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The COVID-19 pandemic so far has had a 
profound impact on the global economy. 
The containment measures adopted by 

governments to curb the spread of the disease have 
curtailed business activities, making it impossible for 
companies to adequately meet their tax obligations. 
As a result, forecasts for customs revenues and 
internal tax resources have been revised downward, 
mainly due to the closure of borders. Collected both 
at the borders and within the country, Value Added 
Taxes revenues have naturally been very negatively 
affected by the crisis.

In Cameroon, losses related to value added tax in 2020 
were estimated at CFAF 298.017 billion, representing 
50.73 percent of recorded tax losses, which is hardly 
surprising. Value-added taxes are identified as the 
main source of tax revenue in Cameroon. They were 
estimated at 44.73% of tax revenue in 2019 and about 
7% more than in 2016. The importance of VAT in tax 
revenue mobilization requires an examination of the 
Cameroonian tax system, particularly the factors that 

could explain a reform of the tax. Moreover, given 
that Cameroon is at high risk of external debt distress 
(IMF, 2018), there is an urgent need to find new ways to 
ensure the continued sustainability of public finances.

This Tax Policy Letter analyzes the rationale for VAT 
reform in Cameroon. First, we present the severity of 
the economic repercussions of the coronavirus health 
crisis at the level of VAT revenues in Cameroon. 
Noting that VAT is the main source of indirect tax 
revenue – 60.19% in 2019 compared to 54.54% in 
2016, for example – we then examine the guiding 
principles that govern its collection and application in 
Cameroon. A careful examination of these principles 
has allowed us to analyze the benefits associated with 
a reform of this tax on final consumption.

Assuming finally that a reform of the VAT is a 
significant option in Cameroon today, such an 
initiative would mainly consist of broadening the tax 
base while guaranteeing better competitiveness of 
domestic firms and an improvement in the purchasing 
power of households. In other words, a reform of the 
VAT to strengthen competition between domestic 
firms and foreign firms would make it possible to 
reduce the VAT on local goods and increase the VAT 
on imported products. Thus, an increase in VAT on 
foreign goods would force many local consumers 
to switch to locally produced goods. As a result, 
Cameroonian companies based abroad may be forced 
to relocate, which would help create jobs and support 
economic growth in line with the objectives set out 
in the National Development Strategy 2020-2030 
(NDS30)..

Mme Fri Asanga 
Interim CEO, Denis & 

Lenora Foundation   

Foreword 
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Tax Revenues Grievously 
Affected by COVID-19 in 
Cameroon in 2020

Since March 2020, the global economy has 
been facing the ravages of the COVID-19 
pandemic. In response to the rapidly 

growing numbers of fresh cases registered every 
day, the Cameroonian government, like other 
countries in Sub-Saharan Africa, attempted to 
enact prevention and response strategies with 
the aim to mitigate the spread of the virus. These 
include the closure of land and air borders, the 
closure of schools, reduction in places on urban, 
road transport, and restriction on inter-urban 
travel (International Labour Organization, 
2020)1.  Such measures adopted to stop the spread 

1.   ILO, “Cameroon- Rapid evaluation of the impact of covid-19 on employment and the labour market in Cameroon,” 
December 2020.

of the virus have created major inconveniences 
in several sectors, forcing major reforms to be 
carried out to adapt to the current situation 
(Schwettmann, 2020). This has had significant 
negative consequences, particularly on the level 
of VAT revenue, the country’s main source of 
internal tax revenue. This section examines 
the impact of COVID-19 on VAT revenue 
mobilization in Cameroon in a context already 
marked by the predominance of the informal 
sector representing nearly 90% of the country’s 
small and medium enterprises (INS, 2018).
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1.1. Impact of the COVID-19 Pandemic on Businesses in Cameroon

According to a study recently carried by the Inter-
Patronal Grouping of Cameroon, about 92% of 
Cameroonian companies have been negatively 
affected by the COVID-19 pandemic.  Small 
and medium-sized companies, as well as service 
companies, were revealed to be the most affected. 
The proportion of SMEs that reported a negative 
impact is greater than 61% against 27% for large 
companies. While 58% of service companies 

reported having been negatively affected, 38% of 
industrial companies were impacted negatively 
by the pandemic. Much more, 40% of companies 
declared that their production had been directly 
impacted by the COVID-19 pandemic (Business 
in Cameroon, 2020). These effects of the health 
crisis on business performance have been a major 
challenge to tax mobilization, especially on VAT 
revenue level.

