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REFORMING SALES TAX IN DEVELCPING COUNTRIES:
* A STUDY OF NIGERIAN SALES TAX SYSTEM

The,objeoti#es of this paper are to preésent the
salient features of the sales tax system in Nigerie end
to suggest reforms that could be attempted kéeping in. view
the state Of-eoonomic'development of the countxy,

Evolqﬁion of Sales Tax

The hlstory of sales tax in ‘Nigeria dates back to
1953 when the Sales ‘of Produce Taxatlon Act was enacted1
and the government was empowered to 1mpose a tax on the
sale of spec1f1ed commodltles made to a.Marketlng Board
or to a licensed ‘buying agentg( However, the 1954
»Constltutlon, for the first tlme, recognised the Constiw
tuent regions as separate entltles and made Speoiflc
prov181ons ‘for the 1mp031tlon of sales tax by them, The
reglons thenlaSSumed “the 1953 enactment to have taken
effect as a law of their respective reglonal.assemblles,
They abrogated and replaced the Act with their own separate
and regional Produce Sales Tax Laws,

The Federal Government enacted the Sales of
Produce (Taxation) Act, 1957, to replace Sales of Produce
Taxation Act, 1953, and provided for a tax in the Federal
[Terrltony of Lagosg, on sales of produce to ‘the Western
.Reglon Marketing Board, or any of the lloensed buying



agents&( ‘The commodities taxed were cocoa, palm kernel
and palm oil only,

The Nigerian (Constitution) (Amendment) order,
1959, introduced “Taxes on amount paid or ﬁayable on'fhe
sale or purchase of commodities" as an item on the exclusive
leglslatlve llsta/ Some commodities were,.however, excepted:
These were agrlcultural produce, hides and sklns mo tor
spirit (gasoline) and diesel oil, These exceptiono gave the
regions a share in the proceeds of taxatlon of the excepted
commod1t1es4/ Item 35A of the 1959 Amendment was re-enacted
- as item 38 of the exclusive list of the Constitution of the
Federatlon of ‘Nigeria, 1960. As the tax on items such as
agrlcultural produce, hides and sklns, petrol and diesal oil
was not sgeclflcally placed on the concurrent llst, it found
a place on the residual list in respect of which the'regions
could legislateZ/ The Commodity Boards Act, 1977, dissolved
the Marketlng Board ~and the ngerlan Produce Marketlng
Company Limited (which hitherto administered the produce
sales tax leglslatlons) and replaced them by Commodlty
Boards for each 1mportant item of export produc

The Constitution of 197919{ which ushered in the
executive presidential form of government, omitted item 38
in its. entirety as set out in- both the 1960 and 1963
Canstltutlons. Though this omission precluded implicitly
the 1mpos1tlon of ‘sales tax as a re31dual subaect, it was
1nterpreted that the Stated did have the competence under
the Constitution to legislate and impose tax on the supply
01 goods and services within the States,



The 1979 Constitution was in force for only four
years .when the armed forces replaced the government in 8
mllltary ‘coup on December 31, 1983, The new Federal
Mllltary Government promulgated the Constltutlon (Suspen31on
and Modlflcaxlons) Decree 1984,11/ g1v1ng 1tself 11m1tless
powers "to meke laws for the peaoe, order and good government
of . ngerla or any part thereof with respect to any maxter
nhatsoever®,: The ‘Military Governor of a State who 1é the
sole. leglslator in the ‘State now exer01ses delegaxed
authorlty. However, he has to seek the consent of the
Federal Mllltary Government before maklng any law even with
respect to matters on the concurrent leglslatlve llst

The effect of the ‘gbove Decree is to give the
Federal Government leglslatlve powers over all maxtere,
1nclud1ng state ‘sales taxatﬂon. " A Governor 1s, however;ammt
likely to. encounter any problem in obtalnlng clearance
from.the Federal Mllltary Government as the laxter has
impressed upon the States to 1ntens1fy their efforts to
generate more internal revenue in +the light of* ‘the- bleak
market,prospects for ngerlan crude oil,

Existing Structure

Notwithstanding the aurlsdlctlonal problems of the
States?! right to levy sales tax, ten of the Nigerlan States,
ViZa, Anambra, Bendel, Benue, ‘Cross Rlver, Kaduna, Lagos,
Ondo, Oyo and Plateau are presently levylng ‘ggles tax, The
tax structure of all these States is almost 31m11ar (Table‘f),
All of them impose a retail sales tax with no exemption



