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ABSTRACT

Tax evasion and avoidance remains one of the greatest problems plaguing
tax administration in Nigeria and Cameroon. These problems have tended to
defeat some of the fiscal policies of both countries such as the ability to transfer
part of the excess resources from private hands to government hands with a view
to spending same for the welfare of the generality of the citizens. Outside the rank
and file of the sadaried employees, most citizens in Nigeria and Cameroon pay
inadequate taxes or no taxes at all and behaviours like these have led to a
substantial  loss of government revenue. The reasons for such unwanton
behaviours could be attributed to several factors, the insufficiencies and
complexities of tax legidation coupled with expert advice to tax payers to take
advantage of loopholes in the tax law, high rates of taxation and lack of civic
responsibilities amongst the tax payers. Moreover tax administration in Nigeria
and Cameroon are weak and plagued with unsurmountable problems. Although,
there exists both prison terms and monetary penalties under the Cameroonian and
Nigerian tax legidation, these penalties in our opinion ssem grossly inadequate.

The study recommended that monetary pendties and criminal
sanctions should be drastically increased so as to make it unworthwhile for taxable
persons to attempt evading taxes in Nigeria and Cameroon. For this purpose there

should be public exposure in the case of detection of fraud.
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CHAPTER ONE

1.0 GENERAL INTRODUCTION

1.1 INTRODUCTION

"Taxes" said a famous American jurist', are “the prices we pay for
civilization". The policies and practices which various countries have
adopted to pay this price represents a significant part of the economic and political
history”. Not only are taxes the price that must be paic for civilization they are
the price that must be paid for the production and provision of goods and services.
The mability of most nations fo meet the myriad needs of its citizens created in
this age of rising consumer expectation’ which requires enormous expenditure has
often encouraged Governments to expand the scope of taxation. These needs can
only be met by sacrifice on the part of the people and central to this sacrifice is
taxation.

Insensitivity on the part of governments as to whzt the people can and will
give up to the government in form of taxes has often lec to unrest, instability and
resistance from the citizenry. From the Bible, during the Reign of Jesus Christ
the politics of the day was "whether to pay taxes to Caesar or not™*. An important
factor in the cause of French Revolution (1789) was th2 issue of taxation. The
American War of Independent (1776} started with the <}ogan "No taxation with-

out representation”. In Nigeria, there was the famous Ada Women Riot 0f 1929,



and in Cameroon there was also the ‘aincus il Disobedience Campaigns
otherwise known as "The Ghost Town Operation” in 1990,

Taxation was seen more in the early times as an organised form of robbery
by the oppressed rulers. The anger of the people was poured on the tax officials
who were seen as willing tools in the hands of these oppressed rulers as inscribed
in an old cuneiform clay tablet in China some 5.000 years ago that, "You can have
a Lord. you can have a King, but the man to fear most is the tax collector™.

In modern times. the right of government to levy and collect taxes has been
accepted. Yet. taxation is not always recognised and when recognised it is not

LT

always appreciated. "Nothing is as certain as death and taxes"” is a well known
statement that potrays the indispensability of taxation in modern soceity. It reveals
the truth that for most citizens, the single most important contact with the
government concerns the visit of the tax collector. the completion of tax returns.
or simply that the pay envelope is not as fat as it should be because taxes have
been withheld from wages’.

In Nigeria. like in Cameroon and the world over. few taxpayers enjoy
paving taxes although many regard it as a public duty to pay their fair share of the
money required by the government, much of which comes back to them in the
form of social services®. Some citizens admit this duty but do not share the view

with government as to what their fair share should be. Others have the simple

philosophy that the tax collector is a public enemy number one to be outwitted by

[ )



fair means or foul®,

A sharp distinction must be made between these two means. An illegal
method of reducing one’s tax liability, such as incorrect return, omitting or
underestimating ones income or non declaration of income and incorrect
information is known as tax evasion. While a deliberate legal act of the tax payer
to pay less than he ought to pay is known as tax avoidance'.

The above twin concepts are amongst the greatest problems plaguing tax
administration in Nigeria and Cameroon. Commenting of the magnitude of these
ills in Nigeria Professor Igweike remarked; "Nigeria is a nation of tax evaders and
tax avoiders™’. With the world becoming a smaller place as a result of
technological advances. it is increasingly easier to conceal assets, income sources,
activities records, tax havens creation. manipulation through transfer pricing etc
often at times facilitated by clever accountants, lawvers and seasoned tax experts
taking advantages of the insufficiencies and complexities of the tax legislation.