1.1.1. Effects on VAT revenues

The effects of the COVID-19 on VAT revenues 
are quite significant in Cameroon. While other 
internal revenue sources can be considered 
asymptomatic diseases of the coronavirus, 
VAT revenues have suffered from the disease. 
Estimates made by the government of Cameroon 
show that VAT revenues have dropped from 
1210.93 billion in the initial budget for the year 
2020 to 912.9 billion in the rectifying budget, 
which corresponds to a loss of nearly 298 billion 
(rectifying finance law, 2020). These recorded 
losses in VAT revenue are the most important in 
terms of domestic revenue, as VAT is the main 
source of tax revenue. Before the health crisis, 
VAT revenue forecasts for the year 2020 were 
almost 80 billion, lower than that of 2019, i.e., an 
estimated negative growth rate of -6.58%. Due 
to the crisis and its repercussions on economic 
activity, this forecasted drop in VAT revenue has 

further increased to 298.017 billion, i.e., a drop of 
47.37% compared to 2019. This historic drop in 
revenue from value added taxes is not without 
consequences for the Cameroonian economy. 
Indeed, VAT is the main source of tax revenue, 
both indirect and direct. These account for exactly 
50.73% of the 587.353 billion in tax revenue losses 
in 2020, or about 6.01% of the initial budget. 
Despite a growth rate of 17.48%, the expected VAT 
revenue in 2021, estimated at 1,075.607 billion, 
remains well below the level reached three years 
ago, i.e., 1,148.6 billion in 2018. This illustrates the 
fact that this source of public resources remains 
severely affected by coronavirus. The risk is that 
this virus action on VAT revenues could be further 
exacerbated as new variants are occurring, which 
could undermine the sustainability of our public 
finances. 

SHOULD WE CONSIDER A POST-COVID-19 REFORM OF THE VAT  IN CAMEROON?
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Figure 1: Growth of VAT Revenues in Cameroon Between 2015 and 2021 (In Percentages)

Source: Author

Figure 1 above shows the evolution in terms of the growth of VAT revenues in Cameroon between 2015 and 
2021. These indicators clearly show that VAT revenues have indeed been affected by COVID-19. Given the 
resurgence of the disease and the appearance of new variants, it is necessary to analyze the measures taken 
by the public authorities and the means of strengthening them. 

1.1.2. Consequences on the State Budget  

2.   Business in Cameroon, Yaounde-23 March 2021.

Because of the measures taken by the 
Cameroonian government to support companies 
and households enduring many hardships, the 
shortfall in public revenue comes as a result of 
the drop in tax income, particularly because of 
the slowdown in the general economic activity 
as a decline in oil revenues2.  An estimated drop 
in petroleum revenue revised from a CFA 269.7 
billion against an initial estimation of 443.0 
billion FCFA or an adjustment of – 173.3 billion 
FCFA ( -39.1%). Apart from the weakening 
economy, there are also fiscal support measures 
for the economy, which to some degree explains 
the loss of the state budget. In the domain of 

investment, the drop in capital spending is 
greatly important to be noted (-242 billion 
FCFA, or -162% between the Initial Financial 
Act 2020 and the Revised Financial Act 2020. 
Finally, the budget deficit of 2020 is estimated 
at -4.5% of GDP, against -2.1% Revised Financial 
Act or a decrease in GDP of 2.4%. The results 
of the fluctuating prices in the quarter of 2020 
revealed by the National Institute of Statistics 
show that the quarterly inflation rate is 2.6 % as 
a result of the health crisis principally because 
some households, in preparation for a horrific 
impact of the COVID-19, stockpiled food thereby 
inflating demand.



1.1.3. Responses of Policymakers  

3.   http://www.minpmeesa.gov.cm/site/les-19-nouvelles-mesures-du-gouvernement/
4.   https://home.kpmg/xx/en/home/insights/2020/04/cameroon-tax-developments-in-response-to-covid-19.html
5.   ILO, “Cameroon- Rapid evaluation of the impact of covid-19 on employment and the labour market in Cameroon,” December 2020.
6.   Business in Cameroon, “customs revenues up by XAF27 bln YOY to XAF 119 bln in Jan-Feb 2021,” Yaoundé, March 29th 2021.

