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INTRODUCTION
1.1	Background to the Study
Taxation is a vital tool used by governments around the world to generate revenue for developmental purpose, including infrastructure, education, healthcare, and security, in Nigeria, as in many developing economies, the need for a sustainable and robust revenue based has become increasingly critical, especially in the face of declining oil revenues. The Kwara state government through the Kwara State Internal Revenue services (KW-IRS) has taken steps to improve internally generated revenue (IGR). However, the persistence of tax evasion and tax avoidance continues to pose significant challenges.
Tax evasion refers to illegal practices by taxpayers to escape tax liability by deliberately misrepresenting or concealing income on the other hand, tax avoidance involves the use of legal means to reduce tax liabilities, often by exploiting loopholes in tax laws. While tax evasion is a criminal offense, tax avoidance through legal means, undermines the spirit of taxations and significantly affects the government’s ability to generate sufficient revenue.
Several researchers have examined the impact of tax evasion and avoidance on revenue generation in Nigeria. For instance, Adebisi and Gbegi (2013) investigated the effects of tax evasion and avoidance on economic development in Nigeria and found that both significantly reduce the government's ability to generate adequate revenue. Similarly, Okoye and Ezejiofor (2014) in their study on the impact of tax evasion and avoidance on government revenue in Nigeria concluded that tax evasion has a more direct and damaging effect than avoidance, though both are detrimental.
In the context of Kwara State, the Kwara State Internal Revenue Service (KW-IRS) was established to improve tax administration and enhance revenue collection. However, despite efforts at reform and modernization, challenges persist due to non-compliance, poor tax education, informal sector dominance, and weak enforcement mechanisms. Olaoye, Ayeni, and Ogundipe (2017) studied tax compliance and revenue generation in Kwara State and noted that while KW-IRS has improved tax processes, the prevalence of evasion and avoidance continues to hinder optimal revenue generation.
These persistent challenges call for an in-depth investigation into how tax evasion and avoidance specifically affect the revenue performance of KW-IRS. It is essential for students, policymakers, tax administrators, and researchers to understand the dynamics of tax evasion and avoidance and to develop practical strategies to curb them. 
As a result, Kwara State has witnessed a considerable shortfall in expected revenue, limiting the government’s ability to meet its obligations, provide social services, and pursue development projects. This persistent decline in revenue due to tax evasion and avoidance not only threatens fiscal sustainability but also undermines efforts to diversify the state’s revenue base.
Given these challenges, this study seeks to investigate the effects of tax evasion and avoidance on revenue generation in Kwara State, using the KW-IRS as a case study. The goal is to understand the scope and impact of these issues and to suggest effective policy measures that can strengthen the tax system, improve compliance, and enhance the government’s revenue performance.
1.2	Statement of the Problem
Despite the establishment of modern tax institutions such as the Kwara State Internal Revenue Service (KW-IRS), revenue generation in the state remains below its potential. Tax evasion and tax avoidance continue to pose serious threats to the effective mobilization of domestic revenue. These practices reduce the government’s ability to fund essential public services, invest in infrastructure, and promote socio-economic development.
Tax evasion is particularly rampant among individuals and businesses in the informal sector who often underreport or completely fail to report their income. On the other hand, tax avoidance, though legal, exploits weaknesses and loopholes in tax laws, further eroding the government’s revenue base. The persistence of these issues suggests that current tax policies, enforcement strategies, and compliance mechanisms are insufficient or ineffective.
Previous studies (such as Adebisi & Gbegi, 2013; Okoye & Ezejiofor, 2014) have shown that both tax evasion and avoidance negatively impact revenue generation in Nigeria. However, there is a lack of recent, localized research focused specifically on Kwara State. The extent to which these issues affect the revenue performance of KW-IRS remains underexplored, especially given the state’s ongoing economic and fiscal challenges.
1.3	Research Questions
i. What is the extent of tax evasion and tax avoidance among taxpayers in Kwara State?
ii. How do tax evasion and tax avoidance affect the revenue generation of the Kwara State Internal Revenue Service (KW-IRS)?
iii. What are the major factors contributing to tax evasion and tax avoidance in Kwara State?
iv. What measures have been taken by KW-IRS to reduce tax evasion and avoidance, and how effective are these measures?
v. What strategies can be implemented to improve tax compliance and enhance revenue generation in Kwara State?
1.4	Objective of the Study
The primary objective of this study is to investigate the effect of tax evasion and tax avoidance on the revenue generation of the government, using the Kwara State Internal Revenue Service (KW-IRS) as a case study. Specifically, the study aims to:
i. Examine the prevalence of tax evasion and tax avoidance among taxpayers in Kwara State.
ii. Analyze the impact of tax evasion and tax avoidance on the revenue generation of KW-IRS.
iii. Identify the major factors responsible for tax evasion and avoidance in the state.
iv. Assess the effectiveness of current measures put in place by KW-IRS to reduce tax evasion and avoidance.
