TAX JUSTICE AN
POVERTY

NARROWING WEALTH GAP AND
PUBLIC DEPENDENCE ON EXTERNAL
FINANCING:

KENYA COUNTRY REPORT

By AndeboPax Pascal




The Research and Project

Two issues led to this research project:
i Increasing wealth gap (inequality) ; and
i the resultant increasing poverty , - people and nations.

Cc Economic theory and policy -making - influenced by the view tha
Inequality is good. It helps spur growth and that benefits all due
to a odowec&al effect. é oOothe rd si
good €& but any exaggeration h

C Neo-liberal market economics uses this to in its drive for profits
and capital accumulation - at the expense of the human person
(labourer, consumer).
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Povertyé

Of the 49.9 million people:

C 14.7 million (29.4%) below
extreme poverty line
threshold of $1.90 (Sh197)
per day

C 19 million Kenyans (40%by
2014 figures) considered
poor by multidimensional
standards**

C 6 million (about 13%)were
regarded as destitute




|l nequal i tye
C about 8,900 people (less than 0.1 per cent) own a

disproportionately large portion of the income. 80% people
own only 40.9% of income.

Graph: (Society for International Development, 2004 )
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Only 20% of the land is arable; 3% (elite people) own 20% of it
while the rural population resides on only 5% of this arable
land
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Analysis
As a reality:

C 73% ofthe population is youth
(30 years or younger)

¢ Over 1 million youth need
employment annually but only ‘
155,000 get it, - lack skills E \
exacerbates this. N |

Cc By 2015, about 799.7 new jobs
created.

¢ 700,000 public servants,
representing less than 2%, and
took 627bn Kenyan shillings
($6bn); half of the revenue in
2015/16 FY.




Government Borrowing - Solution

C Borrowing: Kenyaos publ i &€Shd g bt
trillion, the fifth highest in Africa.

C Debt to GDPratio stood at 60 per cent in 2016/2017
financial year, up from 52.1 per cent inthe 2015/2016.

C The debt owed to lenders (many of them foreign) is
expected to increase




Taxation as a Solution

Taxes - legitimate for government to raise domestic revenue.

SDG17, Section 17.1:to o st r engt hen domest. i
mobilization, including through international support to

developing countries, to improve domestic capacity for tax and

ot her revenue collectiono.

Can contribute to eliminating poverty and inequality (SDGs 1 and
10).

Kenyads commitment to the Addi s
(July 2015), strengthening mobilization and use of domestic
resources.



But e Taxes?

Taxes are unpopular. A number of questions/issues
continue to arise:

u

u

u

Do we pay too much?
Are the taxes put to good use?
Are they levied fairly?

Does it make sense to pay taxes when there Is so
much corruption in Government?

|s the Government doing enough to fight against
this fiscal fraud?




An Assessment of Taxation in Kenya

cCKeny &B8ien2® 306 upholds for el
(FDI) for development, giving taxation less emphasis.

C Aside to it: tax policies favour the rich against the
pootr.

¢ The KRACorporate Plan-0o pay i n g ofallaixthes o
broader strategy of 0 ¢ r e aan indudive business
cl i mat eo.

C Seem to guide policy and strategy of taxation in Kenya
as asource of raising domestic revenue.




Kenyaos Taxati oneée

C The 2010 Constitution allows taxation for revenue raising, bu

V4

legal, administrative and policy loopholes exist.

Legal: e.g. the Proceeds of Crime and Anti-Money Laundering
Act 2009 (POCAMLA(revised 2016 and signed into law in
2017), - tax evasion not considered a crime.

Administrative: Staffing is inadequate, e.g. staff ratio at
2,971 persons per tax administrator, instead of 1000 persons:
1 tax administrator. By 2015, a gap of 1,989 existed to fill
staff ceiling of 6,618 at the time.

Policy: oVision 20306 focus



Results of the Gaps in Policy

Due to the loopholes:

C Kenya fails to collect $1 billion annually due to exemptions and
IFFs; a low tax contribution to the GDP

C Main tax revenue sources: Personal Income Tax-PIT, Corporate
Income Tax-CIT, value added tax (VAT), excise duties, mostly direct
taxes, -inadequate domestic revenue collection.

C Policies still neoliberal capitalist - privatization, liberalization,
private profits at the expense of national interests

c o0oThe Powe-rMNGdandifétv@uper rich influence and control
policy formulation dthus exemptions, IFFs, etc.

Tax burden don masses but with low incomes.

Limited funding - education, health, social protection, security,
legislation, jurisdiction and executive representation




Limited
revenue for
delivering key
social service
programmes in
Kenya
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Impact of Increased Taxes on the Poor




