
CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study  

Taxation is a critical component of modern governance, serving as the primary source 

of revenue for governments worldwide. It underpins the ability of governments to provide 

essential public goods and services, including infrastructure, healthcare, education, and 

security. Beyond its fiscal function, taxation is also a tool for wealth redistribution and 

economic stabilization, which helps to reduce inequality and foster economic growth 

(Musgrave & Musgrave, 1989). However, in resource-dependent economies like Nigeria, the 

reliance on oil revenues has historically stunted the growth of a robust and diversified tax 

system. This overdependence on oil revenue, which accounts for a significant portion of 

national income, leaves the economy vulnerable to fluctuations in global oil prices (Ofoegbu 

et al., 2016). Consequently, there has been a growing emphasis on strengthening domestic 

revenue mobilization through effective tax policies to ensure fiscal sustainability and economic 

stability.  

In Nigeria, efforts to improve revenue generation have led to several tax reforms and 

the establishment of administrative bodies tasked with tax collection and enforcement. Notable 

among these are the Value Added Tax (VAT) Act, the Companies Income Tax Act (CITA), and 

the Personal Income Tax Act (PITA), which collectively govern taxation at the federal, state, 

and local levels. At the state level, internally generated revenue (IGR) plays a pivotal role in 

reducing dependence on federal allocations. However, achieving significant IGR is often 

fraught with challenges such as low compliance rates, administrative inefficiencies, and a lack 

of public trust in government institutions (Uadiale et al., 2010).  

In Kwara State, the Kwara State Internal Revenue Service (KWIRS) was established to 

improve tax administration and optimize revenue collection. Since its inception, KWIRS has 

implemented various initiatives to address inefficiencies in tax collection, including the 

introduction of digital payment systems, public awareness campaigns, and the expansion of the 

tax base. Despite these efforts, the effectiveness of these initiatives depends on the alignment 

and execution of government tax policies at both federal and state levels. Furthermore, the 

socio-economic realities in Kwara State, including a significant informal sector and widespread 

poverty, pose unique challenges to the implementation of tax policies (Ogundele et al., 2021).  

Globally, effective tax administration requires a balance between policy formulation 

and operational efficiency. Tax policies are designed not only to mobilize revenue but also to 

influence economic behavior, promote investment, and foster compliance. However, in 

Nigeria, the tax system has often been criticized for its complexity, lack of transparency, and 

weak enforcement mechanisms, which deter compliance and result in significant revenue 

leakages (Kiabel & Nwokah, 2009). In Kwara State, these systemic issues are compounded by 

low taxpayer awareness and trust, further hindering the ability of KWIRS to achieve its revenue 

targets.  



The implementation of tax policies by KWIRS is a critical area of interest, as it 

highlights the broader relationship between tax policy design and operational realities. For 

instance, while federal tax reforms such as the Finance Act (2019) aim to standardize tax 

administration across the country, state-level agencies like KWIRS must adapt these policies 

to local conditions. This adaptation often reveals gaps in policy formulation, administrative 

capacity, and taxpayer engagement, which undermine the overall effectiveness of tax collection 

efforts.  

The need for a robust and efficient tax system in Kwara State cannot be overstated, 

particularly in light of the state’s reliance on federal allocations and the fluctuating nature of 

oil revenues. Strengthening the revenue operations of KWIRS requires a thorough 

understanding of the impact of government tax policies, the challenges faced in their 

implementation, and the strategies needed to enhance compliance and efficiency. This study 

seeks to address these issues by providing a comprehensive analysis of the interplay between 

government tax policies and the revenue operations of KWIRS.  

By focusing on the operational capacity of KWIRS and the effectiveness of tax policies 

in Kwara State, this research contributes to the broader discourse on fiscal federalism and 

revenue mobilization in Nigeria. The findings will be relevant not only to policymakers and 

tax administrators but also to stakeholders interested in promoting sustainable development 

through improved tax systems.  

1.2 Statement of the Research Problem  

Despite the critical role of taxation in revenue generation, many state governments in 

Nigeria, including Kwara State, continue to face challenges in achieving optimal revenue 

collection. Several issues, such as inconsistent tax policies, lack of compliance by taxpayers, 

inadequate technological adoption, and corruption, have hindered the efficiency of tax 

administration.  

For KWIRS, these challenges have resulted in revenue leakages and an inability to meet 

revenue targets. While government tax policies are designed to enhance revenue operations, 

their implementation often falls short due to systemic inefficiencies. This study aims to address 

the following problem: How do government tax policies impact the revenue operations of 

KWIRS, and what measures can be taken to optimize tax administration?  

1.3 Research Questions  

1. What is the relationship between government tax policies and revenue generation in 

Kwara State?  

2. How effective are the tax policies implemented by KWIRS in achieving revenue 

targets?  

3. What challenges hinder the effective implementation of tax policies in KWIRS?  

4. What strategies can improve tax compliance and enhance revenue operations in Kwara 

State?  



1.4 Objectives of the Study  

3The main objective of this study is to examine the impact of government tax policies on 

the revenue operations of KWIRS. The specific objectives include:  

1. To assess the relationship between government tax policies and revenue generation in 

Kwara State.  

2. To evaluate the effectiveness of KWIRS in implementing tax policies.  

3. To identify challenges affecting tax policy implementation in KWIRS.  

4. To propose strategies for improving tax compliance and enhancing revenue operations 

in Kwara State.  

1.5 Research Hypothesis  

The study will test the following hypotheses:  

H0: Government tax policies do not have a significant impact on the revenue operations of 

KWIRS.  

H1: Government tax policies have a significant impact on the revenue operations of KWIRS.  

1.6 Scope of the Study  

The study focuses on the Kwara State Internal Revenue Service (KWIRS) and its 

revenue operations. It examines the impact of government tax policies on revenue generation, 

particularly within Kwara State. The study will cover tax policy implementation, taxpayer 

compliance, and administrative challenges. The time frame for the study will be from 2018 to 

2023, providing a recent perspective on the effectiveness of tax policies in Kwara State.  

1.7 Limitation of the Study  

This research may face several limitations, including:  

1. Limited access to comprehensive data due to confidentiality policies at KWIRS.  

2. Inadequate cooperation from taxpayers and KWIRS staff during data collection.  

3. Time constraints that may affect the depth of analysis.  

4. Financial constraints limiting the scope of fieldwork and data gathering.  

1.8 Significance of the Study  

The significance of this study lies in its potential to address critical gaps in 

understanding the relationship between government tax policies and revenue operations within 

Kwara State. Taxation plays a vital role in ensuring sustainable development, as it provides the 

financial foundation necessary for governments to deliver essential public services such as 

healthcare, education, and infrastructure. However, the effectiveness of tax policies depends 

not only on their design but also on how they are implemented by agencies like the Kwara State 

Internal Revenue Service (KWIRS). This study aims to bridge the gap between policy 



formulation and operational outcomes by examining how government tax policies influence 

the efficiency and success of KWIRS in achieving its revenue goals.  

For policymakers, the findings of this research will offer valuable insights into the 

strengths and weaknesses of current tax policies. Understanding the specific challenges faced 

by KWIRS, such as administrative inefficiencies, low compliance rates, and the socio-

economic realities of taxpayers in Kwara State, can help policymakers refine existing strategies 

or design more effective policies. These insights will also highlight the importance of aligning 

tax policies with local contexts to ensure their feasibility and impact. Furthermore, the research 

underscores the critical role of public trust in government institutions and how this trust—or 

lack thereof— affects taxpayers’ willingness to comply with tax regulations.  

For KWIRS and other revenue-generating agencies, this study provides an opportunity 

to reflect on their operational strategies and identify areas for improvement. The research will 

explore the administrative challenges faced by KWIRS, including technological limitations, 

inadequate taxpayer education, and enforcement issues. By addressing these challenges, 

KWIRS can enhance its revenue operations, reduce leakages, and improve taxpayer 

compliance. The study’s recommendations will serve as a practical guide for the agency to 

adopt best practices in tax administration and streamline its processes.  

1.9 Definitions of Key Terms  

1. Taxation: A compulsory financial charge imposed by the government on individuals or 

businesses to fund public expenditures.  

2. Tax Policy: A set of rules and regulations formulated by the government to govern tax 

collection and administration.  

3. Revenue Operations: Activities undertaken by a tax authority to collect and manage 

government revenue.  

4. Kwara State Internal Revenue Service (KWIRS): The agency responsible for tax 

administration and revenue generation in Kwara State.  

5. Tax Compliance: The degree to which taxpayers adhere to tax laws and regulations.  

6. Revenue Leakages: Loss of potential revenue due to inefficiencies, corruption, or 

noncompliance.  

7. Taxpayer: An individual or entity obligated to pay taxes to the government.  

  

  



CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction  

Taxation is a critical component of public finance and an indispensable tool for ensuring 

the economic and social development of any nation. It serves as the primary mechanism 

through which governments mobilize resources to fund public goods and services, ranging from 

infrastructure development to healthcare, education, and national security (Musgrave & 

Musgrave, 1989). Beyond revenue generation, taxation also acts as a policy instrument for 

redistributing wealth, regulating consumption, and stimulating economic growth (Bird & Zolt, 

2005). Consequently, the design and implementation of tax policies play a pivotal role in 

shaping a country's fiscal health and developmental trajectory.  

In the Nigerian context, taxation is particularly significant given the country’s 

dependence on oil revenue, which has historically exposed the economy to volatility and 

external shocks. In recent years, the federal and state governments have recognized the need to 

diversify revenue sources through improved tax policies and administration (Taiwo, 2020). 

However, despite these efforts, Nigeria’s tax-to-GDP ratio remains one of the lowest globally, 

at approximately 6%, compared to the global average of 15% (World Bank, 2021). This 

underscores the urgency of implementing effective tax policies and enhancing compliance to 

achieve fiscal sustainability.  