TABLE 1

SALES TAX RATES IN MIGERIA
( As on April 1, 1985 )

$

Commoditise and services knembral/ Bendel Benue g:o::. Kaquna Lagos®® Ogun -.Ondo- Oye Platesu
i ve:
Floup - - - 2 - - - - - -
Soft drink 5 10 10 2 10 10 - 10 5 5
Beer and liquor s 19 10 2 18 10 10 10 ] 500
Cigarette end tobacco 5 10 10 2 15 10 10 10 5 )
Perfume end cosmetics 5 5 - - 10 10 - 10 - s
Foem - - - 2 - - - - - -
Plastic products - - - 2 - - - - - -
Paints S -2 - - - - 5 10 - -
Cements 5 2 - 20 - - - - - -
Ceramic Product - - - 2a - - - - - -
{including floor tiles)
Motor cycle - - - 2 - - - - - -
Cars & other vehicles - - - 2 - - - - - -
Cerpets and rugs - - - 2 - - - - - 5
‘Fan s 2 - 2 - - - 10 - -
Tepe Recorder 5 2 - 2’ 10 - - 10 - -
Camere - - - 2 10 - - - -
Refrigerator-end deep-freezer [ 2 - 2 10 - - -
Upholste&yproduct - - - 2' - - - -
- Television sst 5 2 - 2 10 - - - ]
Video set 5 2 - 2 10 - - - [
fir-conditioner 5 2 - 2 - - - - 5
Jeuvellery 5 s - - - 1G - - 5
CZnama - - - - - - - - - 5
Petrol - - - - - - IK/P.LEL 10 . 1K/F.Lit, -
Diesel oil - - - - - - 1R/P.LAt 40 1IK/P.LEt -
Other petrcleum products - - - - - - 1K[P.Lit 10 1K/P,.Lit -
Advertisement in press, radio, T,V. 10 - - - - - - - - -
other mass macdia -
Hotels and cstering services ] 5 10 2 10 10 10 1e 5 5
Leundry, other ancillary services 5 - - - - - hd - - -
Notes: K/p * refers to a specific rats of Xobo per litre
@ indicztes levy of tax on all iteas referred to as "building mateelal"
@ Reference period Jan, 1, 1982 as given in the Sales Tax Law, 1992]13111 No. 23 (01-lé:‘ C%Oss Qﬁqer a*ate.
** Re=ference period 19.7.82, ss given in Lau No, 7 of 1982 of Lagos State,/ % -
$ Refersnce period 25,2,82 ns shc;n in the Sales Tex Lau, 1982 (No. 2,-1982) Cgun St=te, Hoyse of ﬁszerbly.
£.The r-tos ~re far the psriod, et -84, us niven in the Sales Tax Lau, 1982,
@9 The tax on the {tem is not bq&ﬂf ’Jllacted so far} the rate houvever, exists,
1/ Ana=bra State also t-xcs S4 of Tor on otherp sales aNd sarvices. @+.G., Bale and service 0f ~agr vohicloe., Ihic bin? o#
:nxati;n h=s neg~tive cfFfuct =7 s.ners will prefer patronising dealers in nearby Statss uhere sale ~F such ité ™ IS ices
ave nob trxed. Dlucipjelty 3. o-22 -iacd undar the Ap~mbra Stz2te Law ond this UIl) no <.ubt AFfuct jndustries Lhef s ;e

rita of Jl::trlc;,, Goncumnt da,
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1imitlg{A'The rate of tax, however, varies from two ber cent:
to 10 per cent. ,The’low rate of two per cent is levied in
only Cross River, Three of the States, ViZey: Anambra, Oyo
and Plateau tax the commodities at the rate of five per-
cent,

‘The tax is levied only on 2 few select commodities,
generally luxury articles or addiction items. In addition,
the tax is levied on petroleum products in three‘States,
namely, Ogun, Ondo and Oyo. Sales tax structure of these
three States is likely to be more productlve and income-
elastic, for, the consumptlon of petrolevm products is
very high, The coverage of the tax has been fUTther
extended to advertlsements and serV1ces. Whereas Anembra,
is the only State which levies tax on advertlsements and
other mass-media, most of the States have attempted to. levy
tax on services as well, While the: ten States resortlng,to
sales tax are levying tax on hotels.%nd catering services,
Anembra is the only State which levies tax on laundiyiand
other ancillary services,

- The majority of the States hove one 31ngle rate of
tax which is levied on all ‘taxsble commodities." The rate
of tax is five per cent in half.of the States levylng,sales
tex, Some of the States have higher rate of seven and 10
per cent,

