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The Nigerian tax system has wide gaps in relation to the 
policy considerations listed above, in comparison with 
other developed countries. Paying tax is also often cumber-
some, in 2017 the country ranked 179 out of 189 in the ease 
of paying taxes ranking by consulting firm Pricewater-
houseCoopers (PwC);   this in addition to the general 
apathy has made revenue generation from taxation a diffi-
cult feat for the government.
 
These citizens also do not trust the government to appropri-
ate the revenue generated effectively, as there is a lack of 
accountability for tax revenue and its expenditure.

The problem of the ruling class also plagues the Nigerian 
tax system. The wealthy individuals in the country are 
either friends of the government or in government them-
selves and by virtue of this, can decide not to pay taxes 
without the fear of being prosecuted.

An example of this is the Dangote Cement Group, which 
only paid N16 billion in taxes on N1.1 trillion in profits 
over five years, effectively 2 per cent  due to the company 
being granted Pioneer Status,  a tax holiday granted to the 
company. 

These tax holidays, as beneficial as they are, have created 
problems for the Nigerian tax system. Their misuse is very 
rampant, which causes huge losses as the Government 
misses out on huge revenue by virtue of this tax holiday 
being granted without due process

This tax holiday was granted to companies that did not 
meet the conditions in the Act  establishing the tax holiday, 
which led to the tax holiday being suspended for two years. 

Tax holidays in general do not translate to industry devel-
opment. The mining, solid minerals, glass industries in 
Nigeria have all enjoyed pioneer status, yet no noteworthy 
investment has been made in any of these industries.
The story is equally mixed across the globe.  
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INTRODUCTION
Why don’t Nigerians pay taxes? One could write endlessly 
about the problems plaguing the Nigerian tax system, but 
it is important to remember the policy considerations listed 
in last week’s article. These policy considerations are vital 
to meet the requirements of a healthy public finance 
system; neutrality, efficiency, certainty, simplicity, effec-
tiveness and fairness, as well as flexibility.

A few issues that plague the Nigerian tax system include 
multiplicity of taxes,  complexity, a lack of statistical data, 
poor administration, distortionary and largely inequitable 
taxation laws that have limited application in the informal 
sector. 

The informal sector made up of Small and Medium Enter-
prises - which accounts for about 50 per cent of the GDP, 
up to 84 per cent of employment and 7.27 per cent of 
export earnings  - have also proved difficult to tax due to 
their informal nature, these enterprises hardly file tax 
returns and keeping track of their finances is difficult. 

What is more, majority of the workers in this sector are 
paid off the book in cash, they also do not typically spend 
their wages in places where inventories are kept, the 
government as a result loses out on income tax or consum-
er tax that could have been imposed on them.

The most important issue however is the fact that Nigeri-
ans are not inclined to tax compliance, as there appears to 
be no benefit thereof. 

Most of the citizens that are liable to tax more or less 
provide their own basic amenities, which ought to be 
provided by the Government, things like housing, security, 
electricity and even water. 

As at 2011, the country was oscillating between 3,000 and 
4,500 megawatts of electricity a day for an estimated 
population of 162 million people. This pales into insignifi-
cance when compared with South Africa’s 40,000 mega-
watts a day for a population of about 50 million people in 
the same period. 

The small percentage of the citizenry that manages to 
acquire houses do so either through payment of prohibitive 
prices in self purchase or through mortgaging of entire life 
savings. 
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Perhaps the Federal Government is now realising this, as can 
be seen from the Federal Inland Revenue Service refusing two 
oil firms from being granted tax relief for a period of 5 years 
each in 2017.  

Although the CIT in Nigeria at 30 per cent is high in compari-
son to peer countries,  these liberal tax holidays/incentives are 
resulting in lower CIT receipts.

Taxation is also seen as a tool of oppression by the masses in 
Nigeria. The tax authorities have done nothing to change this 
impression, there have been many cases of the authorities 
forcefully shutting down the premises of firms who are alleged 
to be tax non-compliant. 

Zee and Tanzi posit that this is one of the major challenge in 
establishing efficient tax systems in developing countries.
   
The authors opine that the lack of skilled, professional staff 
and modern tools and facilities compel governments to take the 
least path of resistance; exploiting whatever options are avail-
able without regard to the overall implications for the econom-
ic system.

Furthermore, they believe that while trying to raise revenue, 
tax systems in developing countries must ideally avoid three 
scenarios; excessive borrowing, discouraging economic activi-
ty, and deviating too much from other tax systems.

Nigeria was one of the few countries in the world where one 
can get elected into public office without one’s tax history 
being queried. Thankfully however this is changing with the 
attention of the government now more on taxes than ever 
before.  

A survey was conducted in 2016 in Lagos by PwC to find out 
why there was a low level of tax compliance; 70 per cent said 
it is because people cannot see taxpayer money at work, 22.5 
per cent said it was due to the tax rules that are unclear and 
compliance process being too complex while 7.5 per cent said 
it is due to poor enforcement by tax authorities. Interestingly, 
no one thought it was due to the people being too poor or not 
being aware.  
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