
BUDGET POLICY 2022 

Proposed Revenue Policy Measures For 2022  

Most provisions of the Revenue Act 2016 have at present been introduced. Revenue collections 

and compliance are gradually improving, notably for core domestic taxes. The scope for 

expanding the tax base is limited: most taxes are already being collected, and the Ministry is 

aware that introducing further taxes, or increasing rates from their current low rates, will 

disproportionately increase the tax burden on vulnerable citizens and businesses, at a time when 

livelihoods are recovering from the effects of the COVID-19 pandemic. The greatest scope for 

revenue gains continues to be improving taxpayer compliance, both voluntary and enforced.  

With the revenue-to-GDP ratio expected to reach 11% by the end of this MFF, and only breach 

the recommended 14% threshold sometime in the 2030’s, further reforms are needed in order 

to sustainably and equitably grow revenue collections in coming years. Of the seven strategic 

targets noted in the Tax Policy Strategy 2021-23, it is proposed to focus on reducing the 

compliance burden; improving citizens’ perceptions of tax, and creating a sound and buoyant tax 

system in 2022. A few targeted measures are being explored to improve and increase collections 

in 2022, in a way that will support the most vulnerable citizens and businesses. These include:  

1. Simplifying tax compliance requirements  

a) Introducing a simplified (presumptive) business income tax for small businesses, 

and increasing the income threshold for such taxpayers from 50 to 250 million 

SLSh; 

b) Promoting digital and electronic filing and payment of taxes and customs 

declarations. 

c) Installing GST (Goods and Services Tax) devices in medium and large business 

establishments to collect goods and services tax (GST) at the point of sale; 

2. Expanding the scope of specific taxes through Revenue Act amendments  

I. Amending Revenue Act sections 153, 154 and 165 to expand the scope of the Goods and 

Services Tax (GST), notably by expanding the GST to cover;  

a) Ship handling and loading/unloading services;  

b) Ship delivery order services  

c) Printing and publishing services;  

d) Postal and courier services;  

e)  Inter-urban transport services  

f) TV receiver services etc.  

II. Amending Revenue Act sections 181, 183(2) and 186 to expand the excise tax on imports 

by adjusting the rate structure of taxes on tobacco, and expanding the definition of luxury 

automobiles. 

3. Other compliance and efficiency measures  



a) Enforcing monthly filing for the employment income and Goods and Services 

Taxes 

b) Strengthening and supporting the enlargement strategy of the customs especially 

the eastern regions.  

c) Utilizing the newly elected councils to strengthen the IRD taxes collected by Local 

governments  

d) sing the head counting registration system to increase business, payroll and 

rentals income tax collections  

e) Implementing the enacted penalties and stamp duties and ensuring that each IRD 

office meets its revenue collection targets  

Some of these measures will require amendments to the Revenue Act 2016. The 

Ministry of Finance Development intends to introduce such amendments as part of 

the 2022 budget submission. 

 

PROPOSED EXPENDITURE MEASURES FOR 2022  

In many ways, the COVID-19 pandemic reiterates the need for the government to deliver on the 

NDPII goals. While awaiting the upcoming review/assessment of the NDPII following its 

completion, the government will continue to prioritize the following nine objectives in the 

budgets for the coming three years.  

• Encouraging employment, particularly of young people  

• Promoting domestic food production  

• Protecting local industries  

• Improving balance of payments  

• Stabilizing prices and foreign exchange  

• Ensuring security and justice  

• Ensuring free and fair elections 

• Improving access to basic social services – water, health & education  

• Protecting the environment 

While investment priorities are set to remain unchanged, the short-term focus (i.e. in the 

remainder of 2021 and 2022) should be in improving the performance of spending (i.e., by 

better targeting and allocating resources) in meeting citizen’s needs within the required 

timeframe. A few steps can be taken to ensure that resources are allocated efficiently and 

effectively, these include: 

a) Reducing the processing time of departmental warrants. This will ensure that 

regional offices have access to the resources they need to deliver services on time. 

Steps to reduce the processing time include;  



• Preparing, processing and approving expenditure warrants by the 1st day of 

each quarter— starting on the 20th of the last month of the previous quarter  

• Sub-warrants will then have to be prepared and approved within 8-days of 

expenditure warrants  

• Approved sub-warrants will be electronically delivered to regional 

departments by the Central Bank of Somaliland 

b) Setting a cap on annual increases to the wages & Salaries and recurrent expenditure 

budgets.  

 

• A limit on the growth rate of these spend categories should be identified and 

agreed upon. 

c) Limiting the number and size of virements allowed during the year. This should 

incentivize MDA’s to better invest in budget planning and should help improve the 

credibility of the Parliament approved budget. Example restrictions to consider:  

• Number of virements allowed per MDA  

•  Maximum value of each virement  

d) Setting clear operational guidelines for the contingency fund. Clear rules and 

procedures for the growth rate and the use of the fund should be set (e.g., type of 

emergencies to be funded, stakeholders involved in the management of the fund)  

e) Identifying performance indicators for each MDA in order to assess their efficient 

and effective use of public resources. This will further enable the government to 

prioritize funding to MDAs that are likely to generate the highest social and economic 

return to investments.  

• A first step in 2022 would be to identify performance indicators for about 2 to 

5 key MDAs  

f) Further improving fiscal decentralization by introducing clear guidelines and 

efficient systems. This should facilitate services delivery to the most vulnerable. 

 


