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Y.E.

2

At an emergency meeting of Exco. held on
14th October, a decision was taken to reduce flat
rate tax to £2 throughout the State and to set up
& committee "to examine the tax system with particular
reference to Local Government finance". The choice
of the members of the committee was left to Y.E.

2. ATter considering a number of names, including
those mentioned at the Exco., I propose that the
committee should comprise the following:

(i) Prof. Ayo Ogunseye - Chairmsan

(ii) Dr. H.M. Onitiri - (University of Ibadan)
(iii) Dr. 0. Teriba - L L
(iv) Mr.(B.6. Ekundaye - (University of Ife)
(v) Dr. S. Humes ~ (University of Ife

Institute of Admin.)

(B, T. Odumosufgl

S.M.G.,
1 71071969,




SP/S. 385/2 cokasnt o snn5g Vebaber, 1969.

Professor Ayo Ogunseye,
Faculty of Education,
University of Ibadan,
Ibadan,

Sir, 3

As you may have heard from publie énn@u;icpménts'," the Government of
the Western State, following its recent decision to reduce tax flat rate
from £3. 5/= to £2 per head throughout the State, decided to set up a
committee "to examine the tax system in the State with particular reference
to local government finance"”, WS ' %
2, It has been proposed thut the mémbership of the Committee should be
as follows: ;

(i) Professor Ayo Ogunseye - Chairman
(ii) Dr. H, M, Onitiri - Member
(iii) Dr. 0. Teriba - Member
(iv) Mr. R. 0, Elundare - Member

(v) Dr. S. Humes - Member

A senior officer from the Ministry of Finance will be appointed as Secretary
to the Committee, The Committee is expected to consider memoranda to be
submitted by affected Ministries in the State as well as examine oral or
written representations from interested members of the public, end submit
its report and recommendations early enough for these to be taken account

of in determining the Budget for the next finencial year, 1970/71.

X e I am directed by His Excellency the Military Governor to ask whether
you will be good enough to serve on the proposed Committee and thus assist
the Government in finding a suitable soclution to this important problem,

I am, Sir,
Your obedient Servant,

——

Ry

e MLy
5 e
y L 3 i 7
L //-:& i -
& gest C o (P. T. Odumosu),

Secretary to the Military Government
and Head of Service.

(i 7 s
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Copy addressed to:-

Dr. H, M, Onitiri,
Director, P
N.I.S.E.R,,

University of Ibadan,
Ibadan.

Dr. 0. Teriba,
Department of Economics,
University of Ibadan,
Ibadan.

Mr. R. O. Ekundare,
Faculty of Social Sciences,
University of Ife,
Ile-Ife,

Dr. S. Humes,

Institute of Adminiastrationm,
Unversity of Ife,

Ibadan Campus,

Ibadan,

Mr. Bola Olaniyan,

Ibarapa Divisional President,
Western State Farmers' Union,
Eruwa.

-



Y.,

Further to my minute at p.l, I have not been too
happy that nobody on this proposed committee has been
appointed to represent directly or indirectly, the
farmers or the low-income group who are at the recelving
end of Government's taxation pOI%Eytiﬁwa far as it
relates to flat rate taxpayers,who/are in the vast
majority of persons affected by Government's tax policy
with particular reference to local goverﬁment finance.
My main aim in determining the names put up to Y.E. at
p.l was to avoid including any of the three names
formerly put forward at the meeting of the Executive
Council but which had aroused some controversy.

Because of the reasons stated however, I feel obliged
to propose for Y.E.'s consideration that the name of
Mpr. Bola Olaniyan, Ibarapa Divisional President of the
Western State Farmers' Union - a body officially
recognised by the Govt. of this State - be included on

the list of members of the committee.

=

(P. T, Odumosu),

5.M.C. & H.S., '
0.5 /10/69. /
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R?f. Noe SP/S._ 3'85/5

l'.

Office of the Military Governor,
Ibadane 5/9! October, 1969

Copy tot=

Mr. S. O, Aﬂ&biﬂ,
Permanent Secretary,
Ministry of Finance,
Ibadane.
For your information, please, with reference to the discussion

you had this morning with the Secretary to the Militery Government and

/ﬂa :
—
(F. B. Ao Conde)

for Secretary to the Military Government
and Head of Service

Head of Services
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NIGERIAN INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH
» UNIVEBSHF ARSRIGERIA

Director: 3 PRIVATE MAIL BAG No. 5, U. I
H. M. A. ONITIRI 0 ; TELEGRAMS: NISER IBADAN
B.Sc. (Econ.), M.A., Ph.D. v 170Y { TELEPHONE: 21651
O e ///’ November 3, 1969
ted L A ~ \ L
Sl e Y = ,,/
S A ey
% ~'-L;.._-....'——'~:"M

Ir. P. T. Odumosu

Secretary to the liilitary Govt.
and Head of Service

0ffice of The liilitary Govermor

Ibadan, Nigeria

Dear Sir:
ifith reference to your letter of 28th October, 1969,

I em writing to signify ny willingness to serve on the
proposed committee on the tax system in the Vestern State.

Yours sincerely,

( —
“@‘

for HLE.A, Onitiri

/}4 Director




UNIVERSITY OF IFE

TELEGRAMS: "“IFEVASITY,

Our Ref.
TELEPHONE: 2291-2

Your Ref.

