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REFORMING SALES TAX IN DEVELOPING COUNTRIES:
A STUDY OF 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 history of sales tax in Nigeria dates back to
1953 when the Sales of Produce Taxation Act was ena.cted1
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 agentg( However, the 13954
Constitution, for the first time; recognised the Consti--
tuent regions as separate entities and made specific
provisions for the imposition of sales tax by them. The
regions then assumecd the 1953 enactment to have taken
effect as a law of their respective regional assemblies,
They abrogated and replaced.the Actéyith their own separate

and regional Produce Sales Tax Lawss,

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
Territory of Lagos, on sales of produce to the Western
Region Marketing Board, or any of the licensed buying



agentsﬁ( The commodities toxed were cocoa, nalwn kernel
and palm oil only,

The Nigeriai (Cous.itusion) (Amendment) order,

1959, introduced ‘Taxes on amount paid or paysble on the
sale or purchase of commodities® agc an item on the exclusive
legislative listéz Some commoditics were, however, exceptved:
These were agriculiural produce, hides ond skians, motor
spirit (gasoline) and diesel oil, These cxceptions gave the
regions a share in the proccceds of taxation of the cxcepted
commodities6. Itum 35A of the 1959 Amendmaont was re—enacted
as item 38 of the exclusive list of the Constitution of the
Federation of INigeria, 1960. As the tax on items such as
agricultural produce, hides and skins, petrol and diesal oil
was not specifically placed on the concurrent list, it found
a place on the residual list in respect of which the regions
could legislatel( The Commcdity Booxrdz Lct, (977, dissolved
the Marketing Boardsé/ and the Nigerieain Produce Marketing
Company Iimited (which hitherto administered the produce
sales tax legislations) and replaced them by Commodity
Boards for each important item of export produceg{

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
Constitutions, Though this omission precluded implicitly
the imposition of sales tax as a residual subject, it was
interpreted thaet the Stated did have the competence under
the Constitution to legislate 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 2rmed forces replaced the government in a
military coup on December 31, 1983, The new Federal
Military Government promulgated the Constitution (Suspension
and Modifications) Decrec 1984,11/ giving itself limitless
powcrs #to make laws for the peace, order and good govermnment
of Nigeria or any »art thereof with respect to any matter
whatsoever', The Military Governor of a State who is the
gsole legislator in the State now exerciscs delegated
authority, However, he has to secek the consent of the
Federal Military Government before naking any law even with
respect to matters on the concurrent legislative list.

The effect of the above Decree is to give the
Federal Government legislative powers over all matters,
including state sales taxation. A Governor is, however, not
likely to encounter any problem in obtoining clearance
Trom the Federal Military Government as the latter has
impressed upon the States to intensify their efforts to
generate more intermal revenue in the light of the bleak
market prospécts for Nigerian crude oil,

Existing Structure

Notwithstanding the jurisdictional problems of the
States! right to levy sales tax, ten of the Nigerian States,
viz., Anambra, Bendel, Benue, Cross River, Kaduna, Lagos,
Ondo, Oyo &nd Plateau are presently levying sales tax., The
tax structure of sll these States is almost cimilar (Table 1).
All of them impose a retail sales tax with no exemption



TABLE 1
SALES TAX RATES IN NIGERIA
( Ae on April 1, 1905 )

