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ABSTRACT

The study seeks to determine the response of Kewanue Authority (KRA) to reduction of
revenue as East African Community Common MarketGQEM) is being implemented. An
argument proposed by Bonyo (2009) states that lameital or regional trade liberalization is
likely to lead to revenue losses. Kenya’s impleragan of trade reforms as EAC partner, and
introduction of new electronic and customer senggstems have forced KRA to undertake
extensive change-management activities. In ourarebe data was collected using semi-
structured questionnaires and in-depth intervieWse results were analyzed by use of
descriptive statistics such as percentages anddrmy distribution. These results have then

been presented using tables for easy understanding.

The research findings have revealed that KRA hagsited in taxpayer education and
compliance enforcement as a priority. The authohifs invested in other areas as well
including: business automating systems, customsanddministration procedures, enhanced
investigations and enforcement. KRA staff are beiragned to correctly and consistently
classify businesses and goods in their respectasses and categories for taxation purposes.
The study has shown that implementation of datalbaseragement like tax registers i.e.
Electronic Tax Registers (ETR’s) have improved gghority’s’ revenue collection. KRA
has employed an Integrated Tax Management Systeandore that senior management are
well equipped and able to monitor and handle theresive information from various income
generating vents as well as other administratil&ted actions. The study recommends that
training and education of the stakeholders esggcthe staff as a key component in
facilitating the implementation of efficient systenfor tax administration. The study
concludes by suggesting areas for further researtle. limitations of the study were

inadequate resources for the study in terms of &ntemoney.
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CHAPTER ONE: INTRODUCTION
1.1. Background of the study
With the understanding that trade liberalizatios hawo way effect on revenue collected i.e.
revenue can either reduce or increase, this pagdores how Kenya Revenue Authority
(KRA) is responding to the East African Communitpr@mon Market (EACCM) which
comes with trade agreements that lift most of btaaiffs, quotas, special fees and taxes, and
other barriers to trade between states (Castrb, &004). Established almost 15 years ago by
an Act of parliament, KRA is charged with the resgibility of collecting revenue on behalf

of the government of Kenya.

Kwaku (1995) suggests that the main driver foreasing regional integration in African sub-
continent is the need to increase regional coojperdty creating a unified economic bloc.
The African countries also envisage that this via# the building blocks for stronger
integration between countries that will lead to #ventual creation of an African Economic
Community (WTO, 2005; UNECA, 2004). Kasekende & &w), (2000) are of the view that
regional integration will increase intra-regionaade, which will in turn spur economic

growth and development through economies of scale.

The East African Community (EAC) comprises of fa@untries: Kenya, Uganda, Tanzania,
Rwanda and Burundi with its headquarters in Arusi@nzania. It a regional
intergovernmental organization having been estad#tisn November 1999 and entered into
force on 7th July 2000 following its confirmatiog the original three partner states — Kenya,
Uganda and Tanzania(EAC Treaty, 1999) . Rwanda Bundindi consented to the EAC
Treaty in June 2007 and became full members o€tr@munity with effect from July 2007.

The EAC aims at widening and deepening co-opera@mmong the partner states,



strengthening political, economic and social fidiolstheir mutual benefit. To this extent the
EAC countries established a Customs Union (CU) @52and are working towards the
establishment of a Common Market by July 1st, 284 @eported in the East Standard (2010),
among other things like a Monetary Union by 2018 attimately a Political Federation of
the East African States. (EAC Treaty, 2001). Tleaty enables free movement of factors of
production such as goods, capital and labour athessnember boarders. The customs union
deal was signed in January 2010 and it saw fredggomvement across these states at a zero
rate but provided for taxable Common External T@ET) at various rates i.e. 0%, 0% 10%
and 25% for raw materials, capital goods, interiated goods and finished products

respectively (EAC, 2005).

Partial implementation of the arrangement stantedd05 when Tanzania and Uganda were
allowed to export to Kenya without tariffs, whileeKyan exports to the two countries
attracted five per cent duty(Castro et al., 2004ward this end this paper shows how KRA
IS surviving amidst the political and economic dEsion to recoup maximum revenue
collection which is at the heart of the governmemfforts to improve the quality of life of

our people to improve the food security situatipmvide free primary education and enhance

access to affordable health care among other pettiasues.

Kotler et al. (1999) intimates that all organizasofunction within the environment and
environmental factors affect business operationshef organization. The Kenya Revenue
Authority operates within the greater East African@nunity. The authority has the mandate
of revenue collection thus signs a performancerachtvith the Ministry of Finance to ensure
compliance. KRA is expected to collect ordinaryarwe totaling Kshs. 515.8 billion during

the current financial year (2009/10) compared tdiKs450.4 billion over 2008/09. This



requires revenue to grow by over 14.5% this yednigslighted by Odhiambo (2009). This
scenario may present a challenge to the authaspgaally now that it has trade treaties with
several countries that facilitate free trade imtiof removing restrictive barriers of financial

implications.

Over the years since inception in 1995, KRA hadbiied its collection from Kshs. 122,066
million collected in the 1995/96 financial year kshs. 274,252 million collected in the
2004/05 financial year (Njonjo, 2005). Till dateRK has managed to surpass the revenue
target in financial years 2003/04, 2004/05 and 20062007/08. Last year i.e. 2008/2009,
they missed the mark by 12 billion falling shorttloé set target of 493 billion as the downturn
in the global economic environment and the highatidn rate took its toll on the economy.
Whilst the authority has increasing and steepeagetarin face of economic down slump,

confidence has to be restored in the economy mg@f revenue collection.

1.1.1. Kenya Revenue Authority

The main reasons for the establishment of KRA werassess, collect and account for all
revenues in accordance with the written laws ardsfiecified provisions of the written laws.
Secondly, was to advise on matters relating tathministration of, and collection of revenue
under the written laws or the specified provisiohghe written laws. Thirdly, to perform such
other functions in relation to revenue as the Mingif Finance may direct. Fourth is to
enhance tax compliance through improvement of serdelivery to taxpayers and finally, the

administration and enforcement of laws relatingeteenue (KRA, 2009).

The principal aim in establishing the East Africammunity was to strengthen and regulate

the industrial, commercial and other relations loé fpartner states so as to achieve an



accelerated, harmonious, balanced and sustainaselappment of the economics of the
member countries and to share equitably in theflier@ecruing from this development (EAC

Treaty 1999; 2000). In carrying out these functjiaghe community is mandated to distribute
equitably among member states the costs and bem@ef#ing from its operations. To avoid

double customs duty on foreign imports, the Trestigulates that goods imported into one
member state and subjected to duty in that sthtejld not again be liable to further customs
duty on transfer to another (receiving) memberestéhe Treaty further guarantees “full and
unrestricted freedom of transit” among partnerestdibr goods to and from a foreign country,
except that such goods may be subject to the castaws. The manner of refunding duty

collected by the importing state is laid down.

