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On 16 November 2020, Cameroon’s 
government published the 2020-
2030 National Development 

Strategy  (SND30), which operationalises the 
second phase of the emergence vision for 2035. 
This 10-year plan aims to implement favourable 
conditions for sustainable economic growth and 
an accumulation of national wealth through 
structural changes essential for industrialisation. 

The strategic objectives to be achieved can be 
summarised as follows:
 

·	 achieve approximately a double-digit 
economic growth

·	 attain the 25% threshold as the share of 
manufacturing production in GDP

·	 reduce poverty to less than 10% in 2035
·	 consolidate the democratic process 

and strengthen national unity 
while respecting the diversity that 
characterises the country

To achieve these clearly defined objectives, 
public authorities must increase their efforts to 
encourage local production. In other words, local 
producers need to be supported and supervised 
by being rewarded with a package of tax relief 
measures. The challenge is to promote the 
“made in Cameroon” and progressively reduce 
the dependence on manufactured products’ 
imports.

Among the choices made by the government 
is a range of tax practices that may encourage 
or discourage free enterprise. This second issue 
of the Tax Policy Letter presents the urgency 
of successful tax transition in Cameroon. As 
such, it highlights some acceptable tax practices 
in Sub-Saharan Africa that could inspire 
Cameroon in the 2020 to 2030 decade.

Beforehand, we present the factors explaining 
the tax burden in Cameroon. We show that the 
prevailing socio-economic conditions strongly 
influence the tax burden. However, variables 
referring to the informal sector’s predominance, 
the degree of digitalisation of the economy, and 
democracy and corruption also significantly 
affect taxation. Finding practical and rational 
solutions to these factors is essential to alleviate 
economic activity from asphyxiating taxation.

Also, we examine the issues and challenges of 
fiscal exemption in the agricultural sector in 

Foreword 
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Cameroon. The objective is to present the need 
to reduce dependence on imports and promote 
the “made in Cameroon.” This study shows that 
such a measure certainly generates losses in 
budget revenue in the short term, but allows the 
country to produce more and import less, which 
compensates for the deficit caused by removing 
specific tariffs non-tariff barriers.

We then analyse the sensitivity of foreign direct 
investment to taxation in Cameroon. Based on 
empirical work carried out by Pesse (2018), we 
show that taxation negatively influences FDI 
fluctuations. In other words, the attractiveness 
of FDIs would strongly depend on the 
authorities’ tax policy. This study encourages 
the Cameroon public authorities to reduce 
Cameroon companies’ tax burden to meet other 
sub-Saharan African countries.

We conclude the letter by illustrating the 
need to accelerate fiscal transition process in 
Cameroon. Indeed, based on Cameroon’s trade 

commitments with the rest of the world, it is 
clear that customs tax revenues will experience a 
significant decline in the coming years. However, 
achieving fiscal transition involves collecting 
more tax revenue domestically when customs 
revenues are reduced. To accomplish it in 
Cameroon, we recommend reducing the number 
of informal enterprises by at least 10% each year 
and accelerating the economy’s diversification 
process. We also recommend speeding up the 
tax administration’s digitalisation, further 
simplifying the tariff barriers to export local 
products and, revise the agreement establishing 
the preferential trade regime with certain 
countries by taxing a little more imported goods 
that can be produced locally.

Dr. William Hermann ARREY 
Interim Chief Executive Officer 

Fondation Denis & Lenora Foretia
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Analysis of the 
Determinants of Fiscal 
Pressure in Cameroon

Summary: This article aims to analyse the 
factors explaining the fiscal pressure in Cameroon. 
By considering World Bank data from 2000 to 
2020, we show that the prevailing socio-economic 
conditions strongly influence budgetary pressure. 
Variables such as the number of vulnerable jobs, 
internet users, democracy and corruption also affect 
taxation. Finding practical and rational solutions 
to these factors is necessary to relieve Cameroonian 
economic activity from asphyxiating taxation. 

Introduction

According to the ranking of the African Union 
(2018), Cameroon is the country of Central 
African Economic and Monetary Community, 
having the highest ratio of taxes to Gross 
Domestic Product (14.6%), followed by Congo 
(8.5%), Chad (7.1%) and Equatorial Guinea 
(6.3%). For this country, whose emergence is set 

for 2035, it is necessary to identify the factors 
influencing tax levies’ level. The aim is to reduce 
the tax burden on businesses and hamper their 
competitiveness.

State of the Fiscal Pressure in 
Cameroon Relative to Other 
CEMAC Countries

The annual “Paying Taxes” report compares the 
fiscal and social pressure on companies as well 
as the time spent on tax procedures around the 
world – just to mention these two indicators. In 
2020, this report indicated that Cameroon ranks 
181st out of 190 economies, where the rate of 
compulsory levies – taxation and contributions 
– for businesses is among the highest. The time 
spent on tax procedures is among the longest. 

Dr. Jean Cedric Kouam, Senior Economic Policy Analyst, Nkafu Policy Institute

Country General Ranking
Ease of Tax Payment 

Score

Fiscal and Social 
Pressure on 
Companies

Cameroon 181 36,3 57,7
Congo 185 26,8 54,3
Gabon 182 35,9 47,1

Equatorial Guinea 179 41,5 79,4
RCA 187 18,9 73,3
Chad 188 17,9 63,5

Table 1: “Paying Taxes 2020” Ranking for CEMAC Countries

Source: World Bank (2020)
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These statistics indicate that Cameroonian 
companies’ compulsory levies reached 57.7% of 
the profit tax in 2020 against Gabon’s 47.1%. This 
rate of 57.7% has not changed since the “paying 
taxes” rankings from 2017 to 2019. The fiscal 
and social pressure on Cameroonian companies 
can be explained by the heavyweight of advance 
payments on turnover made by companies each 
month.

Determinants of the Tax Burden 
in Developing Countries

Identifying the tax burden determinants would 
allow policymakers to shape their reforms 
by adapting them to their country’s specific 
context. Several factors explain the disparities in 
the tax burden between countries. In developing 
countries, these are mainly: the rate of trade 
openness, the level of development, the sectoral 
composition of the economy (agriculture, 
industry and trade), the population density, the 
rate of urbanisation, the size of the informal 
sector and the quality of the institutional 
framework.  