This thesis captioned "Tax Evasion and Avoidance in Nigeria and

Cameroon: A Comparative Study” is a research work intended to discuss on a

comparative basis, the problem of tax evasion and tax avoidance in Nigeria and
Cameroon from pre- colonial period to date. The objectives and the scope of the
thesis are examined in this chapter as well as the research methodology adopted
for the purpose of this work. The organisational layout of the thesis has also been

mentioned in this chapter.



The chapter alsc examines all preliminary matters as a build up towards a
proper understanding of the entire write up. Thus, in this chapter taxation is
defined. The justification and objectives of taxation as well as the principles of a
good tax system are also discussed. Finally included in this chapter is the
historical evolution of taxation in Nigeria and Cameroon from pre-colonal era to
date. The essence of this is because it was during the colonial period that 1axation
came to exist in its modern form as we have it today. Therefore a knowledge of
the historical background would invariably ¢nable us to understand better the trend
of tax development and the genesis of the present tax systems operating in both

countries.

.2 THE OBJECTIVES OF THE THESIS

As aforesaid. this work intends to undergo a thorough research on the major
problems militating against tax administration in Nigeria and Cameroon on a
comparative basis. This thesis seeks to examine and highlight by way of
definitions. restatements and administration of legal rules, the incidence of tax
evasion and tax avoidance in the Nigerian and the Cameroonian tax systems. A
critical examination of the legal consequences of these ills will be examined in an
effort to proffer some lasting solutions.

Although, there exists some literature on tax evasion and tax avoidance in

Nigeria, little work has been done on them in Cameroon. One of the objectives



of this thesis will therefore be to bring together in a documented form something

which did not exist on Cameroon before the coming into light of this work.

1.3 THE SCOPE OF THE THESIS

The scope of this thesis shall geographically cover Nigeria and Cameroon.
It is worth mentioning that these two countries present a unique circumstance for
-ealization of a comparative study envisaged by this study because the former West
Cameroon was for over four decades governed as part of Nigeria under the British
Colonial administration.  In this regard attention shzll be focused more on
anglophone provinces of Cameroon because of their common colonial heritage
with Nigeria.

The problems likely to be encountered by this writer shall be numerous.
In Cameroon. there is no literature on the subject matter as this area of study
remains largely unexplored. Unreported and decided cases are non-existent partly
because of acute problems of lack of law reporting and partly because the courts
in Cameroon have had no opportunity to adjudicate on the subject in question.
Also, useful information by way of statistics and other relevant documents at the
Fevenue offices are not likely to be reached for reasons considered to be
confidential to the government and for the Revenue. Finally there is also the
problem of translating some of the subsidiary tax legislation in the country from

French to the English language.



In Nigeria, there is paucity of Nigerian cases on thc subject matter.
However, as a result of these paucity of cases, reference will be made to cases in
other tax systems particularly that of the United Kingdom. These cases will be
cited where appropriate to illustrate important provisions or principles of the law

where necessary.

1.4 RESEARCH METHODOLOGY

The thesis will largely source from books in the libraries and unpublished
thesis on taxation. Reference will also be made to newspapers. journals, tax
statutes, laws and decrees as a source of information. Fieldwork will also be
conducted by way of interviews of some senior tax administrators and some
educated tax pavers conversant with tax laws and tax administration in both
countries. \

The method of approach to be adopted by this work as the title suggests will
be comparative. Where the principles, facts or laws are the same. the discussion
will be in general terms but where differences exist. the differences will be clearly
raised and stated in detail and where necessary to ensure coherency and easy
understanding. Originality shall lie in identifying defects not yet identified by
earlier works. Some useful suggestions for reforms will be made with the hope

that if well implemented. they will go a long way to reducing these problems to

the bearest minimum.



1.5 ORC A ATIONAL LAYOUT OF THE THESIS

This thesis s divided into five chapters written in a clear. simple and lucid
style. Chapter one is an introductory chapter and seeks to discuss the
general concepts of taxation. The chapter also delves to discuss the
historical development of taxation in Nigeria and Cameroon from pre-
colonial era to date. The objective and the scope of the thesis as well as the
research methodology adopted for the purpose of this work constitute part
of the chapter.

Chapter two examines the various statutory bodies charged with the
implementation and management of the tax laws in Nigeria and Cameroon.
Their effectiveness as well as their failures will be appraised. Also discussed
in this chapter are some common problems militating against tax
administration in Nigeria and Cameroon. Some meaningful suggestions to
combat these problems are also highlighted in the chapter.