1.1.2. Implementing The EAC Common Market

As illustrated by Castro et al., 2004 this is tleeand stage in the formation of a regional
trading block with a need to harmonise a numbekef policy areas including use of
common currency, eliminating exchange rate unaastahus forming a Preferential Trade
Area (PTA). Free trade agreements (FTAs) or PTiksimate import tariffs as well as import
guotas between signatory countries. These agresmantbe limited to a few sectors or can
encompass all aspects of international trade. Fdaks also include formal mechanisms to
resolve trade disputes. The North American FrealdrAgreement (NAFTA), COMESA,
East African Common Market (EACM) are examples s an arrangement. For proper
function however, member countries must establigésrof origin for all third-party goods
entering the free trade area. The first stage mm&tion of the regional block is the

implementation of customs union-common externaftar

A customs union (CU) builds on a free trade arearbgddition to removing internal barriers

to trade, also requires participating nations torfumize their external trade policy. This
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includes establishing a common external tariff (CBMd import quotas on products entering
the region from third-party countries, as well asgbly establishing common trade remedy
policies such as anti-dumping and counterfeit messglipsey, 1970). Establishing a
common market (CM) which is the second stage amd ttause for our study, typically
requires significant policy harmonization in a nentof areas since it encompasses free
movement of labour, capital, resource, rights dfal@shment and even residence. Free
movement of labour, for example, necessitates aggae on worker qualifications and
certifications. It is also typically associated-wher by design or consequence - with a broad
convergence of fiscal and monetary policies duthéincreased economic interdependence
within the region and the effect that one membeinty’s policies can have on other member
countries. This necessarily places more severddiimns on member countries’ ability to
pursue independent economic policies. The princiglsfantage of establishing a CM is the
expected gains in economic efficiency. With freebitity, labour and capital, countries can
more easily respond to economic signals within cbenmon market, resulting in a more

efficient allocation of resources (UNECA, 2004).

The need to harmonize a number of key policy ameelsiding use of a common currency
eliminating exchange rate uncertainty is the tstaje followed by the forth and final stage of
achieving a Political federation. This is the ulite goal of EAC integration as provided for
under the Treaty and the EAC Development Strate@¥6/2010 - interventions towards
laying the foundation for the EAC Political Fedésat(Ssekato, 2009). It's worth noting that
attainment of the political federation is a processl not an event and it is hoped to be

achieved by 2013.



1.2. Statement of The Problem

The problems some countries face under any trddgalization system is that they apply
tariff reduction rates to already low national mtkeading to inequitable revenue losses and
making exports to countries with higher nationaksaless competitive (Baunsgaard et al,
2005). This tariff reduction has a direct impact mvenue and KRA needs to asses the
revenue implications the application of the taréfduction program will have on overall
revenue collection especially seeing that the stdargest revenue percentage collected is
from customs duty after the large taxpayer’s offi€RA tends to rely heavily on customs and
large taxpayer's office taxes as sources of govemmmevenue. Lowering or eliminating
tariffs on trade with regional partners, therefaran constitute a significant risk to Kenyans
fiscal position. This is observed against a backgdoof the fact that KRA may lack adequate
administrative capacity and a well functioning detietax system as insinuated by Njonjo

(2005).

KRA has the mandate of revenue collection and divesninistry of finance and the country
at large to collect and meet its target despiteottas. For accountability, it is mandatory that
KRA signs a performance contract with the Ministfy Finance committing to meet the
mandate. External challenges are rampant incluthegcurrent market global trends, slow
economic growth, and poor climatic conditions amalfy ongoing and introduction of trade
treaties that cut down or totally reduce on taxermal challenges are also rife and they
include administrative issues, management policikegspan resources, remuneration etc.
Existing within this environment is inevitable akRA has to work with the forces to achieve

a balance and still meet its mandate.



Going by the global market trends and an ever asing budget, KRA has been found
wanting in as far as revenue collection is conagriehas not been able to meet its last
revenue target for the last two consecutive firangears i.e. 2008/2009 and 2009/2010. This
thus prompted the study as we seeked to reseattiBemnhow KRA is boosting its current
revenue collection while working within the greaeAC even in the face of lean resources

but still stay on top of matters revenue.

1.3. Objectives of the Study
o Determining response strategies adapted by KRAdoréduction of revenue
as a result of the EAC common market.
o Exploring the plans that KRA will use to maximize the implementation of

the EAC common market.

1.4. Importance of the Study
This study is of importance to several stake haldgrerating within a common market more

so within the EAC common market. Among them being;

The Kenya Revenue Authority

Being at the heart of this study, KRA will be alideuse this information to evaluate
its current revenue situation verses revenue imaptio factors brought about by the
union. This scenario will present a birds eye viathe Authority prompting new
insight into issues perhaps not previously seentlansl making of informed decisions
by management in as far as working within borderlsstes where boarders once

existed is concerned.



Senior Management of EAC Revenue Authorities

This is in respect the revenue authorities in thespective EA states. Working within
the same environment may imply facing similar afragles, with KRA as a case study,
the paper has tackled a few milestones and obstacksented within the common
market and how best to negotiate them. This inféionawill therefore be of benefit to

the other authorities.

The Gover nment

KRA as chief collector of government revenue, tbgegnment through the Ministry
of Finance will be keen to note that regional tramerations brought about by
EACCM, may generate minimum revenue. They shouid tboncentrate on CET,

domestic taxes and other means of raising statsnuev

Academicians and Resear chers

The information from this study is a contributi@nexisting literature in the same field
and because the paper is not exhaustive as faheaEAC common market is
concerned, leaves room for further research ierotelated fields for example; the
impact of free movement of factors of productitke Ipeople, labour and even rights

of establishment.



CHAPTER TWO: LITERATURE REVIEW
2.1. Introduction
Multilateral or regional trade liberalization doast necessarily lead to revenue losses. If
tariff reductions (to levels above zero) triggemare-than proportional increase in trade
flows, government revenues from trade taxes mayaat rise (WTO, 2001). Moreover,
revenues from taxes on value-added (sales) andnimdaxes are likely to grow because of
higher domestic consumption arising from lower @siof tradables, as well as higher growth
resulting from the improved allocation of resour@esthe economy. If revenue shortfalls
occur, however, countries with sound administrati@pacity will often be able to recover the
losses by strengthening domestic indirect taxesad®ning the tax base, and increasing the

efficiency of raising funds for the government (IKe% Ligthart, 2001).

Baunsgaard & Keen, 2005 argue that low-income c@mmtand particularly the least
developed countries (LDCs), frequently lack adeguadministrative capacity and a well
functioning domestic tax system. They tend to regavily on trade taxes as sources of
government revenue. Lowering or eliminating tariff® trade with regional partners,
therefore, can constitute a significant risk to @urdry’s fiscal position. For example,
estimates of the prospective impact of the EconoRactnership Agreement between the
European Union and the Economic Community of WesicAn States (ECOWAS) indicate
that some of the participating African countriesldolose more than 20 percent of their
government revenues as a result of preferentid taductions (Busse & Grossmann, 2004).
A WTO study, 2001 support the argument by addirag the Risk and Lose Compensation
Agreement (RLCAs) in the COMESA and the Economian@unity of Central African
States (ECCAS) appear even further away from ededmplementation. By contrast, the

revenue sharing funds in the Southern African Gustt/nion (SACU) and the West African



Economic and Monetary Union (WAEMU) have been openal for several years. RLCAs
differ in their design and implementation charastars, particularly with respect to their

duration and their handling of resource mobilizatmd payout criteria.