v. Propose strategic recommendations to improve tax compliance and boost internally generated revenue in Kwara State.
1.5	Research Hypotheses
The study will test the following hypotheses:
Null Hypotheses (H₀):
1. H₀₁: Tax evasion has no significant effect on the revenue generation of the Kwara State Internal Revenue Service (KW-IRS).
2. H₀₂: Tax avoidance has no significant effect on the revenue generation of the Kwara State Internal Revenue Service (KW-IRS).
3. H₀₃: There is no significant relationship between tax compliance strategies and improvement in revenue generation in Kwara State.
Alternative Hypotheses (H₁):
1. H₁₁: Tax evasion has a significant effect on the revenue generation of the Kwara State Internal Revenue Service (KW-IRS).
2. H₁₂: Tax avoidance has a significant effect on the revenue generation of the Kwara State Internal Revenue Service (KW-IRS).
3. H₁₃: There is a significant relationship between tax compliance strategies and improvement in revenue generation in Kwara State.
1.6	Significance of the Study
This importance of taxation as a major source of government revenue cannot be overemphasized, especially in developing economy and it is expected to provide insights and solutions to the challenges posed by tax evasion and avoidance in Kwara State. The following highlights the relevance of the study:
1. For Government and Policy Makers: The study will assist the government of Kwara State and tax policy makers in identifying the causes and implications of tax evasion and avoidance. It will offer recommendations that can help improve the state’s Internally Generated Revenue (IGR) and reduce dependence on federal allocations.
2. For Kwara State Internal Revenue Services (KW-IRS): The research will be useful to KW-IRS by exposing the practical difficulties they face in tax collection and how these can be overcome. It will also guide them in designing effective compliance strategies and taxpayer education programs to minimize tax revenue losses.
3. For the Business Community and Taxpayers: The study will create awareness among individuals and corporate taxpayers about the legal and economic consequences of tax evasion and avoidance. It will encourage voluntary compliance and promote a taxpaying culture.
4. For Academics and Researchers: This study contributes to the body of knowledge in the fields of taxation, public finance, and revenue administration. It will serve as a useful reference for future students and researchers who may want to carry out related studies on taxation and government revenue.
5. For Students: The study serves as an academic reference and practical guide for students in accounting, economics, taxation, and public administration. It demonstrates how theory can be applied to real-life tax administration challenges in Nigeria, particularly in Kwara State.
1.7	Scope of the Study
This study focuses on examining the effect of tax evasion and tax avoidance on the revenue generation of the government, using the Kwara State Internal Revenue Service (KW-IRS) as a case study. The scope of the research is limited to tax practices, policies, compliance levels, and revenue outcomes within Kwara State, particularly within the operations of KW-IRS. 
1.8	Limitations of the Study
Methodological Limitations:
· Sample size: The sample size may not be representative of the entire population of taxpayers in Kwara State.
· Data collection method: The use of surveys and questionnaires may not capture the full complexity of the issues surrounding tax evasion and tax avoidance.
· Response bias: Respondents may not provide accurate or truthful answers, which could impact the validity of the findings.
Data Limitations:
· Availability of data: The availability and accuracy of data on tax evasion and tax avoidance in Kwara State may be limited.
· Reliability of data: The reliability of the data collected from respondents and secondary sources may be questionable.
· Timeframe: The study's timeframe may not capture the full extent of the issues surrounding tax evasion and tax avoidance.
Conceptual Limitations:
· Definition of tax evasion and tax avoidance: The study's definition of tax evasion and tax avoidance may not capture the full complexity of these concepts.
· Causality: The study may not be able to establish causality between tax evasion, tax avoidance, and revenue generation.
· Generalizability: The study's findings may not be generalizable to other states or countries.
Other Limitations
· Time and resource constraints: The study may be limited by time and resource constraints, which could impact the depth and breadth of the research.
· Access to information: The study may be limited by the availability of information and data, particularly from government sources.
· Bias and assumptions: The study may be limited by the researcher's biases and assumptions, which could impact the validity of the findings.
By acknowledging these limitations, the study can provide a more nuanced and accurate understanding of the issues surrounding tax evasion and tax avoidance in Kwara State.
1.9	Definition of Terms
1. Tax Evasion: Tax evasion refers to the intentional and illegal act of avoiding or underpaying taxes owed to the government. This can include actions such as; Underreporting income, Overstating deductions, Failing to file tax returns and Using fake or altered documents
2. Tax Avoidance: Tax avoidance refers to the legal act of minimizing tax liability through legitimate means, such as; Using tax deductions and credits, Investing in tax-efficient investments, Utilizing tax-deferred savings vehicles
3. Revenue Generation: Revenue generation refers to the process of creating income for the government through various sources, including; Taxation, Fees and charges, Licenses and permits, Investments and dividends
4. Tax Compliance: Tax compliance refers to the act of fulfilling tax obligations, including; Filing tax returns, Paying taxes owed, Maintaining accurate records,  Cooperating with tax authorities