The rate of trade openness is obtained by 
adding the country’s exports and imports and 
dividing it by twice its GDP. This indicator 
explains a country’s fiscal pressure; customs 
revenues representing a significant financial 
windfall. This is due to the ease of identifying 
transactions at borders and levying taxes 
– excise duties on certain products such as 
alcoholic beverages or tobacco.

Per capita income is an essential determinant 
of the tax burden; tax levies are elastic to 
individuals’ incomes (Tait et al., 1979; Leuthold, 
1991). Indeed, as agents’ incomes increase, they 
create businesses, which generate additional tax 
revenues.

The sectoral composition of an economy 
would also influence the tax burden. Gupta, A. 
S. (2007) shows in this regard that countries 
with a larger agricultural sector – such as 
Chad, Cameroon and the Central African 
Republic – find it difficult to raise new taxes, 
unlike countries with an advanced industrial 
or commercial sector. One of the reasons for 
this is the difficulty of subjecting agricultural 
entrepreneurs to taxation.

7



The level of urbanisation influences the level of 
tax revenues in a country. Intuitively, countries, 
where tax administration is electronic, have less 
difficulty collecting taxes and therefore exert 
less pressure on taxpayers. Moreover, when 
the population is dense, the digitisation of 
procedures facilitates tax collection. Moreover, 
many taxpayers using online services to pay 
their taxes would reduce tax evasion due to 
corruption and fiscal incivility.

Tax pressure is high in countries where the 
informal sector is predominant; formal sector 
taxpayers tend to pay for agents operating in 
the informal sector. In Cameroon, nearly 90% 
of Small and Medium Enterprises are in the 
informal sector (INS, 2019), which could explain 
Cameroon’s poor ranking in the “Paying Taxes” 
ranking for several years.

The institutional framework would also 
influence the level of taxation of an economy. 
For many authors, such as Ghura (1998); 
Thomas and Trevino (2013), and institutionally 
stable country (good governance) will be able to 
raise more tax resources by putting less pressure 
on taxpayers.

Factors Explaining the Fiscal 
Pressure in Cameroon

This section identifies from the factors presented 
above; those would explain the fiscal pressure 
in Cameroon. The macroeconomic variables 
selected are the ratios: imports/GDP, exports/
GDP and money supply/GDP; the growth rate 
of per capita income; the number of vulnerable 
jobs to measure the weight of the informal 
sector; agricultural value-added as per cent of 
GDP; population density; the number of Internet 
users to measure the level of urbanisation.

The institutional variables considered in 
the analysis are socio-economic conditions, 
internal conflicts, democracy and corruption. 
The data used come from the World Bank – for 
macroeconomic variables – and the Polity IV 
Project Online – for institutional variables. They 
cover the period from 2000 to 2020.

Our results show that a 1% increase in the number 
of vulnerable jobs leads to an increase of about 
0.2% in Cameroon’s tax burden. A 1% increase 
in the number of taxpayers using the internet 
to fulfil their tax obligations would reduce the 
tax burden by 0.106%. Indeed, digitisation of tax 
services followed by an increase in the number 
of taxpayers using the internet to pay their taxes 
would reduce fiscal incivism.

Fiscal pressure in Cameroon would also depend 
on socio-economic conditions. According to our 
estimates, it appears that a 1% improvement in 
the economic conditions index leads to a 2,368% 
increase in the proportion of tax revenue in GDP.

The quality of democracy also affects the level of 
tax revenue in Cameroon. An improvement of 1 
point in democracy would lead to a 3,246 point 
drop in fiscal pressure level. Concerning the 
corruption index, we show that an increase of 1% 
leads to a rise of 0.858% in budgetary pressure.

The share of agricultural added value is not 
indicative of the level of the Cameroonian public 
levy. This translates into the fact that revenues 
from agricultural activities are relatively low and 
therefore constitute small tax deposits.

FISCAL POLICY LETTER
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Conclusion and Policy 
Recommendations

The results show that Cameroon’s fiscal 
pressure is strongly explained by the informal 
sector’s predominance, tax administration 
materialisation, socio-economic conditions, 
the quality of democracy, and corruption. The 
low proportion of agricultural value-added in 
the Gross Domestic Product observed results 
from the fact that this sub-sector is still taxed 
and contributes very little to the increase in tax 
revenue.

The growth rate of per capita income, rate of 
trade openness and agricultural value-added 
does not explain Cameroon’s high tax burden. 
However, the number of vulnerable jobs, socio-
economic conditions, and corruption increase 
fiscal pressure. On the other hand, the increase 
in the number of taxpayers using the internet 
to pay their taxes, and the improvement of 
democracy would reduce the level of fiscal 
pressure in Cameroon.  

·	 Cameroonian government should 
increase efforts to reduce the size of 
the informal sector in the economy:

	Simplifying the conditions for 
granting credit and administrative 
formalities – digitisation of 
procedures;

	Multiplication of business 
incubator whose aim is to support 
and monitor companies from 
their creation to maturity in each 
municipality of the country;

·	 Cameroonian authorities need to 
multiply strategies to strengthen 
the resilience of the economy and 
improve socio-economic conditions. 
This includes the definitive resolution of 
the sociopolitical crisis in the English-
speaking regions – North-West and 
South-West – and accelerating the 
economy’s diversification to enhance 
socio-economic conditions –access 
to market, free circulation of peoples 
and goods, reasonable and equitable 
redistribution of resources, etc;

·	 Continue with the tax 
administration’s digitalisation – 
dematerialisation of procedures – 
considerably reducing corruption and 
fiscal incivility problems.