2.2. Trade Agreements

Studies show that the African countries have bagsying regional integration to overcome
the fundamental development constraints that aegackeristic of African economies, i.e.,
small economic size; lack of structural complemsti¢s as manifested in the narrow set of
similar low-value primary export products and basimerals produced; and, dependence on
imports of intermediate and final goods (ADB, 2Q08prmally trade agreements have very
important implications for developing countrieseytcertainly have potential to provide them
with new trading opportunities, lock in reform ahd powerful tools for economic growth.
However, liberalisation between countries with Wadtfferent levels of development, if it is
too fast and too deep, could be very damaginghenteakest part argues Schott(1991). For
liberalisation to benefit developing countries,dheshould be granted special and differential
treatment so that they can protect their infantugtdes (via tariffs, subsidies, state

intervention or any other tools) until they areosty enough to compete internationally.

The process of trade liberalization in South Afficaexample, involved lowering the average
tariff level by one third over five years since #9®%s it stood, the agreement was to reduce
the level of tariff protection from a weighted aage of 30 to 15 per cent on 98 per cent of
tariff lines, in order to rationalize the tariffrgtture and to terminate both export subsidies
and the tariffication of quantitative restrictioms respect of agricultural imports (Calitz,

2000).Lately, more than 10,000 tariff lines arengerationalized to less than 6,000 and

10



differentiated tariff rates are standardized to sikes ranging from zero to 30 per cent

(Roberts, 2000).

2.3. The Free Trade Areaand Common Tariff Structure

Taking an established free trade area like COME&Aekample, it was to establish a Free
Trade Area (FTA) by the year 2000 and all countwiese supposed to have reduced tariffs by
80% as at October 1996. In fact, only 5 countriéenforos, Eritrea, Sudan, Uganda and
Zimbabwe) had reached that level, with Kenya, Malkawd Mauritius on 70% and processing

the 80% level. Tanzania (has since left) was by firecessing the 80% tariff reduction (Julu,

2005). The problems some countries face are tlegt dpply tariff reduction rates to already

low national rates, leading to inequitable revelusses and making exports to countries with
higher national rates less competitive. There $® @ problem with application of the tariff

reduction program at different stages by diffe@intries (Baunsgaard et al, 2005).

One of the principle mechanisms through which COMESember States fulfilled the
provisions of the COMESA Treaty was to simplify amarmonize their customs procedures
and documents, standardize the collection of rigjadccurate and up-to-date trade statistics,
facilitate trade in the region through the implema¢éion of the Automated System for
Customs Data and Management (ASYCUDA) and Euro éré rant, 2001). The
ASYCUDA/Euro Trace assist the business communityctear goods efficiently and

effectively increase the revenues of COMESA men3iates.

Related to the establishment of a Free Trade Aredh® elimination of Non-Tariff Barriers
(NTBs) and the simplification of rules of origindinalue added criteria. Elimination of non-

tariff barriers (NTBs) such as in liberalization ofport licensing, removal of foreign

11



exchange restrictions and taxes on foreign exchamgeoval of import and export quotas,
removal of road blocks, easing of Customs fornesjtiextending times border posts are open
are some of the activities that have been impleeteby FTAs. Some improvements often
overlooked that can make intra-regional tradeegaisiclude improving the transport and
communications structures, ease visa requirememgfove information, and access to
information on trade opportunities, further redurestoms and bureaucratic procedures at
border crossings etc as sighted by Julu, 2005. €§wexific NTB is the amount of
documentation required to move goods between cegntrCOMESA for example to assist
with the removal of this NTB it designed the COME&Astoms Document, or COMESA-
CD (Ebrill et al. 1999). The Secretariat is curhgnworking on the identification of other
remaining non-tariff barriers and drawing up measwn ways in which these NTBs can be
resolved and the assistance of the private secidrti®e donor community in identifying
NTBs, recommending ways in which they can be redwreremoved and collaboration with
COMESA on the process of their removal would bebenefit to the process of economic

growth in the region.

2.4. Common External Tariff (CET)

A common market calls for free movement of goodsl a&ervices and all factors of
production. This therefore implies an environmefrzaro internal tariff as well as elimination
of all non-tariff barriers to cross-border tradecam the Partner States but implement a CET.
COMESA implemented a Common External Tariff in tear 2004 and as this currently
stands the CET will be 0%, 0%, 10% and 25% on ahpgitods, raw materials, intermediate
goods and final goods respectively. There aredditen, a number of sensitive products that
are exempt from the CET and may be imported atrcatpecific tariff levels that are higher

than 25 %. These include wheat, rice, maize (nosé®d), some cotton clothing, jute bags

12



and sugar. Ngambo (2007) reports that There dleashumber of obstacles to be faced
regarding the CET, not least on the levels, on diamge, on identifying alternative sources
of revenue where revenue loss could result fronptwag the CET, on defining the modalities

of administering the CET and the categorizatiogadds into the proposed CET structure.

Under trade liberalization and development in EA€ key objective was to move towards
establishment of a Customs Union with a Common fBaieTariff (CET), elimination of

internal tariffs, removal of non-tariff barriers,d@ption of common anti-dumping,

countervailing and safeguard measures, adoptiaomwimon rules of origin, and adoption of
common positions against illegal dumping of toxiaste. This was aimed at moving closer to
a Common Market with a common competition policph@&ced cooperation in export
promotion and trade in services and developmentcahpetitiveness and a stronger

negotiation capacity (EAC 1999:2000).

2.5. Economic Situation

Africa as a whole is facing huge economic, soaml political challenges. Paramount among
these is a hostile external trade environment,rgelalebt burden and reducing levels of
Official Development Aid (ODA) as given in the WT&atistics journal, 2008. Up until the

late 1980's and early 1990's COMESA countries Wadid an economic system which

involved the state in all aspects of productiomstribution and marketing, thus denying the
private sector an economic role to play, exceptshspkeepers, and promoted import
substitution and subsidized consumption. The theasyadvanced by UNCTAD(2001) was
that successful emerging industries could be ifledtiby the state and nurtured, through a
system of subsidies, grants and protection froreior competition behind a high tariff wall,

and that these industries could then grow to a s@a which they could compete against
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foreign firms. This did not actually happen as doenestic markets were too small, in terms
of purchasing power, for industries to realize exores of scale; lack of competition resulted
in poor quality goods being produced; foreign dirgwestment was actively discouraged,
resulting in insufficient levels of investment tagiplace in both capital and labour and in low
levels of technology transfer; and a lack of compatarily between domestic industries

(WTO, 2008: Schott (1991).