Of the 19 measures 3 enacted by the Prime Minister 
on April 30, 2020, to help households and businesses 
cope with the effects of the pandemic, 11 were fiscal 
in nature. These relate to a series of exemptions and 
deferred payments decided by the public authorities to 
help businesses and households cope with the crisis. 
Some other measures taken by the government to 
ensure the steady growth of custom revenue and the 
survival of companies include inter alia the suspension 
of ongoing and uncommitted tax audits, suspension 
of actions for unforced recovery, issuance of non-
remittance certificates to companies with unpaid 
taxes4. 

In addition to the drop in tax revenues resulting 
from a set of containment measures adopted by the 
government, the budget deficit was further increased 
by the public debt that had to be incurred to meet the 
unforeseen health costs and strengthen the resilience 

of the economy. As an illustration, Cameroon adopted 
a response plan of 480 billion CFA francs span three 
years, including 58.7 billion CFA francs to fight against 
the spread of COVID-19 and to care for those affected 
by the disease; 375 billion CFA francs to mitigate the 
economic and financial repercussions on businesses; 
5.5 billion to ensure the continuity of supply of 
essential products; 9.6 billion to strengthen research 
and innovation with a view to encouraging local 
expertise in endogenous solutions to the pandemic 
and 30.5 billion to mitigate the social repercussions 
of the disease on vulnerable and at-risk groups. This 
represents the three-year response strategy plans to 
inject 296 billion francs in 2020, of which 114 billion 
will come from tax revenues (DGI, 2020). Of this 
114 billion, 92 billion CFA francs were to come from 
internal tax revenues and 22 billion CFA francs from 
customs revenues. 

1.2. Strategies of Government to Ensure a Rapid Revival of the Economy 

Following the devastating effects of the health crisis 
on the Cameroonian economy, the government took 
measures to mitigate the effects of the crisis on the 
economy. These measures, which seem difficult to 
quantify, consist of relaxing rules to promote economic 
activity through the payment of VAT due on CFA 25 
billion for the growth of businesses. Equally, some 
caliber of workers in the informal sector (small fresh 
food sellers) were free from withholding tax and 
communal taxes for the 2nd quarter, which is difficult 
to quantify and difficult for the state to monitor because 
these taxes make up part of the local authority revenue 
(ILO, 2020)5. 

The government has embarked on a series of bilateral 
and multilateral negotiations with partners to raise 
financial support estimated at CFA 294 billion for the 
fight against COVID-19. So far, CFA 135 billion has 
been obtained under the Rapid Credit Facility granted 

by the IMF on May 4 to support the government’s efforts 
to reduce the negative effects of the crisis, the French 
Development Agency on May 18, 2020, signed a 6.5 
billion grant agreement with the government through 
the Ministry of Economy. There are great anticipations 
of financial support from the World Bank and the other 
Bretton Woods institution, which could disburse up to 
CFA 81 billion to Cameroon.

The launch of the 5th phase of the tariff dismantling 
on January 1, 2021, in the framework of the economic 
partnership agreement with the European Union, has 
dramatically reduced the custom duties on products 
belonging to the third category like cars by 10% 
and brings to 60% the percentage of customs duties 
dismantled for products in the second category and 
100% for products in the first category. This has helped 
rekindle the growth in custom revenue greatly affected 
by COVID-19 (Business in Cameroon, March 2021)6. 
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A look at the Guiding 
Principle of VAT                
in Cameroon

VAT is arguably the highest yielding tax in 
Cameroon. When analyzing the impact 
of the health crisis on tax mobilization 

in Cameroon, it is clear that VAT revenues have 
paid the heaviest price. Out of a total loss of 
tax revenue estimated at 587.353 billion CFA 
francs, the adjustment of value added tax was 
estimated at 298.017 billion CFA francs, or 
50.73% of the overall tax loss, followed by taxes 

on specific products and excise duties (11.75%), 
import duties and taxes (11.64%), personal 
income tax (6.94%) and taxes on the profits of 
non-oil companies (6.80%), to name just a few. 
As VAT revenues are classified as indirect taxes 
in Cameroon, Figure 1 below illustrates that 
the loss of revenue caused by the coronavirus 
health crisis in 2020 represents more than half 
of the recorded tax losses.

