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SALUTATION:  

It is my pleasure to be part of this gathering and share some thoughts 

on how we can balance the drive for enhanced revenue without 

compromising economic growth, in the context of Africa. We have a 

varied audience in the house-from different professional backgrounds-

which itself is an apt reflection of the interest that such a subject 

matter as tax always elicits.  

I must add that this is a valuable opportunity to engage openly with 

members of the diplomatic community representing various African 

countries here in the UK, as well as the business community who 

continue to support economic growth in Africa through their 

investment. Therefore I would urge that this session be a dialogue and 

my role would be just to provide some highlights on this area which 

can then provide bearing to this debate. 

I wish to thank the organizers ITIC for the appropriate scheduling of 

this engagement, choosing so relevant a subject and of course for 

inviting my organization, the Commonwealth Association of Tax 

Administrators (CATA) to lend its voice to these important discussions. 

For the benefit of some of the audience, CATA was formed in 1978 by 

the Ministers of Finance of the Commonwealth countries to help build 

capacity in tax administrations in the member countries. Almost half of 

the membership of CATA are African countries and this explains 

perhaps why I’ve been invited to this forum. Beyond that, I’ve had the 

benefit of working with tax administrations in Africa and therefore 

identifies with some the pertinent issues involved. 

INTRODUCTION 

Our topic for this forum is quite intriguing going by the volume of 

literature that academicians, policy analysts and even tax 

administrators have churned out over the years. I will not address 

revenue in general but will focus on tax revenues. With the indulgence 

of the audience I propose therefore to amend the topic of my 

presentation to be: “Towards a growth-friendly fiscal regime: Can we 

tax better”. While many tax administrators will likely ask: “Can we tax 

more?” for the investor, the cardinal concern is-“Can I be taxed 

better?” From a policy perspective the question perhaps would be: 

“How can we balance equity concerns with tax efficiency required to 

secure long-term growth?” 
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STRUCTURE OF THE PRESENTATION 

In this presentation, I will briefly review some of the broader macro-

economic indicators and general outlook of the African economies 

going forward. I will also share some facts on the status of investment 

flows into and out of Africa and some emerging lessons. Better part of 

the presentation will dwell on the broad issues around the taxation 

regimes in Africa with particular emphasis to the reform initiatives 

being undertaken by various tax administrations in Africa, the 

challenges being encountered in improving tax compliance and 

creating business friendly tax regimes, and finally propose some 

interventions to mitigate some of the challenges. 

AFRICA RISING 

In May, 2014, an international Conference was held in Maputo, 

Mozambique under the theme: Africa Rising. One key point on which 

the delegates concurred is that the overall outlook of the economic 

situation in the continent is optimistic. With a projected GDP growth 

rate of 5.5% (with some poorer countries expected to exceed that 

mark), the continent is registering one of the fastest growth rate at a 

time when most developed economies are struggling. With an average 

inflation rate of 27% in the 1990s, this figure has dropped remarkably 

to a single digits in most countries (or a low double digit in other 

countries).Similarly, foreign direct investment (including portfolio 

investments) inflow into Africa is projected to reach an all-time high at 

USD 80 Billion in 2014. 

According to IMF, “frontier economies” such as Kenya, Uganda and 

Botswana have very impressive growth prospects that will boost the 

overall figures for the entire continent. The resilience shown by 

African economies in the face of the great financial crisis of 2009 is 

expected to continue boosted by the reforms in the monetary and the 

fiscal regimes. 

However, in the words of Christine Lagard, the Head of the IMF “the 

tide of growth has not lifted all boats” in African. The growth has not 

been inclusive as inequality is still rampant in majority of the countries 

with an estimated 45% of households afflicted by poverty. Some of 

these challenges will require multi-pronged interventions including a 

redistributive fiscal regime that can address such imbalances. 
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Notable challenge for the continent going forward is the shrinking 

fiscal space created by fast rising (recurrent) expenditure (particularly 

the wage bill) which in turn has the potential to fuel the debt ratio. 

This calls not only for effective mechanisms to mobilize domestic 

revenue but also a deliberate long-term policy to target expenditure 

on sectors with high income/wealth-creation potential. 

 

INVESTMENT DESTINATION  

Private sector investment, as one of the main drivers for economic 

growth, is expected to continue playing a key role in the economies of 

African states. Data published by the African Economic Outlook has 

brought out some very interesting trends, some positive but others 

worrisome, yet all provides important lessons. 