Kwara State exemplifies the challenges and opportunities associated with tax 

administration in Nigeria. As a subnational entity, the state relies heavily on Internally 

Generated Revenue (IGR) to complement federal allocations. The establishment of the Kwara 

State Internal Revenue Service (KWIRS) marked a significant milestone in the state’s efforts 

to strengthen its tax administration framework. Through initiatives such as digitization, 

taxpayer education, and the harmonization of tax collection processes, KWIRS has made 

notable progress in boosting IGR (KWIRS Annual Report, 2021). For instance, the state’s IGR 

increased from N7.2 billion in 2015 to over N30 billion by 2020 (Olaleye et al., 2021). 

However, challenges such as low taxpayer compliance, a narrow tax base, and administrative 

inefficiencies persist, necessitating further reforms (Ogbonna & Appah, 2016).  

This chapter provides a comprehensive review of the conceptual and theoretical 

foundations of taxation, with a focus on its relationship with government revenue and economic 

development. It examines the principles, objectives, and challenges of tax policies, as well as 

the role of technology and fiscal federalism in enhancing tax administration. By exploring these 

dimensions, the chapter aims to contextualize the impact of government tax policies on revenue 

operations in Kwara State and offer insights into strategies for optimizing tax administration at 

the state level.  

2.2 Conceptual Framework  

A conceptual framework provides the structure and context for understanding the 

variables and concepts that underpin this study. In the context of taxation, the framework 



integrates key ideas such as tax policies, administration, compliance, and their collective impact 

on government revenue generation. It highlights the relationships between these concepts and 

the broader socio-economic objectives of taxation.  

Taxation is an essential component of a country’s fiscal policy, as it directly influences 

economic stability, income distribution, and public resource allocation. In this framework, tax 

policies are viewed as instruments for achieving fiscal and social objectives, while tax 

administration and compliance determine the efficiency of revenue collection. According to 

Musgrave and Musgrave (1989), an effective tax system should balance equity, efficiency, and 

simplicity to maximize its impact on revenue generation and economic growth. In the Nigerian 

context, where economic diversification is a critical goal, taxation plays an increasingly 

prominent role in reducing reliance on oil revenue (Taiwo, 2020).  

2.2.1 Concept of Taxation  

Taxation is the process through which governments levy financial obligations on 

individuals, businesses, and other entities to generate revenue required for public 

administration and societal development. As a key element of fiscal policy, taxation serves as 

a mechanism for resource allocation, economic stabilization, and income redistribution 

(Musgrave & Musgrave, 1989). It underpins the ability of governments to fund public goods 

such as infrastructure, healthcare, and education, while also addressing broader social and 

economic objectives, including reducing poverty and promoting equality (Bird & Zolt, 2005).  

Historically, taxation has been tied to the idea of the social contract, which suggests that 

citizens contribute a portion of their income or resources to the government in exchange for 

security, public services, and the rule of law (Locke, 1689). This social contract underscores 

the legitimacy of taxation and frames it as a shared responsibility essential for societal progress. 

However, the success of taxation systems depends largely on their design and implementation. 

A good tax system is expected to balance three core principles: equity, efficiency, and simplicity 

(Stiglitz, 2015). Equity ensures fairness in the distribution of tax burdens, efficiency minimizes 

distortions in economic behavior, and simplicity reduces the administrative burden for 

taxpayers and revenue authorities.  

Taxes can broadly be categorized into direct and indirect taxes. Direct taxes are levied 

directly on income or wealth, such as personal income tax, corporate tax, and capital gains tax. 

These taxes are considered progressive as they are based on the taxpayer's ability to pay, often 

contributing to greater social equity (Adebisi & Gbegi, 2013). Indirect taxes, on the other 

hand, are levied on goods and services, such as value-added tax (VAT) and customs duties, and 

are often passed on to consumers. While indirect taxes are relatively easy to collect, they are 

sometimes criticized for being regressive, as they impose a greater relative burden on lower-

income individuals (Bird, 2010).  

In Nigeria, taxation operates within a multi-tiered framework involving federal, state, 

and local governments, each with distinct tax jurisdictions. The Federal Inland Revenue Service 

(FIRS) is responsible for administering federal taxes, such as petroleum profit tax, companies 

income tax, and VAT. State governments oversee taxes such as personal income tax (for 



individuals in the formal sector), road taxes, and property taxes. Local governments manage 

smaller revenue sources, including market fees and tenement rates (Okauru, 2011). This 

decentralized structure reflects the principle of fiscal federalism but also introduces challenges 

in harmonizing tax policies and avoiding multiple taxation, which can discourage investment 

(Odusola, 2006).  

Taxation also serves as a policy tool for influencing economic behavior. For example, 

governments may impose excise taxes on harmful goods like tobacco and alcohol to discourage 

consumption or provide tax incentives to stimulate investment in specific sectors. In Nigeria, 

tax holidays and capital allowances have been used to attract foreign direct investment and 

promote industrialization (Ariyo, 1997). However, the effectiveness of such policies often 

hinges on the capacity of tax authorities to monitor and enforce compliance.  

Despite its potential, taxation in Nigeria faces numerous challenges. Low taxpayer 

compliance, driven by a lack of trust in government and widespread tax evasion, undermines 

revenue generation. Additionally, weak administrative capacity, corruption, and a narrow tax 

base contribute to inefficiencies in the tax system (Ogbonna & Appah, 2016). For instance, the 

informal sector, which accounts for a significant portion of Nigeria’s economy, remains largely 

untaxed due to its decentralized and cash-based nature (FIRS, 2021). These challenges 

necessitate reforms in tax policy and administration to enhance revenue performance.  

Taxation is not merely a tool for raising revenue but also a means of shaping economic 

and social outcomes. In developing countries like Nigeria, effective taxation systems are critical 

for achieving the Sustainable Development Goals (SDGs), as they provide the resources needed 

to fund poverty alleviation programs, education, and healthcare (UNDP, 2019). However, 

achieving these goals requires addressing systemic weaknesses in tax administration and 

fostering a culture of voluntary compliance among taxpayers.  

Taxation is a multifaceted concept that extends beyond revenue generation to 

encompass social, economic, and political dimensions. As Nigeria continues to pursue 

economic diversification and fiscal sustainability, strengthening the tax system remains a top 

priority. By addressing issues such as tax evasion, administrative inefficiencies, and inequities 

in the tax structure, policymakers can unlock the full potential of taxation as a driver of national 

development.  

2.2.2 Taxation and Government Revenue  

Taxation is one of the primary mechanisms through which governments generate 

revenue to fund public expenditures and promote economic growth. It provides the financial 

resources necessary for the provision of public goods and services, such as education, 

healthcare, infrastructure, and national security (Musgrave & Musgrave, 1989). Without a well-

functioning taxation system, governments would struggle to fulfill their basic responsibilities, 

thereby undermining social stability and economic development. As Bird and Zolt (2005) 

emphasize, taxation serves as the lifeblood of government revenue systems, especially in 

developing countries where public resource needs are acute.  



In modern economies, taxation plays a dual role: first, as a direct source of government 

revenue, and second, as a policy tool to influence macroeconomic conditions. Revenue 

generated from taxes constitutes a significant share of the public budget, enabling governments 

to reduce dependency on external borrowing and achieve fiscal sustainability. Additionally, tax 

policies allow governments to regulate economic activities, reduce wealth disparities, and 

incentivize sectors critical to national development (Stiglitz, 2015). For example, through 

progressive tax rates, wealth can be redistributed, while tax incentives can encourage 

investments in strategic industries, such as manufacturing and agriculture.  

In Nigeria, taxation represents a growing component of government revenue, 

particularly in light of declining oil revenues. Historically, the country relied heavily on crude 

oil exports for public revenue, with oil proceeds contributing over 70% to the national budget 

(Odusola, 2006). However, the volatility of global oil prices and the need for economic 

diversification have necessitated a greater emphasis on non-oil revenue sources, including 

taxes. As of 2021, Nigeria’s tax-to-GDP ratio stood at approximately 6%, far below the global 

average of 15%, highlighting significant untapped potential in its tax system (World Bank, 

2021).  

The relationship between taxation and government revenue is particularly evident at the 

subnational level, where states like Kwara rely on Internally Generated Revenue (IGR) to 

complement federal allocations. The establishment of the Kwara State Internal Revenue 

Service (KWIRS) has been instrumental in enhancing tax administration and boosting IGR. For 

example, between 2015 and 2020, Kwara’s IGR increased from N7.2 billion to over N30 

billion, driven by improved compliance and the adoption of digital tax collection systems 

(Olaleye et al., 2021). These achievements demonstrate the critical role of taxation in 

strengthening state finances and supporting development priorities.  

However, Nigeria’s overall revenue performance remains constrained by several 

factors, including low tax compliance, a narrow tax base, and administrative inefficiencies. A 

significant portion of the economy operates in the informal sector, which accounts for over 60% 

of GDP but remains largely untaxed (FIRS, 2021). Moreover, corruption and weak enforcement 

mechanisms further undermine the effectiveness of tax collection efforts, leading to substantial 

revenue losses. According to Ogbonna and Appah (2016), addressing these challenges requires 

comprehensive reforms, including enhanced taxpayer education, stronger enforcement 

measures, and the use of technology to improve efficiency and transparency.  

The nexus between taxation and government revenue also highlights the importance of 

balancing revenue generation with taxpayer equity and economic growth. Over-reliance on 

certain tax types, such as value-added tax (VAT), may disproportionately affect low-income 

households, thereby exacerbating poverty and inequality. Similarly, excessive corporate taxes 

can deter investment and hinder business growth (Bird, 2010). An optimal tax system should 

therefore ensure that revenue collection does not compromise economic productivity or impose 

undue burdens on vulnerable populations.  