General trends in economic growth as featured i€ BE*evelopment Strategy (2006-2010)
showed some variations in the GDP growth experierfoe the three partner States i.e.
Kenya, Uganda and Tanzania before the entry ofabtetwo states. Over the past six years,
Uganda and Tanzania have experienced an averagehgod 5 percent and 4.8 percent
respectively while Kenya has seen a lower averageth of 1.3 percent per annum over the
same period. However, during 2005 Kenya’'s econoawy & revival with GDP growth rising
to 5.8 percent compared to 6.8 percent in Tanzanth5.3 percent in Uganda. While the 7
percent EAC growth target had not been met by dny)@ EAC Partner States during the
second EAC Development Strategy (2001-2005), tmedtisuggested positive improvements
with a convergence to a growth rate of about 6grclanzania and Uganda economies are
generally dominated by agriculture and this cafersthe livelihood of a large part of the

population of East Africa.

There is a declining trend however in the sharagsfculture to varying degrees in all the
three economies with no sufficient information malicate the extent to which the decline in
the share of agriculture is resulting from risirmgdguctivity, a desirable outcome for a sector
that caters for the livelihood of the majority oa¥ Africans. The increasing shares the

service sector, which reached 62.6 percent in Ke#y® percent in Uganda and 39.3 percent
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in Tanzania in 2002 tended to stabilize at theselse making up for the declining share of
agriculture(EAC Development Strategy, 2006-2010¢v&itheless, agricultural growth is a
key driver of the overall economic growth and immments in the livelihoods of the people
in the region. As regards trade, agricultural paglilaccount for a significant proportion of
cross-border trade among the three Partner Stétesugh a large part of this trade is
informal and therefore not captured in official tstics. Table below shows the general

structure of the EAC economies in 2001 -2004 (leéortry of Rwanda and Burundi).

Table2.1: General Structure of the EAC Economies (per centage of GDP)

Kenya Uganda Tanzania
2001| 2002| 2004| 2001| 2002| 2004| 2001 | 2002| 2004
A: BROAD SECTORS OF THE ECONOMY

Agriculture 27.8] 26.2| 24.8| 36.4| 31.4| 33.2| 44.8| 44.4] 433

Industry 18.2l 18.3| 19| 20.9| 22.7| 23.1| 16/ 16.3] 175

Services 62.9 62.6] 64| 42.8]| 45.9| 43.7| 39.2| 39.3| 39.2

B: PRIVATE AND GOVERNMENT CONSUMPTION

Private consumption 79 81.1| 17.5| 81.4| 78.3| 76.8| 79.9| 77.1| 71.2
General government

consumption 16.8 10.2| 19.2| 12.5| 15.3| 15.6| 11.7| 12.5| 15.3

Source: World Bankifrica Development Indicatoy2005

With the above indicators, foreign and domesti@stmnent is a macroeconomic aspect which
has called for urgent attention by all Partner estat ooking at Foreign Direct Investment
(FDI) first, over the past decade, Tanzania andndgahave seen an increase in FDI flows
while Kenya has received rather low levels of FBlYy 2004, the EAC region had
accumulated FDI stock amounting to US$ 8039 millgdrwhich 64.7 percent is accounted
for by Tanzania, 20.1 percent by Uganda and 15r2epé by Kenya (World Investment
Report, 2005). In as much as Kenya is the only ggusith significant outward FDI, it still

faces a challenge to stimulate investments in sgctier than services.
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2.6. KRA Revenue Enhancing Strategies
In advent of customs union in 2005, KRA anticipasedhe changes both anti and in favour of
the revenue body. This therefore prompted reforntisinvthe authority in order to stay both
competive and relevant in this fast advancing essrworld as articulated by Porter (1979).
He cautions businesses of sloppiness within a grgglobal economy. Strategies developed
by KRA included:

Customs Reform and M oder nization Project
Under the customs reform and modernization proj€&A has undertaken among other
things, installation of an electronic data inte€fagystem, establishment of a user-friendly
customs services department, introduction of plog-stop customs activity at border posts,
streamlining of port operations through introdustimf scanners, and development of a one-
stop documentation process for handling import dumntation(KRA, 2004). KRA sought for
the experience of other countries in its searchafoiintegrated systems architecture having
the capacity to link all actors and documents imedl within the tax and customs systems.
Kenya’'s implementation of trade reforms as EAC mpanrtand introduction of new electronic
and customers service systems have forced the K&RAindertake extensive change-
management activities (Gainde, 2001). In its e$foot move its reforms forward quickly, the
KRA introduced its first programs and personal tshibefore carrying out change-
management sessions. As part of its customs maaeion reform activities, KRA
employees are employed under the terms of sendn&acts that spell out expectations, in

keeping with government of Kenya’s larger resulisdrl management strategy.

Revenue Administration Reform and M oder nization Programme (RARMP)
Since the inception of KRA in 1995, revenue col@tthas continued to grow while

professionalism in revenue administration has be@manced (Ogaga, 2007). Despite these
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KRA was still faced by a number of challenges foms time including technological,
political, legal and social. Thus in order to irese efficiency and competence in the context
of EAC, KRA Second Corporate Plan 2003/04-2005/06ilev acknowledging these
challenges recommended appropriate strategiesdi@sglthe them. This put into action the
Revenue Administration Reform and ModernizationsgPam (RARMP) which commenced
in 2004/05 with the objective of transforming KRAte a modern, fully integrated and client-
focused organization (Buyonge, 2006). The RARMPcess adopted project management
and business analysis techniques in accordance intihnational best practice with the
creation of the Programme Management and Businesdysis Office (PMBO) under the
Office of the Commissioner General. This has leth development of an institutionalized
administrative framework for the RARMP making itsea to track progress in the reforms

(KRA, 2009).

Customs Ser vices Department Reform and M oder nization Project (CRM)
This project aimed at transforming customs intoadern customs administration by 2008/09
financial year in accordance with internationallycepted conventional standards and best
practice as outlined in WTO, 2009 agreements aadMCO Revised Kyoto Convention on
simplification and Harmonization of Customs Proaedu This was to be done through; First
and foremost, implementation of a fully functionsbd customs structure and reengineering
of customs procedures from physically controlleceaids to risk based and post release
controls through strengthening of Post ClearancditAtbecondly was taking the lead in
implementing an inter-agency review of border pssogg and clearance time to enhance
service delivery at the borders. Thirdly was takiing lead at the regional level in addressing
deficiencies in the East African Management Actstceamline the import/export process.

Fourthly, enhancement of the Simba 2005 systemtifumality in critical areas of manifest
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acquittal, management reporting and risk basedtate Last but not least, enhancement of
staff competencies in critical areas such as rasded approaches to cargo management and

the adoption of post release verification and a{ikiRA, 2009).

