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Abstract:

This study aims to provide a comprehensive description, analysis, and evaluation of the tax
system in Algeria. Additionally, it seeks to highlight the obstacles the tax system faces and propose
potential solutions to address these issues. The descriptive analytical approach was employed to
examine the present state of Algeria's domestic taxes to identify barriers and generate practical
recommendations for their effective resolution. The study identified deficiencies in Algeria's tax
system, encompassing inadequate income generation, restricted tax regulations, and an undue
dependence on funding from the central government. This study proposes adopting a
comprehensive set of reforms to tackle these challenges. These reforms encompass bolstering legal
frameworks, augmenting tax revenues, enhancing the capabilities of local administrations, and
prioritizing public awareness initiatives that are instrumental in fostering tax compliance.
Additionally, it is imperative to provide support to the Central Government in its efforts to fortify
tax collection at the local level. Ultimately, it is essential that all pertinent parties collectively
adopt a comprehensive and effectively coordinated approach.
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1. INTRODUCTION

Local taxation plays a significant role in the fiscal systems of all countries. The primary source
of revenue for local governments is derived from this source. Local tax in Algeria is paramount as it
is a direct funding source for critical public services such as healthcare, education, and infrastructure
development initiatives. The municipal taxation system in Algeria faces significant obstacles that
impede its efficiency and effectiveness.

In Algeria, limited administrative capability and inadequate tax bases present significant
challenges to effectively collecting taxes. One prevalent challenge numerous local governments face
IS generating sufficient cash to meet their operating requirements effectively. The lack of
accountability and transparency engenders a sense of distrust among citizens and local government
authorities.

The findings of this study will significantly contribute to the understanding of the operational
mechanisms of the Algerian taxation system. This will provide valuable insights to policymakers,
tax administrators, and other relevant stakeholders who rely on this crucial financial foundation.
Implementing this strategy will yield enhanced policies and procedures to bolster the local tax
system and promote sustainable development.

Consequently, the research problem was formulated through the following inquiry:
What are Algerian’s local taxation system's main challenges in collecting taxes?
Hypotheses: This research is guided by the following ideas:

- Inadequate administrative capacity and insufficient tax bases are significant obstacles to
efficient tax collection in Algeria.

- A lack of accountability and transparency in the local taxation system creates distrust
between civilians and government officials.

The objectives of the study: This study has been conducted to achieve the following goals:

- The evaluation of Algeria's local taxation status is warranted.

- Local governments have challenges when they endeavor to impose and gather taxes.

- This paper aims to analyze potential solutions that might effectively overcome the constraints
above.

- Improving the efficacy of the local taxation system is of utmost significance.

- The objective of this study is to analyze the current circumstances regarding municipal taxation in
Algeria, to identify the challenges that occur, and to present alternative remedies.

- This research aims to comprehensively analyze the existing condition of local taxation in Algeria,
ascertain the associated obstacles and prospects, and propose viable strategies to address them.

Research Methodology: The study employed An analytical descriptive approach to examine its
research objective. The primary aim of this technique is to comprehensively comprehend the present
condition of municipal taxes in Algeria, along with the challenges it encounters. This will be
achieved by systematically gathering, scrutinizing, and interpreting relevant data.
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Structure of the Study: The study is structured into three distinct sections.

- The Theoretical and Legislative Framework for Local Taxation: This part offers a
comprehensive examination of the theoretical underpinnings of local taxation and the legislative
framework that governs local tax in Algeria.

- Current State of Local Taxation in Algeria: This section analyzes the present state of local
taxation in Algeria, focusing on local governments' obstacles in imposing and collecting taxes.

- The Section on Challenges Confronting Local Taxation in Algeria and Prospective Measures
to Enhance It: This segment delineates the primary obstacles encountered by the local taxation
framework in Algeria and puts forth viable remedies to surmount them, augmenting the system's
efficacy.

2. Literature Review: Numerous scholarly investigations have shed light on the difficulties
encountered by municipal taxation systems throughout diverse nations. However, our examination
has specifically centered on an Algerian study, which delves into the abovementioned subject.

- Role of Local Taxation in Enhancing Local Finance by Righi Asma (2022) conducted an
analytical field study on the role of local taxation in enhancing the local finance of local authorities
in the shadow areas in Algeria, explicitly focusing on the municipality of Bordj Zemoura from 2015
to 2020. The study revealed that the contribution of local taxes to increasing revenue and covering
the expenses of Bordj Zemoura municipality remains very limited, not exceeding 2%. It identified
several obstacles faced by the city, including a lack of flexibility at work, meager incomes, and tax
evasion. Asma recommends focusing on the economic sector, paying more attention to the tourism
sector, and considering the regional dimension in determining various taxes, as local taxes should be
imposed according to the region's specificities.