Globally, countries with high tax-to-GDP ratios, such as Denmark and Sweden, 

demonstrate the potential of efficient tax systems to drive economic and social progress. These 



nations invest heavily in tax administration, ensuring high compliance rates and equitable 

revenue distribution (Stiglitz, 2015). Nigeria can draw valuable lessons from such examples by 

investing in capacity-building for tax authorities, simplifying tax codes, and leveraging data 

analytics to track and expand the tax base.  

2.2.3 Tax Policies and Their Objectives  

Tax policies refer to the frameworks and guidelines established by governments to 

regulate the imposition, administration, and collection of taxes. These policies are designed to 

align with a nation's economic, social, and political objectives, ensuring that taxation serves as 

an effective tool for revenue generation, economic stability, and societal development 

(Musgrave & Musgrave, 1989). In a broader context, tax policies not only aim to finance 

government operations but also to influence individual and corporate behavior, foster equity, 

and encourage economic growth.  

Effective tax policies are critical in bridging fiscal gaps, particularly in developing 

economies like Nigeria. As noted by Bird and Zolt (2005), tax policy serves as a foundation for 

fiscal sustainability by providing governments with the means to finance essential public goods 

such as education, healthcare, infrastructure, and security. These policies also play a significant 

role in promoting social justice by redistributing wealth and addressing income disparities.  

Objectives of Tax Policies 1. 

Revenue Generation  

One of the primary objectives of tax policies is to generate sufficient revenue to fund 

government operations and public services. Revenue from taxes supports infrastructure 

development, education, healthcare, and other essential services that improve the quality of life 

for citizens (Ariyo, 1997). In Nigeria, for instance, taxes like value-added tax (VAT), corporate 

income tax, and personal income tax have become vital sources of non-oil revenue, particularly 

in light of declining oil prices and production.  

Economic Stabilization  

Tax policies are used to stabilize the economy by controlling inflation, unemployment, 

and other macroeconomic variables. For example, during periods of economic downturn, 

governments may reduce taxes to encourage spending and investment, while increasing taxes 

during economic booms to control inflation (Stiglitz, 2015). In Nigeria, policies such as tax 

reliefs and exemptions during the COVID-19 pandemic were introduced to cushion the 

economic impact on businesses and individuals (FIRS, 2021).  

Wealth Redistribution and Social Equity  

Tax policies aim to reduce income inequality by redistributing wealth from higher-

income groups to lower-income groups. Progressive taxation, where higher earners are taxed 

at higher rates, is a key mechanism for achieving this objective (Bird & Zolt, 2005). In Nigeria, 

personal income tax serves this purpose, although challenges such as evasion and poor 

enforcement undermine its effectiveness (Ogbonna & Appah, 2016).  



Encouraging Investment and Economic Growth  

Governments often use tax policies to incentivize investment and stimulate economic 

growth. Measures such as tax holidays, capital allowances, and reduced tax rates for certain 

industries are designed to attract foreign direct investment (FDI) and support local businesses. 

For example, the Nigerian government has provided tax incentives in the agricultural and 

manufacturing sectors to promote industrialization and economic diversification (Adebisi & 

Gbegi, 2013).  

Regulating Economic Behavior  

Tax policies are also used to influence behavior by discouraging undesirable 

activities and encouraging beneficial ones. Excise taxes on harmful products such as tobacco 

and alcohol, for instance, are intended to reduce consumption, while tax credits for 

renewable energy projects promote environmental sustainability (Bird, 2010). In Nigeria, 

the introduction of excise duties on sugary beverages in 2022 illustrates the government's 

use of tax policy to address public health concerns.  

Tax Policies in Nigeria  

Nigeria’s tax policies are shaped by the need to diversify revenue sources, reduce 

dependency on oil revenue, and enhance fiscal sustainability. The Federal Inland Revenue 

Service (FIRS) and state revenue boards, such as the Kwara State Internal Revenue Service 

(KWIRS), play critical roles in implementing these policies. Over the years, reforms such as 

the introduction of the Finance Act and the adoption of technology in tax administration have 

sought to improve compliance and increase revenue collection (Taiwo, 2020). However, the 

effectiveness of these policies is often hindered by issues such as corruption, weak enforcement, 

and inadequate taxpayer education.  

Challenges in Implementing Tax Policies  

Despite the importance of tax policies, their implementation in Nigeria faces numerous 

challenges. A narrow tax base, caused by the predominance of the informal sector and 

widespread tax evasion, limits revenue generation.   

Multiple taxation and lack of coordination between federal, state, and local governments create 

inefficiencies and discourage investment (Odusola, 2006). Administrative weaknesses, 

including inadequate staffing and outdated technology, further undermine the capacity of tax 

authorities to enforce compliance (Ogbonna & Appah, 2016).  

2.2.4 Internally Generated Revenue (IGR)  

Internally Generated Revenue (IGR) refers to the revenue collected by subnational 

governments—states or local governments—within their territorial jurisdictions. It 

encompasses all financial resources generated through taxes, levies, fines, and charges, 

excluding allocations from the federal government. IGR serves as a critical component of fiscal 

autonomy, especially in federal systems like Nigeria, where states are expected to generate a 

significant portion of their revenue to meet local development needs (Bird & Zolt, 2005).  



In Nigeria, the reliance on federal allocations, particularly revenue derived from crude 

oil, has historically constrained the capacity of states to achieve financial independence. This 

overdependence has exposed subnational governments to fiscal shocks during periods of oil 

price volatility, forcing many to prioritize IGR as an alternative revenue source (Odusola, 

2006). IGR is particularly important for states like Kwara, which lack abundant natural 

resources and must therefore depend on strategic tax policies, efficient collection mechanisms, 

and a broadened tax base to sustain economic growth and public service delivery.  

Importance of IGR  

The growing emphasis on IGR stems from its potential to enhance the fiscal sustainability and 

accountability of subnational governments. By reducing dependence on federally distributed 

revenues, IGR empowers states to take greater ownership of their development agenda and 

respond more effectively to local needs (Fagbemi et al., 2019). For instance, states with strong 

IGR mechanisms are better positioned to invest in infrastructure, education, healthcare, and 

other critical sectors, thereby improving the standard of living for residents.  

Moreover, the pursuit of IGR encourages subnational governments to adopt more efficient tax 

administration practices, streamline collection processes, and foster compliance among 

taxpayers. When states can generate revenue locally, they are also incentivized to implement 

policies that attract investments, create jobs, and expand economic activities (Olaleye et al., 

2021).  

Sources of IGR  

IGR can be derived from several sources, including but not limited to:  

1. Taxes: Personal income tax (PIT), property tax, land use charges, and consumption 

taxes such as value-added tax (VAT) are significant sources of revenue for states. 

Personal income tax, in particular, constitutes a major component of IGR under the Pay-

As-You-Earn (PAYE) system, which targets salaries and wages (Adebisi & Gbegi, 

2013).  

2. Levies and Fees: States also collect revenues through licensing fees, such as those for 

vehicle registration, business premises permits, and environmental charges.  

3. Fines and Penalties: Revenue generated from penalties imposed for regulatory 

violations or breaches of local laws also contributes to IGR.  

4. Public Enterprises: States that own public enterprises, such as transport services or 

utilities, can derive significant revenue from their operations.  

5. Other Non-Tax Revenue: These include income from rent, dividends, or interest 

earned from state-owned assets or investments.  

Challenges of IGR in Nigeria  

Despite its importance, the generation of IGR faces several challenges in Nigeria. One major 

issue is the dominance of the informal sector, which accounts for over 60% of Nigeria's 



economy but remains largely untaxed (FIRS, 2021). Informal businesses often operate outside 

regulatory frameworks, making it difficult for tax authorities to capture them within the tax net.  

Another challenge is low taxpayer compliance. Many individuals and businesses deliberately 

evade taxes due to mistrust in the government or perceptions that tax revenues are mismanaged 

(Ogbonna & Appah, 2016). Additionally, administrative inefficiencies, such as poor record-

keeping, lack of skilled personnel, and outdated technologies, hinder the effective collection of 

IGR. Corruption and leakages in the tax collection process further exacerbate revenue losses.  

Furthermore, the issue of multiple taxation remains a significant barrier to improving IGR. 

Businesses are often subjected to overlapping taxes by federal, state, and local authorities, 

which not only discourages compliance but also creates an unfavorable business environment 

(Taiwo, 2020). These challenges highlight the need for reforms to strengthen IGR collection 

and administration.  

Kwara State and the Role of KWIRS in IGR  

Kwara State provides a case study of the potential for IGR to drive fiscal sustainability at the 

subnational level. The establishment of the Kwara State Internal Revenue Service (KWIRS) in 

2015 marked a turning point in the state’s approach to revenue generation. KWIRS introduced 

reforms aimed at improving efficiency, reducing leakages, and enhancing taxpayer compliance. 

These reforms included the digitization of tax processes, taxpayer education campaigns, and 

the harmonization of tax collection systems (KWIRS Annual Report, 2021).  

As a result, Kwara’s IGR witnessed significant growth, increasing from N7.2 billion in 2015 to 

over N30 billion by 2020 (Olaleye et al., 2021). This increase enabled the state to invest in 

critical infrastructure projects and social services, reducing its dependence on federal 

allocations. However, despite these achievements, challenges such as a narrow tax base and 

low compliance rates persist, underscoring the need for continuous improvements in tax 

administration.  

Strategies for Improving IGR  

To maximize the potential of IGR, state governments must adopt innovative and sustainable 

strategies, including:  

1. Formalizing the Informal Sector: States must develop policies to integrate informal 

businesses into the tax system by providing incentives, simplifying registration 

processes, and building trust through transparent governance.  