As against a single rate of tax, three of the
States, nemely, Anembra, Bendel end Kaduna have resorted to
comodity-wise rate gifferentials, In‘Anambra7iny adver—
tisements in'press and. dther mass-media have beeﬁ?éarmérked



for taxation at a higher rate of 10 per cent (when the
general rate is fivé per cent on all texsble commodities),
In Bendel there are thrze rate categorles- two . per cent on
raw. materlals and electronlc items, five per cent on
services, qnd 10 per cent on soft drinks and ‘additional
items, In>Kaduna beer and liquor as well as cigarette and
tobacco have been singled out for taxation at 15 per cent
(whereas the. general rate is {10 per cent in the State),

All the States levying sales tax have adopted an
ad v'al'o'r‘em'levy. Only two of the States, namely, Ogun and
Oyo have elected to levy spe01flc tax on petroleum
products. - Ondo, which lev1es tax on petrol and petrolemn
products, has adopted an ‘ad valorem levy., Its-tax yield
would +thus be elastic as compared to the other two States
which levy tax on petroleuw products.

Although the States levy a retail sales tax, many
of the Nigerian States have so devised tﬁeir‘cperations
that in!effect the tax structure is working like a tax on
wholesale sales only, This is due to the fact that the
structure of markets in Nigeria presents a typicél dualie
stic economy. Very bigfdepartmeh%al stores and five-star
hotéls co-eXist"With the unorganised markets comprising
small roadside shops, inns and kiosks, Administration of
a retail sales tax in such a market 31tuatlon is extremely
difficult, 0bv1ously, many of the States collect the tax
from. blg departmental stores, hotels and gas stations and
from‘wholesalers and manufacturers, In_practlce, therefore,
the tax is collected on the first-sale of the commodity in



the State, In fact, in some of the States fhe cooperation
of manufacturers residing in other States is belng seught
for xnformatlon and p0381b1e oollectlon of the tax from -
them as "exporter“ of goods to their Btate,

Revenue Importance

Sales tax as a fiscal measure is a relatively new
instrument’ 1n the fiscal armoury of the. ngerlan States,
Besides, as is the case with most of the eéonomlo ‘statis—
tics in Nigeria, data relatlng ‘to sales tax yield are niot
available in any published: form, However, to 1llustrame
the possible growth in revenue from sales tax; we\present
its revenue in Platesu State in Table TI, The yield from
sgles tax in this State shows that within one_yearAthe
receipts have increased from (Naira) NA26,0009($»13,375
approx.) in-June 1983 to M 39,000 ( § 44,070~approi;);~
This repreSents an- increase of more'than 50'per'cent; Also,
the tax as a proportion of the Statets tax revenue hes
increased from 1. 36 per cent in June~December,: 1983, (average
to 1,93 in January—June, 1984 (average).. The»above data
indicate that the importance of the tax in Nigeria is bound
to grow,

Administration of'the‘Tax

Administration of sales tax in Nigeria is dene
either through the. State Pax Boards or through the Inlend
Revenue Boards, Some States like Bendel. and~0gun ‘heyve the
State Tax Board and others such as Lagos have Inlend
Revenue Boards to administer the sales tax. A8 the struc~



TAPLE TI

Fiscal Importence of Sales Tax in Plateau State

.

-Year ' Yields from sales tax Saleé tax as
Month (X %56’55 Bouivalent percentage of

to $ 000ts Statets tax
revenue

June 20 22,60 2,07
July 14 15.82 1.53
mgist 4 4,52 0.47
-Sepﬁémber 14 15.82 1.40
October 22 24.86 2.24
November 20 22,60 1.78
December 13 14.69 1041
Agerage |

(JgneaDecember) 13437 15.11 1636
1984

Jenuary 9 10,17 0.68
February 17 19.21 1.49
‘March 31 35.03 2,75
April. 17 19.21 1.93
Meay 39 44,07 3.19
June 20 22,60 1453
Average |
(Janua;y—June) ~ 20.16 . 22,78 1493

Source: Hiangya, John. Shagboar,
Sales Tax in Plateau.State,
MBA Dissertation, Ahmadu
Bello University, Zaria, 1985,




ture of these Boards is vertical end the involvement of the
,local bodles is 1nS1gn1f1cant, given the market structure,
it is p0331b1e for the Boards to collect sales taxes from
blg,departmental Suores blg hotels and gas statlons only.
Even in these cases the experience: 1n ‘many. of the States
'shows that the rate of non-compllance is very hlgh. Very
recently, in Tiagos State the government used the pollce and
anned solldlers to seal hotels to compel them to remit
tax dues to government 13/ Slmllarly, in Kadunia State the
Governor himself V1s1ted shops end made many: of them pull

