


¢istricts with development schemes in their areas in partnership
with the Central Government.Z The choice of schemes to be financed
in this way is a matter for the plamners to decide; but in my
opinion the underlying principle has many advantases to commend it,
After all Cecntral Gove .nment developuent projects are located in
the Districts so that making theze Districts and Urban Authorities
participate in the finzncing of some of these projects would be

a step in the direction of Yplanning at the :rass-roots level',
Central Governument Plenning is already wmoving in this direction
but 1if the local governments had more revenue efforts in this
regard would be ~reatly expanded.

The gecond reason for enguiring into the effieiency of tax
assessnents in the Districts is that the Government of Uganda has
a general responsibility to give grants to the local governments
to enable them to provide services up to a certain mininmur stand-
ard, This means that the poorer districts are bound to set more
grants than the relatively rich ones for this purpose. But it
also means that districts which fail to raise sufficient revenue
through taeir own laxity in tax zssessments would lay a greater
claim on Central Government granits than those which are more
efficient at tax ascessments and collection. If this happened
there would be no incentive for local —overnments to ilncrease the
efficiency of their tax assezsment,since by so doing they qualify
for a smaller siiare of Central Govermment grants, Hence the need
for designing s formula for distributing grants which would jive
an incentive for effieient local zdministretions to maintain and
improve their efficieney of tax assessments, while at the same

"penalising” the inefficient administrations.

The main problems with local Government taxation at presenv.

(a) As already statcd there are sreat veriaetions in the concepts
and procedures used Tfor assessing graduntecd poll taxes in the
districts, While tuie view has been expressed ihat graduated

poll tax should be rraduvated according to the income of the tax-

payers, and not ac.ordinz to his wealth, it has been found nece-
sgary to take into account income earning assets owned by an
individual in assessing taxable capacity. Diiflerences beitwecn
Digtricts in the definition of income concern the coverage of
assets and the income imputed to accrue from such assets, The
income expected Ffrom the same kind of asset such as cattle will

vary from area to area; e same is true of coffee plots, but
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it is important to study the retionale of these procedures and
t6 £ind out whether tihere are logical srounds to justify the

differences in coverage and valuations.

(b) The problem of defining income apart, there is' another
problen sssociated with the actual zssessment of individuals:
i.e. thie application of these concepts by tax assessment
comnittecs to deteriiine the taxable cepacity of individuals,
Until recently tax assessment committees included non-officials
who in wmany cases teanded to side with the taxpayers 5. Even
the officials, mainly chiefs were under pressure of verious
kinds to under-assess taxpayers in their areas. A conference
of Treasurere of District Adminisirations etc held in 1962

noted the following points in this respect,

‘The Conference agreed that efficiency of tax assessment
was adversely affected by:
(a) Politiczl fzctors and cven favouritism aifccting the

-~

actions of agsessment committees;

(b) Inefficient operation of the assessment systew due
to lack oF experience and -training;

(c) the incompleteness of the zssessment systen and
the difficulties of finding & good methoda for the

assegsment of certain classes of taxpayer, —————————-

It was z2greed that there was definitely scope for raising

more revenue by more efficient and impartial assessment®,

Reeently tax assessment committees have been reconstituted
70 exclude non-officials and giving more powers to the District
Commissioners in tax assessment matters. Tor instance, the
assessments of these committees are only provisional, subject
to approvel. by the District Comnizsioner or his rcepresentative;
nor can these committees award total or partial exemption from

graduated poll tax as they used to.

(c) Axnother main proble:: is tha+t in some district administrations
government employees have either misappropriated public money

or appear to the taxpayer tc enrich themselves a1t his (the tax-
pa;er‘s) expense. This grcatly afrfects the taxpeyer's attitude

to the payment of taxes, and eliminates the main adventage of
local taxation i.e. thet in & smaller area it is easier to

relate benefits “rom texation to contribution as most of the
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taxes are speant on local projects, It is for this reason that
taxpayers as a general rule should feel less zverse to naying

local taxes than centiral government taxes., Yet the knowledse

thet their money is misapplied does little to meintain this

attitude.

(a) Lastly, the fact that greduated poll tax hos a ceiling at
Six hundred shillings tends to umake it difficult ‘o convince low
income taxpayers that the whole tax siructure is not resressive,
This ceiling h2s been set by the Cential Government apparently
to prevant poll tax overlapping with income tax, The maximum
rate is reached for incomes of =zbout shs 10,000/— per annum and
above, Thus in Ankole =z person who receives shs 9,600/— ner
annum is lieble tc¢ the moximum rate, but a Central Government
MHinister who earns shs 60,000/~ per znnum pays the same smount
of poll tax, Although the Hinister with shs. 60,000/- =lso pays
income tax the significent factor affecting the aititude of the
man with shs 9,600/- is that he pays tihe same amount of graduated

tax s tiie jiinister,

The proposed »nrocedure,

At this stage I visuelice three complementezry parts to this

study:

(a) Piret, I think it is important to have a theoretical
model with which to wrork:

(b) An intensive gtudy of existing records of local govern-
ment financial procedures and prictices in Uganda in 1ight of
tiie theoretical model;

(¢) A survey designed to obtain informction about the
attitudes of taxpaycrs, chicfs, councillors and local government
officials on matters of local soveranment taxation.