Commodities snd eervicee Anesbret/ Bendel Benue gtou’ Keduna Legoe™® o"'"" Ondo 970 Plateey
iver )
Flour - - - 2 - - - - - -
Soft drink s 10 10 2 10 10 - 10 8 s
Besr end liquor s 10 10 2 15 10 10 10 5 L
C(g-rﬂ.to end tobscco [ 10 10 2 15 10 10 :: f :
Perfume snd cosmetics s 5 - - 10 10 -
foenm - - - 2 - - - - - -
Plestic products - - - - 2 - - - - - -
Psints ‘ 5 2 - - - - s 10 - -
Cements s 2 - 20 - - - = - -
Cerenic Product - - - 20 - - - = = -
{ingluding floor tiles) )
Rotor cycls - - - 2 - - - - - -
‘Cere & othsr vshicles - - - 2 - - - - - -
Cezpets end ruge - - o 2 - - - - - S
Fen [3 2 - 2 - - - 10 he! -
Tspe Recorder s 2 - 2’ 10 - - 10 - -
Camare - - - 2 10 - - - - -
Refrigerator-snd desep-freszer. s g - 2 10" - - 10 = =
Upholat erp roduct - - e 2 - - - - - -
Telsvision eet s 2 - 2 10 - - 10 - S
Video sst s 2 - 2 10 i - 10 - 5
Aireconditioner R 2 - 2 C - - 10 - L
Jeuwallery s s - - - 10 - 10 - ]
Cznono - - - - - - - - - s
Petrol - - - - _ _ -4k /P.LIt 10 wK/PLat. -
Diessl oif - o o _ - - IK/PLEL 10 CIK/PLLEE -
Other petroleum products - - o - - - /P.Lit 10 K/P.Lit -
Advertiesment in prese, redio, T.V, 10 - - - o - - - - -
other meses medie :
Hotels end catering ssrvices s s 10 2 10 10 10 10 S [
Laundry, Other sncillery services s - - - - - - - - -
Motest K/p - refers to e specific retle of Kobe per litre .

® indicetes levy of tex on el] items weferred to ee "building meteriel® >l ‘1 .

@ Reference period Jen. 1, 19 2 as given In the Seles Tax Lew, wezﬁuu No. 23 szcrou River 3tste.
** Rererence period 19.7.82, ~| given in . . Leu No. 7 of 1982 of Legos Stets. ‘ ’
$ Reference porlgl 28.2.02 a8 jshown in the Su..'rax Lav, 1982 (No. 2,-1982) Cgun Stcto. House
£.The c~tes ~r@ hp the petie ‘19€3-84, as given in the Salee Tax Lau, 1992,
-
Vv

_;,q nbly. B

The tax N’ the | em is ‘not bRing collected eo fer} the rate however, exiates,

Ana~=bre Stlh s)s0 toxes Sﬂ 4 turnc.-r on other sales aond services. e.g., o8le and service O
texaticn hes nng tive aftect] ¥» conemiurs will prefer patronising dealers in n.orhy Stltu g

ave nol t"ua-. Clectrieity |.3 alsd Lixed under tha Annsmbra St2ta Low and #mia vt - ..
rety ~F o u-o-..-.. 8

10t vahicles. This kind of
sale of such it~ ¢ qu1 jces



limitig( Tre rate of tax, hewever, varics from two per cent
te 10 per cent. The low rate ¢of two mer cent is levied in
only Cross River., Three of the States, viz,, Anambra, Oyo
and Plateau tax the commodities at the rate of five per
cent,

The tax i3 levied only on a few select commodities,
generally luxury articles or addiction items, In addition,
the tex is levied on petroleum products in three States,
namely, Ogun, Ondc and Oyo, Sales tax structure of these
three States is likely to be more productive and income-
elastic, for, the consumption of petrolevm products is
very high, The coverage of the tax has been further
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 well, While the ten States resorting to
sales tax are levying tax on hotels ond catcring services,
Ananbra is the only State which levies tax on laundry and
other ancillary services,

‘The majority of the States h:ve one single rate of
tax which is levied on 211 uoxcble commodities. The rate
of tax is five per cent in half of the States levying sales
tax, OSome of the States have higher rate of seven and 10
per cent,

As aga2inst a single rate of tax, three of the
States, namely, Anambra, Bendel and Kaduna have res:rted to
commodity-wise rate dgifferentials.. In Anambra only adver-
tisements in press and other mass-media have been earmarked



for taxation at a higher rate of 10 per cent (when the
general rate is five ver cent on all “axerle commodities),
In Bendel there are *hrze rat: categories: two per cent on
raw materials and electronic items, five per ceant on
services, and 10 per centv on soft drinks and additional
items, In Kaduna bteer and ligquor as well as cigarctte and
tobacco have teen singled ovt for taxation at 15 per cent
(whereas the general rate is 10 per ceat in tre Staie),

All 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 comparcd tc the other two States
which levy tax on petroleur products,

