle, ECCSA should always strive to obtain paying advertisements on such kind of publications to co-finance its efforts (and to make the manuals cheaper for the end-users). But in any case, there is now an adequate and up-to-the-date manual for future trainings.

3.2. Conduction of information and advisory sessions in the Cities
13 cities were covered in 2004/2005 and some 1.200 entrepreneurs were reached. For chamber-internal problems and unstable security conditions, Nazareth/Adama and Addis were not covered in a very comprehensive way during this period. 
In order to bring the training to the capital, bi-lateral talks were held with the Addis Chamber. Given the sheer number of category B and C taxpayers in the capital, a modified approach in Addis Ababa was suggested
. Since Addis is structured in 10 sub-cities, a decentred approach in key business areas for SME was suggested. The Merkato area was identified as a good starting point and the first information and training session took place in October 2006. The experience was encouraging and together with the Addis Chamber, a more intensive collaboration was agreed. The reorganized Nazareth/Adama Chamber hosted the training in October 2006. Newly established Chambers (implementation of proclamation 341/2003) will follow.
3.3.
A study on taxation on Gondar and the emergence of an exemplary case
In the light of a severe tax regime and harsh disputes between business community and tax authorities in the Amhara Region in 2005, the Gondar Chamber asked the Partnership Project to assist in the conduction of a study which could serve as a means of argumentations in the various fora. The study has been realized and the Gondar Chamber was even awarded a certificate of merit by the Regional Govern-ment for its contributions. And even more: The local authorities have declared to be ready to accept books of accounts and tax declarations channelled through the Chamber. So Gondar became a pilot city to develop a practical approach of imple-menting the tax advisory service. Two consultants assisted GCCSA conceptualizing the service further and to assess the service and the income generation potential.

After many and fruitful discussions with the GCCSA and the relevant authorities, the service took off. The monitoring showed that the service started to get clients. Only with regard to the generation of income, the Chamber has been too hesitant to really claim contributions from the users
 and did therefore not benefit as envisaged. As it is clear that being at good terms with the tax administration requires a minimal level of proficiency in book-keeping, GCCSA addressed this demand by offering courses, which reached more than 150 SME’s. This was supported by the partnership project.

In the course of an exchange visit, representatives of the voluntary Chambers of Ad-dis Ababa, Awassa, Debre Birhan, Dire Dawa and Nekempte accompanied by their respective counterparts in the tax-administrations travelled to Gondar. They liked what they saw and almost all wanted to implement this approach in this or an adapted form in their home towns.
3.4.
More bi-lateral agreements between Chambers and tax-administrations
After the successful piloting of a bi-lateral agreement between the local Chamber and the local tax-authority in Gondar, more cities could come to a similar deal: Facilitated with the help of the Partnership Project, Awassa, Dire Dawa and Nekempte have concluded similar arrangements, Debre Birhan is to follow. Only in Addis Ababa, the partners from the public side as well as from the private sector side showed hesita-tion apparently mostly caused by internal constraints, which are hoped to be over-come soon. Other cities (like Mekelle and Jijiga) have also shown interest to join.

3.5.
Mobilization of funds to explore a second option to establish the service

Since the pilot case in Gondar showed a gradual acceptance of the service but no significant increase of the income generated for the Chamber, the approach of asso-ciating consultants to the Chamber who would give a certain percentage to the Chamber, another option is now being field-tested: To employ an accountant with know-how in taxation affairs who should earn his/her income through the delivery of the services described above. The chamber would have entire control about the rela-ted income/fees while the clients would have almost permanent access to the ser-vice. Since the tax declarations are to be submitted to the authorities only once a year, the person outside the peak time would have to be covered by preparation work and with book-keeping work for selected customers (which each chamber should be able to acquire). The Partnership Project was given additional funds to pay the salaries of such employees in up to 5 Chambers for up to one year. After that, the collected service fees are expected to cover the salaries (and even more). Agree-ments with regard to the employment of such specialists have been concluded in Awassa, Dire Dawa and Nekempte. Addis Ababa could follow, if the precondition, an approved agreement with the tax-authority in the respective Sub-city has been con-cluded). Other cities may follow.  
4.
What will happen in future? 
4.1.
Continuation of awareness creation sessions 