CHAPTER TWO
LITERATURE REVIEW
2.1	Introduction
Tax evasion and tax avoidance are pervasive issues that significantly impact government revenue generation, hindering the ability of governments to fund public goods and services. This literature review examines the effect of tax evasion and tax avoidance on revenue generation, with a specific focus on the Kwara State Internal Revenue Services. By analyzing existing research, this review aims to provide insights into the causes, consequences, and potential solutions to these practices, ultimately contributing to a better understanding of how to optimize tax revenue collection.
Key Areas of Exploration
· Defining tax evasion and tax avoidance: Understanding the differences between these two concepts and their implications for tax revenue.
· Impact on revenue generation: Examining the empirical evidence on how tax evasion and avoidance affect government revenue.
· Causes and motivations: Investigating the factors driving tax evasion and avoidance, including taxpayer behavior, tax policies, and enforcement mechanisms.
· Consequences and implications: Discussing the economic, social, and political consequences of tax evasion and avoidance.
· Potential solutions and strategies: Exploring effective approaches to mitigate tax evasion and avoidance, including tax reforms, enforcement measures, and taxpayer education.
2.2	Conceptual Framework
Independent Variables
1. Tax Evasion: Illegal acts to avoid or underpay taxes.
2. Tax Avoidance: Legal acts to minimize tax liability.
Dependent Variable
1. Revenue Generation: The amount of revenue collected by the government.
Mediating Variables
1. Tax Compliance: The extent to which taxpayers comply with tax laws and regulations.
2. Tax Administration: The effectiveness of tax authorities in enforcing tax laws and collecting revenue.
Moderating Variables
1. Tax Policies: The laws and regulations governing taxation.
2. Economic Factors: The state of the economy, including factors like inflation, unemployment, and GDP growth.
2.3	Theoretical Framework
Theories Relevant to Tax Evasion and Avoidance
1. Deterrence Theory: Suggests that tax compliance can be achieved through punishment and penalties for non-compliance.
2. Economic Theory of Tax Compliance: Posits that taxpayers make rational decisions about tax compliance based on costs and benefits.
3. Social Exchange Theory: Emphasizes the role of trust, fairness, and reciprocity in shaping tax compliance behavior.
4. Fiscal Exchange Theory: Suggests that taxpayers' compliance is influenced by the perceived benefits and services received from the government.
Key Concepts
1. Tax Morale: Taxpayers' willingness to comply with tax laws.
2. Tax Compliance: Taxpayers' adherence to tax laws and regulations.
3. Revenue Generation: The government's ability to collect revenue through taxation.
2.4 	Empirical Review
· Empirical Evidence from Prior Studies
Ogundele, Akinyemi & Akinyemi (2017) carried out a study on tax evasion in Nigeria found that deliberate evasion significantly reduced government revenue and constrained economic planning. The study used a regression model to analyze data from various states and found a negative correlation between tax evasion and revenue performance.
Akintoye & Tashie (2013) in a study focused on Lagos State, findings revealed that tax avoidance practices — especially by high-net-worth individuals and corporations — significantly lowered tax revenues. They recommended policy reforms to close legal loopholes. Fagbemi, Uadiale & Noah (2010) carried out a study that analyzed corporate tax avoidance among Nigerian firms and concluded that weak enforcement mechanisms and lack of accountability in tax administration were major enablers of avoidance and evasion.
Adegbie & Fakile (2011), carried out a research findings on tax evasion and avoidance using data from Ogun State, their study showed that tax evasion practices such as under-declaration of income and unregistered businesses accounted for a significant loss of internally generated revenue (IGR).
· Empirical Findings Specific to Kwara State
The reports from the findings of KWIRS Annual Reports (2020–2023) indicate an increasing effort to boost IGR through digital tax systems and improved taxpayer education. However, tax default rates remain high among SMEs and informal sector operators. 
Ibrahim (2022) in his empirical study on Kwara State's tax administration revealed that Over 35% of eligible taxpayers engage in evasion. Tax avoidance is facilitated by limited tax literacy and loopholes in tax laws. He also revealed that there is a significant inverse relationship between tax evasion/avoidance and government revenue in Kwara.
General Empirical Findings 
Studies on Tax Evasion and Avoidance
1. Tax evasion and economic growth: Studies have shown that tax evasion can negatively impact economic growth by reducing government revenue and increasing income inequality.
2. Determinants of tax compliance: Research has identified factors such as trust in government, tax fairness, and complexity of tax laws as influencing tax compliance behavior.
3. Effectiveness of tax enforcement: Studies have found that effective tax enforcement strategies, such as audits and penalties, can increase tax compliance and revenue collection.