OVERCOMING THE CHALLENGE OF FISCAL TRANSITION IN CAMEROON
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Fiscal Exemption in the Agricultural 
Sector: Stakes and Challenges for 
the Economy of Cameroon

Summary: To achieve the objectives, set in the 
2020-2030 National Development Strategy, the 
government of Cameroon has defined a series 
of measures aimed at strengthening resilience 
to shocks in several sectors of activity including 
agriculture. Among these measures are tax 
waivers and exemptions. This article examines 
the stakes and challenges of tax exemption in 
the Cameroon agricultural sector. The aim is to 
reduce the economy’s dependence on imports 
and promote “made in Cameroon.” However, 
while such a measure generates losses in budget 
revenue in the short term, it nevertheless allows 
the country to produce more and import less, 
which compensates for the deficit caused by 
the suppression of specific tariff and non-tariff 
barriers.

Introduction

To achieve emergence by 2035, Cameroon has 
been committed, since April 2003,1 to revise its 
existing sectoral strategies – mainly, agriculture, 
trade and industry. Among the main measures 
taken to achieve this, there has been a specific 
progressive tax exemption in the agricultural 
sector, notably through:

·	 Tax and customs duty exemptions on 
agricultural equipment and inputs 
to strengthen the support of second-
generation agriculture and guarantee 
the country’s food self-sufficiency in 
mass-consumption products

1.  Date of the development of the first Poverty Reduction Strategy Document (PRSP). 
2.  https://www.inter-invest.fr/actualites/defiscalisation/00193/defiscalisation-definition

·	 Exemption from corporate income 
tax for Common Initiative Groups and 
cooperatives during their first year of 
activity

Despite these advances, agricultural taxation 
remains a significant concern for Cameroon’s 
economy, which is still not very diversified 
and essentially focused on exporting essential 
products. According to the World Bank (2019), 
employment in Cameroon’s agricultural sector 
represents nearly 42.9% of total employment 
against 15.1% for industry and 42.1% for services. 
In addition to oil, which alone accounts for more 
than 8% of GDP, agriculture is classified as one 
of the economy’s essential sectors.

Regarding the numerous fluctuations in oil and 
other commodity prices observed in recent years 
on world markets, there is an urgent need to 
multiply strategies to promote critical sectors of 
activity, including agriculture.
 
The question currently being asked is whether 
tax exemption for the agricultural sector is 
an asset or a constraint for the economy’s 
emergence. 

The Stakes of Agricultural Fiscal 
Exemption in Cameroon

Tax exemption Consists of no longer subjecting 
specific income sources to taxes or reducing the 
tax payable to tax authorities.2 In the Cameroon 

Dr.  Jean Cedric Kouam, Senior Economic Policy Analyst, Nkafu Policy Institute
M. Jean Maurice Tchegho, Research Intern, Nkafu Policy Institute
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agricultural sector, one of the aspects of tax 
exemption is linked to Article 5 paragraph 3 
of the Finance Law 2021 of Cameroon which 
stipulates that [...] imported capital goods3 
intended for agriculture, animal husbandry and 
fishing are exempt of all customs duties and 
taxes.

The stakes of agricultural tax exemption are high 
and can have a positive impact on the economy. 
First of all, it contributes to the achievement 
of sustainable development goals 4 set by the 
United Nations for the year 2030. These include 

3.  These are ploughs, motor cultivators and agricultural, horticultural or forestry machinery and equipment; parts of agricultur-
al, horticultural or forestry machinery and equipment; agricultural tractors with combustion, internal combustion and agricul-
tural engines; other machinery and equipment for harvesting agricultural products, including straw or fodder balers; machinery 
and equipment for food preparation apparatus or animal feeding stuffs; milking machinery for agriculture and livestock farming; 
dairy machinery and equipment, etc.
4.  https://www.un.org/sustainabledevelopment/fr/objectifs-de-developpement-durable/
5.  loi N° 2009/019 du 15 décembre 2009 portant fiscalité locale

SDG 1 - No Poverty; SDG 2 - Zero Hunger; SDG 8 
- Decent Work and Economic Growth; and SDG 
12 - Responsible Consumption and Production. 
While it is true that Cameroon agricultural 
producers are not strictly subject to direct 
taxes, they nevertheless continue to face a 
high indirect tax burden through the exclusive 
withholding tax of the patent payment, personal 
income tax and value-added tax,5 depending on 
the type of activity. Therefore, agricultural tax 
exemption could improve these businesses’ 
competitiveness and resilience, often 
vulnerable to exogenous shocks, particularly 

12
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falls in the prices of products sold on the 
markets.

Agricultural tax exemption can also strengthen 
the country’s food security and sovereignty, as 
desired by the government and its international 
partners, notably the World Food Programme 
and the United Nations Fund for Agriculture. 
Food insecurity affects nearly 25% of the 
population.6 In reality, this tax exemption, 
which will have as a corollary the reduction of 
production costs, could promote better sub-
regional integration – between countries of 
the Central African Economic and Monetary 
Community – but also continental integration – 
within the framework of the African Continental 
Free Trade Area,7 abbreviated as AFCFTA. 
Cameroon will then have the opportunity to 
supply the markets of other countries.

Also, the agricultural tax exemption would 
make it possible to reduce poverty in the 
rural world, which will affect more than 11 
million people in 2019, that is, nearly 45% of the 
population, according to World Bank data.8 In 
Cameroon, poverty is higher in rural areas – 66% 
– than in urban areas – 7%. For example, in the 
far north of Cameroon, where agriculture is the 
main economic activity, poverty affects nearly 
76% of the population. This poverty among 
farmers persists despite the fiscal measures put 
in place by the public authorities to support this 
sector – corporate tax exemptions for ICMs, tax 
exemptions on the import of agricultural tools, 
etc.

Moreover, the agricultural tax exemption would 

6.  http://extwprlegs1.fao.org/docs/pdf/cmr146628.pdf
7.  https://au.int/sites/default/files/treaties/36437-treaty-consolidted_text_on_cfta_-_fr.pdf
8.  https://données.banquemondiale.org/indicator/SP.RUR.TOTL?end=2019&locations=CM&start=1960&view=chart
9.  Benjamin, N., S. S. Golub and A.A. Mbaye (2012) “Informality, Regional Integration and Smuggling in West Africa,” (with Aly 
Mbaye and Nancy Benjamin)., Paper presented at the World Customs Organization Conference on Informality, International 
Trade and Customs, Brussels, June 3-4. 
10.  Brun J.-F., Chambas G. et Combes J.-L., La politique fiscale agit-elle sur la croissance ? Revue d’Economie du Développe-
ment,1999.

gradually shift many agricultural enterprises 
from the informal to the formal sector. When 
considering the determinants of informality 
presented by Benjamin and Mbaye (2012),9  
namely: the size of the activity, the registration 
of the activity with a given administration, 
the payment of taxes, honest bookkeeping, 
mobility of the workplace, access to bank credit 
and the existence of social security coverage 
for employees, the agricultural sector remains 
compartmentalised in informality, which 
constitutes a real shortfall for the national 
economy. 