Domestic Taxes Department Reform and M oder nization Pr oj ect
This project as outlined on the webpage of KRAsediin 2009, seeks to create a Domestic
Taxes Department that is structured along the keyadministration functions of taxpayer
education and services, returns and payments miogesaudit, enforced collection and tax
operations policy. This will be achieved throughplementation of an Integrated Tax
Management System (ITMS) that integrates both iretex and value added tax operations
and takes a single view of the taxpayer. It wilcaknhance service delivery by achieving
complete taxpayer segmentation through buildingacey in the Large Taxpayer Office and

developing specific programmes targeting the Middid Small taxpayers.

KRA Business Automation Project
This Project seeks to develop and implement anrgnige-wide IT strategy for KRA which
promotes integration of domestic tax administraio the exchange of information between
DTD, Customs and RTD. The Project will enable agé view of the taxpayer’ across all
KRA functions, ensure efficient and effective rewencollection and attain operational
excellence. The project will undertake to providarsless sharing of information across KRA
and interconnectivity with external systems of staders to enable integrated e-processing

of tax returns and efficient enforcement.
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2.7. Conclusion

Economic globalization and the expansion of thevises sector are inevitable facts of
business life because of rapid advances in commtoi; transportation, travel, other

technologies, population growth and the desireattsfy increasing human needs. Common
practice predicts that trade liberalization brireggnmercial competition closer to the ideal
which will result in the lowest prices and highegtality of goods and services, and the
ultimate outcome will be greater equity in the wisition of incomes in similar industries

across borders (Chocholiades, 1990). Comparativearaage will ensure an effusion of

economic specialization, increased efficiencies amstomer satisfaction. In agreement with
Ball et al., 1996, in order to thrive and prospesremically, a country, community or society
must identify and promote areas of commerce in Witican compete with others that may
be operating in those same areas, and it is mgfbaind perhaps that of others with similar
inclination, that every habitable region througk tift of nature has something or the other
that gives it an advantage over others, evenig dnly the advantage of location, climate,

population or culture.

Since the source of Kenya government’s tax revesugtimately GDP, a particular method
of taxation would generally be most effective if @ntributing parts are included in the tax
base. If some of the untaxed economic sectors aaxifd as self-contained enclaves, and do
not uniformly interact with other sectors, they Wwbumake zero, or at most, less than a
proportionate contribution to total government t@venue, whether directly or indirectly
(East Standard, 2010). The effect of removing esd@aing restrictive import duty systems in
countries that rely primarily upon these for goveemt tax revenues will obviously be to

reduce the overall tax revenues in those counui@ess the shortfalls created are made up by
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adopting other forms of primary taxation that arerentrade friendly and equally or more

effective in generating and collecting tax reve(lDe Rosa et al, 2002).

Castro et al (2004), propose that the total wel&fect of the CU implementation is the sum
of three variables: change in revenue, change mswoer surplus, and change in producer
surplus. Regional tariff preferences will thus tedd to a decrease in import prices or a
change in import demand. If, on the other hand, oingp of certain tariff items are
predominately sourced from CU partners, the redidaaff preference will lead to a
reduction in the import price for such goods armtémand expansion. In reference to taxation,
just as consumers shop around for the lowest @mckhighest quality, and employing firms
shop around for the cheapest labour and greatestugiivity, taxpayers in the common
market economy will shop around for the lowest tates and best public service and enter
those jurisdictions. This means that governmenlisoemmpete against each other almost like

private businesses.
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CHAPTER THREE: RESEARCH METHODOL OGY
3.1. Research Design
A case study method was used to conduct the réseand in this case, the study was on
Kenya Revenue Authority. Case study is a form d@litptive analysis where a study is done
on one organisation, and it gives a detailed ingasbn of a single subject. This method
emphasises on depth rather than breadth. Througlseastudy, the researcher was be able to
obtain in-depth knowledge and understanding aldmirésponses already in place to combat

revenue changes within the EACCM.

3.2. Sample Design

Systematic random sample selection was used bedaigseepresentative of the population,
was easy to implement and covered a large samg#e Bhe study covered KRA offices in
Nairobi (which is the headquarters) and Mombasi @svers entry and exit points of goods.
Other border stations like Malaba, Isebania and idBusere reached via internet
communication as they also deal with entry of goddss key revenue points. The
departments interviewed included Domestic Taxesst@ns Services, Large Taxpayers

Office, Road transport and Support services.

3.3 Data Collection

Both primary and secondary data were used to ¢otiémrmation. Primary data was obtained
from interactive personal interviews with the resgents within the organisation where use
of open-ended questions was employed so as tougditajive dataThe instrument used as
an interview guide was a questionnaire. Questioaeavere also dished out to respondents
who were of middle and top management as well dswaselected officers within the

Authority. Secondary data was collected from indsources such in-house publications and
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external sources including library publicationsademic journals, magazines and media
excerpts on the common market protocol. The respaisdvere drawn from five departments

that support revenue collection in KRA. The stualgeted a total of 55 respondents.

3.4 Data Analysis

The method applied in this study was the contealyais method. Content analysis is the
systematic and qualitative description of the cosigmn of the subject of study. It is a
technique for making inferences by systematicaliy abjectively identifying specified
characteristics of data and thereafter using tiiermmation to relate trends (Nachmias and
Nachmias, 1996). Content analysis method was apptepconsidering the depth and detalil
of information received because as it guards agaelgctive perception of the content and

provides a rigorous application of reliability avalidity.
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CHAPTER FOUR: RESERCH FINDINGS AND INTERPRETATION

4.1. Introduction

This chapter gives detailed findings, results aisdussions of the study. The study sought to
investigate the response by Kenya Revenue Authtwithe reduction of revenue as a result
of implementation of East African Community commararket. The study singled out the
five departments that support revenue collectioiKRA. The study targeted a total of 55
respondents, 46 respondents answered and retuhedd questionnaires, and this is an
equivalent of 85.1%. According to Babbie (2002)y aesponse of 50% and above is adequate

for analysis thus 85.1% is sufficient.
4.2. Findings

The study sought to find which areas KRA had ine@sh, in its endeavour to boost revenue
collection as EAC common market has been implengenfehis data was collected

qualitatively and a variety of observations weredma
4.2.1. Respondents Distribution by Age

From the findings shown below, most of the resporsievere aged between 36 to 45 years
(57.8%), followed by those aged below 25 (24.4%) dre remaining were aged between 25

to 34 (6.45%).

Table4.1: Respondents Distribution by Age

Years Frequency Cumulative %
Below 25 11 24.4
26-35yrs 5 111
36-45yrs 26 57.8
Above 46 3 6.7

Total 45 100.0

Source:Researcher2010
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This shows that majority of the employees in thrgdted departments within KRA are aged
between 36 to 45 years. In regard to the studguibenticates the credibility of the data
collected since most of the respondents must hawee sdegree of experience working in

KRA.