As mentioned above, foreign investment inflows into Africa was 

estimated at USD 80 billion in 2014. However, Africa’s share (of total 

FDI) globally showed a decline registering 3.7% in 2012 as compared to 

4.3% in 2009. The total share of Official Development Assistance 

(ODA), which is a significant component of external inflows was also 

projected to decreased to 27% in 2014 down from 38% in 2000.This 

reduction is more pronounced in the low income developing countries 

where the share of ODA in the GDP, on average, is projected to reach 

8.9% (2014) as compared to 9.5% (2011) and 13.1% (average for 2000-

2005). This trend put a strong case for domestic resource mobilization 

if these countries are to stay on a sustainable growth trajectory. 

Significant FDI went to the resource-rich countries (95% by some 

estimates) riding on the increasing demand for oil, minerals and other 

natural resources. According to African Economic Outlook, the top five 

beneficiaries of FDI inflows for 2013 were: 

(i) South Africa- USD 6.4 billion 

(ii) Nigeria- USD 6.3billion 

(iii) Mozambique- USD 4.7 billion 

(iv) Morocco- USD 4.3 billion 

(v) Ghana- USD 3.3 billion 

 

However, the strong emergence of other sectors such as service and 

manufacturing has seen FDI inflows into non-resource rich countries 
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also showing strong growth accounting for 4.5% of the GDP in 2013. 

This is indicative that the future growth drivers for Africa may well lie 

with these sectors. 

While OECD countries continue to be the major source of FDI for Africa 

(United Kingdom, United States and France accounting for almost 64% 

of the total inflows),there is evidence of increased investments coming 

from the emerging economies (BRICS) with China and South Africa 

forming the bulk. Globally, Africa’s share of FDI from BRICS declined 

from 5.6% in 2011 to 5% in 2012. 

Growth will also require African investor to look outwards. Presently 

outward FDI from Africa accounts for just 1% of the global share-mainly 

driven by a few countries such as South Africa, Angola, Libya, Nigeria 

and Liberia. On the positive side, intra-African investment is increasing 

with top five investors being South Africa, Mauritius, Egypt, Nigeria and 

Kenya. The sectors involved are quite diversified ranging from building 

and construction, Communication, financial sector to wholesale and 

retail. 

Let me summarise some the key lessons emerging from the above 

statistics: 

(i) There is a growing appetite for Africa’s natural resources 

which will require to be managed prudently; 

(ii) The emergence of a strong middle class in Africa (with 

enhanced purchasing power) will make Africa a choice 

destination for investors; 

(iii) The growing labour force (estimated to reach 1 billion by 

2040) will require to be channelled into the productive sectors 

thus calling for massive expansion of the economies;  

(iv) With the foreseen decline in ODA, alternative domestic 

resource mobilization is imperative; 

(v) African must effectively compete for new frontiers of FDI 

especially from the  BRICS; 

(vi) Africa must increase its share of the global FDI outflow; 

(vii) Africa must encourage African investors for Africa; 

(viii) There is need to identify the key growth drivers and prioritise 

them when targeting foreign investments. 

The question then is- how can we use the fiscal tool to address some of 

these concerns? 
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CAN FISCAL POLICIES HELP? 

The Doha Declaration of 2008 states that “Taxes represent the most 

important resource for investment which in turn is essential for 

effective state building. Effective tax policies that are fair, neutral, 

simple and broad-based together with a tax administration that is easy 

to comply with are essential for sustainable development”.  

The tax landscape in Africa has changed significant over a very short 

period of time. Tax to GDP ratio which is often used as a measure of 

the tax effort presently stands at an average of 26% up from an 

average of 20% recorded in 2000.Within the individual countries, this 

ratio varies from as low as 17% to as high as 34%. Comparatively, the 

average for Africa still trails that in the OECD countries of 35%. The 

impressive OECD rate is underpinned by a relatively high rate of tax 

compliance, a phenomenon that yet to be fully realised in Africa. 

The existence of a very large informal sector, the dominance of 

subsistence agricultural sector and the capacity constraints within the 

tax administration are some of the contributing factors to these low 

performance. The introduction of self-assessment in the 1990s was a 

major watershed in the tax reforms in Africa and since then various 

reforms have taken route and I will cite a few of them.   

(i) The creation of semi-autonomous revenue administration 

which has led to improvement in governance, service delivery 

and revenue performance; 

(ii) The creation of single tax departments to handle income 

taxes, VAT and domestic excise taxes; 

(iii) The adoption of a comprehensive compliance approach 

(taxpayer-type rather than tax-type) which has led to 

taxpayer segmentation and facilitated better compliance 

monitoring; 

(iv) Automation of the tax processes to facilitate registration, 

filing, payment of taxes and audits and enforcement; 

(v) Outsourcing of certain function which has improved efficiency; 

(vi) The setting up of dedicated training schools for tax officials 

(vii) Enhanced collaboration in the international arena through 

bilateral and multilateral instruments.  
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In spite of these far reaching reforms, the goal of achieving a tax 

system that is “fair, neutral, simple and broad-based together with a 

tax administration that is easy to comply with” remains a work-in-

progress. The changes in business models and the collapsing borders 

fuelled by information technology has sometimes been too rapid for 

the tax policies and administration to keep pace. And these have in 

turn impacted adversely on taxpayers (the investor).  