In the literature, several authors have shown the 
importance of tax exemption for the agricultural 
sector. For example, Brun et al. (1999)10 show 
that taxes on agricultural exports, when they are 
significant, are a factor of lower economic growth 
insofar as they encourage the development of 
fraudulent trade at the country’s borders. 

Challenges Related to Fiscal 
Exemption of the Agricultural 
Sector in Cameroon

The main consequence of fiscal exemption in 
the agricultural sector in Cameroon is the fall in 
budget revenue from export duties and taxes on 
cash crops. These exported agricultural produce 
include: Cocoa (11.67% in 2019 as against 5.63% 
in 2012), Coffee (0.44% in 2019 as against 1.4% 
in 2012), Cotton (4.27% in 2019 as against 2.02% 
in 2012), Wood (9.71% in 2019 as against 10.15% 
in 2012) and Banana (0.79% in 2019 as against 
1.38% in 2012). 
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Source: NIS11

An examination of data 
from the finance laws of the 
State of Cameroon between 
2010 and 2020 show that 
customs duties and export 
taxes have increased from 
6 billion FCFA in 2010 to 
32 billion FCFA in 2020, 
representing 1.1% of tax 
revenue today. For the 
Cameroon economy, the 
reduction of export duties 
and taxes on agricultural 
produce would undoubtedly 
cause a decrease in national 
budget revenues. However, 
this decrease would rapidly 
be counteracted by the 
benefits triggered by the 
competitiveness of national 
agricultural enterprises. 
The added value of the 
agricultural sector in Cameroon, which has been 
stagnant for several years as illustrated in Figure 
1 below, could thus improve in the coming years. 

11.    National Institute of Statistics
12.   It is an economy in which the bulk of the local production is exported in order to import manufactured goods to meet 

This figure shows that contributions of export 
earnings to GDP in the selected countries have 
varied widely over the past several years, which 
creates serious difficulties for their mainly 
extroverted economies12. According to Araujo-
Bonjean and Chambas (1998), fluctuations in 

Source: World Bank (2019)

Figure1: Trends in the Ratios of “Exports to GDP” and 
“Agricultural Value Added to GDP” in Some Sub-Saharan 
African Countries

Table 1: Cameroon's main agricultural exports between 2012 and 2019 (in billions of CFA francs)

Years 2012 2013 2014 2015 2016 2017 2018 2019
Agricultural exports

Cocoa 165.5 182.4 228.7 463.3 461.2 310.2 308.5 355.5

Cafe 41.4 18.8 28.1 31.4 28.8 23.9 18.9 14.5

Cotton 59.6 70.2 64.1 98.1 87.4 95.3 117 130.3

Wood 298.4 274 321.7 289.1 283 288.7 304.7 296

Banana 40.7 41.1 39.6 36.4 38.8 36.4 34.2 24.2

Other commodity exports

Crude oil 1093.4 1281.7 1281.7 1134.4 732.4 818.6 873.9 1030.5

Gaz - - - - - - 190.7 243.5

Miscellaneous 1162.4 1048.3 1182.6 908.2 991.8 981.8 918.3 870.2

Total 2939.2 3003.7 3244.5 3085.6 2724.7 2674.9 2869.3 3047.2
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export earnings from the agricultural sector in 
developing countries represent one of the major 
factors in the unsustainability of public finances 
given the lack of diversification of economies 
coupled with the pro-cyclical nature of budgetary 
policy13 (Guillaumont and Tapsoba, 2011)14.

Moreover, if the fiscal exemptions registered in 
the agricultural sector do indeed benefit farmers 
and livestock breeders, it remains that they 
represent a real challenge for the fiscal transition 
process initiated several years ago by the 
Cameroon authorities. Indeed, the liberalisation 
of trade on a sub-regional, continental and even 
global scale now requires a significant reduction 
in customs tariffs. State budget revenues must 
therefore be channelled more towards domestic 
tax revenues, which constitutes a real challenge 
for the competitiveness of national companies, 
more than 90% of which operate in the informal 
sector (NIS, 2018)15. 

Conclusion and Policy 
Recommendations

The agricultural tax exemption has enormous 
advantages for Cameroon’s economy, especially 
farming enterprises, which are often fragile. 
The stakes here are both economic and social. 
Overall, they participate in the commitments 
and ratifications duly signed by Cameroon, 
which aspires to an international influence and 
emergence by 2035. At the risk of constituting 
a shortfall for the economy – due particularly 
to the resulting fall in budget revenues, which 
could slow down the fiscal transition process 
that has begun – it is advisable to find fair and 
equitable alternative solutions. Accordingly, we 
make the following recommendations:

·	 Eradicate informality in the agricultural 
sector through constant support and 
in-depth monitoring of farmers and 
farming enterprises – technical and 
pedagogical assistance, access to 
financing. This would reduce financial 

needs of populations.
13.   Public expenditure tends to rise when budget revenues rise and to fall when they fall.
14.  Guillaumont S. J. et Tapsoba S. J. (2011): « Pro cyclicité de la politique budgétaire et surveillance multilatérale dans les 
unions monétaires africaines », Working Papers halshs-00554337, HAL 
15.  https://ins-cameroun.cm/type-de-statistique/entreprises/ 

poverty in this sector while promoting the 
competitiveness of local businesses;

·	 Increase by 2 to 3 percentage points the 
excise duties on imported goods that 
can be produced locally – rice, refined 
oils, pasta, wines, liquors, etc. The stake 
is to preserve emerging national companies 
from foreign competition and compensate 
for the losses relative to the drop-in export 
tax rates on local product; 