Studies on Revenue Generation
1. Impact of tax policies on revenue: Research has examined the impact of tax policies, such as tax rates and exemptions, on revenue generation.
2. Role of tax administration: Studies have highlighted the importance of effective tax administration in improving revenue collection and reducing tax evasion.
Studies on Kwara State or Nigeria
1. Tax evasion and revenue loss: Research specific to Nigeria or Kwara State has quantified the revenue losses due to tax evasion and avoidance.
2. Challenges facing tax authorities: Studies have identified challenges facing tax authorities in Nigeria, including inadequate infrastructure, corruption, and lack of taxpayer education.


CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
The research methodology is a critical aspect of any academic investigation as it outlines the procedures, techniques, and tools employed to collect, analyze, and interpret data. In this study, the methodology serves as the framework that guides the systematic exploration of how tax evasion and tax avoidance affect the revenue generation of the government, using the Kwara State Internal Revenue Services (KW-IRS) as a case study.
The research methodology also considers how the study ensures the validity and reliability of data, as well as the ethical obligations of the researcher. The methodology was designed not only to produce credible and reproducible results but also to provide policymakers and tax administrators with practical insights into improving revenue generation through better management of tax evasion and avoidance. By grounding the research in both qualitative and quantitative data, this approach allows for a comprehensive assessment of the problem and contributes meaningfully to the academic discourse on public finance and tax administration in Nigeria.
3.2 Research Design
This project made use of a descriptive survey research design. This type of design is used when a researcher wants to collect information from a group of people to describe a situation, problem, or condition.
The reason for choosing this design is because it helps the researcher gather data directly from people such as tax officers, taxpayers, and other relevant individuals in Kwara State. The design also allows the researcher to understand how tax evasion and tax avoidance are affecting the revenue generation of the Kwara State government.
The descriptive survey involved the use of questionnaires and interviews to collect information from the respondents. With this method, the researcher was able to ask questions, record responses, and analyze the results to find out the effect of tax evasion and tax avoidance on government income.
This research design was suitable because it helped the researcher gather the right information, understand people’s views, and provide useful findings for improving tax collection in Kwara State.
3.3 Population of the Study
The population of this study includes all the people that are connected to tax payment and tax collection in Kwara State. This includes:
I. Staff of Kwara State Internal Revenue Service (KW-IRS)
II. Taxpayers (both individuals and business owners)
III. Tax consultants and agents
These groups were chosen because they have direct knowledge and experience with tax-related issues in the state. The staff of KW-IRS help in collecting and managing taxes, while the taxpayers are the ones who are expected to pay taxes. Tax consultants help people and businesses to plan and manage their tax payments. The total population is large and spread across different areas of Kwara State, so a sample was selected from this group to make the research easier and more focused.
3.4 Sample Size and Sampling Technique
For this research, a total of 120 respondents were selected as the sample size. This number was chosen to make the study manageable and to ensure that useful and accurate information could be gathered within the available time and resources.
The sample included:
i. Staff members of Kwara State Internal Revenue Service (KW-IRS)
ii. Registered taxpayers (including individuals and business owners)
iii. Some selected tax consultants