ILE-TFE, NIGERIA
30th October, 1969.

S8ecretary to the Military Government

and Head of Service,

O0ffice of the Military Governor, . 8 -
Western State, < RS
Ibedan, 6?/ S

Desr Sir,

Thank you for your letter Ref.SP/8.385/2 of 28th October,

1969.
This is to inform you that I shall be very pleased to serve

on the Committee set up by the Military Governor " to examine the tax
esystem in the State with particular reference to local government

finance."
Please express my thanks to His Excellency for asking me

to be of service to the Government.

Yours Sincerely,

IFE"
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P. M. B. 5246
Ibadan, Nigeria

Director: A AD|
Bgf:.n g‘gom) f’l'[.,:gd.). M.P.A. (Harvard), Ph.D. (Lond.)

2fgb Ref.

P, T. Odumosu, EsSQ.,

Secretary to the Military Government
and Head of Service,

Office of the Military Governor,

Agodi,
Ibadan.

Dear Sir,

Your letter No. SP/S.385/2 of 28th October, 1969
asking me to serve on a committee to examine the tax
system in the state with particular reference to local
government finance, has been received. I accept the
appointment and look forward to working with the other
members of the committee and the secretariat in this

important endeavor,

Yours faithfmlly,

Professor 8. Humes.

‘Z\o \

sas(e)
EV@%;?’ Bl O T PR S 4
EE}:.\%pﬁaim}uya; rTLa‘)?,il 4 ’€$?g |

Tel: IB. 25151 & 22261
Cables: “INSTADMIN
IBADAN"'

Date. 30th October, 1969

s
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SF/S.385/10 / 7 November, 1969

Dr. O, Teriba,
Department of Economics,
Univerasity of Ibadang
Ibadans

Dear Sir,

About three weeks ego, the Secretery to the Military
Government and Head of Service, Western State, addressed a letter
to you to inform you of the proposal to appoint you as one of the
Members to serve on & Committee which will “exemine the tax system
in the State with paxrtioular reference to locel government finance",
Ve ere yet to receive & reply from you as to whether or not you will
be able to serve on the proposed Committee.

In case, the original letter went astray, I am enclosing a
copy of the letter Noe.SE/S.385/2 of 28th October, 1969, and will
be grateful if you will please give an early reply to it.

I em, Sir,
Your obedient Servant,

A
(F. B.:% Conde)

for Seoretary to the Nilitary Government
and Head of Service.

=45 W Aé‘“ B )‘%{
ﬁﬁ(ﬂw b n s bld 4/ A 13/t



UNIVERSITY OF IBADAN, NIGERIA

‘ FACULTY OF THE SOCIAL SCIENCES

TELEPHONE: IBADAN 21051 EXT. 178 < /S . T €S

DEPARTMENT OF ECONOMICS
CABLES & TELEGRAMS: “UNIVERSITY, IBADAN'

TEL. EXT, 125

h_ November,i969.

The Secretary to the Military Governme
and Head of Service,

Office of the Military Governor,
Ibadan.

Dear Sir,

[; This is to acknowledge receipt of your letters of 19th and
28th October, 1969 and to indicate my willingness to serve as a

member of the commlttee on the tax system.

Yours sincerely,



1B,

We have now just received the last letter of
acceptance (p.11) from members of the committee being
set up to advise Government on the tax system in the
State. I propose, subject to Y.E.'s approval, to
proceed as follows:

(a) issue Press Release as in copy a.b.c.;

(b) address each member of the committee as 1n

my letter a.b.c. together with a copy of the
Press Release for each member;

and (c) issue circular letter to all Heads of Depts.
and Exec. Heads of Statutory Corporations
attaching a copy of the Press Release Lo
tthe.. circular to each Head of Dept. or Exec.
Head of Statutory Corporations/Board.

S.M.G. & H.S.,

2.1 /11/69.

;| f\
\



88/5 . 385/12 ,Q OV Hovesber, 1969.

8ax,

Following your agosptance, I en directed by Hin Excellency the
Militazy Covernor to conflmm your appointuent to seive on tho special
comittee set up by the Covernment of the Western State

“to exomdne the %ex aystem in the State with particuler
refercnge %0 loocl government finance

and meke recommendotlons.
2, Tho meabership of the committeo 45 as followste

(1) Prof, Ayo Cpunseyo - Chadrman
(114) Dr. G. Toriba - Hemher
(iv) Dr. 8. Hunen = Momber

v Mz, R. G, Blundare o= llenbap
(vi) lir. Bole Olaniyan - Hember

ly, To Ao O, Otunle, Administrative Officer in the Mipdstzy of Finance,
Iboadan, will serve ep Seoretary to the Commitieo,

Je A gtated in my carlier lotter, the Govermment is anxious that the

conmittee should complote 1lts agnignment ecorly cnough to enable any declsion
froa its recommendations to be taken into account in dotexmining

the Stute Budget for 1970/71. I would bo gratoful therefore if the comniitee

eould axrzonge to stert ito work as carly eo possiblo, :

4o I pbtach herowith for your informotion, copy of e Pross Reoleasc which
Governuent intends to issue in connegtdon with the eppointuent of the
conmlttee.