SHOULD WE CONSIDER A POST-COVID-19 REFORM OF THE VAT  IN CAMEROON?
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This high level of VAT revenue losses in 2020 is hardly surprising. Value taxes are identified as the main 
tax resource of the state, and the losses recorded are proportional to the estimated amount of revenue. 
This importance of VAT in tax revenue mobilization in Cameroon requires an examination of its 
guiding principles. This section, therefore, presents the basic principles of VAT and their applicability 
in the Cameroonian context.

2.1. The Indirect Subtractive Method

The VAT is a national tax on final consumption 
based on a broad base, which is collected from 
companies on behalf of the state but which in 
principle is not borne by them. It is, therefore, 
an indirect tax on goods and services consumed 
or used by all economic agents. In many 
countries of the world, it is considered at various 
stages of economic development as the main 
form of indirect taxation (IMF 1996). However, 
individuals are mainly concerned by the type of 
consumption covered by VAT, and businesses 
may also be subject to it to the extent that they 
acquire goods for final consumption.

The main feature of this type of tax is that 
it is based on a split payment mechanism. 
According to this principle, each firm in the 
transaction chain participates in the tax control 
and collection process and pays the proportion 
of tax based on its margin, i.e., the difference 
between the VAT imposed on its taxable inputs 

VAT imposed on its taxable sales. Thus, the tax 
levied on the “value added” is created at each 
stage of production and distribution.

The mechanism of split payment of VAT is 
based on two methods, which allows successive 
taxpayers to deduct the VAT paid on their 
purchases from that due on their sales so that 
they do not bear the burden of VAT (OECD, 
2017). These are the indirect subtractive method 
– which is a transaction-based method – and 
the direct subtractive method, which is an 
entity-based method. 

In Cameroon, the indirect subtractive method 
is the one used for VAT collection. Under the 
indirect subtractive method of VAT collection, 
each trader charges VAT at the prescribed rate 
on each of his supplies and issues an invoice to 
the buyer showing the amount of tax charged. By 
deducting the input tax paid from the output tax 

Figure 2 : Tax Losses (as a Percentage of Overall Tax Losses) 
Following the Health Crisis in 2020

Source: Author
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invoiced on his sales, the buyer can now pay the 
balance to the tax authorities or receive a refund 
if necessary. The direct subtractive method, on 
the other hand, requires that the tax be applied 
directly to an accounting measure of value 
added, determined for each firm by deducting 

the VAT calculated on eligible purchases from 
that calculated on taxable supplies (OECD, 2017). 
This is determined for each firm by deducting 
the VAT calculated on eligible purchases from 
that calculated on taxable supplies. 

2.2. The Application of the Destination Principle

In Cameroon, the VAT is levied in accordance with a 
1999 CEMAC directive harmonizing the legislation of 
member states on value added tax and excise duties. 
After an increase from 17 to 17.5% in 2005, the overall 
VAT rate is now 19.25%, including a communal tax, 
the “additional centime” equivalent to 10% of the 
VAT. Individuals and legal entities taxable according 
to the real system and not subject to the exemptions 
provided for in the tax law (CGI, 2020) are subject 
to this tax. The indirect subtractive method is 
generally used to collect the said tax revenue. As in 
many countries worldwide, the deduction of this 
tax is made upstream for all operators, except for 
the final consumer. This principle thus guarantees 
the neutrality of the tax regardless of the nature of 
the product, the structure of the distribution chain, 
and the means used for its supply (e.g., retail stores, 
home delivery, Internet downloads). In the context 
of international trade, VAT in Cameroon is levied 
according to the “destination principle,” which 
requires that the tax be levied only in the territory 
where the final consumption takes place as opposed 
to the origin principle, which requires that VAT be 
applied in the territory where the added value is 
created.