Chapter three discusses the problems of tax evasion in Nigeria and
Cameroon. The various definitions proffered to the terms tax evasion and
tax avoidance as well as their distinguishing features are also examined.
The chapter also examines the various causes and devices employed to evade
taxes in Nigeria and Cameroon. The various legal provisions and sanctions
against acts of tax evasion in Nigeria and cameroon. and the attitude of the

7



courts in both countries towards this 1. «:. . <hizhied in this chapter.
Other non statutory measures against acts of fax evasion in Nigeria and
Cameroon conclude the chapter.

In chapter four, the problem of tax avoidance in Nigeria and
Cameroon is the focus of discussion. The attitudes of the courts in Nigeria
and Cameroon towards tax avoidance as well as in some other jurisdictions
are also discussed. In this chapter also, the various causes of tax avoidance
and the modes of tax avoidance in Nigeria and Cameroon are also
mentioned. Finally, the various statutory measures against acts of tax
avoidance in Nigeria and Cameroon end the chapter.

The thesis will be summarized and concluded by way of suggestions

for reforms in chapter five.

.6 THE DEFINITION OF A TAX

Both the Nigerian and the Cameroonian tax legislation does not define
taxation. Although, its impact is widely acknowledged, the precise import
of taxation is subject to ambiguity. It has been stated that. taxation remains

one of those English words which though everyone knows what it means but



© does noo readily lend itself to definition and lack of definition dc
pose any serious problems to the operation of the tax system'”.

However. in a general sense, a tax has been defined by the Oxford
English dictionary as; "A compulsory contribution to the support of
government levied on persons, property, income, commodities, transactions
etz, now at a fixed rate mostly proportionate to the amount on which the
centribution is levied"'?. This definition is defective in that, it limits the
ptrpose of taxation to the support of government. the description of the tax
base. that is, it is levied on persons. property, income, commodities and
transactions: stresses more on the scope than the meaning of taxation'*, and
also, it deals with proportional taxes. It could be stated that a flat rate on
al income groups could exist in a tax system, it would obviously be
inzquitable but nevertheless it is still a tax.

Chief Justice Lathan of the Australian Supreme Court in MATHEWS

V _CHICORY MARKETING BOARD VICTORIA defined a tax as "a

compulsory execution of money by a public authority for public purpose of
gcvernment by means of contribution from individual persons"'®. This

definition is obviously wider and more embracing than the former although



unecessary emphasis i. aid cu o.isz eoney from taxation for public

p Arposes.

Justice Roberts of the American Supreme Courtin U. S. V. BUTLER

had this to say about a tax; "A tax in the general understanding of the term
axd as used in the constitution signifies an exaction for the support of the
government. The word has never been thought to connote the expropriation
of money from one group for the benefit of the other *. A tax can therefore be
d stinguished from a charge for government services as follows: In a tax. the
person concerned has to pay whether or not the government rendered services to
h m personally. while in a charge for government services. the services must have
been rendered to the person paying the charge. A tax can also be distinguished
fiom fines for criminal offenses. The different lie in the fact that payment of tax
is a social responsibility of the citizen to the state whereas. a fine is a punishment
irposed as a result of criminal activity.

Therefore, in one view a tax is not a voluntary donation but a compulsory
pecuniary burden imposed on persons, property, services for the support of

government deriving its basis from a statutory enactment .
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1.7 GENERAL PRINCIPLES FOR THE IMPOSITION OF TAXATION

Tax payers commonly view all taxes as bad in the sense that they do not
enjoy paying them though most people realize that taxaton is necessary in order
tc provide useful goods and services produced by the government. A starting
point for analysing and evaluating the "goodness"” or "hadness" of a tax is the

earliest expositions by Adam Smiith in his book The Wea'th of Nations' in which

he: identified four principles or canons as he called them. He, however suggested
that taxation should be equitable, economical convenier: and certain. A brief
discussion on each of these canons will sharpen the reader’s mind on the general
prescription which the Nigerian and the Cameroonian tax systems like any other
tax system must always strive to imbibe.

a.  Equity:

Equity in the realm of taxation is traditionally dividad into horizontal equity
ard vertical equity. By horizontal equity, it means those in equal circumstances
should pay equal amount of tax while vertical equity is to the effect that those in
Jrequal circumstances should pay different amount of tax. This principle then calls
upon the tax authority to adopt a positive policy of pursuirz tax defaulters so that
Justice may be done to those honest citizens who voluntar:ly pay their tax dues.