·	 Create agricultural banks in each 
country’s region to facilitate access 
to financing for farming enterprises 
and cooperatives. These companies and 
cooperatives will thus benefit from regular 
guarantees from the state and individual 
private incubators;

·	 Create a special fund to support national 
agriculture – special guarantee fund for 
agriculture and livestock or particular 
account for the support and development 
of agricultural and agro-pastoral 
activities – voted by parliament, and 
enshrined in Cameroon’s State’s finance law; 

·	 Increase the budget allocated to the 
Ministry of Agriculture and Rural 
Development to improve agricultural 
sectors’ productivity and competitiveness 
and modernise rural and production 
infrastructures. The payment credits 
granted to this ministerial department 
amount to CFA F86.96 billion in 2021 (1.86% 
of the State budget) against 72.65 billion in 
2020 (1.65% of the State budget), that is, 
an increase of 0.21 point. These payment 
credits for MINADER should be at least 
5% of the state budget in the coming years 
to strengthen Cameroon’s agricultural 
system’s resilience. 
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Taxation and Foreign 
Direct Investments in 
Cameroon

Summary: This note’s objective is to analyse 
the sensitivity of foreign direct investments 
(FDIs) to taxation in Cameroon to implement 
the national development strategy 2020-
2030. The note collects secondary data from 
various sources, including the World Bank’s 
Doing Business reports, the United Nations 
Industrial Development Organization’s 
survey, and statistics from the United Nations 
Conference on Trade and Development to 
name a few. Drawing on Pesse (2018) empirical 
work, the note shows that taxation negatively 
influences FDIs fluctuations. In other words, 
the attractiveness of FDIs would depend 
heavily on the authorities’ fiscal policy. In a 
global context of declining FDIs, the following 
recommendations are made: (i) Reduce the 
corporate tax burden in Cameroon to bring 
it in line with the sub-Saharan average, 
and (ii) Merge certain ministries to limit 
public operating expenditures – which are 
unproductive most of the time – and encourage 
the development of private initiatives.

1.   For fiscal year 2021, upper-middle-income economies are those with a Gross National Income per capita between $4,046 
and $12,535 (World Bank, 2021). Link: https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-coun-
try-and-lending-groups
2.   http://nada.stat.cm/index.php/catalog/16/datafile/F1/V54
3. http://slmp-550-104.slc.westdc.net/~stat54/downloads/2018/Note_des_principaux_resultats_du_RGE-2_du_29_mars.pdf

Introduction

The Cameroonian authorities have adopted, 
in November 2020, a document entitled: 
“National Development Strategy 2020 to 
2030 for structural transformation and 
inclusive development.” This document 
makes it possible to operationalise the 
second phase of the country’s long-term 
strategic vision. In this phase, Cameroon 
intends to cross the threshold of upper-
middle-income countries1 from 2020 to 
2027. To do so, the country is counting 
on the dynamism of the private sector. 
Indeed, a careful reading of the national 
development strategy reveals that the 
national and foreign private sector will have 
to invest more than 60% of the resources 
needed for structural transformation (page 
137). However, entrepreneurs in Cameroon 
face many obstacles in the development 
of their activities. Among these obstacles, 
taxation is the first constraint in the 20092 
and 20163 general business censuses. 
Thus, this note’s objective is to analyse the 
sensitivity of foreign direct investments to 

Ulrich D’POLA KAMDEM, Senior Economic Policy Analyst, Nkafu Policy Institute
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taxation in Cameroon. We first present the 
characteristics of foreign direct investments 
in Africa. Next, we examine the influence 
of tax policy on foreign direct investments. 
Finally, we propose some economic policy 
recommendations. 

Characteristics of Foreign Direct 
Investments in Africa

To have a good understanding of the 
characteristics of foreign direct investments 
in Africa and Cameroon, it is essential 
to clarify the concept of foreign direct 
investments. According to Beitone et al. 
(2010),4 FDIS can be defined as an operation 
whereby an investor based in one country 
–home country – acquires an asset in 
another country – host country – intending 
to manage it. According to the Banque de 
France, foreign direct investments occur 
when the investor controls at least 10% of 
its capital whose shares he has acquired. 
Regarding foreign direct investments’ 
characteristics, a survey conducted by the 
United Nations Industrial Development 
Organization5 identifies some major trends. 
Firstly, FDIs destined for Africa is, for the 
most part, directed towards eight key sectors. 
However, they are directed towards only five 
major sectors for Cameroon. Table 1 below 
gives the distribution.  

4.   Beitone et al. (2010). Dictionnaire de science économique. 3eme édition revue et augmentée. Arman Colin. Page 267.
5.  The UNIDO survey covered a sample of countries in sub-Saharan Africa in particular: Burkina Faso, Cameroon, Ethiopia, 
Kenya, Madagascar, Mozambique, Nigeria, Tanzania, Senegal, Uganda. A total of 758 companies with more than 30% foreign 
capital were selected for the survey.  The survey focused on the manufacturing activities of foreign companies. Link: https://
www.unido.org/sites/default/files/2009-04/Investisseurs_etrangers_en_afrique_enquete_2003_0.pdf

Table 1. Key Sectors of FDIs in Africa and 
Cameroon

I.1. Key Sectors of FDIs in Africa

a. Food and beverages 16%

b. Paints, soaps, detergents 10%

c. Agriculture and tobacco 8%

d. Clothing items 6%

e. Wood, pulp and paper 
products

5%

f. Metal products 5%

g. Machines 5%

h. Financial intermediation 5%

i. Others 40%

Total I.1. 100%

I.2. Key Sectors of FDIs in Cameroon

a) Food and beverages 22%

b) Wood and paper 12%

c) Agriculture and tobacco 8%

d) Transportation and 
storage

8%

e) Financial intermediation 8%

f) Others 42%

Total I.2. 100%

Source: Author (data from UNIDO, 2003).

Second, we note that 37% of FDIs are worth 
less than $1 million, and only 25% of FDIs are 
worth $10 million or more. The observation 
of trends shows that the European Union’s 
share as a source of new investment is 
declining, while that of Asia is increasing 
sharply. Specifically, five emerging countries 
– Brazil, China, India, South Africa, and 
Malaysia – are gradually establishing 
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themselves as an essential source of FDIs in 
Africa.
  