~ down shutters until the data tax was paid. Such 1nstances
do reveal the 1neffect1veness of the exlstlng a&mxnlstratlve
organisation end lack of compllance. Purther, 1t would be
very difficult to collect the taxes from small shqps, hotels
and inns,

To ensure. proper compliance,'therefore; it will ‘be
necessary to involve the local government. coun01ls 4in . the
'admlnlstratlon,and enforcement of sales tax, - The close
association with consumers and reteilers will rendér tax
compiiance easier,

In order to make tax compllance and admlnistration
effective, tax penalltles have been prescribed for offences
against the various Staxe sales tax laws, Offences 1nclude
,contrawentlon or fajilure to comply with the prov1s10ns of
the 1aw,1£/ unlawful collection of tax from purchaser~1§/
evasion of tax,lé/ failure to. apply for reglstratlan,
‘submission of incorrect raturns or accounts, non~payment
of tax- collectedlZ/ and refusal to anwer any questlon put
by -the Chairman of the Board of Inland Revenue or failure
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to produce-for insPectidn eny relevant documentlé/ Prescri~
bed. penaltles range from ¥ 1,000.00 ($ 1290.00) for contra~
vention or.failure o comply with the law in States such as’
Lagos, qun, Bendel and Cross River to ¥ 500 (8 645) or
1mprlsonment for a period of not less than two years in
States such .as Ondo. Slmllarly, in Cross River the evasion
of tax or attempt to evade tax attracts imprisomment for
two years or a fine of ¥ 2,000.00 ($ 2580 00) or both.,

In the States of Bendel and Ogun, the pendlty is imprisone
ment for one year and forfeiture of ar amount ‘double the
amount of tax llabllltylg/

The penalties prescrlbed variously in the different
sales tax laws are not llkely to deter contraventions as
they are not stringent enough, Experience in many of the
States'has-clearly shown that prescribed penaltieS'and
methods of enforc1ng compllance as prov1ded in the law is
of llttle or no effect, The States should treat tax
offaqces as attempts at economic sabotage and, as such,
they ehOuld'prescribe severe penalties,

Cost of Collection

As the tax has not been operative for a long time,
and as no data are available on the operation of the tax,
it is not possible to analyse the trend of cost of colle
ction}' However, the data available for Plateau State, as
glven in Table III, show that the expenditure has been
to the tune of ¥ 2564 (about 12,52 per cent of the sales
tax yield), in the first monthtof its operation, Over a
period the cost has declined by a sizeable extent, In
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TABLE IIT

Cost of Sales Tax Collection in Plateau State

‘Month/Year Cost of Equivaleﬁ% CoSt aé'perfcent.'
collection t0 § 000%s of sales tax
(¥ 000%s) ‘yield
June - 2,564 3,330.64 2,52
July 1,064 15382.14 7443
August 1,058 15374434 6437
‘September 1,065 1,383.44. T7.38
October 1,070 15389.93 4,86
November 1,085 14409,.42 5052
December 1,058 1,374.34 8439
1984
January 1,080 1,402.92 12420
February 1,064 1,382,14 6412
March 14065 19383544 3446
April 1,070 1,389.93 6428
May 14085 1,409,42 2,75
June 1,064 15382, 14 5420

Source: As given in Table II,



fact, by May, 1984 the cost was as low as 2,75 per cent of
the sales tax yield, It-is important to note that some
addltlonal expendlture towards proper enforcement of the
tax may 1ncrease the cost of collection in the initial
stage, but would bring greater yield in the long run.

Objectives of Tax Reform

The precedihg analysis of the structure of sales
tax in ngerla suggests that the evolution of the tax is
stlll .at-a rather early stage, - Yet, it may be anticipated
that growing*fxnan01al requlrements and the urge for
iinanclal antoﬁomy would induce the States to exp101t this
source more v1gorously to mobilise resources. However, we
have to v1ew the sales tax structure in a setting that
would be spe01flc to the States! taxation pollcy in the
ngerian context, or for that matter in any developing
country with a federal structure, First, the tax system
of a State is a sub-set of the country, Hence, it is
restricted to activities and transactions-that take place
within its bofders. Also, there are significent differences
between bulldlng a reglonal tax system (the sub=-set) and
guldxng the overall national tex policy. In a regional tax
system, the p9381b111t1es of diversing of trade and invest—
ment have to constantly kept in view, In this respect, to
emulate‘the'"average" policy of the neighbouring States may
be an'easy,optidnggl Accordingly, we could keep the
following criteria in mind, while reforming the tax
structure,