Se Eay I selse the opportunity to thanl: you for agreeins so readily to
male your pexvices avaldleblo to the Government in tackling this importent
problem,

- MILITA e B
£ MILITAR — L
== SN Your cbedient ‘ervant,

\L‘%:;},{
(Pe 7o Cdumosu),
Secrotayy to the Militexy Govornmant
end Head of Jervice.
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Ref, lio
Ibn.dan,a.zg' November, 1969.

Copy tot=

The Permanent Secretary,
Ministry of Finanoce,
Ibadan,

Copy for information of and necessary action by
HI'. TI Al 0- Dm. \ .

o

n)) (Po T, Odumosu),
etary to the Military Government

iy
Se
= and Head of Service.

Prof. Ayo Ogunseye,
Faculty of Education,
University of Ibadan,
Ibadan,

Dr. H. M, Onitiri,
Director,

N.I.S.E.R,,

University of Ibadan,
Ibadan., (i

Dr, 0, Teriba,
Department of Economics,
University of Ibadan,
Iba.dan.

Mr. R. 0. Ekundare,
Faculty of Social Sciences,
University of Ife,

. Ile-Ife,

. Dr, S, Humes,

Institute of Administration,
University of Ife,

Ibadan Campus,

Ibadan,

Mr, Bola Olaniyan,

Ibarapa Divisional President,
Weatern State Farmers® Union,
Eruwa,

r



Ref. No. SP/S.385/14
Office of the Military Govermor,

Agodi,
Tbadan.
CIRCULAR LETTER 28th November, 1969.

TO: ALL PERMANENT SECRETARIES,
HEADS OF NON-MINISTERIAL DEPARTMENTS ND
EXECUTIVE HEADS OF STATUTORY CORPORATIONS

Committee on Tax System

P15

I attach herewith copy of a self-explanatory Press Release being
issued by this office in connection with the setting up of a committee to
advise Government on the.tax system with particular reference to local govern~
ment finance. I shall be glad if all Heads of Departments and Executive Heads
of Statutory Corporations will give the committee maximum cooperation, so

that it can accomplish its assignment in the minimum possible time,

P. Taiwo Odumosu,
Secretary to the Military Government
and Head of Service.
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Press Release

As recently announced when the Government of the Western State
decided to reduce flat rate tax in the State to £2, a committee has been
set up to examine the tax system with particular reference to loeal
government finance.

The committee is headed by Professor Ayo O'gunseye, Head of the
Department of Education, University of Tbadan. The other members are:-

(1) Dr. H. M. Onitiri - Director, N.I.S.E.R., University of
Tbadans;

(ii) Dr. 0. Teriba - Lecturer, Department of Ecoriomics,
University of Ibadan;

(iii) Prof. S. Humes - Institute of Administration,
University of Ife;

(iv) Mr. R. 0. Fkundare

1

Lecturer, Department of Economics,
University of Ife;

and (v) Mr. Bola Olaniyan Tbarapa, Ibadan Division,

Mr. T. A, 0. Otunla, Administrative Officer in the Ministry of Finance,
Ibadan, will serve as Secretary to the committee,

The eommittee has been asked to consider memoranda to be submitted
by affected Ministries in the State as well as examine oral and written
representations by interested members of the public. His Excellency the
Military Govermor, Brigadier R. A. Adebayo, has appealed to the members of
the publie to give the committee their fullest cooperation by submitting
memoranda or givirzoral evidence, in order to facilitate the work of the
committee,

The committee has been enjoined to start its work in earnest and
produce its report as early as possible so that any recommendations flowing

from it oan be taken into account in determining the State Budget for the

next financial year, 1970/71.

;. G. &W

Office of the Military Governor,
Ibaden, '

fﬂ—necember, 1969.
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PRIVATE MAIL BAG 5341 - IBADAN - WESTERN STATE OF NIGERIA

WU RE N0 o ciiesisiniissaesomsis

All eommuni-ations on this matter
;qufd be addressed to the Permanent sP/S 38(’ D-l
ecretary quoting . '
F.
VY5 o[ Daceshers 1963,

Our Ref. No....o o0t N

The Secretary to the Military Government

and Head of Service,
Office of the Military Governor,

Ibadan,

Committee on Tax System

L

% With reference to your circuler letter No. SP/S.385/14
of 28th November, 1969, I forward herewith for your information

{ a copy of the memorandum submitted by the Ministry of Finance

e to the 'Committee for the Review of the Tax System in the

Wlestern State.'

<<
( bowale), —
for P ecretary.

Z
SECRET

QL%%?(

CR,
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. Committee for the Review of the Tax System in the Western State

Fiscal Policy
Objectives

Memorandum by the Ministry of Finance

A review of the tax system such as is now proposed, will
very likely involve close examination of the objectives of
taxation, as failure to define and recognise these objectives
would frustrate public poligy. In particular the notion that
taxes are raised solely for the purpose of furnishing revenue
to the Government constitutes an impediment to meaningful
taxation policy and our Pinancial system generally. A clear
understanding of the economy and the awareness of the more
important objectives of taxation are essential pre-requisites
since it would be difficult to manage the economy successfully
otherwise, It is for this reason that the Ministry of Finance
and the Ministry of Economic Planning and Social Development
heve recently set up a machinery for close study of the Economy
and the preparation of an Economic Survey of the State on a
regular basis. See Annexure I. We recognise that a Survey
covering the whole country is much to be preferred and we have
dropped hints in appropriate quarters; in spite of the obvious
limitations to State effort, we believe we should be able to
ascertain the broad directions of the economy at large and
hopefully, pick out the main elements appropriate to pulicy
direction within the State.