Although the States levy a rctail sales tax, many
of the Nigerian States have so devised their operations
that in effect the tex structure is woriiing like a tax on
wholesale sales only., This is due to the fact that the
structure of markets in Nigeria presents a typical dualie
stic economy., Very big departmental stores and five-star
hotels co—exist with the unorganised markets comprising
small roadside shops, inns and kiosks, Administration of
o reteil sales tax in such a market situation is extremely
difficult. Obviously, many of the States collect the tox
from big departmental stores, hotels ond gas stations and
from wholesalers and manufacturers, In practice, therefore,
the tax is collected on the first-salc of the commodity in



the State, In fact, in some ol the States the cooperation
of manufacturers residing in other States is being sought
for information and posasihle collection of the tax from
them as "exporter” of goods to their State,

Revenue Importance
Sales tax as a fiscal measure is a relatively new
instrument in the fiscal 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 illustrate
the possible growth in revenue from sales tax, we present
its revenue in Plateau State in Table II, The yield from
sales tax in this State shows that within one year the
receipts have increased from (Naira) ¥ 20,000 (% 13,375
approx.) in June 1983 to ¥ 39,000 ( % 44,070 approx.).
This represents an increase of more than 50 per cent. Also,
the tax as a proportion of the State's tax revenue has
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 tux in Nigeria is bound
to grow,

Administration of the Tax

Administration of sales tax in Nigeria is done
either through the State Tax Boards or through the Inland
Revenue Boards, Some States like Bendel and Ogun have the
State Tax Board and others such as Lagcs have Inland
Revenue Boards to administer the sales tax., As the struc-



TABLE IT

Fiscal Imporsence of Sales Tax ia FPlateau State

e A R R A A A e e
- S T bsmteme . e o [YPPTRRFENGS Y

Year Yicllie erW oalev tor Salew tux as
Month TE¥ 00CYs) Fouivalc: iy~ perceﬂtage of
to $ 000's State's tax
reveaaae
1983 T -
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
Agerage
(June-December) 13437 15.11 136
1984
Jenuary 9 10,17 0.68
February 17 19.21 1.49
March 31 35.03 2.75
April 17 13421 1.93
May . 39 44,07 3.19
June : 20 22,60 1.53
Average
(January—June) 20.16 22.78 1.93

. RPRIIPREUPNP S S S s,

sources: Hlanqu, Jolm Shagboar,
Sales Tax in Plateau _ggp,

MBA Dissertation, Ahmadu
Bello University, Zaria, 19G5.



ture of titese Boards is vertical and the involvement of the
local bodies is insignificant, given the market structure,
it 1s possible for the Beards to collect sales taxes from
big departmental siores, big hotels and gas stations only.
Ever in these coses the experience in many of the States
shows thaot the rave cf non-compliance ic very high. Vervy
recently, in Lagos State the governmen’ used the police and
armed solidiers tc seal up hotels to compel them to remit
tax dues to governmentlézp Similarly, in Kaduna State the
Governcr himself visited shops and made many of them pull
downn shutters until the data tax was paid. Such instances
do reveal the ineffectiveness of the existing administrative
orgenisation and lack of compliance. PFurther, it would be
very difficult to collect the taxes from small shops, hotels
and 1nns,

To ensure proper compliance, therefore, it will be
necessary to involve the local government councils in the
adninistration and enforcemcnt of sales tax. The close
association with consumers and retailers will render tax
compliance easier,

In order to mak. to compliance and administration
effective, tax penalities have been prescribed for offences
against the various State sales tax laws, Offences include
contravention or failure to comply with the provisions of
the law,lﬂ-r/_ unlawful collection of tax from purchaser,—uj/
evasion of tax,lé/ failure to apply for registration,
submission of incorrect raturns or accounts, non-payment
of tax collectedlz/ and refusal to anwer any question put

by the Chairman of the Board of Inland Revenue or failure
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to nroduce for inspection sny relevant 6ooumenth( Prezcri-
bed penalties range from ¥ 1,000,00 ($ 1290,00) for contra-
vention or failure to comply with the law in S%ates such as
Lagos, Ogun, Bendel and Cross River to M 500 ($ 645) or
imprisonment for a pericd of :iot less ithan two years in
States such as Onco, Similerly, in Crozs River the evasion
of tax or attempt to evade tax atiracts imorisonment for
two years or a fine of ¥ 2,000,000 ($ 2580.00) or both.