‘2. - Growth objectives. The tax policy should be able
to raise enough_resourdés for the development of the State.
Accordingly,vit should aim at having a tax structure that
could be more income-elastic.

b, Equity consideration., The structure should fulfil
the criteria of both horizontsl end vertical equity, It
should‘cast proportionately larger burdens on the better-
off sections of the population and should not take more
than a token contribution from the poorer sections,

c. Administrative expediency. It should be so adminie
stered as to cause the least harassment to tax payers and to
result in low compliance costs,

d. - Coordination. It wbuld,folloW“the national objec-
tives‘of.the'bVerall tax policy'and should be in cbhsohance,
in essential respects, with the strucfures;prevailing in the
neighbouring States, |

- Suggested Reforms

- Keeping in view«theAabove.objéctives,gl/'the exist-
ing structure of sales tax could be reformed on the lines
:suggested'below.

Uniformity in the Tax Structure

One of the problems confronting the existing
'structurgjof sales tax in Nigerian States relates to the
lack of uniformity of rates. The variation.of rates causes
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divérsion of trade as well as relocation of manufacturing
activity from one State to amother, It is importarit,
therefore, that some attempt is made to bring about unifor-
mity in the rate structure of sales tax, The possibility
of a model sales tax structure for the federation as a
whole could be considered, This could be adopted by the
States with State-specific variations.,

Levy of a Central Sales Tax

The second important line of reform in the sales
tax structure of Nigeria relat to taxation of inter—State
sales, This is important because in a federal set-up,
sales tax does_not remain a purely intra~State problem,
A commodity may undergo several sales in more than one
State before it feadhes the consumer, Taxation or none
taxation of an intra-State sale affects inter—Staté move-
ments of commodities., With a view to ensuring free flow of
goods, avoiding umecessary and uneconomic movement of goods,
énd’checking discriminatory taxation, the following problems
are rquired to be solved under the Nigerien sales tax
system:

(i) Defining an inter-State .sale;

(ii) Taxation of inter~State sale to avoid both
multiple taxation and the privileged position
of such a sale; and

(iii)  Avoiding multiple taxation of commodity
entering into inter~State trade or
commerce.
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In the context of a federal system, all the above
pects assume overr1d1ng 81gn1f1cance and need to be
studledeat length. It is essential that States are prohi~
bited from levylng any tax on inter-~State transactions,

Here it is pertinent to note that although the flow
of inter-State commerce would be at its maximum if such
commerce were immyne to taxation, the economic unlty of the
country demands that 1nter~State trade should not be left
free of % 22. If no taxes are levied on inter-State trade,
the consumer would make out—of—Stame purchases more cheaply
then identical local goods, end local dealers would suffer
a,competltlve,dlsadvantage as compared to outside dealers.
This would create artificial channels of trade by putting
1ocal business at a dlsadvantage and economic waste in
transportatlon by encouraglng tax-free out—of~State
purchases. With a view to av01d1ng these problems, levies
on 1nter-3tate sale should be designed such that they do
not impose ‘a heavier burden than on the local products and
that the local products does not bear a ‘burden heav1er than -
that on commodities from the other States of the federation.

Point of Levy eand Exempiior Timit

An enalysis of the sales tax systems prevalent'in
deveiopxng countrles reveals that when the federal governe=
ment is empowered to levy tha tax, the manufacturers’ form
of sales tax is prevalent in most of the Afrlcan countrlesgz/
However, when the States,are empowered to levy the tax, the
different forms in use are: value-added tax (VAT), multi-
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poin% turmover tax»and-a'single-point tax, In spite of the
economic arguments for adoptithVAT‘and retail sales tax,
it is importent to note that a very efficient tax admini-
stration and a high level of tax compliance'on thefpart of
the dealers aretprereguisi%es for the effective operation
of a VAT as well as a retail ssles tax, The multi<point
turnover tax is easiest to administer but:it is.well known
for-its adverse economic effects,

Administrators point out two important drawbacks
in the lest-point tax as compared to the flrst-p01nt t 24
Flrst, it is' said to be 1nconven1ent to administer_ because
the number of dealers that have to be reglstered is very
large: under this system of sales taxation. And second, the
last-point tax is often evaded through the creation of
bogus registered dealers to whom sale vouchers are-made out,
These arguments are, however, not very convincing, In fact,
it is a mistaken notion that the number of deelers get
reduced undeyr the firstaPoint tax. As the number of
registered dealers depends upon the prescribed exemption
limit, all-those with turnover above that limit will have
to be registered and assessed. The number of dealexrs would
be the same under the two *ypes of sales taxes, The
argument of less evasion of tax under the first-point tax is
also not tenable; in fact, the system of ¥bogus dealers?
in the last~point and 'bill-trading' under the first-point
tax are similar in nature.