(ii) The components of the public revenue of the Western State
are in three main parts. The first is State Revenue from Direct
Taxation undér which comes Personal Income Tax. Secondly, there
is State Revenue from Other Sources under which fall Produce
Sales Tax, Gaming Tax, Licences, Fines, Fees, Earnings and

Sales of Government Deparhnaﬁts,-Rent on Government Property,
Interests on Government Investments, Petroleum Purchase Tex,
Grants and Loans, Thirdly, there is the set of revenue received
through the Federal Govemment - import, export and excise duties

and mining rents and royaplties,

My Gt
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(i4i) Broad principles have been written into the Development
Plans from time to time indicating the direction of expenditure
in temms of priorities and diversification of industrial and
agricultural production, the training of high and intermediate
menpower, etc, Attempts are made to restrain recurrent
expenditure; unfortunately, it will have to be admitted that
rational and tested princinles for revenue raising have not
been easy to come by. Planned expenditure and estimated revenue
have of course been closely related and we have endeavoured in
the past to achieve a budget swrplus from one year to thie next,
For reasons indicated earlier on, facilities for measurement
and assessing the effects of particular fiscal measures on the
economy of the State have not been altogether adequate, In
other vords, it has not always been possible to make adjustments
in tax rates, direct and indirect, on the basis of clear and
acceptable analyses of the needs of the econcmy, Statistical
data for sound fiscal policies are not easy to come by, although
strenuous efforts have been made during the past two years or so.tﬁ
overcome some of these difficulties. As will be seen from
Annexure I, efforts are being made to establish the significance
and the inter-relationship of the constituents of the Gross
Domestic Product and the effeets of changes in these,

(iv) In addition to the aggregate approach for which data are
not readily available, a limited approach is being attempted,
The Ministry is currently examining the size and composition of
recurrent revenue in relation to the sectoral and functional
classifications of government recurrent expenditure, The aim
being to evolve fiscal policies leading to improvements in the
growth rate of the Gross Domestic Product—a higher level of
employment, increased economic activity in the agricultural
and industrial sectors, etc. A1l this would be related to the
sectoral rate of growth and +o the rate of capital formation in

the public sector. Hopefully, the direction in which public

csmnal 3o



2. Interaction

of Fiscal and

Monetary
Policies

“ 3 -
expenditure and taxation should be adjusted to maximise benefits
would be clearer; in our view, the demand for changes in the level
end structure of taxation is best appraised by reference to these
factors,

Today, State and Local Governments face a threatening fiscal
problem - the demand for essential social services i.e. education,
roads, public health, etc. is expanding faster than the ability
of the authorities to raise additional revenue. Practically all
the funds required for these services at current level are raised
at State level but State revenue sources are not readily amenable
to expansion. Agriculture which is the prime mover of the State
economy is generally regarded as making more than adequate
contribution to tax revenue and it seems to us that unless
improved employment opportunities become available in industry
and agriculture, only marginal improvements in tax revenue can
be achieved. In general, there are four methods of financing
open to any Government:-

(a) a progressive system of taxation;

(b) dindirect taxation by way of sales tax, etc.;

(c) borrowing from the public;

(d) borrowing from the banking system.

Given the current state of the economy, the limits of tolerance
have probably been reached here in the West with regard to method
(a) above. A great deal more cen be dne with regard to method
(b) but the instruments for action are almost exclusively in
Federal hands. We have proposed to the Federal authorities that
a joint committee of Federal and State officials might be set up
to examine the whole area of consumption tax with a view to
substituting proceeds from this source for direct tax raised from
persons in the lower income group. Current thinking at Official
level is that as a long-term objective, it might be a good idea
to ebandon poll tex since the burden falls almost wholly on the

agricultural sector as represented by peasant farmers and also

because the amownt of sooial unrest generated in the process of

Convlin;
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collecting approximately £2,3 million annually is hardly worth
the cost of collection, With regard to methods (c) and (a),
State Governments are effectively barred from borrowing either
from the public or from the banking system, While it is true
that loans are raised from time to time by the Federal Government
and shared out to State Governments, the amount of money raised
and the method of distribution have little relevance to the needs
of each State Government, The financing method adopted by
Governments at particular timea should bear relevence to the
overall posture of the economy, but firm indicators are needed
as a first step and these can only be identified through the
process of Annual Economic Survey of the country and the State,
(ii) Since the instruments of monetary policy are exclusively
in the hands of the Federal Government and the burden of social
expenditure falls almost exclusively on the State Governments,
no State Government is in a position to use its resources to
implement successfully a fiscal poliqy contrary to that pursusd
at the national level. Attention is also invited to the fact
that the relative magnitude of Federal fiscal resources comparsd
with those of State Govemments and the tendency for economic
fluctuations to be national rather than regional imply that the
benefit of such fis cal measures as a State Government may take
would be lost unless these are harmonised with the fiscal and
monetary policies pursued at the federal level. This would seem
to point to the need for an Advisory Body of some kind at the
federal level whose task it will be to relate monetary policy
with the fiscal needs of all the Governments in the Federation,
It would be unhelpful to argue that sound fiscal policies at
State level can only be reinforced by federal monetary poligy:
the exigencics of war finance and the finaeial needs of the Stateg
have in the last two Yyears demonstrated how much more the Federal
Government could do if its enormous financial Powers are directed
towards the goal of development, As indicated earlier on, we

believe that this important task ought to be entrusted in part %o

an Advisory panel of some king, /5



3. Review of

= & .