- Mdjamia and Taibi (2021) conducted a study examining the challenges encountered by local
taxation in financing local finance and proposed strategies for its reform. The researchers analyzed
two primary factors: local achievement and local funding. However, they did not extensively
examine a case study that specifically addressed the theoretical aspects of the study. The study's
findings suggest that local taxation plays a significant role in funding the municipal budget.
However, this process is impeded by various challenges, one of which is the subordination to a
centralized governing body that controls all matters about local taxation.

- Performance of the Tax Control System by Mahtout Samir (2019): In a study conducted by
Mahtout Samir (2019), an analysis and evaluation were conducted on the efficacy of the tax control
system in Algeria. The author observed that the Algerian tax system comprises two unique
components: regular taxation, which encompasses all company operations and direct and indirect
taxes, and petroleum taxation, which explicitly targets petroleum products and activities related to
the hydrocarbons sector. Samir underscored the declarative nature of the system, highlighting its
susceptibility to control and verification. The tax administration utilizes various methodologies, such
as internal and external tax control, to verify the integrity of reported tax data, thereby combatting
fraud and tax evasion.

- The concept of fiscal sovereignty refers to the authority and autonomy of local governmental
bodies in managing their financial affairs. In a study conducted by Samir Boumoula (2020), an
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investigation was undertaken to analyze the extent of fiscal sovereignty possessed by municipal
administrations in Algeria. The author observed that although the initial municipal law of January
1967 permitted decentralization, local authorities in Algeria lacked budgetary sovereignty. Law 90-
08, enacted on April 7, 1990, did not alter its intended purpose of ensuring enhanced autonomy in
the administration of municipal economic matters. Boumoula's study aimed to provide a
comprehensive assessment of local taxation in Algeria and then identify the factors that could
potentially enhance its effectiveness through a scenario-based analysis.

The previous studies above comprehensively examine the diverse obstacles the Algerian tax system
encounters. These challenges encompass the insufficient contribution of local taxes to local
finances, as underscored by Righi Asma (2022), the difficulties in financing local finance as
identified by Mdjamia and Taibi (2021), the ineffectiveness of the tax control system as observed by
Mahtout Samir (2019), and the absence of fiscal autonomy among local authorities as analyzed by
Samir Boumoula (2020).

While all the research mentioned above has significantly contributed to the comprehension of many
facets concerning the difficulties encountered by the Algerian tax system, the present study
distinguishes itself through several vital differences.

A thorough examination and evaluation: The primary objective of the current study titled "Assessing
Algeria's Local Taxation: An Analysis of Current Realities and Emerging Challenges” is to offer a
thorough depiction, examination, and assessment of the taxation framework in Algeria. In contrast,
the studies above concentrate on particular facets of the tax system. In local finance, Righi Asma
(2022) examines the role of local taxes in shadow areas, while Mdjamia and Taibi (2021) delve into
the obstacles local taxation faces in funding local finance. Mahout Samir (2019) directs attention
toward evaluating the effectiveness of the tax control system, whereas Samir Boumoula (2020)
centers on the fiscal autonomy of local governing bodies.

The study presents a comprehensive analysis of the shortcomings in Algeria's tax system and offers
a range of proposed solutions. These solutions encompass strengthening the legal frameworks,
increasing tax revenues, improving the capacities of local administrations, and prioritizing public
awareness campaigns to promote tax compliance.

Coordinated Approach: This study underscores the significance of a comprehensive and
collaborative approach involving all relevant stakeholders, a dimension not emphasized in the
studies.

This paper presents a more complete and integrated approach to tackling the Algerian tax system's
challenges. The primary aim of this endeavor is to offer a comprehensive viewpoint and propose
pragmatic remedies for efficiently addressing these obstacles.

3. Theoretical framework for local taxation.
3.1. Definition and concept of local taxation:

There exist numerous interpretations of municipal taxation; nonetheless, we have chosen to
adopt the subsequent definition:
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- Local taxation refers to the process by which local governments collect taxes from
individuals and businesses based on various factors such as property ownership, income levels, sales
transactions, and other sources of revenue. The primary purpose of local taxation is to generate
funds that are subsequently allocated toward supporting and maintaining essential local services,
including but not limited to education, transportation, and public safety. *

- Local taxation is imposing taxes by local governing bodies on different forms of income and
property to generate funds to provide public services and infrastructure. 2

- Local taxation encompasses the process by which local governmental entities gather taxes
and levies from individuals and businesses to finance the provision of public services and the
development of infrastructure.® The process entails the distribution of various tax revenues to local
governing bodies, with property taxation being advocated for its capacity to maintain stability in
times of economic recession.* Local taxation's legislative and regulatory structure exhibits variations
among different countries, necessitating enhancements and codification of legislation within this
domain. Local taxes can be acquired from individuals and corporations by providing certain
services, such as parking fees.> The primary objective of local taxes is to achieve a harmonious
alignment between the generated income and the range of public services offered by local
governments while also considering the distinct requirements and attributes of various locations.®

- An essential element of local taxes is facilitating decentralization and promoting local
governance. The concept of decentralization entails delegating power and duties from central
governing bodies to regional or local governing bodies, which includes granting the ability to
impose and gather taxes. The devolution of tax revenue management to local administrations
enables them to exercise discretion in determining the distribution and utilization of these financial
resources. The concept of fiscal autonomy is strongly intertwined with local taxes since it pertains to
the capacity of local governments to generate and oversee their financial resources.’