On the basis of a completely overhauled manual, information and training sessions can continue in the way already practised before (a consultant to assist from the HQ is available) and include the cities, where new Chambers have been established
. 
4.2.
Consolidate and strengthen the services in the pilot cities
The process of identifying and employing suitable tax advisers is going on. One is al-ready working (Dire Dawa), Awassa and Nekempte are in the recruitment process, the procedure to involve Addis Ababa (Merkato branch office) is on the way. Regular backstopping of the service (e.g. through seminars for all tax-advisors in Addis, con-tact visits in the respective towns, backing of book-keeping courses for SME’s) will underpin the work of the local chambers and help to maintain good output and quality of the interventions. This will be the job of a specific consultant (see 4.1.)
4.3.
Exploit synergies with other projects

The main synergy can be achieved by co-operating with the initiative launched toge-ther with the Addis Chamber and CIPE, to integrate tax information in the radio pro-gramme and in “Addis-Business”, the newspaper for the member of AACCSA. The respective inputs have been updated and are now ready for broadcasting/printing.
4.4.
Support sustainability and further dissemination of the service
Once the experience with the exemplary cases is promising enough, the expansion to more City Chambers which volunteer for an introduction could be envisaged. The pre-conditions for this dissemination process are

· strong commitment from the respective Chamber;

· readiness of the local tax administration to cooperate;

· written agreements between the parties (= a certain guarantee to the customers);

· availability of persons who can carry through the real advisory work in the cities.

At the moment, it appears as if the approach to officially employ a person for that service and transforming this position into a kind of profit-centre for the respective is the most promising way to proceed on. The Rhein-Main Chamber has committed itself to assist with financing the salary of specialists (at least until the end of the 2nd phase (October/2008); negotiations for the extension of the project are on the way).

Capacity-building services which ECCSA - HWK could provide for the city chambers and their tax advisers (and probably even some members in the tax-appeal commis-sions in the same or in separate sessions) will be delivered in the course of one (or more) workshop(s) in Addis to address the following issues:

· Refresh and update tax-related knowledge (eventually in groups),
· Methodology of customer-centred advisory work for entrepreneurs,
· Ways to exchange and resolve disputes with the local authorities,
· Ways and means to update the knowledge and information on new regulations,
· Ways and means to generate sufficient income to enable the Chambers to con-tinue the service and to earn a surplus with it.

So far, all works have been organised and supervised by the ECCSA - HWK Partner-ship Project supported by the Secretary General of the ECCSA and implemented through the respective City Chambers. The Partnership Project took over the costs for all consultancy work involved including all related costs for training materials and travel. For future information & training sessions in the cities, which should reach around 1.000 SME in the course of this year, the Partnership Project can take over costs for the rents and for material. The participants should pay an entrance fee, which should enable the respective City Chambers to pay at least what is deemed necessary for catering. Alternatively, the City Chambers may raise funds for catering costs by selling the brochures made available by ECCSA. The acquisition of adver-tisements on the brochures is an additional means to co-finance the service.
PR work to make the service known and to convince the enterprises that it pays to become acquainted with taxation laws and regulation is another element to root the service in the business community and to make it sustainable.
Gerhard Quincke, Addis Ababa, June 2008
� The very first tax-trainings in the country had been conducted by the Addis Chamber, but the attempt to keep the team of trainers together and utilise it for an outreach to other cities failed because of the unavailability of the individual trainers. Also did the scope of those first trainings include also category A and VAT payers. While it is still necessary, to serve them (and the Addis Chamber has worked into this direction) the conceptual approach for this initiative, to concentrate on category B and C payers is maintained for technical reasons and for the limited self-help capacities of the SME’s, who are more needy than the others.


� A report of the consultants who worked with GCC is available at the office of the partnership project.


� We envisage reaching around 1.000 SME by such interventions until the end of phase 2 in places like Adigrat, Adwa, Alaba, Arba Minch, Assossa, Axum, Debre Marcos, Debre Tabor Debre Zeyt, Dilla, Gambella, Hossanna, Kombolcha, Maychew, Methara, Wolaita, Wolekete, Woldiya, Wukro + + )
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