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REFORMING SALES TAX IN DEVELOPING COUNTRIES
A STUUy OP NIGERIAN SALES TAX SYSTEM

The objectives of this paper are to'present the 
salient features of the sales tax system in Nigeria and 
to suggest reforms that could be attempted keeping in. view 
the state of economic development of the country*

Evolution of Sales Tax

The histozy of sales tax in Nigeria dates back to 
1953 when the Sales of Produce Taxation Act was enacted-/ 
and the government was empowered to impose a tax on the 
sale of specified commodities made to a Marketing Board 
or to a licensed buying agent-^ However, the 1954 
Constitution, for the f i r s t  time, recognised the Consti­
tuent regions as separate entities and made specific  
provisions for the imposition of sales tax by them. The 
regions then assumed the 1953 enactment to have taken 
effect as a law of their respective regional assemblies. 
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 pf Produce 
Taxation Act, 1953, and provided for a tax in the Federal 
Territory of Lagoa, on sales of produce to the Western 
Region Marketing Board, or any of the license'd buying



agents**. The commodities taxed were cocoa, palm kernel 
and palm o i l  only.

The Nigeirian (Constitution) (Amendment) order,
1959, introduced "Taxes on amount paid or payable on the 
sale or purchase of commodities" as an item on the exclusive 
leg islative  listed  Some commodities were, however, excepted: 
These were agricultural produce, hides and akins, motor 
sp irit (gasoline) and diesel o i l .  These exceptions gave the 
regions a share in the proceeds of taxation of the excepted 
commodities-^ Item 35A of the 1959 Amendment was re-enacted 
as item 38 of the exclusive l i s t  of the Constitution of the 
Federation of Nigeria, 1960, As the tax on items such, as 
agricultural produce, hides and skins, petrol and diesal o il  
was not specifically  placed on the concurrent l i s t t i t  found 
a place on the residual l i s t  in respect of which the regions 
could le g is la te d  The Commodity Boards 'Act, 1977, dissolved 
the Marketing Boards^ and the Nigerian Produce Marketing 
Company limited (which hitherto administered the produce 
sales tax legislations) and replaced them by Commodity 
Boards for each important item of export produced

The Constitution of 1979^"^ which ushered in the 
executive presidential form of government, omitted item 38 
in it s Tentirety as set out in both the i960 and 1963 
Constitutions, Though this omission precluded im plicitly  
the imposition of sales tax as a residual subject, i t  was 
interpreted that the Stated did have the competence under 
the Constitution to leg islate  and impose tax on the supply 
of goods and services within the States,



The 1979 Constitution was in force for only four 
years when the amed forces replaced the govermait in  a 
military coup on December 31, 1983* The new Federal 
Military Government promulgated the Constitution ^Suspension 
and Modifications) Decree 1934,^/ giving it s e lf  lim itless  
powers "to make laws for the peace, order and good government 
of Nigeria or any part thereof with respect to any matter 
whatsoever". The M ilitary Governor of a State who is  the 
sole leg is lator in the State now exercises delegated, 
authority. However, he has to seek the consent of the 
Federal M ilitary Government "before making any law even with 
respect to matters.on the concurrent leg is lative  l i s t .

The effect of the above Decree is  to give the 
Pederal Government leg is lative  powers over a l l  matters, 
including state sales taxation, A Governor .jfcj 
likely to encounter any problem in obtaining clearance 
from the Federal M ilitary Government as the latter &aS 
impressed upon the States to intensify their efforts to 
generate more internal revenue in the light of'the ble&k 
market prospects for Nigerian crude o il .