The challenges encompass a restricted range of tax sources, diminished adherence to tax regulations,
insufficient management of tax processes, and opposition from political entities towards tax
augmentation. To address these difficulties, local governments must implement robust tax policies,
establish efficient tax administration systems, and actively engage in public education and outreach
initiatives to bolster tax compliance and accountability.®

3.2.The Brief background information on the importance of local taxation in Algeria:

Local taxes play a pivotal role in generating money for local governments in Algeria,
facilitating the funding of their operations and providing critical public services to their constituents.
The significance of local taxation in Algeria is derived from the country's decentralization strategies,
which seek to shift duties and resources from the central government to local governing bodies.
Fiscal decentralization is often regarded as a mechanism that enhances the level of local autonomy,
fosters the development of local democracy, and enhances the overall efficiency and effectiveness of
public service provision. °

The necessity of implementing municipal taxation in Algeria is further motivated by the
nation's economic difficulties, namely the diminishing oil earnings and the rising need for public
services. The significance of local governments in tackling these difficulties and fulfilling the
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demands of their communities is anticipated to grow. Nonetheless, the ability of these towns to
generate money and effectively handle public finances remains constrained, particularly in rural and
small areas.’®

The significance of local taxation in Algeria is also paramount when viewed through the lens
of social justice. Local tax is crucial in diminishing local governments' reliance on central
government transfers and promoting a fairer allocation of resources throughout the nation by
furnishing them with their revenue streams. Additionally, it fosters an environment that supports
increased accountability and receptiveness of local governing bodies towards the requirements and
inclinations of their constituents, particularly those belonging to marginalized populations.**

Policymakers and scholars have recently acknowledged the significance of local taxes in
Algeria. This recognition has prompted efforts to enact reforms to enhance local taxation's legal and
institutional framework and facilitate local revenue mobilization. The proposed reforms encompass
the implementation of novel tax mechanisms, such as the taxation of advertising billboards and
second houses. Additionally, initiatives that will bolster taxpayer adherence and enhance
intergovernmental collaboration will be undertaken.*?

3.3.The legal and institutional framework of local taxation in Algeria:

The legal and institutional framework for local taxation in Algeria includes a comprehensive
array of legislation, regulations, and administrative protocols that govern collecting, overseeing, and
allocating local taxes. The primary legislative frameworks regulating local taxation in Algeria are
the Local Tax Code (Code des Imp6ts Locaux) and the Organic Law on Finances (Loi Organique
des Finances). The Local Tax Code delineates the many categories of taxes that local governments
possess the authority to impose, the taxable foundation upon which these taxes are calculated, the
rates at which they are assessed, and the procedures governing the collection and enforcement of
those taxes. The Code additionally delineates the respective roles and obligations of local
governments, taxpayers, and tax authorities in administrating local taxes. In contrast, the Organic
Law on Finances establishes the comprehensive legislative structure governing public finances,
delineating the concepts of fiscal decentralization and intergovernmental transfers.™

The management of local taxation in Algeria is entrusted to the Directorate General of Local
Taxes (Direction Générale des Imp0ts Locaux), which operates within the Ministry of Interior,
Local Authorities, and National Planning. The Directorate is responsible for guaranteeing adherence
to the provisions outlined in the Local Tax Code, collecting local taxes, and allocating generated
income to local governing bodies. Local governments are primarily responsible for recognizing their
communities' specific requirements and priorities, establishing tax rates, and effectively managing
the financial resources allocated to local public services. The legal and administrative structure of
municipal taxes in Algeria encounters several obstacles, such as inadequate capacity and resources
at the local level, inadequate intergovernmental cooperation, and ineffective enforcement measures.
The issues have resulted in diminished tax compliance levels, insufficient revenue mobilization, and
a shortage of financial autonomy for local governmental bodies. Nevertheless, ongoing endeavors
are to revamp local taxes' legislative and administrative structure to bolster regional independence,
accountability, and efficiency in delivering public services.**
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3.4. Types of local taxation:
There are different taxes levied, which we can summarize in the following figure.