(This is not the sequence I intend to follow since thexe
is a lot of interdependcnce hetween the parts, but the final

product will take into =ccount all three parts).

The first part concerns the possibility ~f building up a model
which could indicates the texation potentisl of a district., TFor
inetance, Nicholas Kaldor has sugsested thatr the taxation potential
of a country (in-my case a district) is izreatly dependent on
(i) real income per head; (ii) the degree  of ineguality in the

distribution of incomec; (iii) tue relative importance of different
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kinds of economic activity (such as tihe production of cash crops,
subsistence agriculture, and so on; and their social znd insti-
tutional setting; and (iv) the zdministrative competence of the
tax-gathering organs of the government”4 In the case of diptrictis
one must also add anotl:er factor, which is the population of

the district and 1ts sge distribution.

With this part of the study I em likely to run into problems
of availability of statictics 2nd their accuracy, apsrt from
definitional problems; for instance data on distribution of income
in each district is likely to be fregmentary. In sdditior some

of the Tactors such s adwinistrative competence cannot bhe gquanti-
tatively assessed; and the other faetors referring to socizl

and institutional set up would necessitate calling upon other
disciplines for help, 3But, if nothing else, this part of the
study would, I liopes; also have a feed-back effect by sugiesting
saps in available statisties and information relevant to tax

assessment,

In so far as it is necessary for government expenditure to
have sowe regard to the taxation potentisl, this part of the
.tudy could also act as an indicator oi possible levels of local
government expenditure, But this would be subjeet to the res-
ponsibilities which Parliament deems it necessary to entrust to
a particular local zovernment, a fzctor which in turn affects
the distribution of Central Govcrnment grants., It S ny strong
feeling that unless we heve some taxation potential indice tors -
nowever roush- we cannot distribute grants fairly and it also
becomes difficult for tiic Central Government to advise local
csovermmenta on whet level of expenditure they should a2im at and

what sources of wevenue they should tap.

Part (b) calls for an intensive study of local government
finonces and tax assessment procedures in the various districts.
E.g. the main sources of local zovernmecnt revenue over time; growth
of total revecnue @nd expenditure; how dcficits have been covered:
the basis of tax assessment in c¢zch district, and any complicating
factors which have been operative., The minutes of local councils

and Tfinance committees must be probed.

The last part of the study is mo:t suiftable for field work
through interviews., As far as taxpayers are concerned & sanmple
of them will be interviewed by assistants of School Certificate

standard equipped with questionnaires. As far as possible all



County Chiefs will e interviewed by myself‘(scmetimea through

interpreters).. I will also contact versonally TUrban Authority
officials.,

The Questionnaire.

This is the most tentative part of the whole survey, and
the gquestions attached rsre only provisional. In particular,
not all gquestions are suitable for all groups of people likely
to be interviewed; for instance local government oificers at
tre headguarters will not be asked the same questions aos rural
taxpayers, I look to this discussion to suggest improvements;
I also intend to visit a few districts to test the usefulness

of these questions before I finalise this guestionnaire.

People's attitudes to paying _ taxes in very much influenced
by whet they fcel the noney is used for. This part of the
questionnaire will seck informetion from the taxpayers whether
they know what their money is used for and to which layer of
governnert they think (would prefer to pay their taxes.)
(Questionnaires will provide space for information tc be collected
about the, taxpayer's name, level fo educctiony occupstion etce.
A direct gquestion on the taxpayer!s income may hzve to be avoided

although 2ll information will be treated as confidential).

1. How many kinds of taxes did you pay last ycar?
2. To whon werc they paid?

3, Did all your taxes go to the local government or to the
Central Government?

To what use were your taxes put?

L0 2 B
.

Whom do you think determines the use to which your taxes
are put?

6. Would you prefer %o poy all your taxes to the local government
or to the Ceuntral Government?

7. What services in your district/area ore provided by the
Central Government?

8, Which of these would you like to see expanded first?

9, Which nther services would like to see introduced by the
Central Governmen’t or taken over from local government?

10. Which services are provided by your local government?

11, Whick of these would you like to see expended first?

12, Which other services would you like to see introduced by your
local government or teken over from Central Govermment?

13, Do you think Central Government Services are run betier in

your area?



14,

15.

16,

17.

18,

19.

20,

21.

22,

Do you think it would be better to reduce taxes and reduce
the following services:

(a) schools

(b) roads

(c) Gispensaries

(d) policermen

(e) number of ‘chiefs

(f) agricultural extension officers

Which of these Wouldylike maintained even if taxes are reduced.

Supposing your local government could obtain more grants
fronm Central Government which of the above services would
you recommend for immediate expansion (in-order of preference).

Attitude to tax assessment.
Do you think you were assessed fairly last year with regard
to your ucans?

If noty, give reasons.

What factors do you think should not be teken into account
in assessin; taxes?

What factors do you think should be included?

Do you think you: werc assessed too highly in relation to your
neighbours?

Why do you think any of your neig.bours got light assessnents.

Do you thirk many people evade paying taxes? If so how and what
remedy would you su.est?

Do you think graduated poll tax is a fair tax to:-
(a) +he small farmer
(b) the large farner

(c) the traders

(a) civil servants

What changes would you like to see in the composition of
tax assessment committees?
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