To select these respondents, the researcher used two sampling techniques:
1. Purposive Sampling: This method was used to choose tax officials and consultants because they have specific knowledge and experience about tax matters.
2. Random Sampling: This method was used to select taxpayers from different parts of Kwara State. It gave every taxpayer an equal chance of being picked, making the sample fair and unbiased.
By combining these two methods, the researcher was able to collect reliable information from the right people.
3.5 Sources and Methods of Data Collection
In this study, the researcher used two main sources of data: primary data and secondary data.
1. Primary Data: Primary data is the original information collected directly from people through:
Questionnaires: The researcher gave out printed forms with questions for respondents to fill. These questions were designed to get their views and experiences about tax evasion, tax avoidance, and how it affects revenue generation.
Interviews: The researcher also spoke directly with some selected staff of KW-IRS and tax consultants to get more detailed information.
These methods helped the researcher to gather fresh and accurate data from people who are directly involved in tax matters.
2. Secondary Data: Secondary data refers to information that has already been recorded by others. The researcher collected this from:
i. Official reports from Kwara State Internal Revenue Service (KW-IRS)
ii. Government publications
iii. Past research projects
iv. Textbooks and academic journals
These documents helped the researcher to understand what has already been written about the topic and to support the findings from the primary data. In summary, both primary and secondary data were used to make the research more complete and reliable.
3.6 Instrument for Data Collection
The main instrument used for collecting data in this research was the questionnaire.
A questionnaire is a set of written questions given to people to answer in order to collect information about a topic. It is a simple and useful tool for getting people’s opinions, knowledge, and experiences.
The questionnaire used in this study was divided into two sections:
Section A: This section collected personal information about the respondents, such as age, gender, occupation, and level of education.
Section B: This section focused on the main topic of the research. It contained questions about tax evasion, tax avoidance, and how these practices affect government revenue in Kwara State.
Most of the questions were close-ended, meaning the respondents had options to choose from (like Yes/No or Agree/Disagree). This made it easy to analyze the answers. A few open-ended questions were also included to allow respondents to give their own views in detail.
The questionnaires was shared with; Staff of KW-IRS, Selected taxpayers and Tax consultants This instrument was chosen because it is easy to use, saves time, and helps in collecting data from many people within a short period.
3.7 Techniques for Data Analysis
After collecting the data from the questionnaires and interviews, the next step was to analyze the information in a way that would help answer the research questions. In this study, the researcher used the following techniques to analyze the data:
1. Descriptive Statistics: This includes the use of; Tables, Frequencies (number of responses) and Percentages. These was used to summarize the responses from the questionnaires. For example, the number of people who agreed or disagreed with certain questions was calculated and presented in percentages to make the results easy to understand.
2. Simple Interpretation: The results were explained in simple terms to show what they mean in relation to the research objectives. This helped to draw conclusions about how tax evasion and tax avoidance affect revenue generation in Kwara State. A calculator and Microsoft Excel were used to assist with counting, organizing, and presenting the data clearly. This method of analysis was chosen because it is easy to use, and it helps to present the findings in a clear and understandable way, especially for academic project work 