The characteristics presented above are not 
exhaustive and are not fixed. They depend on 
several factors that have been highlighted in 
empirical works on FDIs.

Influence of Tax Policy on 
Foreign Direct Investment

There are generally three levels of studies 
on FDIs. The first level consists of assessing 
the factors that influence the firm’s export/
production relocation trade-off choice. 
The second level aims at analysing the 
determinants of the choice of investment 
location. Finally, the third level focuses 
on the factors influencing the investment 
amount once the location has been chosen.

Based on the first and third levels of analysis, 
Pesse (2018)6 assessed the sensitivity of 
foreign direct investments to taxation for a 
sample of 12 sub-Saharan African countries, 

6.   http://www.issr-journals.org/links/papers.php?journal=ijias&application=pdf&article=IJIAS-18-118-02 
7.   The countries in the sample are: Cameroon, Central African Republic, Congo, Cote d’Ivoire, Democratic Republic of Con-
go, Gabon, Ghana, Kenya, Mali, Niger, Senegal, and South Africa.

including Cameroon.7 The estimates show 
that in all these countries except Niger, tax 
causes – in the Granger sense – FDIs on the 
one hand. On the other hand, the author 
shows that high taxation has a negative 
influence on FDIs fluctuations. Indeed, 
when the tax rate increases by 1%, FDIs 
declines by 0.48% in the long term and 0.61% 
in the short term. The author concludes that 
there is a strong sensitivity between the 
variation of FDIs and taxation. Therefore, 
the attractiveness of FDIs would depend 
heavily on the fiscal policy implemented by 
recipient countries. 

Given all the above, Cameroonian public 
decision-makers need to consider and 
implement some reforms.

Conclusion and Policy 
Recommendations

According to the United Nations Conference 
on Trade and Development, in 2019, FDIs 
flows to Africa fell by 10% to $45 billion. This 
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situation has worsened with the coronavirus 
pandemic. Thus, in the context of declining 
FDIs, high taxes8 reduce countries’ ability 
to attract external resources on the 
one hand and contribute to tarnish the 
attractiveness of the country on the other. 
The Cameroonian authorities should 
consider the following paths to attract more 
foreign direct investments and facilitate the 
structural transformation of the economy:

·	 Reduce the corporate tax burden 
by 10% to bring it in line with the 
sub-Saharan average estimated at 
47.3%. According to the World Bank’s 
Doing Business Index, this tax burden 
stands at 57.7% of profit in Cameroon 
(2020).9 Certainly, the Cameroonian 
authorities have considered reducing 
the corporate tax rate by 2% in 2021 
- from 30% to 28%. However, the tax 
burden on companies remains high. The 
Rwandan model where the tax burden 
is 33.2% could inspire Cameroon. For 
example, Rwanda reduced its corporate 
tax rate by 5 per cent from 35 per cent 
in 2006 to 30 per cent since 2007. This 
tax rate reduction has had the direct 
consequence of sustaining the last 
decade’s economic boom, helping to 
make the country a major destination 
for foreign direct investment in Africa. 
Thus, in 2018, Rwanda captured 
more than $2 billion in foreign direct 
investments while Cameroon captured 
only $765 million;

8.   Taxation refers to all taxes collected by public authorities (Beitone et al., 2010, page 225).
9.   https://www.doingbusiness.org/content/dam/doingBusiness/country/c/cameroon/CMR.pdf

·	 Reduce the state’s size in the 
economy to limit public operating 
expenditures (unproductive most 
of the time) and encourage the 
development of private initiatives. 
It has been shown that countries 
with limited government size in the 
economy are less corrupt and promote 
economic freedoms more. One 
possibility in Cameroon would be to 
merge certain ministries. For example, 
a single ministry of education would 
combine the current ministries of 
basic, secondary, and higher education. 
In contrast, a single ministry of labour 
would combine the current ministries 
of the civil service, employment and 
vocational training, and labour and 
social security. These mergers’ savings 
should be redirected to support job 
creation in manufacturing firms located 
or wishing to locate in Cameroon.

·	
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Accelerate the Fiscal 
Transition Process in 
Cameroon

Summary: The adoption of a Common External 
Tariff within the framework of sub-regional 
integration and the ratification of the agreement 
on the African Continental Free Trade Area will 
impact the level of Cameroonian tax revenues in 
the coming years. To compensate losses of customs 
revenue resulting from trade liberalisation, it 
is essential to accelerate the fiscal transition 
process. Success would achieve economic growth 
projected in the National Development Strategy 
2020-2030. To succeed, we recommend reducing 
at least 10% of the number of informal businesses 
each year, speed up the process of diversifying the 
economy, accelerate the modernisation of the tax 
administration, further simplify the tariff barriers 
to the export of local products and taxing imported 
products a little more.

Introduction

Cameroon belongs to several economic areas 
(CEMAC1[1], ECCAS2[2],) and is, therefore, 
subject to the various common external tariffs 
put in place. On 19 July 2019, the Cameroonian 
authorities ratified the African Continental Free 

1.  Economic and Monetary Community of Central Africa (Cameroon, Congo, Gabon, Equatorial Guinea, Central African 
Republic and Chad). 22Economic Community of Central African States.

2 

Trade Area agreement on the 21st of March 
2018 in Kigali, Rwanda, with 43 other African 
countries. This agreement would be one of the 
most ambitious trade agreements on the African 
continent because it goes beyond considerations 
of eliminating tariffs and quotas on trade in 
goods. AfCFTA could indeed bring together 
nearly 1.3 billion people and create an economic 
block of 3.4 trillion dollars. Thus, it would enable 
African economies to strengthen South-South 
cooperation and conquer new markets while 
diversifying their supply and income sources. To 
benefit from these advantages, Cameroon, like 
most countries that have ratified this agreement 
must take up certain major structural challenges 
to be more competitive. It includes achieving a 
better fiscal transition.

