4th National Networking Workshop of MSE Promotional Organisations Conducted 

The 4th National Networking Workshop of MSE Promotional Organisations was conducted on January 10th, 2003, at Imperial Hotel, Addis Ababa. The workshop was organised by FeMSEDA in collaboration with GTZ-MSE Development Programme and UNIDO. About 27 participants coming from both governmental, NGOs and private organisations have participated in the workshop. In order to broaden the activity of the networking some new network members like Netherlands Development Organisation (SNV) have been included and participated in the workshop.

The workshop has also discussed on the implementation of the last network meeting recommendations. ReMSEDAs have presented the regional networking activities that they have undertaken during the last six months in their respective regions.

Taxation problem of MSEs was the theme of the day and a detailed discussion was made on the issue. On the one hand, there were two invited experts from Addis Ababa Chamber of Commerce who further explained the taxation problem of MSEs, and on the other hand there was a concerned government body invited from Ministry of Revenue for considering the taxation problems and to search solutions accordingly.  

It has been discussed that both the taxation system and the tax administration have got problems. Among others the specific taxation problems of MSEs raised during the discussion includes the following: -

· In the first place the tax administrators have developed a 

                          negative mentality towards the business operators in that 

                          they always consider them as mischievers and don't 

                          believe them

· Taxation laws are coded and have no further clarifications/ 

                          guidelines and are vague and difficult to understand by 

                          by the business operators

· No sufficient awareness creation on the taxation system 

                          by the tax administrators for the business people and  

                          even in some cases the tax administrators at lower levels

                          are not well aware of the issue and hence distorts the 

                          application

· No taxation incentives (in the form of tax holidays, 

                          tax exemptions, etc.) are given for MSEs and they are 

                          discriminated

· Usually MSEs are taxed on the basis of rough estimation 

                          of the tax administrators which will open a room for 

·                           corruption and subjective judgements

· The record keeping of  MSE operators are not 

                          accepted by the tax administrators for tax base

· Widespread contraband goods discouraged local products 

·                           and distorted the market 

· ReMSEDAs and other MSE promotional organisations 

                          lack sufficient awareness on the taxation system to help 

                          MSEs in this regard 

· The taxation system is the highest penalising which will 

                          not consider the specific problems of the business 

                                operators

· In some cases the tax administrators refuse to accept the 

                          timely taxation payments of the business operators due to

                          one or the other reason which will create further problems 

                          on the operation of their businesses
The taxation expert from Ministry of Revenue has responded by giving a brief explanation on the taxation system and tax administration in general. The expert has admitted the existence of most of the taxation problems raised by the participants. He said that an effort is being made by the government to create awareness on the taxation system at different levels, and added that yet the awareness creation programme is not sufficient, and that they have planned to conduct further awareness creation programmes particularly in the regions so that more business people will be aware of the taxation system. He said that in the current tax reforms introduced by the government (like the replacement of the previous sales tax by the value-added tax) an effort has been made to involve the business community at different levels to discuss and comment on the issue from its inception.

The expert has also explained that they have taken representatives from Chambers and included in the tax estimation committee so as to stand on behalf of the business operators, and that the problem will aggravate where there are no business community representatives particularly at lower levels. As to the rejection of the record keeping of the MSE operators for tax base, he responded that as far as the document is 

verified by an auditor it will be accepted. In case that the business operator don't agree with the estimated tax he can appeal to a court after paying 50% of the estimated tax. 

Regarding the value added tax (VAT) on imported goods, the taxation expert has described that the VAT will be paid only once irrespective of the duration the good has stayed in stock at the port, and in case the goods will be bought by other business people for further business they have to make sure that VAT has been paid upon, otherwise they will be obliged to pay for the whole value added. As to the refusal of timely acceptance of taxation payments due to one or the other reason the expert has responded that it is not proper and that they should collect the payments without any pre-condition and follow up the unsettled issue latter on.
The expert has also added that even if it is late to address those taxation problems of MSEs in the new tax proclamation already launched, they will find rooms to threat some of the problems in the new tax regulations to be prepared.

The participants have urged the concerned government body to seriously look into the taxation problems of MSEs and take the right and timely measures for alleviating them. Adding, the participants have emphasised the necessity of some incentives in the form of tax holidays, tax exemptions, preferential treatment, etc. for MSE operators in that their self employment helps in reducing unemployment in general and poverty in particular.

Finally, to further strengthen and better guide the networking activity the workshop has ended by selecting a Steering Committee comprised of six MSE promotional organisations which will be co-ordinated by FeMSEDA.