Therefore, exports are not subject to tax – contrary to 
a system based on the principle of origin. Imports, on 
the other hand, regardless of the product, the status 
of the importer – industrial, service provider, trader, 
private individual, etc. – or the destination of the 
product – resale after processing or in the same state, 
personal consumption, etc. – are taxed on the same 
basis and at the same rates as domestic transactions. 
In Cameroon, VAT on imports is calculated on the 
cost insurance and freight value plus customs and 
excise duties and is paid to the Treasury at the time 
of customs clearance. On locally produced goods, 
VAT is levied on the ex-factory value. However, 
some products of primary necessity and a number 

of operations (1) are exempt from VAT, and some 
foreign-financed public contracts, such as those of 
the ADB/Cameroon Program, are exempt from VAT 
(2).

Being a tax on the final consumption of imported 
or locally produced goods, an increase in its rate 
to ensure new tax revenues in Cameroon would 
negatively affect the purchasing power of modest 
households where the average monthly income 
per capita amounts to $125 or $1,500 per capita per 
year compared to $538 or $6,460 per capita per year 
for Equatorial Guinea and, $601 or $7,210 per capita 
per year for Gabon (World Bank, 2019). However, 
such a strategy is only effective if it discourages 
the consumption of imported goods that are taxed 
a little more expensively, which would naturally 
contribute to strengthening the competitiveness of 
domestic firms. This principle of VAT, which is levied 
on the territory of taxation, places companies in 
competition on an equal footing. In a Cameroonian 
context marked by a large number of informal 
businesses – nearly 90% according to the National 
Institute of Statistics in 2018 – the competitiveness 
of national firms in the face of foreign competition 
can be compromised.

Considering, on the one hand, the principle of 
neutrality of VAT, which requires not only an 
absence of discrimination in an undistorted and 
impartial tax environment but also the elimination 
of undue tax burdens and high administrative costs 
for businesses; and on the other hand, the principle 
of destination, it also appears that an increase in 
VAT on imports into Cameroon could encourage 
relocated Cameroonian businesses to relocate to 
Cameroon. Such an initiative would help create 
jobs and support economic growth in line with the 
objectives set out in the NDS30.

http://www.prc.cm/fr/multimedia/documents/8682-loi-n-2020-018-du-17-12-2020
http://www.prc.cm/fr/multimedia/documents/8682-loi-n-2020-018-du-17-12-2020
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VAT reform in Cameroon: 
What is at Stake? 

In order to achieve the 2035 vision, which aims 
to make Cameroon “An Emerging Country, 
Democratic and United in its Diversity,” the 

public authorities have chosen to submit “the 
fiscal policy to the principle of progressiveness, 
putting each citizen to contribute according to his 
income.” The main axis of such a strategy consists 
in widening the tax base through moderate, fair, 
and equitable taxation, which does not hamper 
the development of the productive sector and the 
blooming of households but at the same time 
allows the state to fulfill its missions.

Cameroon, like most countries in the world, has 
divided its tax revenues into several categories, 

including direct taxes, indirect taxes, and 
parafiscal taxes – audiovisual license fee, land 
credit contribution, contribution to the National 
Employment Fund, communal taxes, social 
contributions, etc. Unlike direct taxes, which are 
borne and paid to the Treasury directly by the 
taxpayer, indirect taxes are borne by the taxpayer 
but paid to the Treasury by another person (the 
debtor). 

Given that a large proportion of indirect tax 
revenues come from the Value Added Tax in 
Cameroon let us examine the possibility of 
reforming this tax in Cameroon in order to 
improve its budgetary efficiency.  



3.1. VAT: A Broad-Based Tax in Cameroon

An examination of the evolution of direct and 
indirect taxes in Cameroon shows that the tax 
system is highly unbalanced. Indirect taxes 
make up the bulk of tax revenues, averaging 
70%, while direct taxes account for only 30% of 
tax collections. This high contribution of indirect 
taxes to tax revenue mobilization is mainly due 
to the share of Value Added Tax, estimated at 
56% of indirect taxes, or about 39% of tax revenue 
in 2020. Notwithstanding the coronavirus health 
crisis, value-added taxes remain the main source 
of public revenue in Cameroon, accounting for 
37.8% of tax revenue in 2016, 39.75% in 2017, 
42.35% in 2018, and 44.13% in 2019. 