CHAPTER FOUR
DATA ANALYSIS AND DISCUSSION OF RESULTS
4.1 Introduction
This chapter presents the analysis and interpretation of the data collected through the questionnaires and interviews conducted during the study. The data collected from the respondents (staff of KW-IRS, taxpayers, and tax consultants) were carefully examined and arranged in tables, using frequencies and percentages. These were used to answer the research questions and to understand how tax evasion and tax avoidance affect revenue generation in Kwara State.
The aim of this chapter is to interpret the responses and link them to the research objectives and questions. This will help to clearly understand how tax evasion and tax avoidance affect government revenue, and whether the efforts of the KW-IRS are enough to reduce these practices.
4.2 Respondents’ Characteristics and Classification
This section shows the personal information of the respondents who participated in the study. Their characteristics help us understand the background of the people who gave information through the questionnaires. The classification includes gender, age, occupation, and level of education.
Table 1: Gender of Respondents
	Gender
	Frequency (F)
	Percentage (%)

	Male
	75
	62.5%

	Female
	45
	37.5%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: The table above shows that 62.5% of the respondents were male, while 37.5% were female. This means that more males participated in the study than females.
Table 2: Age Distribution of Respondents
	Age Range
	Frequency (F)
	Percentage (%)

	18–30 years
	35
	29.2%

	31–40 years
	48
	40%

	41–50 years
	25
	20.8%

	Above 50 years
	12
	10%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Most of the respondents (40%) were between the ages of 31 and 40. This suggests that the majority of participants are adults likely to be involved in tax matters.
Table 3: Educational Qualification of Respondents
	Qualification
	Frequency (F)
	Percentage (%)

	SSCE/OND
	30
	25%

	HND/Bachelor’s Degree
	60
	50%

	Postgraduate
	30
	25%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Half of the respondents (50%) had HND or bachelor's degrees. This shows that most of the participants are educated and can understand tax-related issues.
Table 4: Occupation of Respondents
	Occupation
	Frequency (F)
	Percentage (%)

	KW-IRS Staff
	40
	33.3%

	Business Owners
	50
	41.7%

	Salaried Workers
	30
	25%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: The highest number of respondents were business owners (41.7%), followed by KW-IRS staff (33.3%). This shows that the study covered both tax officials and taxpayers.
4.3 Presentation and Analysis of Data
This section presents the responses gathered through the questionnaires distributed to selected staff of the Kwara State Internal Revenue Service (KW-IRS), business owners, and individual taxpayers. The data has been analyzed using frequency tables and percentages, and each table is followed by a brief explanation.
Research Question 1: Does tax evasion affect government revenue generation in Kwara State?
Table 5: Does tax evasion reduce the amount of revenue collected by the government?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	90
	75%