4.2.2. Level of Education.

The study sought to find out level of educatiortte respondents so as to ensure that those
who responded had basic level intellectual capaoitynderstand issues related to KRA and
EAC common market. This would give credibility bkir answers.

Table 4.2: Respondents Distribution by L evel of Education

L evel Frequency Cumulative %
Masters and above 9 19.6
Degree 33 71.7
Diploma 4 8.7
Certificate 0 0.0
Total 46 100.0

Source:Researcher2010

The results shown in table above indicate that rab#te respondents had attained university
degree education as their highest level of educa® shown by 71.7% followed by 19.6%
who had master’'s degree and above. The remainif¥g 8ad diplomas. The study showed
that the respondents had the intellectual quatiboawhich enhanced their ability to give
informed answers as concerns KRA matters and EA@noan market. The literature
reviewed and interviews carried out showed that kd&®dployees in the various departments

have the necessary qualifications in tax admirtisina

4.2.3. Work Experience

The study assessed the respondents work experieniteir current positions within the

departments that support revenue collection sottieatesearcher could validate the results by
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appreciating the respondents’ background experiesfcavorking in related assignments

within KRA.
Table 4.3: Yearsof Work Experience at the State Cor por ation.
Years Frequency Cumulative %
3 and below 15 32.6
4-6 21 45.7
7-9 7 15.2
Above 9 3 6.5
Total 46 100.0
SourceResearcher2010

The study revealed in table 4.3 above shows 45.7%heorespondents had worked in the
respective department in KRA for about four to gears, 32.6% of the respondents had
worked below three years, 15.2% had a working egpee of between seven to nine years.
Only 6.5% had worked for more than nine years. Thisws that a big percentage (45.7%) of
the respondents had worked for about four to sryevithin the Authority and thus had

background information on revenue collection artdrimal operations and that the quality of

the results had credibility.

4.2.4. Departments Created

The findings in table 4.4 show that 46.7% of thepmndents said that KRA has created new
departments in order to boost revenue collectiom assult of the implementation of EAC
market.

Table 4.4: New Depar tments Cr eated

Creation Frequency Cumulative %
YES 21 46.7
NO 15 32.6
NOT SURE 10 21.7
Total 46 100.0

SourceResearcher (2010)
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32.6% of the respondents said NO to the same guesthile 21.7% were not sure. These
results indicate that KRA might have created nepadinents in response to EAC integration
yet other staff were not aware that the creationeat departments is as a result of the EAC
common market. Qualitative data collected in regardhe creation of new departments
revealed that the main functions of the new depamtsiare to intensify revenue collection

and to seal loopholes for revenue loss.

4.2.5. Measuresto Increase Transparency and Accountability.
The study sought to find out the measures beind bgeKRA to increase transparency and
accountability in its revenue administration opiera. The respondents were allowed to

choose from among three options where more tharclooiee was allowed.

Table 4.5: Measures being used to I ncrease Transpar ency and Accountability.

M easur e Frequency Cumulative %
Adequate notifications 17 29.3
Simple tax assessment and payment forms 27 46.6
Direct consultations with tax administrators 14 4.
Total 58 100.0
SourceResearcher2010

29.3% of the respondents chose adequate notifitati#6.6% chose simple tax assessment
and payment forms, while 24.1% of the respondehtss& direct consultations with tax
administrators. These results indicate that KRA éagraced simple tax assessment and
payment forms as a major move in order to makeaixs administration transparent and
accountable. In addition, adequate notificationsd adirect consultations with tax
administrators have also been embraced to incréasesparency and accountability.
Qualitative data collected in regard to currenviserdelivery revealed that compared to three

years ago, service delivery at KRA is more effitiérhis is in line with the analyses which
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showed that most respondents described curreniceedelivery as very efficient and

effective.

4.2.6. Accurate Collection of Duty and Process | mprovement

The study sought to find out KRAs intentions regagdaccurate duty collection and effective
improvement to the process which depends heavilythenintegrity of controls, revenue
collection officers and soundness of the procegsiwed. The respondents were asked to rate
how KRA had improved on the same.

Table 4.6: Accurate Duty Collection and Process | mprovement

Comment Integrity | Soundness | Revenue | Averages | Percentages
Controls of the collection %
process officer
involved
Highly 13 7 10 10 21.0
Improved
Improved 19 19 14 17 40.0
Average 8 10 13 10 21.0
Improvement
Not much 2 3 4 3 6.0
Improvement
Not sure 1 2 1 1 2.0
Unmarked 3 5 5 5 10.0
Total 46 100.0

Source:Researcher2010

The results from the table 4.6 reveal that inded®iAKhas improved the three factors
mentioned in order from greatest to least beinggrty of controls, revenue collection

officers and soundness of the process involvecesely.

4.2.7. Various Aspects of Revenue Collection

The study sought to explore the respondents uradghsty and experiences on various
aspects of revenue collection currently within KRBhe aspects tested were coded in
alphabetical letters as listed below.
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A. Tax administration and procedures are effective

B. Customs (trade) consultation mechanisms are efticie
C. Increased efforts against commercial (revenueyfrau
D. Enhanced compliance or enforcement

E. Tax risk management is being organized

F. Coordinated border control with other border agesici
G. Enhanced capacity building and technical assistance

H. Use of efficient IT and technical assistance

The results were analyzed and presented in the #abBlas shown below.

Table 4.7: Various Aspects of Duty Collection

Opinion Respondents Average | Percentage
A|B |C|D|E| F| G| H
Strongly agree 7 2 11 8 13 bH 18 10 8.625 23.96
Agree 37| 28| 26 32 22 28 27 27 22.375 62.15
No opinion 1| 11| 5| 4 6] 7 - 6 3.125 8.68
Disagree 1 5/ 4 22§ 4 1 3 1.87% 5.21
Strongly Disagree - - - - -2 - -
TOTAL 46 | 46 | 46 | 46 | 46 | 46 | 46 | 46 36.0 100.0

Source:Researcher2010

From table 4.7 above, the findings clearly indictitat all the eight aspects tested i.e. tax
administration and procedures being effective, amust consultation mechanisms being
efficient, increased efforts against commerciakraxe fraud, enhanced compliance or
enforcement, tax risk management being organizedtdinated border control with other

border agencies, enhanced capacity building arfthiesl assistance, use of efficient IT and
technical assistance; most of the respondentsgiyragreed or agreed. Total percentage for
those who strongly agreed and those who agreedie@6al1%. This is an impressive

performance by KRA concerning the eight aspect®deand indicated above. These results
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thus clearly indicate that much activity is going im0 KRA as far as the integration of the

EAC common market is concerned.

4.2.8. Performance of the Six Tax Administration Functionsin KRA.
The study wanted to know the current performant¢mgaas being felt or viewed by the
officers/staff in regards to the following admimétve functions within the authority:

A. Domestic Taxes

B. Large Taxpayers Office

C. Customs Services

D. Road Transport

E. Support services and Training

F. Technology Adjustments

The table below shows the research findings.