It should be noted that this very important principle fas been interpreted and
-e defined to include the equitable principle of "Ability to Pay""” summarized by

thz cliche that "the greatest burdens should be borne by the broadest backs”. What
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this principle pre-supposes is that the burden of taxatica should be spread as
fairly as possible in accordance with tax payers ability to pay. In other
words, the tax should be calculated under a series of rates which increases
along with increasing ability to pay as measured by the increases in income.
b.  Certainty

This second important principle demands that the amount of tax the
sudject is expected to pay should be exact and certain: so also is the time
and manner of payment. It must be noted also that. the requirement that the
ta>. should be certain and clear is not only with respect to the tax paver but
i should be clear to the Revenue. This is because arbitrariness and
unczertainties in the tax system have undesirable conszquences. They also
terd to encourage insolence and favour corruption thereby putting the
taxpayer at the mercy of officials who could exploit the situation to extort
some presents as a pre requisite at the pain of an aggravation of the tax™.

It is therefore submitted that, uncertain taxes are unjust and do
encourage tax evasion and tax avoidance thereby resulting in an increased
cost of tax administration and loss of revenue to the zovernment

C. Convenience



This principle particularly affects the: interest of the taxpayer and
provide that every tax ought to be levied at the time or in the manner in
which it is most likely for the contributor to pay.

Adam Smith, suggested for example that, a tax upon rents of property
is best pavable when the rents are usually paid, and in the case of consumer
goods, at the time of purchase since he (consumer) is at liberty to buy or not
to buy,

d.  Administrative Efficiency

This fourth principle of Adam Smith stated, scme two hundred years
azo is to the effect that the cost of administering the wax, that is, (collection
aad assessment) should as far as possible be very mirimal. This is to ensure
that by and large, as little as possible what is taken out of the pockets of the
tuxpayers is over and above the cost of administering the tax. In other
words, a tax can be considered economical if the cos: of collecting it is not
excessive. On the other hand, if the cost of collecting takes a large part of
the tax collected, then the tax is not economical. For example, if the yield
from it, is N10 million and the cost of collecting it is 39 million then the tax

i«. obviously uneconomical.
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It is pertinent to npote that there are other instances whoie e Cosi of
aloinistering a tax may take a great deal more than what actually entcrs the
gavernment treasury. For example, the keeping and retention of officials
w hose salaries and benefits may gulp a great proportion of what is collected.
Or, the introduction of too stringent provisions and regulations with the
objectives of plugging tax evasion and tax avoidance may have the
consequence on not being troublesome or expensive but may impose
‘nsuperable obstacles of making improvement in the process.

However the above highlighted principles provided the framework for
aralysing the merits and demerits of every tax system as stated earlier in
th: work. Nevertheless, it must be noted that the above stated principles are
nct immutable and quite often a tax may offend one or more of these
principles. this may not necessarily lead us to labelling the tax system as
bad. However, it is submitted that in promulgating tax laws, policy makers
and tax administrators should always bear in mind that the above stated

maxims are as relevant today as they were in the days of Adam Smith,

1.6 THE JUSTIFICATION AND FUNCTIONS OF TAXATION

a.  Raising of Revenue for Government.
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The classical function of every government in the world is to offer
protection to its citizens. This function is carried out by maintaining law
aid order within its territory and defending that territory and those within
it against any external aggression. By this, individuals are able to quietly
enjoy their lives and property: and also to go about their pursuits
unmolested. This has always been said to be the foremost justification of
taxation in any organised society®'.

In modern times especially in developing countries including Nigeria
and Cameroon, the function of taxation far transcends that of offering
protection by governments. In addition to offering protection the government
also provide social amenities and creates conditions for the economic well
being of the society.

The Nigerian 1979 Constitution contains elaborate provisions on the
duties and responsibilities of government. The Constitution after declaring
the primary purpose of government™. goes further to state that it shall be the
duty of the state to provide adequate facilities, goods and services, and
encourage free mobility of its citizens throughout the federation™. The
Constitution also provides that it is the responsibility of the government to

control the national economy in such a manner as to secure the welfare,
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freedom and happiness of every citizen on the dasis of social justice.
equality of status and opportunity™. Finally it is the duty of the government
to ensure that suitable and adequate shelter, adequate food, reasonable
national minimum living wages, sick benefits, pension etc are provided for
all citizens”.  Although it has been argued that these duties and
-esponsibilities imposed on governments are not justifiable at the instance of
aggrieved persons, they may however serve a useful purpose in that they
afford a defence for the government for any of its programmes that may be
attacked by these aggrieved persons. For instance, an action of the
government in compliance with any of the above mentioned provisions can
hardly be declared as not being justifiable®. One can safely assert that the
discharge of these duties and responsibilities requires funding and the
principal method of obtaining the funds required is through taxation.

b.  Redistribution of Wealth.