	No
	20
	16.7%

	Undecided
	10
	8.3%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Majority of the respondents (75%) agreed that tax evasion reduces government revenue. This shows that tax evasion is seen as a major problem in Kwara State.
Research Question 2: Is tax avoidance affecting the revenue base of Kwara State Government?
Table 6: Do you believe tax avoidance negatively affects the state’s revenue?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	85
	70.8%

	No
	25
	20.8%

	Undecided
	10
	8.4%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: 70.8% of respondents believe tax avoidance also has a negative effect on government revenue. This implies that both legal (avoidance) and illegal (evasion) practices impact the financial strength of the government.
Research Question 3: Are current tax laws and enforcement effective in reducing evasion and avoidance?
Table 7: Are tax laws in Kwara State strong enough to reduce tax evasion and avoidance?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	28
	23.3%

	No
	77
	64.2%

	Undecided
	15
	12.5%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Only 23.3% of respondents think current tax laws are effective. The majority (64.2%) believe stronger enforcement is needed to reduce tax evasion and avoidance in Kwara State.
Research Question 4: What are the major causes of tax evasion and tax avoidance in the state?
Table 8: What do you think is the main reason people avoid or evade tax in Kwara State?
	Option
	Frequency (F)
	Percentage (%)

	High tax rates
	40
	33.3%

	Poor use of tax revenue
	35
	29.2%

	Lack of tax awareness
	25
	20.8%

	Weak enforcement and penalties
	20
	16.7%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Most respondents (33.3%) blamed high tax rates for tax evasion and avoidance, followed by poor use of tax funds (29.2%). This means people are more likely to comply if tax rates are fair and the revenue is well managed.
4.4 Analysis of Other Relevant Data
Table 9: Do taxpayers in Kwara State understand the importance of paying taxes?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	40
	33.3%

	No
	60
	50%

	Undecided
	20
	16.7%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Half of the respondents (50%) believe that taxpayers in Kwara State do not fully understand the importance of paying taxes. This indicates a need for public awareness and education on the role of taxes in national development.
Table 10: Are there enough incentives or encouragement for voluntary tax compliance?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	30
	25%

	No
	70
	58.3%

	Undecided
	20
	16.7%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: Most respondents (58.3%) believe that there are not enough incentives to encourage people to willingly pay taxes. This suggests that the government may need to introduce benefits like tax discounts, recognition, or business support for compliant taxpayers.
Table 11: Does the government properly use the revenue collected from taxes?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	25
	20.8%

	No
	80
	66.7%

	Undecided
	15
	12.5%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: A large majority (66.7%) believe that the government does not use tax revenue properly. This can lead to distrust in the system and discourage people from paying taxes regularly.
Table 12: Can increased enforcement reduce tax evasion and avoidance in Kwara State?
	Response
	Frequency (F)
	Percentage (%)