Table 4.8; Perfor mance of Tax Administration Functionsin KRA

Rating Respondents Average | Percentage
A |/B|C|D|E| F| G| H

Excellent 10| 11y 10 § 11 4 11 18 10 22
Good 30| 15| 27 20 20 20 25 20 43
Fair 2 |14 3| 122 153 30 11 1 11 23

Poor 2 4| 4 2 6 4 1 0 2 5

Not Applicable| 2 2 2| 4 12 2 3 y. 3 7

TOTAL 46 | 46 | 46 | 46 | 46 | 46 | 46 | 46 46 100
SourceResearcher2010

The total percentage of respondents rating thetifume a good and excellent equals 65%.
This is followed by 23% for those who rated the &dministration functions fair. This
performance rating is remarkable concerning thegeadministrative functions tested and

indicated above. These results clearly show thah kKRwvorking tirelessly to stay afloat in the
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wake of the integration of the EAC common markebnk the same analysis on table 4.8
above it is paramount to note that much work sgkds to be done as far as large tax payer’s

office and road transport tax administrative fuoie§ are concerned.

4.3. I nter pretation

The results revealed that KRA has invested in tgepaeducation and compliance
enforcement as a priority. The authority has ins@$h automating business systems, customs
and tax administration procedures and also enhamextigations and enforcement. The
research also indicated that support services ahdygformulation have not been left out as
the creation of new departments like Programme ament and Business Analysis Office
(PMBO) under the Office of the Commissioner Genel@T and electronic scanner
departments are aimed at boosting operations guenue. All these findings support the fact
that indeed KRA is continuously galvanizing its maery and resources to keep in pace with

the integration of the EAC market.

Qualitative data from the study revealed that KR¥s Istrengthened its capacity on property
tax administration i.e. property registry maintecgnvaluation and appraisal, assessment and
billing, collection, enforcement and taxpayer seeviThe KRA staff are being trained to
correctly and consistently classify businesses dtp hn correct valuation of businesses.
Implementation of database management like tastegii.e. ETR (Electronic Tax Registers)
has improved KRAs revenue collection. The Authotligs employed an Integrated Tax
Management System (ITMS) to ensure that the sdoc@ management has the necessary
information to undertake comprehensive and effectock take as pertains revenue. Tax
administration and procedures have also been imedrewid this has had a positive effect on

the revenue collected by KRA.
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The study further showed that KRA has engaged Binegs sector public relations and tax
education campaigns to ensure the business commumiterstands and supports reforms.
This has in turn increased revenue collection iwnlitewh to strict enforcement against
noncompliance measures taken up by KRA. The keypdreased local revenue collection
which KRA has adopted is to strengthen the capaoftyall its departments and tax
administration functions to more effectively manakaspects of revenue administration.
KRA has simple, yet effective administrative prosexs which are easy to implement at local
level. KRA’'s administrative procedures are comprehiee; cover all revenue and
administration functions including tax base adnmitson and information database
management, appraisal and liabilities assessmenbicing, cash office management,
collection, monitoring, enforcement and customewise. The study thus concludes that
KRA has and is putting a variety of measures taiensghat revenue collection is increased

even now as EAC common market has being implemented
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CHAPTER FIVE: CONCLUSION AND RECOMMENDATIONS

5.1. Summary

The responses were based on general informationtrenabjectives of the study. Indeed
KRA has created new departments in order to bomsnue collection as a result of the
implementation of EAC market. These results indicdiat KRA has embraced simple tax
assessment and payment forms as a major move er twdmake its tax administration
transparent and accountable. In addition, adequatiBcations and direct consultations with
tax administrators have also been embraced todeer&ransparency and accountability, tax
administration and procedures are becoming effecticustoms/trade consultation
mechanisms are being efficient. There is increaféatt against revenue fraud, enhanced
compliance or enforcement, tax risk managementgo@iganized, coordinated border control

with other border agencies, enhanced capacity ingiland technical assistance.

The research findings have revealed that KRA hagsied in taxpayer education and
compliance enforcement as a priority. It has ire@$h automating business systems, customs
and tax administration procedures, and enhanceésiigations and enforcement. Other
systems also put in place in regards to safegugundivenue at the entry points is the use of
the scanner. KRA staff are being trained to cdlyedassify businesses to help in correct
valuation of businesses for the sake of income aad also understanding the rules of
valuation and tariff classification for customs poses. Implementation of database
management tax registers has improved revenuectiollecoupled with an Integrated Tax
Management System (ITMS) that enhances serviceatgliand integrates both income tax

and value added tax operations and taking a sing¥e of the taxpayer.
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5.2. Conclusion

Multilateral or regional trade liberalization doast necessarily lead to revenue losses as have
been seen from other trade agreements like COMERANAFTA. If revenue shortfalls
occur, however, countries with sound administrati@pacity will often be able to recover the
losses by strengthening domestic indirect taxesad®ning the tax base, and increasing the
efficiency of raising funds for the government aticalated by Keen & Ligthart, 2001. Trade
agreements have very important implications fomtoes with similar levels of development
and have the potential to provide them with newlitrg opportunities, lock in reform and be
powerful tools for economic growth (Schott, 199&nya finds itself in this position as it has
formed a relationship with the EAC. KRA's revert@lection mandate is therefore given a

boost seeing as other similar treaties have worked.

KRA has simple, yet effective administrative progexs which are easily implementable at
the local level. KRA’s administrative procedureg @omprehensive and cover all revenue
and administration functions including tax base mistration and information database
management, appraisal and liabilities assessmenbicing, cash office management,
collection, monitoring, enforcement and customewise. The study thus concludes that
KRA has and is putting a variety of measures tasnshat revenue collection is increased
even now as EAC common market has being implemeKied has a sole responsibility of
ensuring that there is no revenue loss even as Kepgrates within the EAC common
market. This is because the government of Kenydgunore than 80% of its budget from
revenue collected. While it is true that KRA hag parious measures and adjustments to
heighten revenue collection, it has the challengenaking its tax administrative functions
more efficient. The systems should thus be tramspaaccountable and effective; free from

corrupt practices.
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5.3. Recommendations

Coordinated training and education of the stakedrslcand especially the staff as a key
component in facilitating the implementation of ieé#nt systems for tax administration
should be adopted by KRA management. KRA shoulcimimg for in-house trainings to
ensure that all the staff understand tax administraprocesses and procedures and
implications of revenue loss thereof. Contact with taxpayer should be improved in terms
of customer service; this will ensure maximum cademge with minimum resources.
Domestic indirect taxes should be improved by bev@ng the tax base, and increasing
efficiency especially in the large taxpayers offaxed road transport departments. Common
External Tariff (CET) on goods locally availabletinn the region should be given specific
tariff levels that are higher than 25 % e.g. sugaize (not for seed), vegetable produce, tea,
coffee some cotton clothing. Dumping practices &thdae discouraged and hefty fines in
terms of excise duty charged on the same for examplused industrial machinery. The
government should come in to ensure uniform traditapdards regarding classification,
grading or marketing are applied across the statasoid unfavourable treatment for similar

products imported.