2. Leveraging Technology: The use of digital platforms for tax registration, filing, and 

payment can enhance efficiency, reduce corruption, and improve compliance.  

3. Public Awareness Campaigns: Educating citizens on the importance of paying taxes 

and demonstrating the impact of tax revenues on public services can foster a culture of 

voluntary compliance.  



4. Strengthening Enforcement Mechanisms: Governments must invest in the capacity 

of tax authorities to track and prosecute tax evasion, thereby deterring non-compliance.  

5. Collaborative Governance: Coordination between federal, state, and local 

governments is essential to avoid overlapping tax jurisdictions and streamline revenue 

collection processes.    

2.2.5 Tax Administration and Enforcement  

Tax administration and enforcement refer to the systems, processes, and mechanisms employed 

by governments to manage, collect, and ensure compliance with tax obligations. These 

elements are vital to the efficiency and effectiveness of any taxation system, as they directly 

influence the level of revenue generated, taxpayer behavior, and the overall success of fiscal 

policies. Without robust administrative structures and enforcement mechanisms, even the most 

well-designed tax policies risk underperformance due to evasion, avoidance, and inefficiencies 

(Bird & Zolt, 2005).  

Tax administration includes the registration of taxpayers, the assessment and collection of taxes, 

the monitoring of compliance, and the resolution of disputes. Enforcement, on the other hand, 

focuses on ensuring that taxpayers fulfill their obligations by taking corrective measures such 

as penalties, audits, and legal actions against defaulters. Together, these components form the 

backbone of any taxation system, ensuring that resources are mobilized effectively to fund 

public goods and services.  

Objectives of Tax Administration  

An efficient tax administration aims to achieve several objectives, including:  

1. Maximizing Revenue Collection: By identifying and capturing all eligible taxpayers, 

effective administration ensures that governments collect the full amount of taxes due 

under existing laws. This is particularly critical in developing countries like Nigeria, 

where significant revenue potential remains untapped due to inefficiencies in tax 

administration (Ogbonna & Appah, 2016).  

2. Promoting Voluntary Compliance: Successful tax systems encourage taxpayers to 

meet their obligations voluntarily, reducing the need for coercive measures. This 

requires building trust between taxpayers and authorities through transparent and 

accountable practices (Adebisi & Gbegi, 2013).  

3. Ensuring Equity and Fairness: Tax administration plays a crucial role in upholding 

the principles of equity by ensuring that all taxpayers contribute according to their 

ability to pay. This involves minimizing tax evasion and addressing disparities in tax 

burdens across different income groups (Bird, 2015).  

4. Reducing Administrative Costs: Effective systems aim to minimize the costs 

associated with collecting taxes, both for the government and for taxpayers. This 

includes leveraging technology to streamline processes and reduce the need for manual 

interventions.  



Challenges in Tax Administration in Nigeria  

Tax administration in Nigeria faces numerous challenges, many of which undermine the 

efficiency of revenue collection and enforcement efforts. One of the primary issues is the 

dominance of the informal sector, which accounts for a significant portion of economic activity 

but remains largely untaxed. Informal businesses often operate outside regulatory frameworks, 

making it difficult for authorities to track and assess their tax liabilities (FIRS, 2021).  

Another significant challenge is the prevalence of tax evasion and avoidance. Many taxpayers 

deliberately underreport income, inflate expenses, or exploit loopholes in tax laws to reduce 

their liabilities. This is exacerbated by weak enforcement mechanisms and corruption within 

tax administration agencies, which create opportunities for non-compliance (Ogbonna & 

Appah, 2016).  

Administrative inefficiencies also hinder the effectiveness of tax collection. Many state revenue 

agencies lack the infrastructure, technology, and skilled personnel required to implement 

modern tax systems. For instance, outdated record-keeping practices and manual processes 

often lead to errors, delays, and revenue leakages. Moreover, the overlapping responsibilities 

of federal, state, and local tax authorities can result in conflicts, duplication of efforts, and 

confusion among taxpayers (Taiwo, 2020).  

Tax Enforcement Strategies  

Enforcement is a critical aspect of tax administration, as it ensures compliance through 

deterrence and corrective actions. Effective enforcement strategies include:  

1. Audits and Investigations: Regular audits help identify discrepancies in tax filings, 

uncover non-compliance, and deter fraudulent practices. Tax authorities can use data 

analytics and risk-based approaches to target highrisk taxpayers for audits (Bird, 2015).  

2. Penalties and Sanctions: Imposing fines, penalties, and interest on overdue taxes 

serves as a deterrent to non-compliance. Strict enforcement of legal provisions ensures 

that taxpayers are held accountable for their obligations.  

3. Litigation and Prosecution: In cases of serious tax evasion, authorities can initiate 

legal proceedings to recover unpaid taxes and impose punitive measures. High-profile 

prosecutions also serve as a warning to potential defaulters (Adebisi & Gbegi, 2013).  

4. Technology-Driven Solutions: The adoption of digital tools and platforms can enhance 

enforcement by improving data collection, tracking taxpayer behavior, and automating 

processes. For example, the introduction of efiling systems and electronic payment 

platforms has significantly reduced errors and fraud in many countries (FIRS, 2021).  

The Role of KWIRS in Tax Administration and Enforcement  

The Kwara State Internal Revenue Service (KWIRS) exemplifies efforts to modernize tax 

administration and improve enforcement in Nigeria. Since its establishment in 2015, KWIRS 

has implemented several reforms aimed at enhancing efficiency, reducing leakages, and 



increasing compliance. These reforms include the digitization of tax processes, the 

harmonization of tax collection systems, and taxpayer education campaigns (KWIRS Annual 

Report, 2021).  

Through these initiatives, KWIRS has made significant progress in boosting Kwara State's 

Internally Generated Revenue (IGR). For instance, the agency's use of technology-driven 

solutions, such as automated billing systems and online payment platforms, has streamlined tax 

collection and minimized corruption. Additionally, KWIRS has strengthened its enforcement 

mechanisms by conducting regular audits, imposing penalties on defaulters, and collaborating 

with law enforcement agencies to prosecute tax evasion cases.  

However, despite these achievements, challenges such as low compliance rates and a narrow 

tax base persist. To address these issues, KWIRS must continue to invest in capacity-building, 

expand its use of technology, and foster a culture of voluntary compliance among taxpayers. 

This requires not only improving the efficiency of tax administration but also addressing 

broader issues such as public trust and accountability in the use of tax revenues (Olaleye et al., 

2021).  

Tax administration and enforcement are integral to the success of any taxation system, as they 

determine the extent to which governments can mobilize resources for development. In Nigeria, 

the effectiveness of tax administration is undermined by challenges such as administrative 

inefficiencies, non-compliance, and the dominance of the informal sector. However, agencies 

like KWIRS demonstrate the potential for reforms and innovations to improve revenue 

collection and enforcement. By adopting technology-driven solutions, enhancing enforcement 

strategies, and fostering voluntary compliance, governments can strengthen their tax systems 

and achieve fiscal sustainability.  

2.2.6 Taxpayer Compliance and Behaviour  

Taxpayer compliance and behavior are critical aspects of any tax system, as they determine the 

level of adherence to tax laws and the extent to which taxpayers fulfill their obligations. 

Compliance involves the willingness of taxpayers to register, file accurate tax returns, pay taxes 

promptly, and avoid illegal tax evasion practices (Kirchler, 2007). The behavior of taxpayers, 

on the other hand, reflects their attitudes, perceptions, and actions toward taxation, which are 

influenced by various economic, psychological, social, and institutional factors. Understanding 

these dynamics is essential for improving tax systems and ensuring effective revenue 

generation.  

Types of Taxpayer Compliance  

Taxpayer compliance can be categorized into three primary types:  

1. Voluntary Compliance: This occurs when taxpayers willingly fulfill their obligations 

without coercion or the threat of enforcement. Voluntary compliance is often driven by 

trust in government, perceived fairness of the tax system, and the belief that tax 

revenues are used for public good (Feld & Frey, 2007).  



2. Enforced Compliance: In this case, taxpayers comply due to the fear of penalties, 

audits, or other enforcement measures. While enforcement is a necessary tool for 

ensuring compliance, excessive reliance on coercion can lead to resistance or creative 

tax evasion strategies.  

3. Non-Compliance: This refers to situations where taxpayers deliberately or 

unintentionally fail to meet their tax obligations. Non-compliance can take various 

forms, including underreporting income, overstating deductions, or failing to file tax 

returns altogether (Ogbonna & Appah, 2016).  

Factors Influencing Taxpayer Compliance  

Taxpayer compliance is shaped by a combination of economic, social, psychological, and 

institutional factors:  

1. Economic Factors:  

o Tax Rates: High tax rates are often associated with increased tax evasion, as 

taxpayers may perceive the burden as excessive. Conversely, moderate rates can 

encourage compliance by reducing the incentive to evade taxes (Allingham & 

Sandmo, 1972).  

o Economic Situation: Individuals and businesses experiencing financial 

difficulties may prioritize other expenses over tax payments, leading to non-

compliance.  

2. Social and Psychological Factors:  

o Perceived Fairness: Taxpayers are more likely to comply when they perceive 

the tax system as equitable. Unfair treatment or unequal tax burdens can 

undermine trust and discourage compliance (Feld & Frey, 2007).  

o Social Norms: The behavior of peers and the broader community significantly 

influence taxpayer behavior. When compliance is the norm, individuals are 

more likely to follow suit. Conversely, widespread evasion can normalize non-

compliance.  

o Tax Morale: This refers to the intrinsic motivation of taxpayers to pay taxes, 

often linked to civic responsibility, patriotism, and the perception of government 

accountability (Torgler, 2007).  