Fig.1. Types of local taxation.
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Local taxation pertains to imposing taxes by local governing bodies on individuals and
enterprises within their administrative boundaries. Various forms of local taxation exist in Algeria.

Property taxes are a prevalent method of local taxation in numerous nations, including
Algeria. The imposition of these taxes pertains to the valuation of immovable assets, specifically
land and structures. Property taxes play a crucial role in the financial sustenance of local
governments, as they are levied based on the evaluated worth of the property and have the potential
to yield substantial fiscal resources.™

Business taxes are an additional form of municipal taxation that may be levied on enterprises
engaged in operations inside a particular jurisdiction. The taxes encompass taxes levied on corporate
earnings, taxes imposed on transactions, and taxes targeting certain business operations. Business
taxes aim to create fiscal resources for local governments, with specific tax rates and structures
contingent upon the corporate entity's scale and nature.®

In conjunction with property and business taxes, local governments in Algeria can levy diverse
fees upon inhabitants and businesses. The costs encompass expenses associated with various
services, including garbage collection, water, sewer services, permits, and licenses. According to
Ayanniyi (2022), local fees and levies are designed to financially support the provision of specified
services or the regulation of activities.

It is imperative to acknowledge that the precise categories and levels of municipal taxation in
Algeria may exhibit variations contingent upon local legislation and policies. Local governments
possess the jurisdictional power to ascertain the various types and magnitudes of tax applicable
within their respective areas while operating within established national statutes and regulations.*’
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In Algeria, the scope of municipal taxation comprises property taxes, commercial taxes, as
well as various local fees. These many types of taxes serve as a means for local governments to
generate the essential money required for financing public goods and services at the local level and
facilitate regional development and governance.

4. The Current State of local taxation in Algeria.
4.1. Indicators of local taxation in Algeria

Local taxation indicators are of utmost importance when assessing the effectiveness of local
tax practices in Algeria. The municipal taxes in Algeria are evaluated based on critical indicators
specified by the Ministry of Finance (2021). The indicators encompassed in this set comprise the tax
collection rate, revenue-to-GDP ratio, and base growth rate.

The tax collection rate serves as a measure to evaluate the efficiency of tax collection
initiatives implemented by local government bodies. The computation entails dividing the total tax
revenue by the total tax liability. According to the Ministry of Finance (2021), the tax collection rate
in Algeria for the year 2020 was documented at 70.7%.

The measurement of the tax revenue-to-GDP ratio is a significant indicator that reflects the
degree to which local taxation plays a role in the overall economy. The computation divides the total
tax collection by the country's gross domestic product (GDP). According to the Ministry of Finance
(2021), Algeria's tax revenue-to-GDP ratio for 2020 was documented at 7.2%.

The tax base growth rate quantifies the expansion of the tax base within a designated
timeframe. The calculation involves dividing the change in the tax base by the initial tax base.
Algeria's tax base growth rate in 2020 was reported to be 6.5% by the Ministry of Finance (2021). *®

The tax collection rate, tax revenue-to-GDP ratio, and tax base growth rate are significant
metrics that assess the efficacy of municipal taxation in Algeria. These indicators have the potential
to assist policymakers in identifying areas that require improvement and in formulating plans to
enhance the collection of local taxes and the generating of revenue.

4.2. Local taxation entirely beneficial to the municipalities:

This means that the taxes and fees are collected exclusively for the benefit of the city, and it
can be listed as follows:*

Real estate tax refers to a form of direct taxation that is imposed on real property on an annual
basis. The Taxes and Similar Fees Law can be categorized into two main components, namely: °

According to Article 248 of the Tax Statute for Land and Buildings (T.S.F.L), real estate taxes
are levied on constructed properties, irrespective of their legal standing within the national
jurisdiction, unless explicitly exempted from taxation.

The real estate fee applies to undeveloped properties. The determination of an annual real
estate fee is contingent upon undeveloped properties of various types unless expressly excluded
from taxation as outlined in Article 261-d of the Taxation and Sustainable Finance Law (T.S.F.L).
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The household garbage tax is levied annually, as Article 263 of the L.T.S.F stipulated. This
fee is attributed to the owner or beneficiary of the property and is directly associated with the real
estate fee for waste disposal from built properties. The collected funds are exclusively allocated to
the municipality, and their distribution is determined through a decision made by the President of
the Municipal People's Council. This decision is based on the council's deliberation and requires
approval from the overseeing authority. Additionally, there is a specific tax known as the wedding
tax, which is levied in areas where family wedding ceremonies are conducted with musical
accompaniment. Before commencing the ritual, the fee is remitted via a receipt issued by the
municipality. The determination is made in the following manner:

* The daily rate for parties lasting ranges from 500 to 800 Algerian dinars (DA).