Despite this high contribution of VAT revenue 
to tax mobilization in Cameroon and much 
higher tax rates compared to other sub-Saharan 
African countries, the country has a low tax 
revenue/GDP ratio. This ratio is estimated at 
12.34 percent of GDP in 2017, well below the 
average for Sub-Saharan African countries 
estimated at 18.6 percent (World Bank, 2018). As 
illustrated in Table 1 below, which presents the 
evolution of direct and indirect taxes between 
2016 and 2020 in Cameroon, indirect taxes as a 
proportion of GDP are estimated at 71.4 percent 
compared to 68.8 percent in 2020, an increase of 
almost 3 percentage points.  

Tableau 1 : Evolution of Direct and Indirect Taxes Between 2016 and 2020 in Cameroon
(In Billions of CFA francs)

Label 2016 2017 2018 2019 2020 2021
Direct taxes

Personal income tax 239 226 055 235 500 291 600 274 526 286,28

Income tax on non-oil companies 315,1 355 365 360 330 053 340

Income taxes paid to residents in Cameroon 107,7 83 62 68 81 639 95

Transfer and transaction tax 46,85 55 020 60,8 60 350 54 762 63,3

Total direct taxes 708 650 719 075 723,3 779 950 740 980 784,58

Indirect taxes

Value added and turnover taxes 875,8 1001,5 1148,6 1290,588 912 911 1075,607

Taxes on specified products and excise duties 299,2 335,8 344,8 358 003 335 886 407 384

Taxes on specified services 2 820 3 270 4 810 5 280 2 399 0,42

Taxes on the right to carry out a professional activity 11,82 11 390 13,39 12,27 12 781 13 585

Taxes on the authorization to use goods or to carry out 
activities 0 030 0 030 0 030 / / /

Other taxes on goods and services 11 180 10 835 10 950 9,2 10 055 12 845

Import duties and taxes 339,45 373,08 374,88 380 084 290 950 351 653

Export duties and taxes and other taxes on foreign trade 25,1 25,72 29,72 30 325 31 508 44 756

Registration and stamp duties 42,53 38,43 58,55 57,3 36 517 49 205

Other taxes not classified elsewhere / 0 3000 1000 860 3 065

Total indirect taxes 1607,93 1800,055 1988,73 2144,05 1633,867 1958,52

Total tax revenue 2316,58 2519,13 2712,03 2924 2374,847 2743,1

Direct taxes as % of tax revenue 30,59 28,55 26,67 26,68 31,2 28,6

Indirect taxes as % of tax revenue 69,41 71,45 73,33 73,32 68,8 71,4

Value Added Taxes as % of indirect taxes 54,54 55,63 57,75 60,19 55,87 54,91
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This recourse to indirect taxes, including VAT, to improve tax revenue mobilization inevitably 
poses a problem in terms of the country’s ability to optimize its tax base.

3.2. The Budgetary Efficiency of VAT in Cameroon

VAT is a general consumption tax, with a 
split payment, where each firm involved in 
the production of the product is taxed only 
on its own value added. Levied on sales of 
goods and market services at each stage of 
production, businesses generally deduct the 
input tax paid on their material inputs from 
the output tax they collect on their sales. 
On balance, it is the final consumer who 
bears the burden of paying this tax, which 
should indeed encourage business creation. 
As the revenue of the state budget, VAT is 
generally applied to economic activities for 
consideration. 

As imports of goods are subject to VAT 
when passing through customs, a country 
that wants to raise more VAT revenue 
will tend to bring in many imported 
goods. Unfortunately, the consumers in 
the importing country will be the ones to 
bear the costs of these imports. Thus, in 
addition to deteriorating the purchasing 
power of households, high VAT penalizes 
the competitiveness of local firms insofar as 
it sets the respective share of business and 
government spending on consumers. In 
other words, VAT increases the final price 
of the good, which can reduce the potential 
markets for domestic firms whose products 
are generally more expensive than those 
from abroad.

The budgetary efficiency of VAT measures 
the level of VAT revenue raised by a 
percentage point of VAT. This indicator 
was constructed by Ebril et al. (2001) 
and allowed for comparisons of fiscal 
performance across countries with different 
ordinary VAT rates. To analyze the fiscal 

efficiency of VAT in Cameroon, we use 
the International Monetary Fund’s World 
Income Longitudinal Data on VAT revenue 
as a percentage of GDP.