While raising of revenue still remains the major objective of the tax
system, there are other equally important objectives. The government can
resort to use the tax system to redistribute wealth in the society where there
is concentration of such wealth or means of production and exchange in the

hands of few individuals. This can take the form of imposing progressive
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raws of taxes on income and also the imposition of taxes on luxurious items
:uch as perfumeries, jewellries bequests and other gifts.
é: Management of the Economy:

The tax system can also be used to direct the course of the economy.
[t is often employed as a means of fiscal and economic policy to mop up
excess liquidity in the economy. As a fiscal weapon, it can be used to
reduce conspicuous consumption and certain activities not desirable by the
society such as gambling and prostitution. This can be achieved by taxing
and increasing the incidence of taxation on these activities.

Also, as a fiscal weapon, through the use of selective grants of tax
ncentives or fiscal concessions, the tax system can be used either
consciously or otherwise to encourage selected sectors of the economy and
also aid in the location of economic activities in areas where investors would
otherwise not be inclined to locate thereby promoting regional development
and creation of employment opportunities.

The tax system can also be used to reduce the ultimate cost of
production and consequently therefore the selling price, thus encouraging
large scale production. For example under the Customn (Draw back)

Regulations Scheme”, the Federal Government of Nigeria between the
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period 198€ « cr2nter refoads to some companies the sum of
N649.018.68 rep csenting tax credits™. Under this scheme, custom and
excise duties paid on raw materials and components used at various stages
cf production was refunded so as not to only reduce the cost of production
as mentioned earlier, but also to ensure that Nigerian manufactured products
become more competitive at the international markets. In this light, United
Nigeria Textile Mill Ltd got the largest refund of N356.349.00 for the
various exports it made between the months of April and August, 1989;
while Peugeot Automobile of Nigeria (PAN) got a refund of NI114,731.54 for
exporting twenty one Peugeot "504" cars of various model between the same
period®.

In Cameroon, the aftermath of the Civil Disobedience Campaigns
necessitated the government to grant some fiscal concessions to most
companies in an effort to revamp the ailing economy and boast domestic and

attract foreign investments in the country?.

1.9 HISTORICAL BACKGROUND

By and large, in every tax system in the world. the basic type and

nature of tax levied in the course of history has been profoundly affected in
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character and scope by the nature of the polit al. z.onci ic and social
changes which every society experiences’. In other words, the tax systems
operating in both Nigeria and Cameroon are products of the cumulative
effects of the political and economic history that both countries have
undergone.

At this juncture. a cursory look on the historical background of this
work cannot be over emphasised because various economic and geo-political
factors have been known to have considerable impact on the historical
evolution of taxation in Nigeria and Cameroon. A knowledge of this would
invariably enable us to understand better the trend of development and the
origin of the present tax system, for as one source puts it:

"The history of tax legislation is essentially pre occupied with the

problems of controlling tax avoidance and tax evasion. The intention

to be gathered from all tax legislation is invariably either to introduce
and declare a new formula for taxation or to check the abuses of the

n3iz

existing tax laws"".

For the sake of clarity, this topic will be subsumed under two heads.

1.9.1 HISTORICAL DEVELOPMENT OF TAXATION IN NIGERIA.

Nigeria, the most populous country on the African continent only

came into being in its present form when the former two protectorates of the
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ihzn Northern and Southern Nigeria were amalgamated in {914 by the British
Colonial Governor led by Lord Lugard™®. Sixteen years earlier. lady Lugard
first suggested in an article for "The Times Magazine” that the several
British protectorates on the Niger should be collectively known as Nigeria™,
the name officially applly today. Although Nigeria was a creation of
European ambition and rivalries in West Africa, it would be an error to
assume that its people had little history before its final boundaries were
negotiated by the British, the French and the German at the turn of the
twentieth century.  This newly created country contained not just
multiplicities of tribes but also great number of kingdoms and empires that
had evolved complexed systems of government, independent of contact with
Europe. These included the Great Kingdom of Kanem Borno with a known
history of more than a thousand years; the Sokoto Caliphate which for
nearly a hundred years before its conguest by Britain had ruled the Savannah
of Northern Nigeria; the kingdoms of Ife and Benin: the Yoruba empire of
Oyo; the city states of Niger Delta, as well as the culturally homogenous Ibo
people of the south east and the small tribes of the Plateau®.

According to Crowder, any country in sense is an artificial creation

but in the case of Nigeria, the union was so sudden and included such
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widely diiTerent groups of people that not only the British who created it,
out the inhabitants themselves have often doubted whether it could survive
as a political entity. Despite these many difficulties focussing mainly on the
differences amongst its various component groups, Nigeria became a
sovereign federation on Ist of October, 1960. Today, its importance in
Africa gives it an automatic recognition as a country with the greatest
political and economic potentials in the third world™. It covers an area of
356.669 square miles with a population of approximately above 88.5 million
inhabitants®™. It is delimited west-ward by the Republic of Benin; east-ward
by the Republic of Cameroon; north-ward by the Republics of Niger and
Chad; and to the South by the Atlantic Ocean.