Existing Structure

Notwithstanding the jurisdictional problems of the 
States’ right to levy sales tax, ten of the Nigeria! States, 
v iz «t Anambra, Bendel, Benue, Cross River, Kaduna, Lagos,
Qndo, Qyo and Plateau are presently levying sales tax. The 
tax structure of a l l  these States is  almost similar (Table 1 ) .  
A ll of them impose a re ta il sales tax with no exemption



TABLE 1
SftlCB TAX RATCS IN NIGERIA

( *8 on April 1, 19B5 )

Commoditise and services Aneabr*^ Bendel Benue Cross
River*

Ka-duna Lagos** Ogun* Cn.do Oyo Plates

Floujfr _ _  — 2 -
Soft drink S 10 10 2 10 TO - 10 5 5
Beer end l iquor 5 10 10 2 15 to \o 10 5 5M
Cigarette end tobacco 5 10 10 2 15 10 10 10 5 5
Perfume end cosmetics 5 5 - 10 to< - 10 - S
Foem - -  - 2 - - - - —
P las t ic  products - - 2 - - - — -
Paints 5 2 - - - 5 10 - —
Cements 5 2 29 - - - _ -
Ceramic Product 
( including f loo r  t i l e s )

- - 29 - - - - - -

Motor cycle - - 2 - - - — ..
Cars & other vehicles - - 2 - - - — _ —
Carpets and rugs - - 2 - - - - - 5
Fan S 2 2 - - * 1° . -
Tape Recorder 5 2 2 10 - — 10 «■ _
Camere - - 2 10 - _
Refr igerator end deep-freezer S 2 2 10 - 10 _
UpholsteVy product - -  - 2 - - m m -
Television set 5 2 2 10 • • 5
Video set 5 2 2 10 - - te - c
Air -conditioner 5 2 2 - - * 10 5
OeuallEry 5 5 - - 10 - 10 5
Cinema — — - - - - - - - 5
Petrol — — - - - - TK/P.Lit 10 1K/P. L i t . -
Diesel  oil' — -  - - - - IK/P.Lit 10 1K/P . t i t -
Other petroleum products - - - - - 1K/P*Lit 10 1K/P . t i t -
Advertisement  in press,  radio ,  T.U.  

o ther  mass media
10 - - - “ •• - ** —

Hote ls and ca te r in g  s e r v i c e s s 5 10 2 10 10 10 its 5 5

Leundry, other  anc i l l a ry  services 5 - *• — — • m —

Notes: K/d ' refers to a soec i f i c  rata of Kobo per l i t r e
® indicates levy of tax on a l l i t e a s  re fer red  to as "bui lding  material" Sir \
a Reference period 3an, 1, 1982 as given in the Salas Tax Law, 1962Jj^Still No, 23 (8.*-«2) ) p*Os3 l i ^ e t  State.

* *  Reference per iod 19.7,82,  as Q i  V  £n in Usu No .  7 o f  1982 of Uagos State
$ Reference per iod 25.2.82 ■-’ S sjh c -n in t hti S^.l0S "Tax 1982 (No. 2, -1982) Cgun S t ~ t e , Hoyse o f  fllsnetr.bly.
£ -The r ’ tas -•’ re f o r  the pe r iod -S4, us g iven in the .Sales Tax Lsu, 1982 .

Tha tax on tha item is  not be,inc col lected so f a r }  the rata houave r, ex i s t s .

1/ Ann~.bra State a lso  t - xc s  £;:i 
t-ixat i ;n  n?s e f f u c i  
o iii not t'-xt.-. - lii c c r i c i C. >• 
n t o  c f  -> l.Jct r » c i  iy

P  -

1

*■ n c v _
J i'"' * w '*

r on other  snlus and sacv ic cs .  e . g . ,  sale and 
rs u i l l  .>rofi2r pa t ron is ing  d e a l e r s  in nearby 

xca und^r tha Annabr3 St?.te Lnu snd th i s  u i l l
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l i m i t - T h e  rate of tax, however, varies from two per "cent 
to 10 per cent* The. low fate of two per cent is  levied.- in 
only Cross River, Three of the States, v i z . , -Anambra, Qyo 
and Plateau tax the commodities at the rate of five per­
cent.