3. Institutional Factors:  

o Efficiency of Tax Administration: A well-functioning tax authority that 

provides clear guidelines, transparent processes, and efficient services can 

enhance compliance.  

o Enforcement Measures: The likelihood of detection and the severity of 

penalties for non-compliance influence taxpayer behavior. When taxpayers 



perceive a high probability of being caught, they are less likely to evade taxes 

(Allingham & Sandmo, 1972).  

o Use of Technology: Digital platforms for tax registration, filing, and payment 

simplify processes and reduce opportunities for evasion, thereby improving 

compliance.  

Challenges to Taxpayer Compliance in Nigeria  

In Nigeria, taxpayer compliance faces numerous challenges that undermine the 

effectiveness of tax systems:  

1. Low Tax Morale: Many Nigerians have a negative perception of taxation due to a lack 

of trust in government and the mismanagement of public funds. This discourages 

voluntary compliance and fosters resistance to tax payments (Ogbonna & Appah, 2016).  

2. Informal Sector Dominance: A significant portion of Nigeria's economy operates in 

the informal sector, where businesses and individuals often evade taxation due to weak 

regulatory oversight and enforcement mechanisms (FIRS, 2021).  

3. Complex Tax Processes: Cumbersome registration, filing, and payment procedures 

discourage compliance, particularly among small and mediumsized enterprises (SMEs) 

and low-income taxpayers.  

4. Corruption and Inefficiency: Corruption within tax authorities and inefficiencies in 

tax administration erode taxpayer confidence, leading to widespread evasion.  

5. Inadequate Education and Awareness: Many taxpayers lack adequate knowledge 

about their tax obligations and the processes involved, resulting in unintentional non-

compliance.  

Strategies for Improving Taxpayer Compliance  

To enhance compliance, governments and tax authorities must address the underlying 

factors influencing taxpayer behavior. Strategies include:  

1. Promoting Transparency and Accountability: Governments must demonstrate the 

effective use of tax revenues by investing in infrastructure, education, healthcare, and 

other public goods. When taxpayers see tangible benefits, their willingness to comply 

increases (Torgler, 2007).  

2. Simplifying Tax Processes: Introducing user-friendly digital platforms for tax 

registration, filing, and payment can reduce barriers to compliance. The Federal Inland 

Revenue Service (FIRS) and Kwara State Internal Revenue  

Service (KWIRS) have made strides in this area by adopting e-tax systems (KWIRS 

Annual Report, 2021).  



3. Strengthening Enforcement: Increasing the frequency of audits, imposing strict 

penalties, and leveraging data analytics to detect evasion can deter non-compliance. 

However, enforcement should be balanced with efforts to build trust and encourage 

voluntary compliance.  

4. Public Education and Awareness: Taxpayer education campaigns can help individuals 

and businesses understand their obligations, the benefits of compliance, and the 

consequences of evasion. KWIRS has implemented such initiatives to improve 

compliance rates in Kwara State (Olaleye et al., 2021).  

5. Engaging the Informal Sector: Strategies such as presumptive taxation and targeted 

outreach programs can help bring informal sector participants into the tax net.  

2.2.7 Challenges in Tax Policy Implementation  

The implementation of tax policies is critical to achieving the objectives of taxation, such as 

revenue generation, economic stability, and social equity. However, numerous challenges can 

hinder the effective execution of tax policies, particularly in developing countries like Nigeria. 

These challenges arise from administrative inefficiencies, structural issues, and taxpayer 

attitudes, among other factors. Understanding these obstacles is essential for designing 

strategies that improve tax administration and revenue collection.  

Administrative Challenges  

One of the most significant challenges in tax policy implementation is the inefficiency of tax 

administration. In many developing countries, tax authorities often lack the resources, 

infrastructure, and technical expertise required to enforce tax policies effectively (Bird & Zolt, 

2005). Issues such as poor recordkeeping, delays in processing tax returns, and inadequate data 

management systems undermine the efficiency of tax administration. For example, Nigeria’s 

tax administration system has historically been characterized by limited automation, which 

hinders the ability to track taxable entities and enforce compliance (Ogbonna & Appah, 2016).  

Corruption within tax authorities is another major administrative challenge. The prevalence of 

bribery and other unethical practices erodes public trust and discourages voluntary compliance. 

Tax officials may collude with taxpayers to underreport liabilities or divert collected revenues, 

further reducing the effectiveness of tax policies. According to Transparency International 

(2021), corruption in public institutions, including tax agencies, remains a persistent problem 

in Nigeria, affecting the integrity of tax systems.  

Low Taxpayer Compliance  

Taxpayer non-compliance, including evasion and avoidance, is a critical issue in the 

implementation of tax policies. Many taxpayers, particularly in the informal sector, fail to 

register or report their income accurately, leading to significant revenue losses. The informal 

sector, which accounts for a large portion of Nigeria’s economy, is challenging to regulate due 

to its fragmented nature and lack of proper documentation (FIRS, 2021).  



In addition to evasion, tax avoidance through legal loopholes poses a challenge. High-income 

individuals and corporations often exploit weaknesses in tax laws to reduce their liabilities, 

undermining the fairness of the tax system. This issue is exacerbated by weak enforcement 

mechanisms and limited coordination between tax authorities and other regulatory bodies.  

Inadequate Policy Design  

Poorly designed tax policies can lead to unintended consequences, including distortions in 

economic behavior and revenue shortfalls. For example, overly complex tax structures with 

multiple rates and exemptions can create confusion among taxpayers and increase compliance 

costs. In Nigeria, the lack of harmonization between federal, state, and local tax policies often 

leads to overlapping taxes, creating a disincentive for businesses to comply (Taiwo, 2020).  

Unrealistic revenue targets set by governments can pressure tax authorities to prioritize 

collection at the expense of taxpayer engagement and fairness. This approach can lead to 

aggressive enforcement tactics, which may alienate taxpayers and reduce long-term compliance 

(Feld & Frey, 2007).  

Political Interference  

Political interference in tax administration and policy implementation is a recurring challenge 

in many developing countries. In Nigeria, changes in political leadership often result in shifts 

in tax policies, creating uncertainty for taxpayers and businesses. Politicians may also influence 

tax authorities to exempt certain groups or industries from taxation, undermining the equity and 

effectiveness of the tax system (Ogbonna & Appah, 2016).  

Public Perception and Low Tax Morale  

The perception of taxation among the public significantly affects the implementation of tax 

policies. In Nigeria, widespread distrust in government institutions and the mismanagement of 

public funds contribute to low tax morale. Many taxpayers believe that their contributions are 

not being used to improve public services, which discourages compliance and fosters resistance 

to tax policies (Torgler, 2007).  

Technological Limitations  

The adoption of modern technology is essential for efficient tax administration, but many 

developing countries face significant barriers in this area. In Nigeria, the limited availability of 

reliable digital infrastructure hampers efforts to automate tax processes and improve 

compliance monitoring. While agencies like the Federal Inland Revenue Service (FIRS) and 

KWIRS have made progress in implementing e-tax systems, these initiatives are often 

constrained by inadequate funding and technical expertise (KWIRS Annual Report, 2021).  

Socioeconomic Challenges  

Socioeconomic factors, such as poverty and unemployment, also affect the implementation of 

tax policies. In a country like Nigeria, where a significant portion of the population lives below 

the poverty line, imposing taxes on lowincome earners can be counterproductive and politically 



sensitive. High tax burdens on struggling businesses and individuals can lead to increased 

evasion and resistance, undermining revenue generation efforts (Bird & Zolt, 2005).  

2.2.8 Impact of Tax Policies on Revenue Generation  

Tax policies play a pivotal role in shaping the revenue-generating capacity of governments. 

They determine how revenue is mobilized, allocated, and utilized for national development. 

Effective tax policies are essential for ensuring fiscal sustainability, reducing dependence on 

external borrowing, and promoting economic stability. In developing countries like Nigeria, 

where there is a heavy reliance on oil revenue, tax policies have been increasingly recognized 

as a critical instrument for diversifying revenue sources and fostering long-term economic 

growth.  

Enhancing Revenue Mobilization  

Tax policies significantly influence the extent to which governments can mobilize resources for 

public expenditure. Progressive tax policies that are carefully designed to capture revenue from 

individuals and businesses with the capacity to pay are more likely to achieve higher revenue 

generation. For example, income taxes and corporate taxes, when efficiently administered, 

provide a sustainable source of government revenue (Bird & Zolt, 2005).  

In Nigeria, reforms in tax policies, such as the introduction of the ValueAdded Tax (VAT) in 

1993, have contributed to the expansion of the country's revenue base. VAT, a consumption-

based tax, has become one of the largest sources of non-oil revenue in the country. In 2020, the 

Nigerian government increased the VAT rate from 5% to 7.5%, which led to an increase in VAT 

collection from N1.19 trillion in 2019 to over N1.53 trillion in 2021 (FIRS Annual Report, 

2021). This underscores the role of tax policies in boosting government revenue when well-

implemented.  

Widening the Tax Base  

An inclusive tax policy that captures a broad spectrum of taxpayers is crucial for maximizing 

revenue. In Nigeria, however, the tax base has historically been narrow due to the large informal 

sector and widespread non-compliance. Tax policies that encourage the formalization of 

businesses and integrate informal sector operators into the tax net have the potential to 

significantly enhance revenue generation. For instance, the Kwara State Internal Revenue 

Service (KWIRS) implemented measures such as taxpayer education and digitized tax systems 

to encourage voluntary compliance, resulting in a substantial increase in Internally Generated 

Revenue (KWIRS Annual Report, 2021).  

Tax amnesty programs, which allow defaulting taxpayers to regularize their tax status without 

penalties, have been employed as a policy tool to expand the tax base. For example, the 

Voluntary Assets and Income Declaration Scheme (VAIDS), introduced in 2017 by the Nigerian 

government, brought in additional revenue of over N30 billion from previously non-compliant 

taxpayers (FIRS, 2021).  