The evolution of taxation in its modern form in Nigeria is directly
connected with the British colonial administration particularly in the
Northern part of the country”®. However, prior to the colonial era in
Nigeria there had existed some indigenous fiscal system known as the
"TRIBUTE TAXES" paid to the traditional rulers in the country®. These
tribute taxes were mainly in the form of yearly tribute of crops, harvest,

animals etc. In addition to these. the Oba(s). Emirs. Lamidos and other



traditional rulers were privileged 10 ave hel ants of their domain
working compulsorily on their farms for a certain period every year*'.

In the Northern part of Nigeria, traditional systems of taxation were
fully developed in the Sokoto Caliphate and Kano. the emporium of the
caliphate by the thirteenth century.** For example. these taxes were the
"KUDIN KUSA" (Land tax), the "JANGALI" (Livestock tax); the
"GANDU" (Capitation tax), the "JAZYAH" (slave tax), the "KHARAIJ"
(used as a general tax on the farming community). These taxes were
collected for the Emirs by the District and village heads who were given a
share out of what they collected. In addition to the "ZAKKA" which
constitutes one of the five pillars of Islam which all muslims have a religious
duty to pay, the Emirs also imposed a number of separate levies including
taxes on agricultural incomes, income from various occupations such as
placksmiths, honey gatherers, snuff makers, weavers: dyers and also rents
from market stalls**. Commenting on fiscal indigenous system in Nigeria,
Lord Hailey wrote in "An African Survey" that Nigeria and more
particularly Northern Nigeria has a special place in the history of the

avolution of systems of taxation in Africa.*

ra
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In the Southern part of Nigeria the highly fluent system of taxation
that was applicable in the Northern part of Nigeria was non existent as there
was little or no organised system of taxation in these areas”. Nevertheless
tribute taxes were still very familiar and there existed a machinery for its
collection.* In Benin Empire, for example, tribute taxes were collected
from all the villages partly in currency (cowrie shell. brass rod, manilla) and
partly in crops. The village head used to collect their own tribute usually
in the form of gifts of the first fruits and not in cash. In feudal fiefs, taxes
were collected by the overlords who kept the major portion of the proceed
and sent the rest to the Oba*’.

The major defects of the pre-colonial systems of taxation in Nigeria
worth mentioning, laid in the multiplicities of separate levies, irregularity
of imposition, arbitrary assessment, complete absence of uniformity in the
practices amongst the various Emirates and Empires™. With the advent of
colonialism, one of the earliest problem dealt with by Lord Lugard (the
architect of colonial taxation) and the British Colonial Governor of Northern
Nigeria was to curb these defects. Commenting on the indigenous fiscal
system in Northern Nigeria in 1902, he said:

"Greed was one of the chief characteristics for a new dynasty, and tax
after tax was enforced upon the people, so that at present day there
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is no conceivable trade and no profession which has not its own
special tax. Every form of handicrafts, the dyers, the weavers,
blacksmiths etc were taxed. Even the collectors of honey in the wood
paid their dole to the chief*

On the introduction of a new form of taxation in 1904*°, by Lord
Lugard, many separate levies were consolidated in a single general tax
known as the "HARAJI" and a specific tax on livestock also known as "the
JANGALI"™!. The new system established the village or group of villages
as a tax unit and undertook a systematic survey of the economic resources
of the village community in order to determine their taxable capacity as a
whole. A lumpsum assessment at a tax rate not exceeding ten percent was
raised and divided up for payment by individual members of the community
in proportion to their financial capacities. This general tax was termed the
"COMMUNITY TAX". The Emirs under this new tax system were to
surrender to the Protectorate Administration one quarter of the total amount
of revenue collected and this is said to have marked the beginning of the
Native Authority Tax System in Nigeria™

In the Southern Protectorate of Nigeria, there was not reliable
procedure for direct taxation in force. Indeed, it was very difficult to
introduce a similar tax system to that already enforced in the Northern
Protectorate. The fear was however expressed by the administration of the
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Southern protectorate that the introduction of the tax might result in possible
riots and demonstration. Meanwhile, the Oba(s) held on to their arbitrary
and irregular indigenous fiscal systems.