* Parties exceeding are subject to a higher rate, ranging from 1000 to 1500 Algerian dinars (DA)
daily.

* A health fee is imposed on meat, which is mandatory for the animal owner during slaughter. If the
owner is not another merchant who slaughters a merchant and the animal, both parties are jointly
responsible for paying this fee. The fee is calculated at 10 Algerian dinars (DA) per kilogram.

The cost associated with residing in a particular location. The taxation of this fee is
determined on an individual basis, with a daily rate applied. The minimum tax amount per person
per day is set at 50 DA, while the maximum is capped at 60 DA for individuals and 100 DA for
families.

For hotels with a rating of three stars or more, the corresponding charges are 200 DA for
three-star establishments, 400 DA for four-star establishments, and 600 DA for five-star
establishments. The cost is collected only for the benefit of the respective municipality.

4.3.The reality of local taxation in Algeria:

Several obstacles and restrictions mark the current condition of local taxes in Algeria.
According to the World Bank's report in 2021, the proportion of Gross Domestic Product (GDP)
derived from domestic tax collection in Algeria was a mere 0.5% in 2019. This figure is notably
below the average among upper-middle-income nations in the Middle East and North Africa. The
suboptimal rate of revenue collection can be ascribed to various issues, encompassing insufficient
legislative and institutional frameworks, ineffective enforcement methods, and limited public
awareness regarding tax duties. 2! In addition, it is worth noting that Algeria's existing local taxation
framework predominantly depends on property taxes, constituting more than 80% of the total
revenue generated through local taxes. The over-dependence on property taxes engenders a
restricted tax foundation and constrains the capacity for revenue expansion. Furthermore, the tax
system has regressive characteristics, as property taxes disproportionately impact low-income
households. %

The local tax collection in Algeria has been considerably affected by the COVID-19 outbreak.
The International Monetary Fund (2021) has reported that the epidemic has resulted in a decrease in
economic activity and a reduction in tax revenue in Algeria. The current situation has imposed
additional burdens on local governments in their efforts to deliver crucial public services amidst
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decreased revenue.”® The present condition of municipal taxation in Algeria is marked by many
obstacles and constraints, encompassing inadequate rates of revenue collection, a limited tax base,
and excessive dependence on property taxes. To effectively tackle these difficulties, it is imperative
to implement extensive reforms to the legal and institutional frameworks that control local taxation.
This entails extending the tax base, upgrading tax administration systems, and boosting public
understanding and communication regarding tax duties.

4.4.The development of local taxation in Algeria:

The evolution of local tax revenues in Algeria (2010 — 2021) can be seen in the following
figure:

Fig.1. Evolution of LOCAL tax revenues in Algeria from 2010 to 2021
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- The tax revenue of Algeria amounted to 8.837 billion US dollars in December 2021.

- This represents a decline compared to the preceding 9.335 billion US dollars recorded in
December 2020.

- Algeria's tax revenue statistics are regularly updated annually, with an average value of
6.361 billion USD from December 1997 to 2021.

- The recorded data exhibited a peak value of 11.121 billion US dollars in 2012, while its
lowest recorded value was 1.085 billion US dollars in 1999.

4.5. Local taxation partially beneficial to the municipalities:

The term "local taxation™ refers to a collection of taxes and levies allocated at different rates to
support the city, the Wilaya, the state, and the joint fund of local authorities. These allocations can
be outlined in the table provided below:
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Table 1. Local taxation is partially beneficial to the municipalities.

Tax on The annual tax pertains to the obligation of natural and legal entities that possess a professional
professional | establishment in Algeria and engage in commercial, non-commercial, or industrial activities that
activity: generate profits. As per Article 222 of the legislation about Direct Taxes and Similar Fees, the

allocation of funds derived from the tax levied on professional activity is outlined within the article
mentioned above: The allocation breakdown for the municipality's portion is 66%, while the state's
contribution accounts for 29%. The Solidarity and Guarantee Fund for Local Authorities also
constitutes 5% of the overall distribution.

Value- This particular tax is among the most crucial indirect levies on consumption. This applies to the
added tax: operational aspects of industries, commerce, or skilled trades. Furthermore, this tax is neutral as it
does not impact the tax liability of legal taxpayers. The tax burden is ultimately borne by the final
consumer, responsible for paying the tax and the price of the goods or services. As per the provisions
outlined in Article 21 of the legislation mentioned above, the charge is levied at a mean rate of 19%.
In contrast, Article 23 of the statute stipulates that the reduced rate is 9%. The revenue generated from
this fee is allocated in the following manner: The allocation of funds is distributed as follows: 75% is
given to the state budget, 10% is designated for municipalities, and the remaining 15% is allocated to
the Solidarity and Guarantee Fund for local authorities.