Addressing Revenue Volatility  

Tax policies play a key role in reducing revenue volatility, especially in economies dependent 

on natural resources like Nigeria. Overreliance on oil revenue exposes the government to 

external shocks caused by fluctuations in global oil prices. Diversifying revenue through 

effective tax policies provides a more stable and predictable revenue stream, enabling 

governments to plan and execute developmental projects more effectively.  

The focus on Internally Generated Revenue (IGR) by state governments in Nigeria is a response 

to the inherent volatility of oil revenue. Tax policies at the state level, such as the harmonization 

of tax collection processes and the adoption of electronic tax platforms, have helped mitigate 

the adverse effects of declining federal allocations. In Kwara State, for instance, IGR increased 

from N7.2 billion in 2015 to over N30 billion in 2020 due to reforms in tax administration 

(Olaleye et al., 2021).  

Promoting Equity and Social Development  

Tax policies are also instrumental in addressing income inequality and promoting social 

development. Progressive tax policies, which impose higher tax rates on high-income earners, 

can help redistribute wealth and fund public services such as education, healthcare, and 

infrastructure. This, in turn, promotes social equity and improves the quality of life for citizens.  

However, the effectiveness of tax policies in achieving these objectives depends on their design 

and implementation. In Nigeria, regressive taxes, such as consumption taxes, 

disproportionately affect low-income earners, exacerbating existing inequalities. Policymakers 

must strike a balance between revenue generation and equity to ensure that tax policies do not 

place an undue burden on vulnerable populations (Bird & Zolt, 2005).  

Challenges in Revenue Generation through Tax Policies  

Despite their potential, tax policies often face implementation challenges that limit their impact 

on revenue generation. Administrative inefficiencies, corruption, and low compliance rates are 

common obstacles in developing economies like Nigeria. For example, the Nigerian tax system 

suffers from poor enforcement, which allows high levels of tax evasion and avoidance 

(Ogbonna & Appah, 2016).  

Additionally, the complexity of tax laws and the lack of harmonization between federal, state, 

and local tax policies create confusion for taxpayers, leading to reduced compliance. For 

instance, multiple taxation is a recurring issue in Nigeria, where businesses are often subjected 

to overlapping taxes by different levels of government. This not only discourages compliance 

but also stifles economic growth by increasing the cost of doing business (Taiwo, 2020).  

Leveraging Technology for Revenue Generation  

The integration of technology into tax administration has emerged as a critical factor in 

improving the efficiency and effectiveness of tax policies. Digital platforms for tax registration, 

filing, and payment reduce administrative bottlenecks and enhance transparency. For example, 

the introduction of the TaxPro Max platform by the Federal Inland Revenue Service (FIRS) in 



2021 streamlined tax processes and improved taxpayer experience, resulting in higher 

compliance rates (FIRS Annual Report, 2021).  

At the state level, KWIRS has adopted similar technology-driven initiatives, such as electronic 

payment systems and automated data collection, to boost IGR. These innovations have not only 

increased revenue but also reduced opportunities for corruption and inefficiencies in tax 

administration (KWIRS Annual Report, 2021).  

2.2.9 The Role of Technology in Tax Administration  

Technology has revolutionized various aspects of human activities, including tax 

administration. In the 21st century, governments worldwide are leveraging technology to 

improve the efficiency, transparency, and effectiveness of their tax systems. In the context of 

tax administration, technology serves as a critical tool for automating processes, reducing 

errors, curbing corruption, and enhancing taxpayer compliance. With the growing complexities 

of tax systems and the need for higher revenue generation, the role of technology cannot be 

overstated.  

Enhancing Efficiency in Tax Administration  

Technology simplifies and accelerates tax processes, making it easier for both tax authorities 

and taxpayers to fulfill their obligations. Automated systems allow for faster tax assessments, 

accurate record-keeping, and efficient tax collection. For instance, electronic tax filing (e-

filing) systems enable taxpayers to file their returns from the comfort of their homes or offices, 

eliminating the need for physical visits to tax offices. Countries like the United States and the 

United Kingdom have implemented robust e-filing systems that have drastically reduced 

processing times and administrative costs (OECD, 2019).  

In Nigeria, the Federal Inland Revenue Service (FIRS) and state tax authorities, including the 

Kwara State Internal Revenue Service (KWIRS), have adopted technology to improve their 

operations. The introduction of the Integrated Tax Administration System (ITAS) by FIRS has 

streamlined processes such as taxpayer registration, filing, and payment. Similarly, KWIRS has 

implemented digital platforms that facilitate tax assessments and collections, thereby increasing 

revenue efficiency (KWIRS Annual Report, 2021).  

Promoting Transparency and Reducing Corruption  

One of the significant challenges in tax administration, particularly in developing countries, is 

corruption. Manual processes are often susceptible to fraud and manipulation, leading to 

revenue leakages and loss of public trust. Technology addresses these issues by creating 

transparent systems that limit human intervention.  

Digital platforms for tax administration provide a clear audit trail, making it easier to monitor 

and track transactions. For example, electronic payment systems ensure that taxes paid by 

taxpayers are directly remitted to government accounts, reducing the risk of embezzlement by 

intermediaries. Additionally, blockchain technology, though in its early stages of adoption, 

offers promising solutions for secure and transparent tax record-keeping (PwC, 2021).  



In Nigeria, the introduction of automated tax systems has significantly reduced corruption in 

revenue administration. The Taxpayer Identification Number (TIN) system, for instance, 

ensures that each taxpayer is uniquely identified, preventing duplication and tax evasion. These 

innovations build trust between taxpayers and authorities, ultimately improving compliance.  

Enhancing Taxpayer Compliance  

Technology plays a vital role in improving taxpayer compliance by making tax systems more 

user-friendly and accessible. Online portals, mobile applications, and interactive platforms 

provide taxpayers with the information and tools needed to meet their tax obligations. For 

instance, many tax authorities now offer online calculators that help individuals and businesses 

determine their tax liabilities accurately.  

In Kwara State, KWIRS has utilized digital platforms to educate taxpayers and simplify 

payment processes. The introduction of e-payment systems has enabled taxpayers to make 

payments securely and conveniently. Additionally, automated reminders and notifications 

ensure that taxpayers are aware of deadlines, reducing the likelihood of penalties due to late 

payments. These efforts contribute to higher compliance rates and increased revenue generation 

(Olaleye et al., 2021).  

Broadening the Tax Base  

Another critical benefit of technology in tax administration is its ability to identify and 

incorporate previously untapped revenue sources. Through data analytics and artificial 

intelligence (AI), tax authorities can detect noncompliance, identify informal sector 

participants, and widen the tax net. For example, by analyzing financial transaction data, tax 

authorities can uncover cases of underreporting and tax evasion.  

In Nigeria, the integration of technology with databases such as the Bank Verification Number 

(BVN) and the National Identity Number (NIN) has enabled tax authorities to track financial 

activities and identify potential taxpayers. These technological advancements are instrumental 

in addressing the challenges of a narrow tax base, which has historically hindered revenue 

mobilization in the country (Taiwo, 2020).  

Facilitating Collaboration and Information Sharing  

Technology enhances collaboration and information sharing between tax authorities, both 

domestically and internationally. Advanced systems enable seamless data exchange between 

federal, state, and local tax agencies, reducing duplication of efforts and fostering coordinated 

tax administration.  

Internationally, technological platforms such as the Common Reporting Standard (CRS) 

facilitate the sharing of financial information between countries, helping to combat tax evasion 

and illicit financial flows. Nigeria’s adoption of such frameworks has improved its capacity to 

tackle cross-border tax challenges and recover lost revenues (OECD, 2019).  

 

 



Addressing Challenges and Limitations  

While the benefits of technology in tax administration are evident, its implementation is not 

without challenges. In developing countries like Nigeria, issues such as inadequate 

infrastructure, limited internet penetration, and low digital literacy pose significant obstacles. 

Additionally, the high cost of acquiring and maintaining advanced technological systems can 

strain government budgets.  

Cybersecurity is another critical concern. As tax systems become increasingly digital, they 

become more vulnerable to cyberattacks and data breaches. Tax authorities must invest in 

robust security measures to protect sensitive taxpayer information and maintain public trust.  

2.2.10 Fiscal Federalism in Nigeria  

Fiscal federalism refers to the financial relationship between different levels of government in 

a federal system, focusing on how resources are allocated, revenue is generated, and 

expenditures are distributed among federal, state, and local governments. In Nigeria, fiscal 

federalism has long been a contentious issue, rooted in the country's complex socio-political 

structure and its dependence on oil revenue. Understanding the dynamics of fiscal federalism 

is essential to analyzing the impact of tax policies on revenue generation and the role of state 

governments, such as Kwara State, in strengthening internally generated revenue (IGR).  

The Concept of Fiscal Federalism  

Fiscal federalism is built on the principle that different levels of government should have 

autonomy over their financial affairs while maintaining cooperation and coordination in 

resource allocation and fiscal management. According to Musgrave and Musgrave (1989), 

fiscal federalism is based on three core functions of government: allocation of resources, 

redistribution of income, and stabilization of the economy. In federal systems, these functions 

are divided among the central, state, and local governments to promote efficiency, equity, and 

economic stability.  

Nigeria operates a federal system of government, with power distributed among the federal, 

state, and local governments as enshrined in the 1999 Constitution. However, the practice of 

fiscal federalism in Nigeria has been characterized by centralization, with the federal 

government controlling a disproportionate share of the country’s resources. This centralization 

has led to debates about the adequacy of revenue allocation to subnational governments and the 

need for greater fiscal autonomy (Abiola & Egbewole, 2020).  