However, with the loss of revenue during and immediately after the
First World War, the British colonial administration was forced to gradually
introduce a permanent modern form of income tax system. It was not until
916 that the Oba(s) were persuaded to surrender their quasi independent
status and the Native Authority Tax System prevailing in the Northern part
of Nigeria was formally extended to the Yoruba land by virtue of the Native
Revenue Ordinance No 1 of 1917. By the second half of 1918, the need to
nstitutionalize direct taxation was generally felt by the colonial
administration. In 1920 direct taxation was introduced amongst the Egba
community and in some parts of the Western province with the exception of
Asaba province, Ilesha and Warri divisions. The reasons for the non
introduction of this native system of taxation in these areas by the colonial
administration was to preserve the peace and good governance that reigned
in these areas and the colonial regime was therefore not prepared to do

anything that might appear revolutionary to the local community especially
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since it was the period that colonization started gaining acceptance in these
areas.

The non-introduction of direct taxation in these areas were short lived.
After a long debate and great hesitation bordering on the fear of insurrection
as afore said, direct taxation was finally introduced in Asaba province,
Ilesha and Warri divisions, and throughout the South Eastern Nigerian in
1927. The anticipated insurrection sparked off and there was widespread
disturbances and physical resistance throughout the jurisdiction covered by
the new tax legislation. These resistance culminated into the well known
Aba Women Riot of 1929 which resulted in loss of lives and property. This
was partly based on the wrong notion that women were to pay taxes and
partly on the indiscriminate manner in which women, children and livestock
were assessed.

It must be pointed out that, the South Eastern part of Nigeria had not
known any system of taxation before the British came. This is because the
Ibo segmentary system of government did not allow for any organised
system of taxation whatsoever. What existed in each village or small group
of villages was some form of contribution voluntarily made to secure some

objectives. There was no enforceability so as there were also no chiefs or
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a centratized government™. Probably, it may be stated that their justification
for the resistance of the direct taxation could have laid in the fact that, they
could not understand how the British who minted the money they used,
could not simply mint more money if the government were in need of funds.
Sommerfeld, in his book dismissed the above notion as ludicrous.*
Nevertheless, the imposition of direct taxation in South Eastern part of
Nigeria was seen as a sign of enslavement to the British by the natives and
an acknowledgement of British suzerainty. That is why today long after
colonization some tax payers continue to conceive the whole idea of taxation
as alien.**

By 1930, direct taxation had been introduced throughout the country
with a number of modifications made to the existing ordinances in order to
broaden the base of the tax system. The government for the first time
enacted a law directed against tax evasion. The Income Tax Colony
(Amendment No 1) Ordinance *® made it an offence for a person to neglect
or refuse to pay tax and this was extended to cover the whole Protectorate
by Non Native Income Tax (Protectorate Amendment) Ordinance.”’

The process of introducing a modern income tax system reached its

final stage during the Second World War. With the drastic reduction in the
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flow of Nigerian trade <oc the loss of revenue by the expected hazards of
the war, a stable and permanent form of taxation had to be introduced to
supplement revenue from other sources. In 1940, two important ordinances,
the Income Tax Ordinance No. 3 and Direct Taxation Ordinance No. 4 of
1940 were enacted and they introduced into Nigeria a modern form of
progressive income tax. In 1943, a more comprehensive Income Tax
Ordinance™ was enacted replacing the earlier ones. By this new Ordinance
all Europeans in the territory together with African resident in Lagos were
to have their income assessed. This Ordinance remained in force until 1945
by which direct taxation had fully emerged in Nigeria.

In 1954, Nigeria became a Federation and the powers of the regional
legislatures to impose and collect internal revenue was recognised.
Consequently the following regional tax laws were enacted. These included
the Eastern Region Finance law of 1956 and the Western Region Income Tax
Law of 1957. The Raisman’s Commission of 1958, recommended the
introduction of a basic principle of taxing income throughout Nigeria. This
recommendation embodied in section 70(1) of the 1960 Constitution Order

in Council conferred exclusive powers upon the parliament to make laws



for Nigeria or any part thereof with respect to taxes on ir.come and profits
of companies. Subsections two and three of section 70 of the same
Constitution conferred concurrent powers upon the parliament to make laws
for Nigeria or any part thereof with respect to certain uniform principles in
respect of personal income tax. In exercise of these powers, the Federal
Government enacted the Income Tax Management Act (simply referred to
as ITMA) and the Companies Income Tax Act in 1961 respectively.> Hence
the relevant provisions of the Income Tax Management Act of 196l, acted
as a sign for those regions mentioned earlier to synchronize their tax laws
in conformity with this principal enactment. Consequently, we had the
following tax laws applicable in the regions which were read in conjunction
with the Income Tax Management Act 1961: The Eastern Region Finance
law of 1962 repealing the earlier Finance law of 1956: The Western Region
Principal Tax law of 1962; The Northern Region Personal Tax law of 1962
and the Personal Income Tax (Lagos) 1962.