In the States of Bendel and Ogun, the venalty is imprison-
ment for one year and forfeiture of an amount double ihe
amount of tax liabilitylg/.

The penalvies 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 shovn that prescribed penalties and
metnods of enforcing comrlitunoc as provided in the law is
of little or no eifect, The States ~hould treat tax
offences ~s attemnts 2%t ccoromic sabotage and, as such,
they should prescribe severe penealties.

Cost of Collectior

As the tax has not veen operative for a long time,
and as no data ore available on the operation of the tax,
it is not possible to analysc the trend of cost of colle~
ction., However, the data available for Plateau State, as
given in Table IIT, show that the expenditure has been
to the tune of ¥ 2564 (about 12.52 per cent of the seles
tax yield), in the first month of its operation., Over a
period the cost has declined by a sizeable extent, In
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TABLE ITI

Cost of Sales Tax Collection in Platesou State

Month/Year Cost of Equivalent Cost as per cent
colleection to® O0C's of sales tax
(¥ 000%s) - yiclad
1953
June 2,564 3,330,64 12.52
July 1,064 1,382.14 T.43
August 1,058 1,374.34 26.37
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 8439
1984 |
Jenuary 1,080 1,402,92 12,20
February 1,064 1,382.14 6,12
March 1,065 19383.44 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

Source: As given in Table II,
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fact, by May, 1984 the cost was as low as 2,75 per cent of
the sales tax yield., It is imnortant tc note tl:at sone
additional expendiiture towards prover enforcement of the
tax may increase tre cost o1l collection in the initial
stage, but would bring grenter yield in the long run,.

Objectives of Tax leform

The preceding analysis of the stiructure of sales
tax in Nigeria suggests that the evolution of the tax is
still at a rather early stage. Yet, it may be anticipated
that growing financial reguirements and the urge for
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 mattcr 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 borders. Also, there are significant differences
between building a regional tax systen (the sub-set) and
guiding the overall neoticnal tox policy., In 2 regional tax
system, the possibilities of diversing of trade and invest—
ment have to constenily kept in view, 1In this respect, to
cmulate the "average™ policy of the neighbouring States may
be an easy optionzo. Accordingly, we could keep the
following criteria in mind, while reforming the tax
structure,
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&s Growth objectiveS; The tax policy should be able
to raise enough resources for the development of the State,
Accordingly, it should aim at having a tax structure that
could be more income-elastic,

be Equity congideration, The structure should fulfil
the criteria of both horizontal and vertical equity. It
should cast proportionately larger burdecns on the better—-
off sections of the population and should not take more
then & token contribution from the poorer sections,

c. Administrative expediency. It 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 tic above objectivesfgL/ 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
structure of sales tax in Nigerian States relates to the
lack of uniformity of rates. The variation of rates causes .
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diversicn cof trade as well rs relecaticn of monufacturing
activity frem onc State teo ancther., It is important,
thercfore, that =zcue sttempt is made o bring sbout unifor-
mity in the rate struciwre oi sales tax. The poSsibility
of 2 model sales tox structurc for the federaticn as e
whole could be conzidcred, This could be adépted by the
States with State~specific veriations,

Levy of a Central Sales Tax

The second important line of reform: in the sales
tax structure of Nigeria relat tc taxation of inter-State
sales, This is important because in a federal set-up,
soles tax does not remain a purely intra-State problem,
A commodity may undergo several sales in mcre than one
State before it reaches the consumer. Taxation or non-
taxation of an intre-~Stcocte wa2le affcects inter-State move—
ments of commodities, With z view to ensuring free flow of
goods, avoiding wmeccesary ond uneconomic movement of goods,
and checking discriminatory taxaticn, the following problems
are rquired to be solveda under the Nigerion sales tax
system:

(i) Defining an inter-State scles

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

(iii) Avoiding multiple taxation of commodity
entering into inter-Stete trade or
commerce.
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In the context of a federal system, all the above
aspects assume overriaing significance and need to ke
studied at length, It is essential tuat States are prohi-
bited from levying any tax on inter~State trensactions,

ilere it is pertinent to note that although the flow
of inter-3tate commerce would be at its maximum if such
cormrerce were immune to taxation, the economic unity of the
country demands vhat inter-State trade should not be left
free of taxgg( If 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,
This would create artificial 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 burdor than on the local products and
that the local products does not bear a burden heavier than
that on commodities from the other States of the federafion.