The agitation for tax reduction and the accompanying violent

Een‘h Measures
Improve riots in some parts of the State malke it imperative that the tax

Local

Government

Finance

aystem should be re-examined, The most violent agitations have
come from the peasant farmers from whom the Local Government
Councils derive the bulk of their revenue by way of poll tax.

(1i) A tax Census Survey was conducted in the Western State

during 1966-67 with the main objective of compiling a comprehensive
nominal roll of taxable adults, i,e. persons who were sixteen years
and above., This survey was conducted during the months of June and
July and September 1967 by the Statistics Division of the Ministry
of Economic Planning and Social Develonment, for effect, the age
1limit was lowered to fourteen years thus covering not only perons
who technically fell within the "labour force" at the material
time but all those who, within two years thereafter, would become
liable to poll tax. Nominal rolls for all the 108 District
Councils in the State were produced and delivered to the Local
Authorities with the instruction that each should take advantage
of the mew nominal rolls containing names and addresses of taxable
adults in its area of jurisdiction to review and up-date its tax
roll, The number of taxpayers enrolled in each Council Area is
shown in Column 6 of Annexure II. In practice however, the new
nominal roll did not prove very useful as a large proportion of the

names and addresses contained therein are said to be fictitious,

(iii) With the failure of the 1967 Survey, Government directed early

this year that another Survey should be conducted, this time, by
the Ministry of Finance, The objectives of this exercise were, as
those of its predecessor, to improve the nominal roll and the
machinery for tax collection in the State and to strengthen the
finances of Lpcal Authorities, 4As a result of the social unrest
in certain parts of the State, the exercise could only be completed
in 68 of existing Local Government Council Areas in the State.
Mnnexure IT to this memorandum is a summary of the returns received

from Councils, the result so far obtained is a notional addition

of 73,909 names of taxable adults to the nominal tax roll of L65, 338,

sssafbs
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Annexure III shows the percentage increase in the tax roll as

well as the percentage of probable addition to the revenue of each
of the Local Authorities so far covered. Assuming thut all the
newly enrolled, taxable adults will pay their tax, about £240,204
would have been added to the total revenue of Councils which stood
assessed at £2,244,113 in 1968/69, This would represent a
significant increase of 15.8% in the nominal roll and 10.6% on
revenue collection. However, many of the newly enrolled adults
are likely to be young school leavers in the age groups of 16-25
years who have had the benefit of primary education but who are

in all probability unemployed. In any event, flat rate tax has
recently been reduced from £3.5/~ to £2. All things considered,
the exercise like the previous one does not seem to hold out much
hope of improvement in the Finances of Local Authorities.

(iv) Another step taken by the State Government to improve the
machinery of tax collection is the re-organisation of the Internal
Revenue Division of the Ministry of Finance in such a way that
assessment and collection of taxes at local authority level would
be supervised and controlled by fairly senior and experienced
government officials. Thus under an organisational chart contained
in Annexure IV to this memorandum, government revenue officers
would be posted to take charge of groups of Councils for the
purposes of instructing tax officials on the provisions of the
Income Tax Law relevant to assessment and collection of taxes,
ensuring regular revision of tax rolls and advising area Assessment
Committees, This unhappily has been forestelled by the tension
and unrest in the countryside in the recent past,

(v) Whilst efforts were still being made by the Government to
improve the machinery of tax collection, agitation against the
level of taxation culminated in violent riots in some parts of

the State at the close of 1968, TFollowing the outbreak of the
disturbances, the Government set up a Committee of three officials

headed by the Commissioner for Internal Revenue, Mr, F-A.I.Aﬁelaja

to advise Government on the appropriate machinery for the
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collection and administration of taxes and rates in the State
and on measures for the implementation of the following proposals
on rates made at an earlier meeting of Leaders of Thought in
the State:-

(a) The acceptance of a system of instalmentel payment
of tex by flat-rate and persons liable to variable
assessment,
(b) The revocation of unnecessary and unsupported cherges.
(c) The investigation of Assessment Committees and the
method of assessment.
(d) The possibility of extending flat-rate tax of £3.5/= to
include those with chargeable annual income of up
to £100,
Annexure V to this memorandum is the report of the Committee and
the summary of its recommendations is at pages 18-19 of the report.
The Committee at page 4 of its report, criticised the idea of
imposing income tax, not on ascertained income of a person§, but
on an assumed minimum income., It recommended, inter alia, the
.reduction of poll tax from 65/- to 50/- in the assumed income
group of £1 - £50 a year and the exemption from the payment of
poll tax and income tax of all persons of, or above the age of
16 years who have no income of their own or who are jobless -
it must be pointed out that the Income Tax Law already covers
this point, It also recommended the appointment on commission
basis of 1% as tax collectors, Mogajis, Chiefs and Quarter
Leaders as well as the abolition of special levies where no
corresponding services are provided. As the disturbances became
more violent the report of the Committee was overtaken by events
and it had to be considered as an addendum to the report of the
Ayoola Commission of Inquiry.
(vi) Towards the end of the month of December 1968, the civil
disturbances in the State assumed greater proportions and it