Historical Context of Fiscal Federalism in Nigeria  

Nigeria’s system of fiscal federalism has evolved over time, shaped by colonial influences, 

military rule, and the discovery of oil. Before the discovery of oil in the 1950s, Nigeria's 

regional governments generated significant revenue from agriculture, with each region 

retaining control over its resources. However, the advent of oil as the primary source of national 

revenue led to the centralization of resource control and revenue sharing, with the federal 

government taking the lead in collecting and distributing oil revenue.  



The 1969 Petroleum Act and subsequent revenue allocation formulas further consolidated 

federal control over natural resources. This shift disrupted the balance of fiscal federalism, as 

state and local governments became increasingly dependent on federal allocations, 

discouraging efforts to develop alternative revenue sources such as taxation (Olaoye & 

Adeyemi, 2018).  

Revenue Allocation and Resource Control  

Revenue allocation is a core issue in Nigeria's fiscal federalism. The current revenue-sharing 

formula allocates 52.68% of federally collected revenue to the federal government, 26.72% to 

state governments, and 20.6% to local governments. Additionally, oil-producing states receive 

13% of oil revenue as a derivation fund to compensate for environmental degradation and 

resource exploitation. While this formula aims to promote equity, critics argue that it 

undermines the fiscal autonomy of subnational governments and perpetuates dependence on 

federal allocations (Ezeabasili & Herbert, 2019).  

The tension between resource control and revenue allocation has sparked calls for fiscal 

restructuring. Proponents of resource control advocate for states to retain a larger share of their 

resources, which would incentivize economic diversification and reduce reliance on oil 

revenue. This restructuring is particularly relevant for non-oil-producing states like Kwara, 

where efforts to boost internally generated revenue are critical for sustainable development. 

Challenges of Fiscal Federalism in Nigeria  

1. Overdependence on Oil Revenue: Nigeria's reliance on oil revenue has distorted the 

principles of fiscal federalism, as states and local governments rely heavily on federal 

allocations instead of developing their revenue bases. This dependence has made 

subnational governments vulnerable to oil price volatility and revenue shocks.  

2. Inequitable Revenue Allocation: The current revenue-sharing formula has been 

criticized for favoring the federal government at the expense of state and local 

governments. This imbalance limits the capacity of subnational governments to finance 

their responsibilities, particularly in areas such as education, healthcare, and 

infrastructure.  

3. Weak Tax Administration: Many states struggle with inefficient tax systems, low 

compliance rates, and administrative challenges that hinder their ability to generate 

revenue internally. These issues are compounded by a narrow tax base, driven by the 

informal sector's dominance and widespread tax evasion (Ogbonna & Appah, 2016).  

4. Corruption and Mismanagement: Corruption at all levels of government undermines 

the effectiveness of fiscal federalism. Funds meant for public services are often diverted 

for personal gain, eroding public trust and limiting the impact of revenue allocations.  

5. Inadequate Infrastructure: The lack of infrastructure, particularly in rural areas, 

affects the ability of state and local governments to collect taxes and provide services. 

This inadequacy also limits private sector growth, which is essential for expanding the 

tax base.  



Implications for Kwara State  

For Kwara State, fiscal federalism presents both opportunities and challenges. As a non-oil-

producing state, Kwara relies heavily on federal allocations, which account for a significant 

portion of its budget. However, this dependence exposes the state to fiscal vulnerabilities, 

particularly during periods of declining oil revenue or economic downturns.  

To address these challenges, Kwara State has implemented strategies to enhance internally 

generated revenue through tax reforms, digitalization, and public awareness campaigns. The 

establishment of the Kwara State Internal Revenue Service (KWIRS) has been instrumental in 

improving tax administration and broadening the state’s revenue base. Despite these efforts, the 

state continues to face issues such as low compliance rates, resistance to taxation, and 

administrative inefficiencies (Olaleye et al., 2021).  

The Way Forward  

To strengthen fiscal federalism in Nigeria, there is a need for comprehensive reforms that 

promote fiscal autonomy, equity, and accountability at all levels of government. Key 

recommendations include:  

1. Restructuring Revenue Allocation: Revisiting the revenue-sharing formula to give 

states a greater share of federally collected revenue while incentivizing them to develop 

alternative revenue sources.  

2. Enhancing Tax Administration: Investing in technology and capacity building to 

improve the efficiency and transparency of tax systems at the state and local levels.  

3. Promoting Resource Control: Allowing states to retain a larger percentage of their 

resources, particularly non-oil revenues, to encourage economic diversification and 

self-reliance.  

4. Strengthening Accountability: Implementing anti-corruption measures and ensuring 

that public funds are used effectively to meet the needs of citizens.  

5. Supporting Economic Diversification: Encouraging states to invest in sectors such as 

agriculture, manufacturing, and services to expand their revenue bases and reduce 

dependence on federal allocations.  

  



2.3 Theoretical Framework  

The theoretical framework serves as the foundation for understanding the relationship between 

government tax policies and revenue generation. It provides a lens through which the impact 

of taxation on fiscal performance can be analyzed. Several theories underpin this study, 

focusing on the principles of taxation, compliance, and the broader socio-economic effects of 

tax policies. These theories include the Benefit Theory, the Ability-to-Pay Theory, the Laffer 

Curve Theory, and the Theory of Optimal Taxation. Together, they offer insights into the 

rationale behind taxation, taxpayer behavior, and the design of efficient and equitable tax 

systems.  

2.3.1 Benefit Theory of Taxation  

Benefit Theory of Taxation, it is important to note that the theory operates on the premise that 

government spending on public goods and services should have a direct connection to the taxes 

individuals or businesses are required to pay. Public goods, such as national defense, education, 

and public healthcare, often benefit the entire population. The Benefit Theory proposes that 

individuals should be taxed based on the extent to which they benefit from these services, 

making the tax system more equitable and just (Musgrave, 1959). 

For example, those who make greater use of transportation infrastructure, such as roads, would 

be expected to pay more taxes to maintain and improve this infrastructure. Likewise, businesses 

that benefit from government-funded services like law enforcement and education would also 

contribute proportionally through taxes. According to the theory, this creates a sense of fairness, 

as individuals would pay for what they actually benefit from, rather than relying on a system 

where tax rates are determined by income or wealth alone (Stiglitz, 1986). 

Despite its theoretical appeal, the Benefit Theory has faced criticism regarding its practicality. 

Measuring the exact benefits an individual receives from public goods is complex and 

subjective. For instance, how does one quantify the benefit of a stable and secure environment, 

or access to public health, especially when these services are non-rivalrous and non-

excludable? Moreover, many public goods provide indirect benefits that are difficult to trace 

back to specific individuals, making it challenging to apply this theory uniformly (Pigou, 

1932). 

Additionally, critics argue that the Benefit Theory does not account for the principle of 

progressive taxation, which advocates for higher taxes on wealthier individuals to address 

income inequality. The Benefit Theory assumes that those who benefit more should pay more, 

but it does not consider the ability of an individual to pay, which is a core principle of fairness 

in taxation (Musgrave, 1959). This is a fundamental limitation, especially in societies with 

significant income disparities, where the wealthiest individuals may benefit less in tangible 

ways from certain public services but have a greater capacity to contribute. 

In conclusion, while the Benefit Theory of Taxation offers a compelling model for designing 

tax systems that link contributions to the consumption of public goods, its practical application 

faces several challenges. The difficulty of measuring benefits accurately and the potential 

neglect of ability-to-pay considerations suggest that it is most effective when combined with 



other tax theories, such as the Ability-to-Pay Theory, to ensure both fairness and efficiency in 

tax policies (Stiglitz, 1986). 

2.3.2 Ability-to-Pay Theory  

The Ability-to-Pay Theory of Taxation posits that taxes should be levied based on an 

individual’s financial capacity to pay, rather than the benefits they receive from public services. 

The underlying principle is that those who are economically better off should contribute more 

towards government revenue, reflecting a progressive approach to taxation. This theory 

prioritizes equity by ensuring that taxation does not disproportionately burden lower-income 

individuals. In contrast to the Benefit Theory, which is focused on the use of public services, 

the Ability-to-Pay Theory centers on the notion that people with higher income or wealth 

should contribute a larger share, irrespective of their direct use of public goods (Musgrave, 

1959). 

A key argument in favor of the Ability-to-Pay Theory is that it helps address social inequality 

by imposing higher taxes on those who can afford it. According to this theory, individuals with 

higher income levels have a greater ability to pay taxes without compromising their basic 

needs. This is a central tenet of progressive taxation systems, which are designed to reduce 

economic disparity and ensure that taxation is equitable (Stiglitz, 1986). As an example, income 

tax systems in many countries are progressive, with higher rates imposed on higher income 

brackets. This ensures that individuals with more financial resources contribute more to 

government revenue, which can then be redistributed to fund public goods and services that 

benefit society as a whole, especially the less affluent. 

However, critics of the Ability-to-Pay Theory argue that it may lead to disincentives for 

economic productivity. High taxation on the wealthy, they claim, could discourage investment 

and economic growth, as individuals and businesses might reduce their income-generating 

activities in response to higher tax rates (Musgrave, 1959). Additionally, while this theory aims 

to address inequality, it may not always be the most efficient approach. If taxes are set too high 

for the wealthy, there could be adverse effects on business investments, entrepreneurship, and 

overall economic development, potentially harming the very people the system intends to help. 

Another limitation of the Ability-to-Pay Theory is its potential failure to account for the relative 

utility of public goods. While it emphasizes the financial ability to pay, it does not directly link 

taxes to the actual benefits an individual receives from government services. This may create 

a disconnect in systems where people with lower incomes benefit significantly from 

government-provided services, such as education, healthcare, or infrastructure, but contribute 

relatively little due to their limited financial capacity (Pigou, 1932). 