The results in Table 2 below show that 
Cameroon’s ordinary VAT rate is one of 
the highest in Africa, but its budgetary 
efficiency remains lower than that of other 
countries with lower consumption taxes. 
In 2005, the fiscal efficiency of VAT in 
Cameroon was estimated at 19.79 percent 
of GDP for a VAT of 19.25 percent. In South 
Africa and Zambia, ordinary VAT rates of 14 
percent and 18 percent, respectively, raised 
the level of VAT revenue measured by one 
percentage point of VAT to 49.85 percent of 
GDP for South Africa and 26.69 percent of 
GDP for Zambia. In 2017, the weakness of 
Cameroon’s VAT revenue was confirmed by 
comparison with these countries but also 
with other sub-Saharan African countries 
such as Burkina Faso, whose VAT is equal 
to 18%, i.e., 1.25 percentage points lower than 
that of Cameroon. These different statistics 
are relative to the fiscal efficiency of VAT 
in Cameroon. Of our sample of countries, 
only a few Sub-Saharan African countries 
had a lower VAT budgetary efficiency than 
Cameroon until 2017. These include Nigeria 
(17), Côte d’Ivoire (14.77), Niger (21.21), and 
Ghana (23.08).

Given that the VAT is intended to play 
a pivotal role in the fiscal transition in 
an economy characterized by dynamic 
consumption such as that of Cameroon, the 
low budgetary efficiency that emerges from 
our analyses points to the need to reform it 
to achieve greater efficiency.
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3.3. The Need to Reform VAT in Cameroon

The low fiscal efficiency of VAT in Cameroon 
calls for its reform. Such an initiative is essential 
insofar as it would resolve a series of problems 
faced by the tax administration, businesses, and 
consumers alike, which penalize growth. 

For the tax administration, it is essential to 
develop strategies to make the system more 
robust and resistant to fraud. In most cases, VAT 
fraud is revealed in the refund systems. In other 
words, systems based on the granting of VAT 
credits against future tax payments or quarterly 
refunds, as is the case in Cameroon, are generally 
prone to tax fraud. In such a context, it would 
be advisable for public authorities to resort to 

a reimbursement method after auditing the 
annual accounts, as is the case in some East 
African countries such as Mozambique. The 
effectiveness of such a measure depends on 
the systematic dematerialization of the related 
administrative procedures, as stated in MINFI/
DGI/DLRI/L Circular Number 42 of March 15, 
2021, on the pricing conditions for banking 
services related to the payment of taxes. The 
challenge is to avoid possible delays that could 
hinder the performance of the companies 
requesting them.

For domestic enterprises, the challenge of a VAT 
reform is to strengthen their competitiveness 

Country VAT Revenue  Standard VAT 
Rate

VAT Budget Efficiency Indicator (% 
GDP)

2005 2017 - 2005 2017

Cameroon 3,81 5,24 19,25 19,79 27,22

South Africa 6,98 6,40 14 49,85 45,71

Kenya 4,79 4,16 18 26,61 23,11

RDC - 1,94 16 - 12,12

Nigeria 0,12 0,85 5 2,4 17

Zambie 4,27 5,68 16 26,69 35,5

Cote d’ivoire 1,12 2,66 18 6,22 14,77

Burkina Faso 4,07 6,22 18 22,61 34,55

Rwanda 4,01 4,85 18 22,28 26,94

Niger 1,37 4,03 19 7,21 21,21

Ghana 2,71 4,04 17,5 15,49 23,08

Table 2: Budgetary Efficiency of Cameroon’s VAT Compared to Other Countries

Source: World Revenue Longitudinal Database- IMF (2017), Ministries of Finance and 
author’s calculations.
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vis-à-vis foreign competition. Knowing that they 
pay VAT on almost all imported products, fixing a 
higher VAT on some of these products (especially 
those that can be produced locally) would make 
their selling cost more important; this could force 
consumers to turn to local production. As for 
Cameroonian companies established abroad, the 
increase in VAT would force them to relocate to 
the national territory. VAT is thus considered a tax 
on relocation. Another consequence would be an 
increase in the level of foreign direct investment, 
especially for companies whose products are valued 
in Cameroon.