Point of Levy end Excmrilior Timit

-~ ot e a e emia e mta s v oae

An analysis of the sales tax systems prevalent in
devéloping 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 countriesg;(
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 thvotrer tax ond -~ @diagle~point tr, In spite of the
ecconomic arguments for adopting VAT and reiail s=les tax,
it is important to note that a very efficicat tax admini-
stration and a high level of tax complisrnce on the part of
the dealers are prerequicitcs for the effcctive operation
of a VAT as well as a retoil ssles tax, The multi-point
turnover tex is easiest to administer VWt it is well known
for its adverse econonic effects,

Administrators point out two impori-nt drawbacks
in the last-~point tax as compared to the first-point taxgé(
First, it is said to be inconvenient to administer because
the number of 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, hows . vr, Lot very convincing. In fact,
it is a mistaken notion that the num'2r of dealers get
reduced under the first-roint 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 :nd assessed., The . amber of dealers would
be the sume under Uz " oo 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
tox 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 because (a) these taxes do
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not caouvne cascadirg ané (b) ~t the same time cover value-
added up %o the final stagc.

In view of the aoccve economic arguments against
the first-point tax and the aduninistrative arguments
againsy the last--point tax, it is Yrecomnended that Nigeria
should have an adnixture of the twe sysvems, In rcgars
o those commoedities that (i) have no fixed trade chonnels,
(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 administratively convenient to
levy a tax at the manufacturer's level, 3But in all other
cases the point of levy should be shifted as far awgy as
possible from the manufacturing stage to the retail stage,
Under the present state of economic devélopment 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 regiétration
of dealers at a higher level of, say, ¥ 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,
(vecause some commodities could be tcxed at the first—
point) no tax skould be Tevied for that part of the turn-—
over,

Basic Procedures for Enforcement

The proper enforcement of 2 tax require evolving
basic procedures related to the tax structure, With regard
to the sales tax, there ore some important procedural
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regulations that have to be formulated refore the tax is
levied, As the experience of most of the countries suggests,
lazck of proper enforcement of the tax law leads to widespread
evasion of the tax which, in turn, resulis in what may be
described as ‘elasticity of conscience” of the taxpayer:
evasion thus spirals out of control,

The enforcement of the first-point sales tax is
based on information received from the importing ports/
stations and 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
exemption from tex liability. Experience shows that tax
avoidance increases if the declarations are not cross-—
verified., It is, therfore, extremely important to evolve
requisite procedures for verification of -these documents,

Management Information System

It would notv be an exaggeration to sgy that sales
tax departments in the States in Nigeria do not have any
management information system; data cre not beilng collected
in a systematic mamncr - ¥ laorly. 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, It is, therefore, important
that steps should be taken to cvolve somc management 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) Distrivuticn of deslers by size and tax yield,

(iv) Yearly assessments, collection and information
on flow of goods across State Yorders.

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 tex.

gonclusigg

As analysis of the different systems of sales
taxation prevalent in developing countries suggests that
most of the African countries have adopfed manufacturers!
form of sales tax, Such a& tax could be elfectively adminie-
stered by a unitary form of government =nd with some modi-~
fications, even by the Union (Federal) Govermment, 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 r=tional to have sales
tax at the manufacturers! or wholesalers! level, With a
view to avoiding the defects of this system, it is useful
to have higher turnover excmption 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 cxpediency and
coordination, it is essential to have feceral sales tox on
inter-State transactions to achieve uniformity in the rate
structure, to levy an admixture of the first-snd losi-
point téx, to evolve proper procedures {or enforcement ol
the tax and to have a properly designed management infor-
mation system,
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Appeal, Ibadan, 13/9/83. Co &732 . %,
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The Boards were - the Nigerian Cocoa Board with hend—
quarters at Ibadan, Nigerian Groundnut Board with
Headquarter:s at Kano, Nigerian Cotton Board with
headguarters at Funtua, Nigerian Palm Produce Board
with headquarvcre ot Colchar, Nigerian Rubber Boerd
with headquarters in Benin, Nigerian Grains Board with
headquarters in Mimna, and Higerian Tuber and Root
Crops Board with headauarters in Maku—d,