The tax is  levied only on a few select conmodities, 
generally luxury artic les 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 productive and income- 
elastic, for, the consumption of petroleum products is
veiy high. The coverage of the tax has been further

t ' ■

extended to advertisements and services. Whereas Anambra 
is  the only State which levies tax on advertisements and 
other mass-media, most of the States have attempted to, levy 
tax on services as w ell. While the ten States resorting to 
sales tax are levying tax on hotels cud catering services, 
Anambra is  the only State which levies tax on laundry aad 
other ancillary services.

The majority of the States hc-ve one single rate of
• . r

tax which is  levied on a l l  taxable commodities.' The rate 
of tax is  five  per cent in half of the States levying sales 
tax. Some of the States have higher rate of seven and 10 
per cent.

As against a single rate of tax, three of the 
States, namely, Anambra, Bendel and Kaduna have resorted to 
commodity-H/vise rate d ifferentia ls . In Anambra only adver­
tisements in press and other mass-media have been earmarked



fo r taxation at a higher rate of 10 per cent (when the 
general rate is  five  per cent on a l l  taxable commodities).
In Bendel there are three rate categories: two per cent on 
raw materials and electronic items* five per cent on 
services, and 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),

A ll the States levying sales tax have adopted an 
ad valorem levy. Only two of the States, namely, Ogun and 
Oyo have' elected to levy specific tax on petroleum 
products, Ondo, which levies tax on petrol and petroleum 
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 petroleum products.

Although the States levy a re ta il sales tax, many 
of the Nigerian States have so devised their operations 
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 N igeria presents a typical duali** 
Stic economy. Very big-departmental stores and five -sta r  
hotels co-exist with the unorganised markets comprising 
small roadside shops, inns and kiosks. Administration of 
a re ta il sales tax in such a market situation is  extremely 
d ifficu lt . Obviously, many of the States collect the tax 
from b ig  departmental stores, hotels and gas stations and 
from wholesalers and manufacturers. In practice, therefore, 
the tax is  collected on the firs t -s a le  of the commodity iri

— 6 —



the-State* In fact, in som$ of the States the cooperation 
of manufacturers residing in other States is  being sought 
fo r information and possible collection of the tax from 
than as "exporter" of goods to their State,

Revenue Importance

Sales tax as a fisc a l measure is  a relatively new 
instrument' in the fisc a l armoury of the Nigerian-States, 
Besides, as is  the case with most of the economic statis­
tics in Nigeria, data relating to sales tax yield, are not 
available in any, published form. However, to illu stra te  
the possible growth in revenue from sales tax, we present 
it s  revenue in Plateau State in Table I I ,  The yield from 
sales tax in this State shows that ,within one year the 
receipts have increased from (Naira) U 20,000 (•  13*375 
approx,) in June 1983 to U 39»000 ( I  44,070 approx,).
This represents an increase of more than 50 p©r cent* Also, 
the tax as a proportion o f the State’ s tax revenue has 
increased from 1,36 per cent in June-Dee ember, 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 Tax Boards or through, the Island 
Revenue Boards, Some States like Bendel and Ogun have the 
State Tax Board and others such as Lagos have Inland 
Revenue Boards to administer the sales tax. As the struc-

. - 7 -



TABLE II

Fiscal Importance of Sales Tax in Pla teau State

Year Yields from sales tax Sales tax as
Mon tli

I
* o o o

[ 
— CQ Equivalent 

to $ 000*s
percentage of 
Stat,e, s tax 
revenue

1963
June 20 22.60 2.07
July- 14 15.82 1.53
August 4 4.52 0.47
September 14 15.82 1.40
October 22 24.86 2.24
November 20 22.60 1.78
December 13 14.69 1.41.
Agerkge
(June-December) 13*37 15.11 1.36
198.4
January 9 10.17 0.68
February 1,7 19.21 1.49
March 31 35.03 2.75
April 17 19.21 1.93
May 3S 44.07 3.19
June 20 22.60 1.53
Average 
( J anuary-Jun e ) 2 0 .16 22.78 1.93

