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Abstract 
The objective of this paper was to assess how e-tax payment could enhance revenue 
generation efficiency in Nigeria and evaluate the rational for the adoption of electronic tax 
system by the Federal Inland Revenue Service (FIRS) and State Boards of Internal Revenue 
Service (SBIRS) in Nigeria. In order to actualize these objectives, the paper is anchored on the 
theory of innovation translation as it relates to translating innovation in tax administration and 
collection by the FIRS. The paper discussed some of the challenges and risks faced by the various 
tax authorities in the adoption of e-tax payment and remittance in the country and it was 
revealed that e-tax filing and payment enhance revenue collection efficiency, promotes 
compliance and are very effective for tax collection. It is recommended that elaborate civic 
education should be carried out to ensure that the general public is aware of the new e-tax system, 
how to use it and that tax payers should be advised where they can get assistance at designated 
government centers to avoid being robbed by fraudsters in the process of trying to use the e 
payment system. 
 

Keywords: E-Tax Payment, E- Tax Filling and Collection, Revenue Generation, Federal Inland 
revenue service (FIRS), State Inland Revenue service (SIRS).  
 
INTRODUCTION 

The economic, political and social advancement of any nation is largely based on the amount of 

internally generated revenue, among which tax is one of the major sources, for the provision of 

social amenities for the development of that country. According to Azubike (2009), tax is a major 

player in every society of the world. The tax system in Nigeria is mostly dominated by oil 

revenue. According to Statistics from the Central Bank of Nigeria (2011), oil and gas exports 

accounted for more than 98 percent of export earnings and about 83 percent of federal government 

revenue, as well as generating more than 40 percent of its GDP. It also provides 95 percent 

foreign exchange earnings. Therefore, a highly lucrative means of generating the amount of 

revenue needed for providing the necessary infrastructure for Nigeria through tax is 

undoubtedly through a well-structured tax system. In Africa, tax revenue has significantly 

contributed towards the economic growth of different countries. 

 
According to the OECD (2017) the tax-to-GDP ratios in eight African countries namely: 

Tunisia, Morocco, South Africa, Senegal, Mauritius, Cote d'lvoire, Rwanda and Cameroon 

ranged from 16.1% to 31.3%, m 2014. It was revealed that in 2014 Tunisia had the highest tax-
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to-GDP ratio (31.3%) which was closely followed by Morocco (28.5%). This figure is higher 

than tax-to-GDP ratio of some countries listed by Organisation for Economic Co-operation and 

Development as High-Income countries. In Nigeria, taxation has been in existence even before 

the amalgamation in 1914 of the North and South protectorate to form the country now called 

Nigeria. The types of taxes paid in those days are inform of homage paid to Oba's household 

contribution for maintenance of peace and maintenance of security guards, soldiers, penalty 

paid for non -performance of civil right and contribution to educational development. However the 

tax system in Nigeria from the pre-colonial era up till year 2004 was not well reorganized as it 

is in other countries. For example, while most countries both within and outside Africa 

categorize their revenues as tax-revenues and non-tax revenues, in Nigeria federally collected 

revenue is categorized under oil revenue and non-oil revenue. It is also discouraging to reveal 

that tax revenues has not contributed significantly toward the economic growth of Nigeria when 

compared with tax-to-GDP ratio of other African countries such as Cameroon, Senegal, 

Tunisia, and so on. 

Technology is influencing our lives and continues to change the way we do things from the 

simple day to day activities to the complex and less routine task. The impact of technology 

can be felt in every area of our lives such as education, entertainment communication, and 

commerce including taxation. Information Technology (IT) is an important instrument for tax 

administration reform because it will enable tax administrators to gather adequate and accurate 

information for analysis, that will encourage a proactive) managed workload and resources, it help 

in fostering a co-operative engagement with taxpayers and to standardize the treatment of lax 

payers and thereby facilitate the uniform application of the law (USAID leadership hi public 

financial management). The use of IT to aid tax administration is the initiative that gave 

birth to the now popular E-tax system today. 

 
It has been observed mat in most countries where tax revenues significantly constitute a major part 

of the economy's revenue, they have been using Electronic Tax system for years. E-taxation is 

an electronic self-service platform that enables taxpayers to file their tax returns and conduct other 

tax services online at their convenience irrespective of their locations once internet is available. 

