INSUFFICIENT
COLLECTION OF TAX
AND MEASURES

ACAINST IT

Insufficient. collection of tax (ICT) is
an inherent feature of all tax systems.
It reflects a two-sided problem: inter-
ests of the government and of taxpay-
ers; the government wants fto
increase its budget income while the
taxpayer wants to reduce the liability
to tax. So in order to reduce ICT,
there must be a tax policy and man-
agement practices appropriate to the
development of the economy. In a
contrary manner, we can say that ICT
'originates from inappropriate tax pol-
icy and management practices.

I. CAUSES OF INSUFFICIENT COLLEC-
TION OF TAX

In Vietnam, many taxes are col-
lected insufficiently from all sectors,
especially from foreign-invested and
private companies. But tax authori-
ties didn’t know how much the ICT
was, it was usually estimated at 40%
or 50% although tax authorities have
tried their best to reduce it. Although
it isn’t an insolvable problem, but it
can’t be solved overnight. It will take
us a long time using many measures

. to overcome it.

In my opinion, we should find out
causes of ICT first. The following are
some main causes:

1. Objective causes
- The tax policy isn’t well made.
There are too many taxes but also too

many cracks which provide the tax-

payer with many tax shelters. Re-
cently, the Government has issued
new tax rates and adjusted the tax list
with a view to making the tax regime
more uniform. But because of changes
in the economy and lack of experi-
ence, many taxes weren’t appropriate
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to realities of the cconomy; the tax
list didn’t cover all economic activi-
ties and therefore the budget income
was influenced badly.

- In developing business, the tax-
payer didn’t feel duty-bound to pay
taxes and they usually looked for
ways to avoid or evade taxes.

2. Subjective causes

- The organization of tax ma-
chinery isn’t perfect so its perform-
ance is ineffective.

- The army of tax collectors is
numerous but badly trained (around
30% of this army took no training
courses at all).

- The task of collecting tax lacks
organization, therefore collecting tax

is difficult, ineffective and conducive,

to venality.
- Many local authorities thought

that the tax agencies' were responsi:
ble for collecting tax and they didn*
help the tax agencies perform the
task. ’

- The tax take isn’t kept safely
This situation led to many losses.

- The task of inspecting and con:
trolling tax agencies was not perfect

In order to overcome these
causes, the Government had better
take the following measures:

Il. MEASURES AGAINST ICT

1. Perfecting the tax policy

The tax policy should be per
fected according to the principles o
increase of budget income, of impar-
tiality, of predictability and of effi
ciency. In the coming year, the tax
policy should be perfected in the fol:
lowing directions:

- The tax list should be mappec
out perfectly. It should cover all ac:
tivities. Various ways of collecting ta>
should be applied to collect tax suffi:
ciently from easy-to-regulate activi
ties.

+ For the time being, the Gov:
ernment should make the tax lisi
cover all new economic activities, anc
then, all activities which will come
into being.

+ Expanding the classes of tax:
payers by rearranging the tax rates
and the structure of tax rates.

+ Imposing tax on pollution.

+ Carrying out researches intc
property tax in preparation for charg
ing it later.

- Making the structure of tas
rates simplier with reasonable rates
and expanding the classes of taxpay
ers.

- The Government had bette;



. pay attention to indirect taxes rather

. than direct taxes.

- The tax law should be enforced
uniformly all over the country.

- The turnover tax should be re-
placed with the VAT in order to avoid
multiple taxation.

: - All economic sectors should be

treated equally in tax imposing.

- The tax policy should be clear

‘and kept from negotiability.

; - Imposing the same tax rates on
both local and foreign-invested com-
panies.

- We need to restrict cases of tax
| exemption or reduction, and these
| cases should be defined clearly. All
social matters would be settled by the
public treasury iustead of the tax
| 'system. .
| - The tax policy should aim at
i curing defects of the market economy.
; - All taxes should be made into

law instead of having too many laws,
ordinances and decrees on tax at pre-
sent.

2. Perfecting tax collection and manage-
ment

.. - All taxes should be paid to tax
| authorities. All receipts for money
paid should be issued by tax authori-
| ties. If tax-collecting intermediaries
| are needed, there should be regula-
|- tions on ways of collecting, deadline
| for transferring money to the treas-
¢ wury and sending reports in order to
| struggle against embezzlement of tax
money.

- Improving the knowlegde of tax

collectors by giving training courses
and firing tax collectors of bad qual-
ity.
; - All sources of tax take should
| be transferred to the public treasury.
All embezzlements of public - fund
should be punished properly.

- Forcing all businesses to carry

out the Ordinance on Accounting be-
cause it's necessary for improving the
task of collecting tax.

- Relations between government
bodies relating to management of the
budget income (the treasury, State
Bank, etc.) should be improved with
a view to using reasonably and effec-
tively the tax take.

- The tax collecting machinery
should be connected with local
authorities in order to carry out the
task of collecting tax completely.

- The tax authorities should es-
tablish relations with local judicial
services, mass media, public organi-
zations, etc. with a view to populariz-
ing the tax policy; encouraging the
public to pay tax and help the tax
authorities correct their mistakes and
discover cases of tax avoidance and
evasion. The mass media had better
criticize taxpayers for failing to pay
tax correctly. The tax collectors had
better seek information about all tax-
payers residing in locality from local
authorities.

- Making preparations to force
all businesses to open accounts at
banks and use check to make all
payments. ;

- All economic contracts or
agreements should be registered at
authorized bodies (notary public of-
fice, registry, economic court). This
requirement could help the tax
authorities find out tax bases of all
businesses, and moreover, discover
void contracts.

- In carrying out the tax policy
and struggling against tax avoidance
and evasion, experience shows that
there must be the guidance of local
government and VCP committee.

3. Reinforcing the task of inspecting and
supervising

The task of inspecting and super-

vising is an important part of tax
management and essential to renova-
tion of the tax policy. The importance
or this task shows itseif in two as-
pects:

- This task could help with dis-
covering violations of tax collection,
retrieving lost tax money, and more-
over, preventing the root causes of
corruption of venality.

- By inspecting and supervising,
the Government can test the tax regu-
lations for appropriateness, discover
irrationality and cracks in the tax
policy, and then, find out needed ad-
justments.

In the coming years, the mecha-
nism for inspecting taxation should
be renovated and consolidated: pro-
fessional knowledge of inspectors
should be enhanced, rights and duties
of inspectors should be defined
clearly, good inspectors should be
treated preferentially, bad inspectors
should be punished. In addition. the
reguiations on taxation should be per-
fected and clarified. Punishment for
all possible violations should be pro-
vided for in these reguiations.

4. Other measures

- Forcing and encouraging all
businesses to obey the tax law.

- Accelerating the program to
reorganize and rearrange state enter-
prises and the program to equitize
and diversify ownership.

- Keeping on perfecting the ac-
counting business.

- Consolidating state and inde-
pendent auditing businesses.

- Perfecting banking business.

- Popularizing knowledge about
law in order to help the public obey
the law ®
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