While the weak tax administration belies most of the present 

challenges, there are a myriad of underlying policy (regulatory and 

legislative) constraints. Some of these include complex, multiple 

(sometimes outdated) and constantly changing tax legislations, weak 

dispute resolution mechanism and prevalent integrity challenges 

among tax officials.  

African countries still ranks poorly in the “ease-of-doing business” 

indicators which is largely attributed to the tax environment. A recent 

survey on “ease of paying taxes” conducted by E&Y in 2014 shows very 

startling statistics: In Nigeria, there are 47 types of payments to be 

made which consumes 956 hours of the taxpayer’s time while Tanzania 

it takes 183 hours to comply with 48 different tax payments. 

 

COUNTRY NO. OF 
PAYMENTS 

NO. OF HOURS 

Cameroon 44 630 

Congo 49 348 

Cote D’Ivoire 62 270 

Ghana 32 224 

Kenya 41 308 

Mozambique 37 230 

Nigeria 47 956 

Tanzania 48 176 

Zambia 38 183 

Zimbabwe 49 242 

  

Source: EY 2014 report 
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CAN WE TAX BETTER? 

There is a general consensus that there exists growth-friendly taxes 

i.e. taxes that have redistributive abilities and do not cause distortion 

to the economic choices in a free market environment. Unlike the 

developed economies, Africa still has space for expansion of the 

revenue base. The pervasive informal sector is one such area but even 

within the existing framework, exemptions, rebates, tax holidays are 

areas where additional revenue may be recouped. Some of the 

proposals put forward by the IMF include: 

(i) Reduction of corporate and personal income taxes as they 

impact on incentive to work; 

(ii) Adoption of a broad-based VAT regime with low rate and few 

exemptions/remissions as these distorts investment choices; 

(iii) Shift towards consumption taxes and property taxes as they 

are progressive in nature and thus can be used to tackle 

inequalities 

(iv) Increased spotlight on the “Davos men and women”- the High 

Net Worth Individuals who are reputed to be so footless that 

they have no permanent ties with any jurisdiction; 

(v) A more transparent, certain, stable, and efficient tax regime. 

Other areas of focus are: 

(i) Increased participation in global initiatives such as 

Transparency and Exchange of Information and other measures 

aimed at securing their bases; 

(ii) Increased tax coordination (or harmonization) at regional level 

especially in terms of operational practice and procedures;  

(iii) Take advantage of capacity-building initiatives carried out by 

organizations such CATA, ITIC and others and leveraging on 

automation of tax processes and procedures. 

Above all these, there is need for transparency on the part of the 

investors, both in their own corporate governance but also in their tax 

reporting. Initiatives such as EITI are laudable and will help dispel the 

often held (misguided?) notion that multinational corporations create 

value in Africa but channel their profits elsewhere.  

Some accounts by the civil society puts the tax loss from mispricing by 

the multinationals at USD 38 billion every year, an amount higher than 

the annual ODA. While some of these figures may be taken with a 
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pinch of salt, it still reinforces the perception that African may not be 

getting her fair share of tax revenue. This perception can only be 

reversed through increased transparency by all the parties involved.   

CONCLUSION 

As one commentator puts it “long lasting tax reforms often takes place 

in good economic times, when buoyant revenues can be used to 

compensate those on the short end of the reforms”. The positive tax 

revenue prospects in Africa signals that the time for reforms is nigh. 

Tax is a political tool as it is the contract that a government has with 

her citizens.  

As representatives of Governments I consider you very key in taking 

some of this agenda forward and mainstreaming them in your national 

priorities. Without the political will, such tax reforms, especially those 

touching on property and wealth taxes will prove very illusive. 

Donor support to tax has been marginal- approximately 0.006% of the 

total ODA in 2012. This means that some of the required reforms in tax 

administration may not be easily realised. This calls for intervention by 

the private sector to help these administrations, especially in areas of 

capacity building. I’m very grateful to ITIC who have always provided a 

platform for multi-stakeholder dialogue and hope that it is through this 

dialogue that will see “Africa Rising”.  

 

THANK YOU 

              

   

 

  

 