In contrast to the above, in modern economic theory
it is well accepted that the last~point tax is clearly
preferable to the first-point becauise (a) these taxes do
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not cazse cascading and (b) at the same time cover value-
added up to the final stage.

In view of the apove économic argunents against
the first—point tax and the administrative arguments
against the last-point tax, it is Tecommended that Nigeria
should have an admixture of the two systems, In regars
to those commodities that‘(i)thave no fixed trade chammels,
(ii) have difficult traceability after the first-point and
(iii) do not have very large value-added after the manu-
facturing stage, it may be admlnistratlvely convenient to
levy & tax at the manufacturer's level., But in all other
cases .the poxnt of levy should be shifted as far away- as
possible from the manufacturing stage to the retail stage.
Under the present state of economic development in Nigeria,
it would be 'useful to tax the commodities at the level of
Wholesalers and/or'the level of departmental stores, This
could be done by fixing the exemption limit of reg1stration
of dealers at a higher level of, sgy, ¥ 100,000 anmam, The
tex should be levied at this point, If the dealer at this
level has bought goods which have already borne the -tax,
(vecause some comuodities could be toxed at the first-
point) no tax should b: levied for that part of the turn-—
over,

_Basic Procedures for Enforcement

The proper enforcement of a tax require evolving
basic procedures related to the tax structure, With regard
to the sales tax, there are some important procedural
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regulaxionS'that have to be formulated before the tax is
levied, As the experience of most of the countries suggests,
lack of proper enforcement of the tax law leads to widespread
evasion of the tax which, in turn, results in what may be
described as nelasticity of conscience" of the taxpayers;
evasion thus gspirals out of control,

The enforcement of the first-point sales tax is
based on information received from the importing ports/
stations end the declarations (or certificates) given by the
first dealer to the next, On the strength of this document
(declarations or certificates), the latter dealer claims
éiemption from tax liebility. Experience shows that tax
avoidance increases if the declarations are not crosse
verified, It is, therfore, extremely important to evolve
requisite procedures for verification of these documents,

| Managepent:Informaxion13ystem

It would not be an exaggeration to ssy that sales
tax departments in the States in Nigeria do not have any
management information system; data cre not being collected
in a systematic mammer or'regularly. In the absence of an
adequate‘informaiion system any evaluation of the existing
structure of tax or an estimate of the impact of any policy
changes becomes impossible, It is, therefore,‘important
that steps should be taken to evolve some menagement infor-
mation system, To begin with, the department should
collect information at least on the following aspects:
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(i) Commodity-wise turnover,

(ii) Tax yield by commodities,
(iii) Dlstrlpu icn of dealers by size and tax yield,‘
(1v) Yearxy assessments, collection and 1nformatlan

on flow of goods apross State borders,

Information on the above aspects is necessary for
the proper enforcement of the tax and for the evaluation of
the administration as well as the effect of the tax,

Conclusion

As snalysis of the different systems of sales
taxation prevelent in developing countries suggests that
most of the African countries have adopted manufacturers®
form of sales tax, - Such a tax could be effectively admini-‘
stered by a unitary form of government and with some modie
fications, even by the Unlon (Federal) Government. In
Nigeria, however, sales tax is a State subject. When the
States are empowered to levy sales tax, it is administra-
tively convenient and economically rational to-have sales
tax at thé>manufacturers' or wholesalers! level, With a
view to avoiding the defects of this system, it is useful
to have higher turnover exemption for the deslers who bear
the impact of the tax.

As ‘the existing structure of sales tax in Nigeria
is of recent origin, the preceding analysis of the stru-
cture suggests that from the point of view of the objecti~
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ves of growth, equity, administrative expediency and
coordination, it is essential to have federal sales tax on
inter-State tramsactions to achieve uniformity in the rate
structure, to levy an admixture of the firstesnd last-
point tax, to evolve proper procedures for enforcement of

the tax-and to have a properly designed management infor-
mation systenm,
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