became apparent that a full-scale inquiry would be necessary.
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By the 1968 Civil Disturbances (Commission of Inguiry) Edict,
No,2 of 10th January 1969, the Government set up the Ayoola
Commission of Inquiry to the Civil Disturbances which ocourred

in certain parts of the State in December 1968. The Commission
was to inquire and report with respect to, among other things,

the direct and indirect causes of the civil disturbances; and to
make recommendations as to any measures which the Commissioner
may consider approvriate for guarding ageinst any occurrence of
similar civil disturbances and consequential events in the future.
Attached to this memorandum as Annexure VI is the memorandum
submitted to the Commission by the Ministry of Finance on the

Tax System and the Incidence of Taxes and Rates in the Western
State of Njgeria. The memorandum deals exhaustively with the
relevant charging section of the Western Nigerias Income Tax Law,
the taxable population, assessment and collection of income tax
both on the Government and Local Council Accounts, the composition
and veaknesses of area assessment Committee; method of tax
collection, right of objection and appeal; distinction between
and the incidence of rates, income tex and others; the disposal
of revenue from rates and taxes including the P.A.Y.E. and
suggestions for reform to lighten the tax burden, It also contains
a note on government support for Local Govermnment Councils and the
need to improve the revenue and expenditure pattern of Local
Government Councils. Attached to the document under reference

are schedules showing the analysis and aggregate liability of a
flat-rate payer in each Local Council area in the State in
1968/69; the effect of tax payable by a single man as well as

by a family man with children and the comparative figures of

the tax incidence on persons in the former Federal territory

of Lagos, Eastern and Northern Regions. There are also attached
Statements of Local Government Councils Revenue and Expenditure
and two different variants of flat-rate proposals then being

considered by the govemment for adoption. The Commission's

general and particular recommendations together with the
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observations and recommendations of this Ministry and of that
of Local Government and Chieftaincy Affairs are contained in
Anrexure VII to this memorandum. The Govemment accepted all
the general and particuler recommendations with the exception
of those dealing with riot damages compensation and the
appointment of an Ombusdsman, otherwise known as a Public Complaints
Commis sioner. Though the Commission did not recommend any
reduction in the then existing level of taxes, its recommendations
include & substantial reduction in water rates and complete
abolition of some local rates, These recommendations have since
been implemented by government. However, despite these concessions
the riots continued and taxes remained unpaid.

(vii) This Ministry recently placed a paper, Annexure VIII, before
the State Economic Advisory Couneil for advice, The paper notes
that events during the past three years have put the texation
policy of the Western State to test and have shown the need for a
re-appraisal, After comparing the relatively large revenue of
about £7 million collected annually from the peasant farmers by
way of indirect taxes with the relatively small sum of £2 million
collected by way of direct tax from the same group of people, the
Ministry expressed the view that the trend of events would seem
to suggest that the tax system on which the Local Authorities
depend is altopgether too primitive in the circumstances of this
State and requires fundamental re-thinking., The paper sought
the State Economic Advisory Council's advice on the practicability
of progressive abolition of poll tax, the desirability of raising
consumption tax on specific items and the introduction of property
tax as an alternative or supplement to poll tax and cons;.nnption
tax., Poll tex from which Local Government Councils derive the
bulk of their revenue has now been reduced to 40/-. It is therefore
pretty certain that even if all taxable adults pay up, the Councils
are unlikely to be able to finance existing services, let alone

provide new ones, 4s the revenue position of the State Government

itself is most precarious, alternative means of providing the much
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needed revenue for Local Authorities must be found. Abortive
attempts have been made to introduce property rating into the
tox system of the State. It was proposed that a start should be
made on a tentative basis in large townships with population
figure of 15,000 and sbove having regard to the limitations on
our manpower and time element., The procedure to be followed
would conform closely with the experience of the Lagos City
Couneil which has been in the field of property taxation for
about two decades. A summary of the recommendations of the
Working Party of Officiels which covers the extent and incidence
of the tax, method of assessment and classifications of properties
is contained in Amnexure IX which also gives samples of the rates
or taxation on selected properties within the City of Lagos.
In proposing the introduction of property tax the Ministry of
Finance is aware of the fact that ideally, such a measure should
be introduced after an exhaustive survey by a team of valuers
and other experts, nevertheless it is equally aware of the dangers
of an over-elaborate system in our circumstance.

(viii) The Lagos Personal Income Tax Law 1961 (as amended)
Sec.15(e) exempts from income tax the income of any individual
whose total income for a year of assessment does not exceed £300,
It however imposes instead an income rate under Sec. 12 on the
income of every individual at rates ranging from 10/- on income
up to £100 to 100/- on income exceeding £400 a year. Even
though the situation and conditions under which taxpayers in Lagos
live are dissimilar to those in the Western State, our contiguity
and close association with Lagos make comparison very tempting.
Taxpayers in Lagos even though they pay low income rates, also

pay very high rents in support of property rating.