Source: Hiangya, John Shagboar,
Sales Tax in Plateau. State, 
jBOHbi ss ertatiorf, Ahmadu 
Bello University, Zaria, 1935.
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ture of these Boards is  vertical and the involvement o f the 
local bodies is  insignificant, given the market structure, 
i t  is  possible for the Boards to collect sales taxes from 
big  departmental stores, b ig  hotels and gas stations only. 
Even in these cases the experience in many of the States 
shows that .the rate of non-compliance is  very high. Very 
recently, in Lagos State the government used the police mid 
aimed solidiers to seal up hotels to compel then to. remit 
tax dues to government-^. Similarly, in Kaduria State the 
Governor himself visited shops and made many of than pull 
down shutters -until the data tax was paid. Such instances 
do reveal the ineffectiveness of the existing administrative 
prganisation and lack of compliance. Further, i t  would be 
very d ifficu lt  to collect the taxes from small shops, hotels 
and inns.

To ensure proper compliance, therefore, i t  w il l  be 
necessary to involve the local government councils in the 
admini strati on and enforcement of sales tax. The close 
association-with consumers and reta ilers w il l  render tax 
compliance easier.

In order to make tax compliance and administration 
effective, tax penalities have been prescribed for offences _ ■* 
against the various State sales tax laws. Offences include 
contravention or fa ilu re  to comply with the provisions of 
the l a w , u n l a w f u l  collection of tax from purchaser,^/  
evasion of t a x , l ^  fa ilu re  to apply for registration;, 
submission of incorrect ratums or accounts, non-payment 
of tax collected-i2/ and refusal to anwer any question put 
by the Chairman of the Board of Inland Revenue or fa ilu re
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to produce for inspection m y relevant document-i—'. Prescri­
bed penalties range from K 1,000.00 ($  1290.00) for contrar- 
vention or fa ilu re to comply with the law in States such as 
Lagos, Ogun, Bendel and Gross River to M 500 (S  645) or 
imprisonment for a period of not less than two years in. 
States such as Ondo. Similarly, in Cross River the evasion 
of tax or attempt to evade tax attracts imprisonment for 
two years or a fine of M 2,000.00 ( I  2580.00) or both.
In the States of Bendel and Ogun, the penalty is  imprison­
ment for one year and forfeiture of an amount double the 
'amount of tax liability-i^/.

The penalties prescribed variously in the different 
sales tax laws are not likely  to deter contraventions as 
they are not stringent enough.. Experience in many of the 
States has clearly, shown that prescribed penalties and 
methods of enforcing compliance as provided'in the law is  
of l i t t le  or no effect. The States should treat tax 
offences as attempts at economic sabotage and, as such, 
they should prescribe severe penalties.

Cost of Collection

As the tax has not been operative fo r a long time, 
and as no data are available on the operation of the tax, 
i t  is  not possible to analyse the trend of cost of colle­
ction. However, the data available for Plateau State, as 
given in Table I I I ,  show that the expenditure has been 
to the tune of S 2564 (about 12.52 per cent of the sales 
tax y ie ld ), in the f i r s t  month of it s  operation. Over a 
period the cost has declined by a sizeable extent. In
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TABLE I I I

Post of 'Sales Tax Collection in Plateau State

Month/Year Cost of 
collection  
(flT 000*s )

Equivalent 
■to $ 000* s

Co st as per c ent 
of sales tax N 
yield

1983
June 2*564 3,330.64 2.52
July 1,064 1,382.14 7.43
August 1,058 1,374,34 16.37
September 1,065 1,383.44. .7.38
October 1,070 1,389.93 4*86
November 1,085 1,409.42 5.52
December 1,058 1,374.34 8.39
1984
January 1,08.0 1,402.92 / 9 12.20
February 1,064 1,382.14 •6.12
March 1,065 1,383i44 3.46
April 1,070 1,389.93 6.28
May 1,085 1,409.42 2.75
June 1,064 1,382.14 5.20 