Single flat As per Article 282 of the L.T.S.F, individuals and entities involved in various industrial, commercial,
tax: non-commercial, and craft activities, including craft cooperatives and traditional industries, are
subject to the single flat tax system if their annual revenues do not exceed fifteen million dinars (15
000 000 DZD). However, those who have opted for the profit-based taxation method are exempted.
Under this tax system, 40.25% of the tax proceeds are allocated to the municipality, 05% to the
wilaya, 49% to the state, 0.5% to the Chamber of Commerce and Industry, 0.01% to the National
Chamber of Handicraft, 0.24% to the Chamber of Handicraft and Professions, and 05% to the
Common Fund of Local Communities.

Wealth or This tax encompasses individuals' aggregate taxable assets, entitlements, and valuations. As per the

property provisions stated in Article 282 of the Tax and Similar Fees Law, the determination of proceeds from

tax: tax distribution on a property is outlined as follows: Seventy percent of the allocated funds are
allocated to the state budget. In comparison, the remaining thirty percent is assigned to the local
budget.

Source: Righi, A., (2022), The role of local taxation in enhancing local finance of local authorities in
the shadow areas in Algeria -A case study of Bordj Zemoura municipality budget during the period (2015-
2020)-, Algerian Journal Of Public Finance, 12 ( 01), p:93.

5. Challenges Facing Local Taxation in Algeria and Potential Solutions to Improve it.
5.1.The impact of the COVID-19 pandemic on local taxation collection in Algeria

The local taxation collection in Algeria has been considerably affected by the COVID-19
outbreak. Implementing government measures aimed at mitigating the transmission of the virus,
such as the imposition of lockdowns and limits on movement, has led to a decrease in economic
activity and, subsequently, a fall in the collection of local tax revenue.

In 2020, Algeria had a decrease in tax income collection due to the downturn in oil prices and
the resultant economic slowdown, as stated by the International Monetary Fund (IMF, 2021). The
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research also highlights that the pandemic has exacerbated pre-existing fiscal vulnerabilities within
the non-hydrocarbon sector. This sector has experienced a deterioration in the government's
budgetary situation due to the decrease in tax collection.

Moreover, the ongoing epidemic has highlighted the vulnerabilities in Algeria's current tax
administration framework. The absence of technology and automation in the tax collection system
has posed challenges in effectively collecting taxes within the ongoing pandemic, particularly
considering the implemented social distancing measures.

The COVID-19 pandemic has significantly impacted the collection of local taxes in Algeria,
further worsening existing budgetary vulnerabilities and emphasizing the necessity for fundamental
reforms in the tax administration system. The proposed reforms should encompass the digitization
and automation of the tax collection system, as well as the enhancement of the legislative and
administrative framework that governs municipal taxation.?®

5.2. Challenges facing local taxation in Algeria and Tax collection problems.

Several challenges impede the collection of municipal taxes in Algeria, exerting a significant
impact on the revenue of local government entities. The insufficiency of municipal taxation's
legislative and institutional framework represents an important concern. Outdated and intricate legal
frameworks provide administrative obstacles that constrain the revenue generation capacity of local
governments. 2® The informal economy impedes the collection of municipal taxes in Algeria. Tax
authorities face challenges in collecting tax income from the informal sector, encompassing
unregistered enterprises and undisclosed earnings. The presence of the informal economy has
negativeﬂimplications for the tax base, impacting the fairness and effectiveness of municipal
taxation.

Algeria exhibits a chronic pattern of tax evasion and noncompliance. A subset of individuals
and corporations engage in tax avoidance or income falsification. This phenomenon leads to a
decrease in tax revenue for local governments, impeding their capacity to deliver vital services and
develop infrastructure. Local tax administrations in Algeria may encounter challenges related to
their administrative competence. The difficulties at hand encompass a shortage of proficient labor,
antiquated technological infrastructure, and inadequate tax collection and enforcement measures.
The potential failure of local taxing initiatives can be attributed to insufficient organizational
practices.

Taxpayers and governmental entities encounter numerous problems when dealing with
intricate tax legislation. The complex nature of tax legislation and standards can lead to challenges,
including misunderstanding, inaccuracies, and inefficiencies in adhering to tax obligations. The
simplification of tax laws and procedures facilitates the enhancement of compliance and
administrative efficiency. Tax incentives and exemptions the government provides can potentially
decrease the revenue generated from local taxes. The purpose of these incentives is to stimulate
investment and foster economic expansion; nonetheless, there is a potential for these measures to
undermine local taxation systems and give rise to disparities in tax burdens.?®

The obstacles faced in tax collecting in Algeria: A lack of comprehensive awareness of
taxpayer finances may lead to challenges in the collection of taxes. Many individuals and
corporations may lack comprehension of their tax obligations and the appropriate means for
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remitting taxes. The elements can potentially contribute to errors in tax collection, inefficiencies in
the process, and noncompliance with tax regulations.