In Nigeria today, some of the governing tax laws are the following:

The Companies Income Tax Act (CITA) cap 60 LFN 1990;

The Capital Transfer Tax Act (CTTA) cap 42 LFN 1990;

The Petroleum Profit Tax Act (PPTA) cap 354 LFN 1990;
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ome Tax Act (PITA) Decree No. 104 of 1993
repeling the Income Tax Management Act of 1961 and the Personal Income
Tax (Lagos) Act 1962. The Value Added Tax (MVAT) Decree No. 102 of
1993 repealing the Sale Tax Decree of 1986 is also the latest in the country’s
table of tax laws. It could well be described in the words of the Federal
Inland Revenue Service (FIRS) as the most important tax law in Nigeria
since the Companies Income Tax Act of 1961 and the Income Tax
Management Act of 1961 were enacted shortly after independence.® This
importance is viewed from the fact that, it is one of the major source of
revenue to the Federal Government after the petroleum profit tax. For
instance out of the estimated N6 billion for VAT collection for 1994, N5.5

billion was realized by the Federal Inland Revenue Service®!

1.9.2 HISTORICAL DEVELOPMENT OF TAXATION IN

CAMEROON.

The Republic of Cameroon is a bijural and bilingual country made up
of ten provinces. Two out of these provinces are English speaking while the
rest are French speaking. Cameroon occupies an area of 476.726 square

kilometers with an approximated population of over twelve million.® It is
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bounded in the East by the Central Aliicea Republic: i the West by the
Federal Republic of Nigeria; in the North by Lake Chad; and in the South
by the Republics of Gabon and Congo.

Cameroon is said to have been first visited by Hanno the Carthaginian
as early as the Sth century B.C.% He caught sight of Cameroon mountain,
the highest in West Africa and named it "The Chariot of gods”. For several
centuries thereafter, no other foreigner visited the area. It was not until the
emergence of the lucrative trans atlantic slave trade of the 15th century that
European interest in West Africa was kindled. From that time onwards,
Europeans began to visit the Cameroonian coast to trade in slaves. The first
to come were the Portuguese in 1480. After having sailed through the
estuaries of the Wouri river (in the present Littoral province) which was rich
in shrimps, they named it RIO Dos CAMERONES.* meaning a river full

of shrimps. It is from that name that Cameroon as a nation derived its

~ name.

It is worth mentioning that Cameroon had undergone different phases
in its colonial history under the German, the British and the French. After
a period of Anglo German rivalry for the Spheres of Influence along the

coast of Cameroon, the German outwitted the British and annexed ® the
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territory that became known as "Kamerun” as it was called by the Germans
But thirty years later, the British were back in Cameroon and this time with
the French. This was as a result of the conquest of the Germans by a
combined Franco British forces during the First World War. Cameroon was
partitioned into two between the conquerors, that is the British and the
French.®® Although the two Powers held the two Cameroons(s) under
International Tutelage Agreements,®” each Power pursued its own colonial
policy in the sector it occupied. In any case, those agreements gave the
Powers, legal licenses to import their laws into Cameroon. It is against this
background that the English and French legal traditions co- exist and
mutually interact. These two legal traditions remain by and large the
manifest bases of Cameroon’s present legal system with the French legal
influence more extensive and predominant in the country than English legal
influence.

Following the partition of Cameroon on 4th March 1916, Britain
proceeded to administer her own part of the territory as part of the
Protectorate of Nigeria.®® British Cameroon became a quasi Federated state
within the Federation of Nigeria. Accordingly, laws in force in Nigeria

were formally extended to the British Cameroon. This accounted for the
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reason why most of the laws that 5 Qicd in the Federation of Nigeria were
still applicable in the former West Camneroon long after it got independence
n 1960. In that same year it got independence, they re united with former
French East Cameroon to form a Federal Republic of Cameroon. In 1972,
it was re- christened as the United Republic of Cameroon. In January 1984,
the United Republic was swept away and strangely the Republic of
Cameroon was resuscitated.

The Cameroon colonial past had a profound influence in the evolution
of taxation in its modern form as we have today in the country. Long
before the white men set their feet on the Cameroonian soil, some traditional
systems of taxation were already in existence. Anyangwe in his book wrote;
"the payment of taxes were not new before the Germans came.
Cameroonians were wont to paying to their chief a form of taxation known
as tributes."® It must be mentioned that the system of tribute taxes that
existed in the pre-colonial Cameroonian society were not different from that
which we had in Nigeria. For example, in the Bali Fondom of the North
West province of Cameroon, tribute taxes paid to the paramount Fon of Bali

mainly in the form of yearly crops, games and harvests were also reported.”
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