Fiscal Transition: An Optimal 
Solution to Compensate Customs 
Revenue Losses

Fiscal transition aims to change the structure 
of state tax revenues given broadening the tax 
base through productive taxation. It allows 
compensation for tax revenue losses due to 

Dr.  Jean Cedric Kouam, Senior Economic Policy Analyst, Nkafu Policy Institute
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the implementation of a common external 
tariff within an economic space – lower taxes 
and import and export duties. The abolition of 
certain customs barriers and subsequent fall in 
gate revenues is replaced by internal tax levies 
and non-oil tax revenues. As an illustration, 
Cameroon and the European Union concluded 
an Economic Partnership Agreement on 17 
December 2007, signed in January 2009 and 
approved by the European Parliament on 13 June 
2013. This agreement was ratified by Cameroon 
on 22 July 2014 and provisionally applied from 
4 August 2014. According to this agreement, 
Cameroon and the European Union countries 
opt for an increase in tariff dismantling – tariff 
reduction – on consumer goods – milk, rice, oil, 
etc. – imported from the EU to Cameroon. As a 
result, their customs duties will be reduced from 
25% to 50%. Also, equipment, machines, and 
tools intended for local production units will 
reduce their customs tariffs by more than 15%.

A small increase in customs revenue resulting 
from Cameroon’s trade commitments with the 
rest of the world now requires broadening the 
tax base without compromising companies’ 
competitiveness and taxpayers’ welfare – 
individuals. According to the Ministry of 

Finance, non-oil tax revenues in Cameroon have 
increased from 855.7 billion to 1 724.8 billion in 
2020, increasing 50.38% in relative terms and 
869.1 billion in absolute terms. For its part, 
Customs tax revenue was estimated at XAF 
650 billion in 2020 against XAF 503.5 billion in 
2010, an increase of 22.61%.

Stakes of a Successful Fiscal 
Transition in Cameroon

National Development Strategy 2020-2030 
implemented by the Cameroonian government 
aims to increase the GDP’s secondary sector 
share from 28.2% in 2018 to 36.8% by 2030. 
The manufacturing value-added estimated at 
12.9% in 2016 would rise to 25% in 2030; while 
exports of manufacturing products would 
increase from 26.25% in 2015 to 54.5% in 2030. 
This economic growth model, spearheaded by 
the manufacturing industry, would increase 
total factor productivity by an average 
contribution of 5% to 16% to a target of 30% to 
40% of GDP growth rate in the medium and 
long term. However, export tariffs remain quite 
high in Cameroon, penalising many national 
companies’ competitiveness and profitability.

Figure 1: Comparison 
of Cameroon’s Export 

Taxes (% of Tax 
Revenues) With Those 
of Some Sub-Saharan 

African Countries

Source: Author Based on World 
Bank Data (2018)
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As shown in figure 1 above, the level of export 
taxes as a percentage of tax revenue in Cameroon 
remains far higher than in other African countries. 
Indeed, these countries have made good progress 
in the fiscal transition process, which includes 
significantly reducing export tariffs to facilitate 
domestic firms’ competitiveness and maximise 
domestic revenue.

In Cameroon, the informal sector’s predominance 
complicates tax revenues’ optimisation; companies 
operating in this sector have limited tax 
administration relations. Unregistered activities, 
both with regards to turnover and value-added, 
characterises this fraudulent sector, which in 
addition to diverting value-added tax, also 
collects certain indirect taxes on its employees and 
assimilated (Sani, 2009)3[3]. 

3 
4.  23 Mahaman Sani. Secteur non enregistré et mobilisation fiscale dans les pays en développement (PED): le cas des pays 
d’Afrique au sud du Sahara (PASS). Sciences de l’Homme et Société. Université d’Auvergne - Clermont-Ferrand I, 2009. Fran-

çais. fftel-00356166f. 
 Chambas G. (2005): TVA et transition fiscale en Af Chambas G. rique: Les nouveaux enjeux: Afrique Contemporaine n° 
215/2005/3.

The persistence and expansion of the unregistered 
and fraudulent sector could lead to the 
disappearance of the formal sector enterprises, 
which play a central role in tax collection 
(Chambas, 2005)4[4]. There is, therefore, an 
urgent need to convert the almost 90 per cent 
of small and medium-sized enterprises in the 
country into formal enterprises. Such a winning 
strategy would facilitate the fiscal transition, 
notably through the more effective and efficient 
mobilisation of budgetary resources.

Figure 3 below shows the level of income, 
profits and capital gains taxes levied on real or 
estimated personal income, corporate profits 
and capital gains whether or not they are realised 
on land, securities or other assets in a few Sub-
Saharan African countries. This representation 
is sufficient evidence that the levying of these 
taxes in Cameroon remains lower than in 
several regions.
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Another factor, favourable to fiscal transition 
in Cameroon would be the diversification of the 
economy; whose budgetary revenues remain 
dependent on revenues from oil, the main 
export commodity. This diversification of the 
economy would come from the intensification 
of competition between enterprises and the 
development of national and sub-regional value 
chains through free enterprise (Kouam, JC et al., 
2020)5[5]. Indeed, increased competition among 
enterprises boosts domestic exports’ productivity 
and competitiveness and reduces consumer 
prices through more efficient allocation of 
resources and increased investment. In the 
same line, the development of value chains 
conditioned by the intensification of trade with 
the rest of the world could be an opportunity to 
promote the country’s industrialisation process 
and accelerate growth. This would multiply 
non-oil tax revenues.

5.   https://nkafu.org/strategies-pour-lacceleration-du-processus-de-diversification-economique-en-afrique-subsaharienne/

Conclusion and Policy 
Recommendations

The implementation of the African continental 
free trade area and adopting a common external 
tariff for CEMAC countries are likely to reduce 
states’ customs revenues; the first step in the 
fiscal transition process. For Cameroon, whose 
tax revenue estimates are projected to exceed 
54% of the total budget in 2021, it is urgent to 
develop an effective strategy to compensate for 
the loss of customs revenues. 