The cash-based nature of Algeria's economy presents significant challenges in tax collection
and monitoring. Monitoring cash transactions can provide challenges, resulting in the underreporting
of income and instances of tax evasion. Implementing electronic payment methods and financial
reporting systems can potentially mitigate this issue.

The presence of corruption could potentially impede the efficacy of tax collection in Algeria
practices and instances of bribery. Unethical behavior has the potential to result in many illicit
activities, such as tax evasion, favoritism, and manipulation of tax assessment and collection
processes. These problems can be resolved by implementing measures to enhance transparency in
tax administration and combating corruption.

Formal banking institutions in rural areas are limited, posing challenges to the tax-collecting
process. The absence of financial services could challenge taxpayers in meeting their tax
obligations. Tax authorities may encounter challenges in the process of verifying and collecting
taxes. The problem can be addressed by implementing strategies to enhance financial inclusion and
foster the adoption of digital payment systems.

The lack of adequate taxpayer education and support has the potential to impede the process
of tax collection. Many taxpayers lack awareness of their legal entitlements and responsibilities or
encounter difficulties accessing tax-related assistance. The enhancement of tax compliance and
supply can be achieved using taxpayer education and the provision of support services.

The Algerian government must prioritize resolving these challenges to enhance local
taxation and facilitate the tax collection process, promoting regional development and governance.

Another concern is the constrained tax foundation, primarily property and business taxes.
The limited scope of the tax base constrains the income potential of municipal taxes, hence
imposing an inequitable burden on a select group of taxpayers. Furthermore, this practice
perpetuates tax evasion and avoidance, decreasing overall revenue.

The limited capacity and technical expertise within Algerian municipal administrations pose
obstacles to effectively implementing and collecting local taxes. Numerous local governments
encounter challenges in effectively implementing and enforcing tax regulations due to limited
resources and a lack of proficiency. As a result, the effectiveness of tax collection and rates of
compliance decline, leading to a fall in revenue generated from municipal taxes. 2 The tax-to-GDP
ratio reported is below the mean for Middle Eastern and North African countries (24.6%) and other
nations that export oil (25.7%).*° The analysis emphasized the importance of improving the
collection of municipal taxes to bolster government finances and mitigate reliance on oil. 3 The
collection of municipal taxes in Algeria is confronted with challenges related to inadequate tax
compliance, insufficient tax administration, and restricted financial and administrative autonomy for
local governments. The Algerian government has used many strategies for tax collecting, including
implementing local tax collection methods. Further endeavors are required to enhance tax
compliance, rationalize tax protocols, and enhance local authorities' fiscal and administrative
autonomy.
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5.3. Potential Solutions to Improve Local Taxation in Algeria

To enhance municipal taxation in Algeria, it is imperative to undertake comprehensive and
well-coordinated measures to tackle the challenges at hand effectively. One potential course of
action involves reforming municipal tax legislation and institutions. The proposed modification aims
to enhance the efficiency of tax legislation, alleviate administrative costs, and enhance the
effectiveness of provincial tax enforcement. Another potential alternative is the expansion of the
tax base. To accomplish this objective, implementing a tourism tax, municipal sales tax, or natural
resource tax can be considered. Expanding the tax base would result in augmented revenue
generation and diminish dependence on a limited number of persons. This proposal can potentially
enhance municipal taxation systems' equity and long-term viability. Another crucial aspect to
consider is municipal governments' enhancement of tax enforcement. This goal can be accomplished
by implementing tax authority training programs, improving the tax administration system, and
providing technical support to local governments. These initiatives would enhance compliance
through the enhancement of tax collecting efficacy. Additional alternatives include heightened
public consciousness and enhanced interpersonal exchange. Local governments must have efficient
communication strategies to disseminate information on tax obligations to both individuals and
businesses. Additionally, these initiatives must emphasize the advantages associated with tax
payment and elucidate how tax revenue is allocated toward the provision of public services. This
can enhance public confidence in the tax system and foster adherence to tax regulations. * To
enhance Algerian local taxes, it is imperative to implement a range of measures to address existing
obstacles. This study offers limited or insufficient responses. Nevertheless, implementing these
measures serves as a foundation for advancing regional taxes in Algeria, facilitating local
governments' enhancement of public services.  Potential Enhancements to Local Taxation in
Algeria:®

The enhancement of tax administration is contingent upon the ability and efficacy of local tax
administration. The objective can be attained by allocating resources towards technological
advancements, providing comprehensive training for tax authorities, and implementing
contemporary tax collection techniques. The enhancement of tax administration can potentially
optimize tax operations, mitigate administrative intricacies, and bolster tax compliance.