Moreover, given that tax revenues are used to 
finance public policies, a reform that would improve 
the budgetary efficiency of the VAT in Cameroon 
would allow households to benefit from certain 
basic infrastructures that are still insufficient, such 
as schools, roads, hospitals, water, and energy.
The COVID-19 pandemic demonstrates a dire need 
to reform our fiscal policies due to the vulnerability 
of the various productive sectors exposed. For 
instance, restructuring the tax system through 

innovation could significantly increase revenue. Due 
to the uncertainty that exists because of the crisis, 
mitigation measures have to be put in place with an 
efficient monitoring system to ensure that they do 
not lead to a decline in economic activities.
The objective of this letter was to examine the need 
to reform the VAT in Cameroon. Given that VAT 
revenues constitute a large proportion of indirect 
taxes (55.87 percent in 2020 despite the coronavirus 
health crisis) and that this tax has a very important 
role in the fiscal transition process, it is important 
to consider reforming it while ensuring its economic 
neutrality. In addition to improving its budgetary 
efficiency, a reform of the VAT in Cameroon would 
strengthen the fight against fraud and tax evasion, 
the competitiveness of domestic companies vis-à-vis 
foreign competition while offering local populations 
the tax benefits that ensue in terms of infrastructure. 

Recovering from a crisis and build back better to 
reigniting the economy is a very crucial and delicate 
phase which every government has to consider after 
a crisis like COVID-19 that paralyzed many key 
sectors of the Cameroonian economy.
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• The careful removal of short-term fiscal measures 
and targeting stimulus where policies would 
be more effective is very important. Stimulus 
policies packages could create a path for an 
inclusive economic recovery, strive for support 
to businesses targeted based on needs and social 
returns, and support policies that strengthen 
health and economic systems by making them 
more flexible.

• Increasing tax to GDP ratios is essential at this 
point. This could be done by formalizing the 
economy and encouraging more people to join 
the tax and social protection systems. Increase 
the use of property and carbon taxes, and 
enhance the performance of personal income 
tax, particularly on the richest.  These tools 
are underutilized, whereas they can be used to 
broaden the tax base, which necessitates the 
building of a social-fiscal contract with the 
citizens. This will not only raise revenues but 
build trust and accountability between citizens 
and the state.

• The current crisis equally stresses the need 
to assess the current tax administration. 
The introduction of digital technology in tax 
collection will improve the overall efficiency of 
the tax system and increase revenue (OECD, 
2020)7. 

Knowing that a VAT reform is mainly aimed at 
increasing the level of tax revenues, we recommend 
that Cameroonian public authorities:

• Develop sub-regional value chains to make the 
local market more competitive. Such a strategy 

7    OECD, “Tax and Fiscal Policy in Response to the Corona virus Crisis: Strengthening 
Confidence and Resilience,” May 19th 2020.

would naturally allow all CEMAC countries to 
agree on increasing a few percentage points in 
VAT on imported products and a decrease in VAT 
on goods produced and traded within CEMAC. 
The aim is to discourage the attraction of foreign 
goods in favor of locally produced goods. 

• Use an annual (rather than quarterly) VAT 
refund method after auditing the accounts. The 
aim is to reduce tax evasion and avoidance as 
much as possible. 

• Continue with the modernization of the 
Cameroonian tax system to reduce the 
administrative burden related to the payment 
of taxes. Remember that in 2020, according to 
the World Bank, Cameroonian companies spent 
nearly 624 hours per year to make 44 payments, 
which has a negative effect on their performance. 

• Increase by a few percentage points the VAT 
on imported consumer goods produced locally 
while reducing the VAT on domestic products. 
Such a strategy, which would raise the price of 
imported goods and reduce the price of local 
goods, would help preserve the local market 
from foreign competition while strengthening 
the competitiveness of domestic firms. 

• Eliminate VAT exemptions on certain intra-
community deliveries subject to numerous tax 
evasions (particularly goods produced outside 
the CEMAC zone). Such a measure would 
improve the level of overall government revenue 
while strengthening the quality of governance.

Conclusion                   
and Policy 
Recommendations
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