Despite these criticisms, the Ability-to-Pay Theory remains a cornerstone of many tax systems, 

especially in societies that prioritize reducing inequality. It fosters the redistribution of wealth, 

helping to finance public goods and services that might otherwise be inaccessible to lower-

income individuals and communities. By focusing on the capacity to pay, it supports the idea 



that taxation should be fair and reflective of one’s economic position within society (Stiglitz, 

1986). 

In conclusion, the Ability-to-Pay Theory is a critical framework in designing tax policies that 

aim for social equity. While it has some limitations, particularly in balancing economic 

incentives and the distribution of benefits, it provides a solid foundation for progressive 

taxation systems that seek to ensure a more just and equitable society. 

2.3.3 Theory of Optimal Taxation  

The Theory of Optimal Taxation seeks to design a tax system that maximizes social welfare 

while minimizing economic distortions. This theory aims to strike a balance between equity 

(fair distribution of tax burdens) and efficiency (minimal interference with individual economic 

decisions). The core idea is to establish a tax system that raises necessary revenue for public 

goods and services, without discouraging productive activities, such as work, investment, and 

entrepreneurship. Optimal taxation attempts to avoid excessive tax rates that could hinder 

economic performance, while ensuring that the government has sufficient funds to provide 

essential services (Diamond & Mirrlees, 1971). 

One of the primary objectives of the Theory of Optimal Taxation is to determine the most 

efficient and equitable way to structure taxes. According to this theory, taxes should be levied 

in a way that minimizes the economic distortions caused by taxation. For example, a tax on 

labor income could discourage individuals from working more hours or pursuing higher-paying 

jobs, while a tax on capital could deter investment. To achieve an optimal tax system, the 

government must carefully consider these trade-offs and attempt to design tax rates that 

maximize welfare without leading to inefficient outcomes (Atkinson & Stiglitz, 1980). 

The theory emphasizes two key principles: first, that tax rates should be progressive to ensure 

fairness, and second, that the tax system should be as simple as possible to minimize 

compliance and administration costs. The optimal tax system should ideally balance these 

principles, ensuring that wealthier individuals contribute a fair share to public finances while 

minimizing negative effects on economic behavior. However, determining the exact optimal 

tax rate is a complex issue, as it requires assessing the elasticity of labor and capital supply and 

understanding the broader economic impacts of taxation (Diamond & Mirrlees, 1971). 

One notable aspect of the Theory of Optimal Taxation is its consideration of the trade-off 

between equity and efficiency. While progressive taxation is generally favored for its focus on 

fairness, it can create disincentives for higher income earners to invest, work, or save. This 

could lead to reduced economic growth or even capital flight in extreme cases. Conversely, a 

flat tax rate could minimize these economic distortions but might be perceived as unfair, 

especially if it places a disproportionate burden on lower-income individuals (Atkinson & 

Stiglitz, 1980). The challenge, therefore, lies in finding a tax structure that optimally balances 

these competing objectives. 



The Theory of Optimal Taxation has been the subject of extensive research, with key 

contributions from economists such as Mirrlees (1971) and Atkinson & Stiglitz (1980), who 

proposed models that consider income redistribution, the nature of public goods, and the 

behavioral responses to taxation. For instance, Mirrlees' model of optimal taxation emphasized 

the importance of taxing individuals based on their ability to pay while minimizing distortions 

to work and investment decisions. His work concluded that a well-designed tax system could 

achieve nearly optimal outcomes by focusing on income redistribution through progressive 

taxes, while also maintaining incentives for individuals to work and invest. 

Critics of the theory argue that its complexity makes it difficult to implement in practice, 

especially in developing countries with limited administrative capacity. Moreover, the 

assumptions underlying the theory, such as perfect information and rational behavior, are often 

unrealistic in real-world scenarios. In practice, policymakers must navigate a range of political, 

social, and economic considerations that can complicate the implementation of optimal 

taxation principles (Diamond & Mirrlees, 1971). 

In conclusion, the Theory of Optimal Taxation provides an important framework for designing 

tax systems that aim to maximize welfare, equity, and efficiency. While it offers valuable 

insights into the ideal structure of taxation, its application in real-world contexts requires 

careful consideration of local economic conditions, administrative capacity, and social goals. 

Despite these challenges, the theory remains central to discussions of public finance, offering 

a guide to achieving a tax system that balances fairness with economic efficiency. 

2.4 Empirical Review  

Empirical studies on taxation and revenue generation provide valuable insights into the 

practical implications of tax policies, administration, and compliance across different contexts. 

This section reviews relevant empirical literature to highlight key findings, trends, and 

challenges associated with taxation in Nigeria and other comparable economies. The focus is 

on examining how government tax policies influence revenue generation, taxpayer behaviour, 

and administrative efficiency, with a particular emphasis on state-level revenue systems like 

the Kwara State Internal Revenue Service (KWIRS).  

Taxation remains a fundamental mechanism for mobilizing resources to fund public 

expenditures. Several empirical studies have analyzed the relationship between tax policies and 

government revenue. For instance, Ogbonna and Appah (2016) examined the impact of tax 

reforms on revenue generation in Nigeria, concluding that reforms such as the introduction of 

the Value-Added Tax (VAT) and modernization of tax administration significantly enhanced 

revenue collection. However, they also noted that challenges like tax evasion and corruption 

continue to undermine the full potential of tax reforms.  

In a similar study, Taiwo (2020) investigated the determinants of internally generated revenue 

(IGR) in Nigerian states and found that effective tax administration, a diversified tax base, and 

the use of technology were critical factors in improving IGR. The study highlighted the success 

of KWIRS in leveraging digitization to streamline tax collection processes and boost revenue. 



However, it also pointed out that low compliance rates and a large informal sector remain 

significant obstacles.  

Taxpayer compliance is a crucial determinant of the effectiveness of tax policies. Empirical 

research has identified several factors influencing compliance, including awareness, trust in 

government, and the perceived fairness of tax systems. Adebisi and Gbegi (2013) analyzed tax 

compliance behavior in Nigeria and found that lack of trust in government institutions and the 

mismanagement of public funds were major barriers to compliance. The study emphasized the 

need for transparency and accountability in tax administration to build taxpayer confidence. 

CHAPTER THREE 

METHODOLOGY 

3.1 Introduction 

This chapter outlines the research methodology adopted to investigate the impact of 

government tax policies on revenue operations in Kwara State Internal Revenue Service 

(KWIRS). It provides a detailed description of the research design, population, sampling 

techniques, data collection methods, and data analysis techniques employed in the study. The 

methodological framework ensures a systematic approach to gathering and analyzing data, 

thereby enhancing the reliability and validity of the findings. 

3.2 Research Design 

The research adopts a survey design, which is suitable for gathering data on perceptions, 

attitudes, and behaviors from a specific population. This design enables the researcher to collect 

both quantitative and qualitative data, providing a comprehensive understanding of the 

relationship between government tax policies and revenue operations. According to Creswell 

(2014), survey research is effective for studies that seek to explore relationships among 

variables and generalize findings to a larger population. The survey design is particularly 

appropriate for this study, as it allows for the examination of how tax policies affect revenue 

generation and compliance within KWIRS. 

3.3 Population of the Study 

The population of the study comprises staff members of KWIRS, business owners, and 

individual taxpayers in Kwara State. The selection of these groups is justified by their direct 

involvement and interaction with tax policies and administration. The KWIRS staff provides 

insights into the implementation and enforcement of tax policies, while business owners and 

individual taxpayers offer perspectives on compliance and the impact of taxation. As of the 

latest records, KWIRS employs more than 100 staff members, and the taxpayer database 

includes over 100,000 registered entities and individuals. 

3.4 Sample Size and Sampling Technique 



A representative sample of the population was selected using a stratified random sampling 

technique. This method ensures that all subgroups within the population—including KWIRS 

staff, business owners, and individual taxpayers—are proportionally represented in the study.  

A sample size of 100 respondents was deemed adequate for the study.  

3.5 Sources and Method of Data Collection 

Data for the study were collected from both primary and secondary sources: 

• Primary Data: Primary data were obtained through structured questionnaires 

distributed to the selected sample. The questionnaire contained both closed-ended and 

open-ended questions designed to capture respondents’ opinions on tax policies, 

compliance, and revenue generation. 

• Secondary Data: Secondary data were sourced from official KWIRS reports, tax 

policy documents, academic journals, and other relevant publications. These data 

provided additional context and background for analyzing the relationship between tax 

policies and revenue operations. 

3.6 Instrument for Data Collection 

The primary instrument for data collection was a structured questionnaire. The questionnaire 

was divided into three sections: 

1. Demographic Information: This section gathered data on respondents’ age, gender, 

educational background, and occupation. 

2. Tax Policies and Administration: This section explored respondents’ perceptions of 

tax policies, enforcement mechanisms, and administrative efficiency. 

3. Revenue Operations and Compliance: This section assessed the impact of tax policies 

on revenue generation, compliance behavior, and challenges faced by taxpayers. 

The questionnaire was pre-tested on a small group of respondents to ensure clarity and 

reliability. Feedback from the pre-test was used to refine the instrument before full deployment. 

3.7 TECHNIQUES OF DATA ANALYSIS 

The researcher employed the use of simple techniques of data analysis like tables, 

percentages and measure of central tendency such as means, for purposeful analysis, response 

to the different sections or parts of the questionnaire were analyze in frequency and 

percentages.  

Hypothesis testing was done using the student distribution as 5% alpha level or 95% level of 

confidence. The formula for:  

T= Distribution is given by;  



T Cal = n(x-v) 

         S 

The degree of freedom is calculated as n-1, where:  

T Cal = T – Distribution calculated 

N = number of observations  

 X = sample mean ΣFX 

         NXI 

U = population mean ΣXip 

                 n 

S = standard deviation.  

Source; Adebayo and Nwosu2021 