The Facilitation of Tax Regulation The facilitation of tax regulations and procedures can
enhance taxpayers' comprehension and adherence. The implementation of transparent tax
regulations serves to mitigate misunderstandings and errors, thus bolstering tax compliance. In the
pursuit of simplification, it is imperative to prioritize simplicity, the elimination of redundant
prerequisites, and the provision of explicit instructions to taxpayers.

The enhancement of tax compliance can be facilitated by taxpayer education and assistance.
The provision of information regarding taxpayer rights and the rewards associated with adhering to
tax rules has the potential to foster tax compliance. The provision of support in tax compliance can
potentially enhance compliance rates.

It is imperative to acknowledge and tackle the informal sector. To enhance tax collection and
augment municipal revenue, it is essential to target the informal sector. Implementing strategies such
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as formalization promotion, establishing rigorous monitoring mechanisms, and providing incentives
for firms to operate within the formal sector can effectively mitigate the size of the informal
economy and enhance tax revenue generation.

To enhance revenue collection, it is imperative to mitigate tax administration corruption.
Implementing effective anti-corruption measures can reduce bribery and corruption within tax
collection while concurrently fostering transparency and ensuring the responsible conduct of tax
authorities.

Promoting digital payment solutions has the potential to enhance the efficiency of tax-
collecting processes and mitigate the reliance on cash transactions. Digital payment systems have
the potential to improve transparency, facilitate efficient record-keeping, and enable real-time
monitoring of tax transactions, thereby simplifying the process of tracking and collecting taxes.

Collaboration and information exchange across many government and tax agencies can
enhance tax administration and enforcement. Implementing coordinated actions, the sale of data, and
the adoption of best practices have enhanced tax collection and enforcement.

The following prospective approaches can address the local taxation challenges faced by
Algeria. This can enhance tax collection, promote compliance, and augment local government
revenue.

Nevertheless, the implementation of digital transformation in the domain of municipal revenue
collection necessitates substantial investments in information and communication technologies,
technical proficiencies, as well as legal and regulatory frameworks. The successful execution of
implementation necessitates the active collaboration and coordination of tax authorities, local
governments, and taxpayers. **

6. CONCLUSION

In conclusion, it can be inferred that the points above lead to the logical deduction that The
effectiveness and efficiency of local taxation in Algeria face numerous hurdles that impede the
resource allocation process for local governments. Various challenges, including a shortage of solid
tax culture, inadequate financial resources and equipment, and insufficient administrative expertise,
impede the successful application of local taxation. The emergence of the COVID-19 pandemic has
exacerbated preexisting challenges about collecting local tax revenues, rendering their acquisition
more arduous.

Results: This study reached the following results:

- In the local context, Algeria encounters challenges to limited income production, a narrow tax
base, and excessive dependence on subsidies provided by the central government. Based on
Algerian municipal taxation metrics, it is seen that property tax constitutes the most significant
proportion of revenue, followed by business and professional taxes. The effectiveness of local tax
collection is impeded by challenges related to taxpayer compliance and insufficient government
enforcement. Comprehensive reforms are necessary to enhance the legal and institutional framework
of local taxation, broaden the revenue base, increase the competence of local governments, and
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improve public awareness. The efficacy of the Algerian local government is contingent upon
implementing these reforms.

- The prospects of municipal taxes in Algeria are strongly intertwined with the country's economic
and political stability and the effectiveness of tax administration and enforcement. Further research
and analysis are required to evaluate the impact of recently implemented policies in Algeria on the
existing tax legislation.

- The digitalization process can potentially generate favorable changes in Algeria's local tax
collection system, such as enhanced compliance levels and decreased operational expenses. The
successful execution of a project requires substantial financial resources, encompassing the
expansion of information and communication technology capabilities, the improvement of technical
skills, and the adaptation of policies.

Recommendations: Several suggestions and guidance exist to activate the local taxation
collection in Algeria and reduce tax evasion. So, in light of the preceding findings, we propose:

v The study on taxation in Algeria proposes strategies prioritizing enhanced tax efficiency and
productivity. To enhance the efficacy of present tax legislation, it is imperative to establish a solid
groundwork for bolstering regional tax collection. To enhance the effectiveness of local tax
collection and enforcement, local authorities must allocate financial resources towards crucial
components such as tax collection systems and training for tax officials.

v' The focus of taxpayer education should be on highlighting the advantages of local tax payments
to promote the growth of development initiatives. The central administration must provide increased
financial resources and technology assistance to support nearby controllers.

v The resolution of local taxation difficulties in Algeria necessitates adopting a collaborative
approach involving taxpayers, private enterprises, government officials, and local governing bodies.
The improvement of taxation efficiency in Algeria enables the country to stimulate regional
development and reduce its reliance on financial assistance from the central government.
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