Accelerate the fiscal transition process is 
necessary for achieving the 8% growth rate 
projected in the National Development Strategy 
2030. To succeed on this path, it is essential to:

·	 Review the agreement establishing 
the preferential trade regime with the 
European Union. Indeed, this regime that 
provides for the reduction or exoneration 
of customs duties on imports is not 
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very profitable for Cameroon because it 
facilitates the entry into the market of many 
European products that can be produced 
locally (flour, oil, rice, etc.). Some Cameroon 
products exported to Europe remain 
subject to certain constraints known 
as “standards and qualities”. Moreover, 
Cameroon mainly exports semi-finished 
products to the detriment of local industry 
(cocoa, coffee, wood, crude oil, timber, etc.). 
The State should establish preferential 
customs tariffs with States from which 
it hopes to benefit from a counterpart to 
boost local manufacturing production, 
which is still weak (technology 
transfers, regular updating on technical 
requirements, standards, sanitary and 
phytosanitary norms, international 
certificates of conformity, research and 
development, etc). Such a measure would 
strengthen the competitiveness of national 
companies vis-à-vis foreign firms, ensure 
their sustainability and the viability of 
public finances;

·	 Set a clear and realistic target regarding 
the number of clandestine enterprises to 
be formalised each year. Broadening the 
tax base through the levying of taxes and 

duties stolen by these companies would 
increase budget revenues while preserving 
the legal and registered sector; threatened 
with disappearance due to “unfair” 
competition from the unregistered sector. 
A target of 10% would make it possible to 
reduce existing informality – nearly 90% of 
SMEs – by 2030;

·	 Accelerate the process of diversification 
of the Cameroonian economy. The 
stake is to improve internal taxation – 
broadening of the tax base. This implies 
competition between companies – free 
enterprise and free competition – and 
national value chains development;

·	 Accelerate the digitalisation of the 
tax administration to reduce fiscal 
in civism and corruption problems. It 
would facilitate the fiscal transition by 
optimising the resulting tax revenues;

·	 Further, simplify tariff barriers to 
Cameroonian exports and tax imports 
a little more. This strategy which aims to 
promote social entrepreneurship.
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Summaries of articles of the previous 
number- Lettre de politique fiscale: What 
fiscal policy in Cameroon after 2020?

Analysis of the Fiscal Dynamics 
Cameroon in 2020

By Ulrich D’POLA KAMDEM 
Senior Economic Policy Analyst, Nkafu Policy 
Institute

The objective of this note is to analyse the fiscal 
dynamics of Cameroon in 2020. Based on the 
Republic of Cameroon’s finance laws, the note 
shows that Cameroon derives its tax revenues 
from two main sources: direct and indirect taxes. 
However, it is observed that the upward trend in 
Cameroon fiscal policy in previous years faded 
in 2020 with the occurrence of the coronavirus 
pandemic. To start a serene recovery in 2021, the 
note proposes that the Cameroon authorities 
should directly activate three levers: reducing the 
state’s standard of living, improving capital or 
investment expenditure, and fiscal support for 
formal enterprises.

The Role of Public-Private Partnerships 
in the Implementation of Online Tax 
Payment in Cameroon

By Dinga Appolinaris Tambi
Research Assistant, Nkafu Policy Institute

Most countries have adopted Public-Private 
Partnerships because of its effectiveness to 
attain economic development. While Cameroon 
since 2010 has been using this approach in the 

infrastructure and energy sectors, it is time to 
widely extend the use of PPP to overcome the 
challenges of digitalisation and become a digital 
economy in the context of emergence by 2035.

Implications of the Recent Phone Tax 
in Cameroon and Key Lessons from 
Rwanda

By Henri Kouam Tamto
Economic Policy Analyst, Nkafu Policy 
Institute

COVID-19 has disrupted economic activity 
across Cameroon, denting exports and reducing 
government revenues in the process. The government 
imposed a new digital tax that has been reversed 
following demands from the President of the 
Republic. This letter provides a detailed analysis 
of the implications of this punitive tax on domestic 
spending, financial inclusion and the adoption of 
domestic reforms. It proposes recommendations, 
drawing from Rwanda’s experience.

Fiscal Decentralisation and Fiscal Policy 
in Cameroon

By Dr Vera Kum
Fellow in Economic Affairs, Nkafu Policy 
Institute

This paper seeks to explore the relationship 

Kouam, J.C., Kum, V., D’Pola, K.U., Kouam, H., Dinga T., (2020) « What fiscal policy in 
Cameroon after 2020? », Lettre de politique fiscale, Nkafu Policy Institute, Denis & Lenora 
Foretia Foundation, Décembre 2020, 1ére édition.
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between fiscal decentralisation and fiscal policy in 
Cameroon. To this effect, it is essential to note that, 
budgetary decentralisation is all about the central 
government’s passing of budgetary authority to 
elected sub-national governments in the form of 
the power to make taxing and spending decisions 
(Bahl, 2008). This is in no small extent has some 
effects on Fiscal policy. Fiscal policy is a means by 
which a government adjusts its spending levels and 
tax rates to monitor and influence its economy. 
Based on research findings, we notice that fiscal 
decentralisation leads to fiscal discipline. This 
implies that through fiscal decentralisation, 
the government can maintain fiscal positions 
consistent with macroeconomic stability and 
sustained economic growth. Hence there is a need 
for proper accountability and transparency with 
public funds.

Post-Covid-19 Fiscal Policy in Cameroon: 
What is the Place of Intergenerational 
Equity?

By Dr. Jean Cédric Kouam
Senior Economic Policy Analyst, Nkafu Policy 
Institute

Faced with the coronavirus pandemic’s economic 
and social repercussions, the Cameroon 
government has taken a series of fiscal measures 
to support households and businesses’ activities 
in difficulty. Concerning the budgetary forecasts 
in the National Development Strategy 2020-2030, 
it is clear that in the absence of decisions aimed 
at strengthening the entrepreneurial fabric, all 
these tax exemption measures combined with the 
increasingly large public debt will weigh more 
heavily future generations. Hence, the government 
needs to facilitate socially responsible, and 
sustainable businesses to restore intergenerational 
equity in tax payments.

Download the full version  in french 
(PDF): https://nkafu.org/wp-content/
uploads/2021/01/Lettre-de-poli-
tique-fiscale_updated.pdf
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