, in..1,1' #■■■ ..■ ■ ■
Source: As given.in Table I I .
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fact, by May,-1.9&4 the cost, was as low as 2.75 per cent of 
the sales tax y ie ld . It  is  important to note that some 
additional expenditure towards proper enforcement of the 
tax may increase the cost of collection in the in it ia l  
stage, but Would bring, greater y ie ld  in the long run,

'Objectives of Tax Reform

The preceding analysis of the structure of sales 
tax in Nigeria suggests that the evolution of thS tax is  
s t i l l  at a rather early stage. Yet, i t  may be anticipated 
that growing financial requirements and the urge fo r  
financial autonomy would induce the States to exploit this 
source more vigorously to mobilise resources. However, we 
have to view the sales tax structure in a setting that 
would be specific to the States* taxation policy in the 
Nigerian context, or for that matter in any developing 
country With a federal structure, F irst, the tax system 
of a State is  a sub-set of the country. Hence, i t  is  
restricted to activities and transactions that take place 
within Its  borders. Also, there are significant differences
between building a regional tax system (the sub-set) and* . : ’ '
guiding the overall national tax policy. In a regional tax
system, the possib ilities 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 option-^" Accordingly, we could keep the 
following c rite ria  in mind, while reforming the tax 
structure.
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a. Growth objectives. The tax policy should be able 
to raise enough resources for the development of the State. 
Accordingly, i t  should aim at having a tax structure that 
could be more income-elastic.

10• Equity consideration. The structure should fu l f i l  
the criteria  of both horizontal and vertical equity, , It  
should cast proportionately larger burdens on the better- 
o ff sections of the population and should not take more 
than a token contribution from the poorer sections.

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

d. Coordination, It  would follow the national objec­
tives of the overall tax policy and should be in consonance, 
in essential respects, with the structures prevailing in the 
neighbouring States,

Suggested Reforms

Keeping in view the above ob jectives,^/  the exist­
ing structure of sales tax could be reformed on the lines 
suggested below.

Ilniformity in the Tax. Structure

One of the problems confronting the existing 
structure of sales tax in Nigerian States relates to the 
lack of uniformity of rates. The variation.of rates causes
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diversion of trade as well as relocation of manufacturing 
activity from one State to another. I t  is  important, 
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 erf reform in the sales 
tax structure of N igeria re lat 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 i t  reaches the consumer. Taxation or non- 
taxation of an intra-State sale affects inter-State move­
ments of commodities. With a view to ensuring free flow of 
goods, avoiding unnecessary and uneconomic movement of goods, 
and checking discriminatory taxation, the following problems 
are rquired to be solved under the Nigerian sales tax 
system:

( i )  Defining an inter-State sale;

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

( i i i )  Avoiding multiple taxation of commodity 
entering.into inter-State trade or 
commerce.
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In the context of a federal system, a l l  the above 
aspects assume overriding significance and need to be 
studied at length. I t  is  essential that States are prohi­
bited from levying any tax on inter-State transactions.

Here i-t is  pertinent to. note that although the flow 
of inter-State commerce would be at its  maximum i f  such 
commerce were immune to taxation, the economic unity of the 
country demands that inter-State trade should not be le ft  
free of taxJg^ I f  no taxes are levied on inter-State trade, 
the consumer would make out-of-State purchases more cheaply 
than identical local goods, and local dealers would suffer 
a competitive disadvantage as compared to outside dealers. 
(Phis would create a r t if ic ia l  channels of trade by putting 
local business at a disadvantage and economic waste in 
transportation by encouraging tax-free out-of-State 
purchases. With a view to avoiding these problems, levies 
on inter-State sale should be designed such that they do 
not impose a heavier burden than oh the local products and 
that the local products does not bear a burden heavier than 
that on commodities from the other States of the federation.

Point of Levy and Exemptior; lim it

Ah analysis of the sales tax systems prevalent in 
developing countries reveals that when the federal govern­
ment is  empowered to levy tha tax, the manufacturers* form 
of sales tax is  prevalent in most of the African countries^^ 
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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point turnover tax and s, single-point tax, In spite of the 
economic arguments fo r adopting VAT and re ta il sales tax, 
i t  is  important to note that a Very efficient tax admini­
stration and a high, level of tax compliance on the part of 
the dealers are prerequisites fo r the effective operation 
of a VAT as well as a re ta il sales tax. The multi-point 
turnover tax is  easiest to administer but: i t  is .w e ll known 
fo r -it s  adverse economic effects.