L, In restructuring the tax syste emphasis must be placed on the maintenance
of existing level of services and the provision of new ones. At present the
responsibility for financing most of these services fall on the State

Government, Annexure X - XIV show comparison of the expenditure on Education
3 ]
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: . Public Health, Roads and Bridges, iiater Supply and Administration by the
various Governments of the Federation for a tlree year period from 1963/6L -
1965/66. In assigning jurisdiction over any new taxes as between the State
Govemment and the Local Govemment Councils, note should be teken of the

functions to be assigned to the Local Govermnment Councilss

Ministry of Finance,
Western State,
IBADAN,

5th December, 1969, ..
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WIESTERN NIGERTA ECONOMIC SURVEY

Introduction.

An outline of Western Nigeria Economy.

(i) Population and Manpower (Statisticians I & VI)

(a) Geographical Position and site of Western Nigeria - immediate
neighbours and area,

(b) Importance of Population in Economic Planning - importance
attached to population in rapid economic growth and social
planning,

(c) Past censuses in Western Nigeria and some population figures in
the Region. Growth rate and factors affecting it - Births,
Deaths, and Migration.

(d) Present Pattern of Manpower and Factors Contributing to this
1960 - 1966.

(i) A study of general distribution of different categories
~of staff as related to population.,
(ii) Ashby's report - which have been overtaken by events
€.g. closed down of T.T.C., Secondary Modern, opening
of new Universities:
(iii) Cross-sectional layout - within the Region and ~ compared
to other Regions and the Federation (Cross-sectional

analysis).

(e) Regquirements and Supplies of Manpower
(i) Requirements - over production in some special
High-level Manpower - Relation to growth in population,
(ii) Forecast of future pattern based on the existing one
which has the problems of unemployment - turn-overs in
8chools and Universities,

(f) Appraisal and Recommendations

(1) Appraisal of any existing plan to solve existing
problems,
(ii) Recommendations that could be made for effective

planning to meet the growing prablem of over production
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and under - production of some classes of High
level Manpower,

Income and Expenditure (A,C.S., & Statistician IV)

(a) Changes in Income and Expenditure during the Survey period,
Discussions will include Rural and Urban income changes as
well as observed changes in private and public sectors, We
will describe and account for these changes.

Method:  Explore sources of income in Agriculture Industry and
Commerce., External as well as internal sources will be
explored. Obtain estimates of Regional income.
Correlate income from abroad with income generated
within the Region. Identify growth inducing agents,.

(b) ZImpact of Public and Private Expenditure on Production and

Employment: This Section will discuss major changes in public
and private investment expenditure and analyse the effects
on production and employment,
Method: Changes in production and employment figures will be
related to changes in public and private expenditure
over the survey period. Extensive use will be made of

growth indicators to estimate "value added".

(e) Savings and Investment: This Section will discuss the
dimensions of changes in public and private savings and
attempt to explain these changes, Estimates of total
private and public investment in the major sectors will
be made. The character of investment will be described
and analysed in an attempt to explain developments in the
investment field.

Method: We hope to explore the possibility of regional break-

down of national savings figures campiled by the
Central Bank and published at page 46 of +the "Economic

Indicatars" (Vol. 2, No. 8 of August 1966) by the F.0.S'.

(@) Costs and Prices: Costs of Living

Changes in the Cost and price levels during the year under
review will be discussed and the nature cud character of guch

ch2ngses will be éralysed and appraised,

---/3-



3

==~

Method: Existing data on prices will be analysed and observed trends

explained. Probable effects of these changes on production

and consumption will be traced,

Fiscal and Financial Developments in the country, as they

affect Western Nigeria Economy will be the theme of this
Section, Central Bank's periodical review of the Nigeria

economy will form the basis of the assessment essayed in this

section,

Development in Particular Sectors:

(1)

Agriculture and Forestry (Statistician V)

(a) Agriculture in Western Nigeria

(1) Present situation or Agriculture - its stand in Western
Nigeria Fconomy,
(ii) Agriculture - its role in Western Nigeria Development,
(iii) Agriculture and the Government:
(a) Support measures
(b) Projects
(c) Extension Services

(d) Training in Agriculture.

(b) Agricultural Data and Sectional Description

(i) Data collection in Agric.
(ii) Production and Productivity in
(a) Food Crops
(b) Cash Crops
(c) Forest Products
(d) Fisheries

(e) Livestocks and Poultry,

(e) Prices - trend in prices (1961 - 1966)

(@) (i) Marketing Arrangements and Transportation System.
(a) Ccash crops
(b) Food crops
(¢) Forest Products

(ii) The role of middleman in the Marketing Arrangements.

oro/lbs
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(e) Western Nigeria Land Tenure System - an asset or a liability to

Eoonomic Growth (Comparison with other countries).

