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Why taxes matter

For many of us it is hard to imagine to have no access to clean water, a home without
electricity, or children without disease-preventing vaccines. In many countries it is still a
fact of life.
Like them or not, taxes and other domestic revenues pay for the public services we use:
schools and hospitals in our communities; roads and bridges that we take to work; and
police and sanitation workers who keep our neighbourhoods safe and clean. By helping
countries to better mobilize their own resources, we can empower partner countries to
take command of the own development.”

Awareness of the importance of domestic resource mobilization is growing. In 2015 40 countries
signed the Addis Tax Initiative in which they declared their commitment to enhance the mobilization
and effective use of domestic resources and to improve the fairness, transparency, efficiency and
effectiveness of their tax systems.
Also

parties such as

IMF, OECD and Habitat III emphasize the importance of a sound fiscal

performance of municipalities as one of the most important factors to broaden participation and
stimulate growth of small and medium enterprises (IMF), and as fundamental to manage the global
urban future (Habitat III).
The challenges
At the same time all cited above, mention the many restrictions and constraints that local municipalities
are facing to real substantial improvements: lack of appropriate strategies, absence of adequate
systems, capacities, legal limitations etcetera. The outcome is that many countries are facing
enormous tax gaps. In the African context these gaps can go up to 90% of potential revenues.
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VNG International is the International Cooperation Agency of the Association of Netherlands Municipalities. We
support decentralisation processes and facilitate decentralised cooperation. The organization strengthens countries
in transition, local governments, their associations, training institutes and decentralisation task forces both in
developing countries and in countries in transition.
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Towards solutions
The organisations mentioned above focus on national levels and national taxes. The idea is that by
helping countries to better mobilize their own resources, partner countries can be empowered to take
command of their own development again. When governments gain the tools and knowledge needed
to put their own resources to work, countries can move closer to ending extreme poverty while
providing the social services and infrastructure on which vibrant, safe, and healthy societies depend.
To empower municipalities VNG International has developed a new modular methodology to support
municipalities to take command again, and to improve both their tax collection and service delivery,
thereby strengthening civil engagement and government accountability. The approach follows
recommendations made by IMF, OECD and Habitat III.
Over the past few years the new approach has been implemented in municipalities in Ghana with
impressive improvements in tax management, revenue collection and other improvements.

Some examples:
The municipality of Kadjebi has doubled their revenues in a year;
Elmina has increased its base for property tax 20 times;
To increase revenues out of market fees Kumasi successfully involved the so called market queens
by negotiating with them which improvements they wanted to be in place in exchange for their help to
collect revenues.
Ghana’s big harbour city Tema has been helped to become in control again by helping them to
develop a strategy to partially replace expensive third parties which receive up to 30% of revenues
collected. The strategy includes the use of the free VNG software to levy and collect local taxes.
Sekondi Takoradi has developed policies on revenue collection and ICT, which are being presented
to NALAG (Ghana’s association of municipalities) so they can be used for all municipalities.
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The Methodology


Focuses on improving revenue collection, taxpayer communication, involvement of stakeholders,
transparency of local governments and improved services;



Starts with an analysis of the situation in the country, region and municipality, followed by the
development of a strategy on both IGF as improved quality of services. The strategy of the municipallity and the stakeholders together describes the necessary improvements for the next years,
the costs to realize them and the part of the expenses can be paid out of increased revenues
(social contract).



Supports the municipality in the implementation of new procedures and processes, IT, necessary
organizational changes and improved communication with taxpayers;



Is delivering hands on support with concrete output and outcome, as agreed in advance;



Is a long term commitment to municipalities with support up to five years after the implementation
of the IT solution and the new procedures;



The output is a fully operational IT solution, operated by qualified staff according to improved
procedures, which guarantee increased revenues to invest in improved services (outcome);



Realizes communication trainings and advise for municipal staff to improve both mass
communication as interpersonal communication.



For sustainability reasons local professional project or program organisation will be set up as well
as support throughout the program or project.
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Impact

Theory of Change

Outcome

Premises

Intervention

Output

Premises
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Service delivery has improved in # Local Authorities
If local revenues have increased and been allocated to the necessary public services, then service
delivery will improve, because there will be more budget for services and the budgeting for
services will respond better to the needs of the citizens; i.e. a higher level of accountability and
transparency is achieved within the revenue collected and budgeting for services.

Local revenue collection has increased in # LAs
the year after the intervention

Extra revenue has been allocated to public
services directly responding to citizens’
needs in # LAs

If the institutional capacity for local revenue collection has improved, then revenue collection will
increase, because both the systems and the employees’ skills of the LA, as well as the taxpayers’
services have improved.
If the citizens are better engaged, then the local budget for services will respond better to the
direct needs of the citizens, because LAs are more receptive towards citizens and citizens will get
more space to voice their needs and concerns to local governments and service providers to
demand their rights

The institutional capacity for local revenue
collection has improved in # LAs

Module 1: Analysis &
Strategy
Deliverables:
 Baseline LA
performance
Assessments (input
from previous &
ongoing projects);
 A strategy on how
the LA would like to
improve revenue
collection and
quality of services in
5 to 10 years;
 A decision on which
IT solution to use;
 The identification
and selection of
quick wins.

Module 2: Organisation,
processes & procedures
Deliverables:
 Redesigned
processes &
procedures;
 Approach to
implement & maintain
base registrations
such as property, land
& persons;
 Restructured
organisation based on
change plan;
 Quality of financial
management
according to national
standards.

Citizens have been better engaged in the
local revenue collection, policy formulation
and service delivery processes in # LAs

Module 3: TaxMan
implementation
Deliverables:
(VNG commissioned the
development of a
software application for
municipalities)
 Implemented
taxman application;
 Staff working with
Taxman;
 Support helpdesk
operational.

Module 4: Citizen
Communication &
Engagement
Deliverables:
 Principles of
taxpayer
communication
known;
 Politicians
committed to
approach;
 Taxpayer service
program
developed;
 Communication
plan & materials
developed.













Indicators:
Increased voluntary
compliance
Increased number of
taxable objects and
fees
Increased number of
bills
Increased number of
payments
Decrease in
complaints
Decrease of tax gap
Increased
constructive
engagement & LA
responsiveness
Improved
performance
Increased citizen
input in public policy
Increased taxpayers’
satisfaction

Module 5 & 6:
Program/project
management
Deliverables:
 Ownership and
leadership
among the #
LAs and the
Steering
Committee
 Strategy for the
sustainable
increase of
revenues &
improvement of
services
 Dissemination of
Good Practices
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