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like taxes on domestically produced goods, excise and transaction taxe~ on
imports were amalgamated to form the sales tax on imported goods. Thus, the
present taxes on imports consist of costoms duties and sales taxes applied at the point
of import.

This pauses an additional means for the implementation of a consumption tax
which requires the integration of import tax rates with those levied on domestically
produced goods; the rationalisation of taxes on inputs and to some degree on
exports, thus providing no protection, and the elimination of discrimination against
exports in favor of import substitutes.

Revenue from export taxes depends on one primary commodity, coffee, whose
performance depends, by and large, on exogenous factors: the level of international
coffee price and the weather condition. Domestic measures like taxes and exchange
rate policies also play an important role for the performance of revenue generation
from taxes on coffee.

It was very hard to justify the relatively high marginal tax rates4 levied on the
export of coffee, eventhough such taxes could be said to be used as a means of
capturing windfall gains from exogenous factors. The monopolistic tendency of the
Coffee Markeung Corporation also affected the incomes of the farmers since it used
to pay a less competitive price. The Draft Economic Policy of the Transitional
Government, which designates the government as the sole exporter of coffee, is even
more discouragjng. At times when strict control measures on illegal coffee trade was
strengthened, in addition to the high coffee surtax, a significant shift to the
production of other crops (mainly chat) was observed, supporting the view that
smallholders respond significantly to price changes.

The contribution of export taxes on coffee to total revenue was as high as 20.7
per cent in 1977 and 25.2 per cent in 1978. In 1988, its contribution drastically
dropped to 4 per cent and, according to the provisional estimates for 1990 and 1991,
it dwindled down to 1.6 per cent and 0.9 per cent respectively. In fact, if one
considers the direct budgetary subsidy that went to coffee farmers during these two
years, the contributions were rather negative.

Because of the strong links between the foreign trade sector, on the one hand,
and economic growth and stability, on the other, the formulation of an appropriate
fiscal policy has an important role to play in promoting the latter two objectives.
Thus, there is a need to review further the present surtax on coffee so as to
encourage the production and export of coffee by the private sector. Streamlining
the size of government expenditure to the average revenue collection over years
would also help to avoid financial instability.

4.1.2. Non-tax Revenue
Non-tax revenue has become an important source of government revenue,

especially since 1979, as a result of the government's policy compelling public
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