(f) Foreign Assistance to Agriculture - Financial and Technical

(g) Probable Developments in Agric,

(ii) Industries (Statistician II)

Industries (Manufacturing, Processing & Repairing)

1. Introduction

(a)

(b)

2a0 (1)
(i1)
(iidi)

. (iv)
(v)

(vi)
(vii)
(viii)
(ix)

(x)

The place of industries in our economy
Industrial Surveys, Scope and Coverage
Location of industrial establishments

Form of ownership

Sources of paid-up capital

Employment

Wages and salaries

Analysis of costs

Value of production

Capital expenditures

Value added

Graphs (to depict some of the above information)

Building and Construction

1. Buildings erected by Government Agencies showing: -

(a)
(b)
(e)
(a)

Number
Cost
Type

Location

2. Buildings erected by private firms, institutions and

individuals showing: —

(a) Number
(b) Cost

(e) Type

(d) Location

3« Uncompleted buildings = number and estimated cost to date,

L. Cost of projects in the public sector,

eoo/5s
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Fuel and Power
1. BSales of petroleum products
2. Units of electricity sold by type and undertakings.

3. Graphs to depict the above information where necessary.

(4i1) Trade (Statistician III)
Introduction:

(a) Definition and Role: Trade, which is the exchange of goods and

services, stimulates the growth of an economy in many ways:
(i) Trades not only stimulates demand, but it alsc stimulate the
desire to work,
(ii) It reduces the community's needs for working capital.
(iii) Trade brings new ideas - new patterns of consumption, new
techniques, or new ideas of social relationships,
(iv) Trade stimulates specialisation.
(b) Problems:
(i) Statistical
(ii) Transport and communication
(iii) Fluctuation in prices of primary products.
Irade: 1. General
(i) Increase in the variety of goods consumed
(ii) Rise in business activities
(iii) General rise in living standard,

2.  Intra-regional trade:

(1) General description - food; consumption goods, durable and
capital goods,

(ii) Behaviour of important items.

3. Inter-regional trade:
(1) (i) General description. Tables 1 - 4,
(ii) Trend.
4. External Trade:
(i) Export cocoa, Palm Kernels, P, oil, Rubber, Cotton, Raw,

Cotton seed, Timber and plywood, Hides and skin, General

characteristics, Agencies. (Table 5),

A



(ii) Imports:

(iv)

(a)
(b)
(c)
(a)
(e)
(£)
(g)
(h)
(1)

Foed
Drinks and tobacco

Crude materials

Mineral Fuels - General characteristics, (Table 6)

Animal oils and chemicals
Manufactured goods

Machinery and transport equipment
Miscellanecus Mac. articles

Miscellaneous Transactions,

Suggested courses of action:

(1)

(i1)

(iii)

Transport and Communication

Annual measurements of the intra =~ and inter-
regional volumes of trade. A regional break-down
of the external trade.

Improvement and expansion of transpart facilities
and communication media,

Processing and small-scale industries to be

established to avoid price fluctuations,

Transport

1e

2.

Roads

(a) Mileage of tarred roads, by type and province

as at 31st March (1963 - 1965),

(8tatistician VII)

(b) Distribution of roads as at 31st March (1963-65)

(c) Length of roads, 1963 - 1965.
(d) Expenditure on roads, 1963/64 - 1965/67. .

(e) Census of road traffic, 1963 - 1965.

(£f) Road Motor vehicles - New Registrations, 1963-65.

Railways:

(a) Length of railway lines within the region
classified by type.

(b) Number of locomotive

(e) Number of goods wagons

sonl T
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(d) Number of vehicles in the passenger stock
(e) Number of passengers conveyed
(£f) Number of passenger miles
(g) Number of freight tonnange loaded

(h) Number of freight ton-miles performed

L Inland Waterways:

(a) The length of navigable inland waterways

(b) Number and tonnage capacity of vessels used in
inland waterways, classified by type (e.g. with
or without engine),

(e) Tonnage loaded in inland water in up and in
down traffic,

(d) Number of passengers conveyed in inland water
in up and in down traffic,

Lo Airways and Civil Aviation

(a) Number of civil air fields in the region.

(b) Number of passengers starting or terminating
flights at air fields in the region.

(¢) Number of passenger miles flown.

(d) Number of cargo ton-miles (including mail).

(e) Number of meteorological cbservation stations

in the region,

Communications:

1.

Broadcasting

(2) Number of broadcasting stations in the region

(b) Number of (registered) radio sets - private & publiec

(c) Number of (registered) television sets

(d) Number of rediffusion subscribers.

Postal serwvices

(a) Number of postal establishments, classified by category.
(b) Number of letters, periodicals, parcels, declared value

letters, and money orders (including the values).
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3. Telegraphic Services
(a) Number of telegraphic establishment s

(b) Number of telegrams (inland, foreign) conveyed

L. Telephone Services

(a) Provincial distribution of telephone installations,
(b) Number of telephones in use, by Provinces and
Divisions.
(¢) Number of effective trunk calls made by
Provinces and Divisions.
(d) Number & value of paid telephone calls
(e) Length of single-wire lines

(f) Length of inter-urban lines,

Development Planning (A.C.S. & Statistician IV)
(1) Review of past plan achievements.
(i1) The current six-year plan,
Government and Government Agencies, (Ag. C.5.)
s Trends in the Revenue and Expenditure (Aggregates)
2. Sources of Revenue,
3 Expenditure - (i) Current
(ii) Capital
(iii) Pattern by ZBconomic Classification.,
b, Economic Activities of the Government Agencies as reflected by the

pattern of their expenditure.

Guide Lines for Policy.



1969 POLL TAX CENSUS SURVIY

AUEXURE 1T
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