5.4. Areasfor Further Research

The EAC common market now being a reality, otheaarof study recommended would be
the effects that the EAC Common Market tax admiaigin may have on the various
development sectors within the Kenyan economy %an®le the social-economic, large and
small scale business and possible the reactioma tree vibrant market. The suggested
research will be worthy to gauge if the greater EAACis working for or against the East

Africans.
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APPENDICES

APPENDIX 1: QUESTIONNAIRE

Please take some time to fill this questionnaire and be assured that all information obtained
herein will be regarded as highly confidential and will only be used for academic purposes.

Objectives of the Study
1. Determining response strategies adapted by KRA to the reduction of revenue as a
result of the EAC Common Market.
2. Exploring the plans that KRA will use to maximize on the implementation of the
EAC Common Market.

GENERAL INFORMATION
1. Age Bracket:

Below 25 years () 26-35years ( ) 36-45 years( ) Above 46 years ()
2. Highest academic qualification

Certificate ( ) Diploma ( ) Degree () Masters and Above ()
3. Working Experience in KRA.

3 Years and below ()  4-6 years () 7-9 years () Above 10 years ()
PART 1
ORGANIZATION

4. How many departments are there in support of Revenue Collection?

a)s( ) b)6( ) c)7( ) d)s( ) e) Above 8 ()

5. Has KRA created any new departments as a response to boost revenue collection in the
implementation of East African Trade integration?

i) YES ()
i) NO ()
i) NOT SURE ()

6. It YES to 5 above, what are the main functions of these newly created departments?
1) To seal any Loopholes for Revenue Loss ()
ii) To intensify Revenue Collection ()
iii) To help diversify Revenue collection sources ()
iv) To enhance harmony and coordination of departments ()
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REVENUE

7. What measures are being used to increase transparency and accountability in tax
administration?

a) Adequate notifications ()
b) Simple tax assessment and payment forms ()
¢) Direct consultations with tax administrators ()

8. Comment on the current KRA service delivery compared with service delivery 3 years

ago?

a) Very Efficient ()
b) Efficient ()
c) Average ()

9. KRA'’s intentions regarding accurate duty collection and effecting improvement to the
process depends heavily on:

* The integrity of controls

*  Duty collection personnel and

*  Soundness of the process involved.
On a scale of 1-5, rate how KRA has improved the above aspects to enhance accurate duty
collection?

Where: 1-Highly Improved, 2- Improved, 8- Average Improvement,

4- Not Much Improvement, 5- Not Sure
a. The integrity of controls ( )
b. Duty collection personnel and ( )
c. Soundness of the process involved ( )

10. Is there any ofticial policy on “Whistle-Blowing” or exposing wrong doing?

a) YES ()
b) NO
¢) NOT SURE ()

11. Is there a competent and efficient system in handing “Whistle Blowing”?

a) YES ()
b) NO
¢) NOT SURE ()

12. How are records in revenue administration managed (e.g. up-to-date, easy to retrieve,
stored safely, archived, protected from tampering)?

a) Very Efficient
b) Efficient

¢) Moderate

d) Not Sure

P N N N
~— — — ~—

40



Part I1

13. Based on your understanding and experiences indicate (by putting a tick) whether you
agree or disagree with the following statements about revenue collection currently at KRA.

Strongly Agree No Opinion | Disagree | Strongly
Agree Disagree

Tax administration
and procedures
are effective

Customs/Trade
consultation
mechanisms are
efficient

Increased efforts
against
commercial/revenue

fraud

Enhanced
compliance or
enforcement

Tax Risk
Management is
being re-energized

Coordinated border
control with other
border agencies

Use of efficient I'T
and technological
systems

Enhanced Capacity
building and
technical assistance

14. Rate the current performance of the following Tax Administration functions in KRA.

Excellent Good Fair Poor Not
Applicable
Domestic Taxes
Large
Taxpayers
Customs
Services

Road Transport

Training

Technology
Adjustments
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15. Indicate in order of priority, which areas KRA has invested in more in her endeavor

to boost revenue collection (1 being highest priority).

1

2

3

4

5

Not
applicable

Customs and Tax
Administration
and Procedures

Support Services

Compliance
Enforcement

Taxpayer
Education

Policy
Formulation

Automating
Business Systems

Modernization of
Road Transport

Enhanced
Investigations
and Enforcement

16. Show the level of urgency needed (by putting a tick) in streamlining the following

Tax Administrative Functions in KRA in order to maximize on Revenue Collection.

Very
Urgent

Urgent

Not Very
Urgent

In Good
State

No opinion

Tax
administration
and procedures

Taxpayer
Education

Compliance
Enforcement

Road Transport

Service delivery

Record
Management

Public Relations
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PART III

Indicate whether you agree or disagree with the following statements. Select one of the
choices below and fill in the space provided after every question.

17.

18.

19.

20.

21.

22.

23.

24.

25.

A. Strongly agree
Agree
Not Sure

. Disagree

= O 0 W

Strongly disagree

KRA has strengthened its capacity on Property Tax Administration i.e. Property
Registry Maintenance, Valuation and Appraisal, Assessment and Billing, Collection,
Enforcement and Taxpayer

SEIVICE. ..t

KRA has employed an Integrated Financial Management System to ensure that the
senior management has the information necessary to undertake compliance and tax
collection related actions

Implementation of Database Management tax registers (ETR’s) have improved KRA’s
revenue collection... ... .

The KRA staft are being trained to correctly and consistently classify businesses to help
in  correct valuation of businesses and enhancing revenue collection

Tax administration and procedures have been improved and this has had a positive
effect on the revenue collected by KRA.....................

KRA has engaged the Business Sector and Publics in Tax Education Campaigns to
ensure the business community understands and supports reforms. This is in turn
increasing revenue collection.....................

KRA has effectively put in place strict enforcement against non-compliance and
embarked on a Public Relations Campaign to inform the citizens on their rights and
obligations on taxation ISSUes.................oiiiiiiiiii

The key to increased local revenue collection which KRA has adopted is to strengthen
the capacity of all its Departments and Tax Administration Functions to more
effectively manage all aspects of Revenue Administration
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26.

27.

28.

29.

30.

Strongly agree
Agree
Not Sure

Disagree

m T o0 R B

Strongly disagree

KRA has simple, yet effective administrative procedures which are easily implementable
at thelocal level ... ...

KRA’s administrative procedures are comprehensive, cover all revenue and
administration functions including tax base administration and information database
management, appraisal and liabilities assessment, invoicing, cash office management,
collection, monitoring, enforcement and customer

FYS) a7 (o]

KRA has the capacity to Implement and Monitor Revenue Mobilization
Reforms. ... ..o .

KRAs systems to collect revenue from local businesses is
effective....... ...

KRA has significantly reduced on the cost of collecting

Thank you very much for taking your time to answer these questions
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