The Constitusion of the Fedecral Republic of Nigeria,

1979,
Decree No, 1 of 1984,

While no formal exclusion is provided in typical

retail sales taxes in developed countries, exclusion

is common with all forms of sales tax in develoning
countries, IExemption cf firms below a specified figure
is the most common approach, 3Sece Due, John F,, “The
Exclusion of Small Firms from Sales and Related Taxes®,
Public Finance, No, 2, 1984, ppn. 202 - 212,

See Evening Times, November 19, 1984 p.i.

Sales Tax Law, No. 7 ol Lagos State 1982, s, 103
Petroleum Tax Law, Oyo State s, 10(1); Sales Tax Law,
No. 2 of Ogun. State 1982 s, 14(i); Purchase Tax Law
No, 4 Ondo State 1922 s, 10(e); Finance Law (Cap. 53)
Laws of Eastern Nigerian 1963 s. 62 as amended by
Finance Law (Amendmen®) Law No, 1, 1983, Anambra State,

Sales Tax Law, Ogun State and Srlcs Tax Law, Bendel, s,

50T

Ibid s, 20, Sales Tax Law, No. 7 of 1982 Cross River
State s, 23.

Sales Tax Law, 1982, Cross River s. 19, Purchase Tax
Law, 1982, Cndo State s. 10(a) - (d)., Se¢e¢ also Cross

River State s. 20 on False Retums.
Sales Tax Law, 1981, Cross River State s. 18,

See, for example, Sales Tex Law, 1982, Cross River
State, s, 25,
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See, for exemple, NIPFP (1981), Soles Tax System in
Bihar, Somaiya Publications, Bombay.

For o comparison of the criteria set out by Prol, Due,
sec Due, J.F,, {(;,-0), Stabe Sales Tax Administration,
Public Administration Service, Illincis, p. 1363 ond
Due, J.F.,, (1950), "Retail Sales Taxation in Theory
and Practice”, National Tax Journal, December, p. 318,

It is uscful 1o note that in the Indian Federation
there ig a Central Sales Tax Act which levies tax on
such traasactions, It prescribes twe different rotes
of tax for inter-State transactions: 4 per cent on
inter=State transactions to registcecred dealers who
would once more pay the State Sailes Tax =znd a higher
rate of 10 per cent on inter~State sales to unregis—
tered dealers, The higher rste chorgeable to sales to
unregistered dealers is because of the fact that no
tax is charged by the importing State on the non-
registered dealer, The higher rate, therefore,
deprives the unregistered decaler from entering into
inter-State trade for any competitive advantage; the
discrimination between the registered and unregistered
dealer makes them a* par, See Purohit, Wahesh C,,
(1982), Structure ¢f Seles Taxes in India®, Economic
and Political Weekly, August 21, pp. 1365 = 5.

Cnossen, Sijbren (1975), "Sales snd Excise System of
the World®, Finanzarchiv, Vel, 33, pp. 177-236,

When the tax is imposed on the sale by the Tirst
registered dealer in the State, it is knovm as the
first-point tax and when the 1ast registered dealer
sells commodities ¢ ther to the consumers or to the
unregistered dealers, any tax on the sale by this
last registered dealer ig called the last~point tax,

It is important to note that estimates of evasion of

sales tax in India vary from 5 per cent to 85 per centy
the magnitude varies with the type of commodity. OSee
Chelliak, R.J,, end Purohit, M.C. (1985), Information
System and Evasion of Ssles Tax in Tamil Nodw, NIPFE,
New Delhi, TR e '
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