Administrators point out two important drawbacks 
in the last-point tax; as compared to the first-po in t tax£^  
First, i t  is  said to be inconvenient to administer^because 
the number o'f dealers that have to be registered 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, 
i t  is  a mistaken notion that the number <3f  dealers get 
reduced under the first-po in t tax. As the number of 
registered dealers depends upon the prescribed exemption 
lim it, all-those with turnover above that lim it w i l l  have 
to be registered and assessed. The number of dealers would 
be the same -under the two types of sales taxes. The 
argument of less evasion of tax under the first-po in t tax is  
also not tenablej in fact, the system of ’ bogus dealers* 
in the last-point and f b ill-trad ing* under the first-po in t  
tax are similar in nature*

In contrast to the above, in modem economic theory 
i t  is  well accepted that the last-point tax is  clearly  
preferable to the first-po in t because (a ) these taxes do
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not cause cascading and (t>) at the same time cover value- 
added up to the fin a l stage.

In view of the aDove Economic arguments against 
the first-po in t tax and the administrative arguments 
against the last-point tax, i t  is  recommended that Nigeria  
should have an admixture of the two systems. In regars 
to those commodities that ( i )  have no fixed trade channels,
( i i )  have d ifficu lt  traceability after the first-po in t and
( i i i )  do not have very large value-added after the manu­
facturing stage, i t  may be administratively convenient to 
levy a tax at the manufacturer’ s level. But in a l l  other 
cases. the point of levy should be shifted as fa r away as 
possible from the manufacturing stage to the re ta il stage. 
Under the present state of economic development in Nigeria* 
i t  would be'usefu l to tax the commodities at the level of 
wholesalers and/or the level of departmental stores, This 
could be done by fix ing the exemption lim it of registration  
of dealers at a higher level of, say, SJ 100,000 annum. The 
tax should be levied at this point. If the dealer at this 
level has bought goods which have already borne the tax* 
(because some commodities could be taxed at the f i r s t -  
point) no tax should bo levied for that part of the turn­
over,

Basic Procedures fo r 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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regulations 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 "e lastic ity  of conscience” of the taxpayer; 
evasion thus spirals out of control.

The enforcement of the first-po in t sales tax is  
based on information received from the importing ports/ 
stations and the declarations (or certificates) given by the 
f i r s t  dealer to the next. On the -strength of this document 
(declarations or certifica tes ), the latter dealer claims 
exemption from tax l ia b i lit y .  Experience shows that tax 
avoidance increases i f  the declarations are not cross­
verified . I t  is ,  therfore, extremely important to evolve 
requisite procedures for verification of these documents.

Management Information System

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

( i i )  Tax yield  "by commodities,

( i i i )  Distribution of dealers by size and tax yield,

( iv ) Yearly assessments, collection and information 
on flow of goods across 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 analysis of the different systems of sales 
taxation prevalent in developing countries suggests that 
most of the African countries have adopted manufacturersf 
fom  of sales tax. Such a tax could be effectively admini­
stered by a unitary form of government and with some modi­
fications, even by the Union (Federal) Government. In 
Nigeria, however, sales tax is  a State subject. When the 
States are empowered to levy sales tax, i t  is  administra­
tively convenient and economically rational to have sales 
tax at the. manufacturers* or wholesalers* leve l. With a 
view to avoiding the defects of this system, i t  is  useful 
to have higher turnover exemption for the dealers 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, i t  is  essential to have federal sales tax on 
inter-State transactions to achieve uniformity in the rate 
structure, to levy an admixture of the first-and la s t -  
point tax, to evolve proper procedures fo r enforcement of 
the tax and to have a properly designed management in for­
mation system.
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