	Yes
	92
	76.7%

	No
	18
	15%

	Undecided
	10
	8.3%

	Total
	120
	100%


Source: Researcher’s Field Survey, 2025
Interpretation: A majority (76.7%) agree that stronger enforcement of tax laws can reduce both tax evasion and tax avoidance. This supports the need for the government to take legal action against defaulters and improve monitoring systems.
4.5 Test of Hypothesis
In this section, the hypotheses formulated in Chapter One are tested using the data collected from respondents. The test is based on simple percentage analysis since this is appropriate for a National Diploma (ND) level project.
Restatement of Hypotheses
Hypothesis 1:
H₀ (Null Hypothesis): Tax evasion has no significant effect on government revenue generation in Kwara State.
H₁ (Alternative Hypothesis): Tax evasion has a significant effect on government revenue generation in Kwara State.
From Table 5 in Section 4.3, we found that:
75% of respondents said Yes, tax evasion affects revenue.
16.7% said No.
8.3% were Undecided.
Since the majority (75%) of respondents agreed, we reject the null hypothesis (H₀) and accept the alternative hypothesis (H₁).
Decision: Tax evasion has a significant negative effect on government revenue generation in Kwara State.
Hypothesis 2:
H₀ (Null Hypothesis): Tax avoidance does not affect government revenue generation in Kwara State.
H₁ (Alternative Hypothesis): Tax avoidance affects government revenue generation in Kwara State.
From Table 6 in Section 4.3:
70.8% said Yes, tax avoidance affects revenue.
20.8% said No.
8.4% were Undecided.
Again, since most respondents (70.8%) believe tax avoidance affects revenue, we reject the null hypothesis (H₀) and accept the alternative hypothesis (H₁).
Decision: Tax avoidance also has a significant negative effect on government revenue in Kwara State.
4.6 Summary of Findings
Based on the data collected, analyzed, and interpreted in this study, the following major findings were observed:
1. Tax evasion significantly affects government revenue in Kwara State. A large majority of respondents (75%) agreed that tax evasion reduces the amount of money generated by the government.
2. Tax avoidance also negatively impacts revenue generation. About 70.8% of respondents confirmed that tax avoidance contributes to the low level of revenue collected by the government.
3. The enforcement of tax laws and penalties is considered weak. Most respondents (64.2%) believe that current tax laws are not strong or effective enough to discourage evasion and avoidance.
4. Lack of public awareness and education about taxes was identified as one of the causes of tax evasion and avoidance. Many taxpayers do not fully understand the importance of paying tax.
5. High tax rates and poor use of collected revenue were also reported as reasons why people avoid or evade taxes. Respondents noted that people are discouraged when they do not see the benefits of the taxes they pay.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary
This study examined the effect of tax evasion and tax avoidance on the revenue generation of the government, using Kwara State Internal Revenue Services (KW-IRS) as a case study. It focused on identifying how these two practices affect government income, the effectiveness of current tax laws, and the behavior of taxpayers in the state. Data was collected through structured questionnaires and analyzed using simple percentages and tables. The findings revealed that tax evasion and avoidance both significantly reduce the amount of revenue the government is able to collect. Other key findings include lack of public awareness, poor enforcement of tax laws, high tax rates, and the improper use of collected tax funds.
5.2 Conclusion
From the findings of this study, it is clear that tax evasion and tax avoidance are serious challenges to government revenue generation in Kwara State. These practices are often caused by weak enforcement, lack of incentives, limited awareness, and distrust in how the government uses tax money. For the government to meet its financial and developmental goals, it must take steps to reduce tax evasion and avoidance. Ensuring transparency, fairness, and accountability in tax collection will encourage voluntary compliance and improve revenue performance.
5.3 Recommendations
Based on the research findings, the following recommendations are made:
1. Strengthen Tax Law Enforcement: The government should improve the enforcement of tax laws by introducing stricter penalties for defaulters and ensuring that tax offenders are prosecuted.
2. Public Awareness Campaigns: Continuous sensitization should be carried out to educate the public on the importance of paying taxes and the dangers of tax evasion and avoidance.
3. Use of Technology: Tax administration should be digitized to ensure transparency, reduce human interference, and make it easier for taxpayers to comply.
4. Provide Tax Incentives: Government should introduce incentives such as tax reliefs, recognitions, or awards for consistent taxpayers to encourage voluntary compliance.
5. Review Tax Rates: Taxes should be fair and affordable. High tax rates often discourage payment, so reviewing them could reduce evasion and encourage more people to pay.
6. Improve Transparency in Fund Usage: The government should ensure that taxpayers can see how their money is being used. Projects funded by tax should be publicly displayed to build trust.
5.4	Frontier for Further Research
1. Wider Geographical Scope: This study focused solely on Kwara State. Future research could extend to other states or conduct a nationwide study to allow for broader generalization and comparative analysis.
2. Sectoral Analysis: The current research did not disaggregate data by economic sectors. Further studies could investigate how tax evasion and avoidance vary across specific industries such as the informal sector, manufacturing, or services.
3. Effectiveness of Enforcement Mechanisms: This study did not assess the efficiency of enforcement tools and penalties used by KWIRS. Further studies could evaluate how different enforcement strategies influence compliance levels.
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