According to the World Bank and PWC (2013), 66 economies had fully implemented electronic 

filing for payment of taxes as at 2010,20 of them adopted the system in the past 7 years. World 

Bank and PWC (2015) Paying Taxes Survey in 2005 revealed that taxpayers are able to file tax 

returns electronically in about 45% of the countries mat were surveyed. It was revealed that 
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taxpayers are able to complete at least one aspect of their tax compliance process 

electronically in 83% of the surveyed countries. In 2014, more than 24 countries instituted 

reforms that made it easier or less costly for firms to file returns and pay taxes and the most 

common feature of tax reforms globally was the introduction of, or enhancement of 

electronic filing system. Such changes were implemented in 18 countries including Costa 

Rica, Cyprus, Mozambique, Spain, Vietnam, Serbia, and Zambia, amongst others. 

 
Filing and paying tax electronically has helped tax officers in spending less time in doing 

most of the manual work like raising assessment and documenting collection through the 

maintenance of assessment register reason been that the computer does all of these without 

the taxpayer visiting the tax office. The system also increased transparency and limited the 

opportunity for corruption and bribery (Ezomike, 2016). 

 
In a bid to improve the Nigeria tax system for effective tax administration, the Nigeria Interbank 

Settlement System (NIBSS) and System Specs Nigeria Limited partnered with the Federal 

Inland Revenue Services (FIRS) to provide electronic payment of taxes in Nigeria in 2015. 

Electronic taxation system was introduced to automate all core processes from tax registration, 

payment, assessment, monitoring exercise, tax audit and investigation, taxpayers file 

management and returns filing- The E-tax system is however expected to promote efficiency, 

accountability, compliance and also curb leakages in the Nigerian tax system. The system will 

go a long way in lightening the work load of the tax payers and reducing operational cost. 

E-tax if adopted will have an overall positive impact on the tax system. However, in spite of 

the improvement in technology integration in the Nigeria Tax system, it remains unclear how 

the implementation has affected government tax revenues specifically; federally collected 

revenue as such has not witnessed wide acceptability by tax payers. Again since its 

implementations, full appraisal of its effectiveness and efficiency in increasing or decreasing 

revenue generation from tax revenue has not been assessed.  It is on the basis of this that this 

theoretical paper seeks to assess e-tax payment on revenue generation efficiency in Nigeria. 

LITERATURE REVIEW  

Theoretical Foundation 

Theory of Innovation Translation 

An alternative view of innovation is that of innovation translation proposed in actor-network theory 

(ANT). Theory of Innovation Translation is a theory of innovation in which, instead of using 

an innovation in the form it is proposed, potential adopters translate into a form that suits their 
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needs. Actor-Network Theory (ANT) rather than recognizing in advance the essences of 

humans and of social organizations and distinguishing their actions from the inanimate 

behavior of technological and natural objects adopt an anti-essentialist position. According to 

Latour (1986), ANT considers both social and technical determinism to be flawed and 

proposes instead a socio-technical account in which neither social nor technical positions are 

privileged. In this socio-technical order nothing is purely social and nothing is purely 

technical. ANT deals with the social-technical divide by denying that purely technical or purely 

social relations are possible. What seems, on the surface, to be social is partly technical, and what 

may appear to be only technical is partly social? 

 
The model of translation as proposed in actor-network theory proceeds from a quite different set 

of assumptions to those used in innovation diffusion. Gallon et al. (1983) propose that 

translation involves all the strategies through which an actor identifies other actors and 

arranges them in relation to each other. Latour (1986) argued that the mere 'possession' of power 

by an actor does not automatically confer the ability to cause change unless other actors can 

be persuaded to perform the appropriate actions for this to occur. In the context of this study, the 

actor is the FIRS charged with the sole responsibility of administering and collecting taxes from 

tax payers, thus this theory is relevant for the study in the sense that as the theory suggests, it is 

the responsibility of the body (FIRS)  to translate existing e-taxation innovations in other countries 

to suit the need of the Nigerian government and citizens, and also ensure its implementation by 

persuading tax payers to comply.  When this is done, tax revenue generation could increase as well 

as reduction in the cost of administration achieved.  

 
 
 
 
 
 
 
 
Conceptual Review 

Concept of E-tax 

Electronic tax system is the system that has been developed to ease taxpayers of the burden of 

compliance through online system. It is a web-enabled and secure application system that 

provides a fully-integrated and automated solution for administration of domestic taxes. It 

Enables Taxpayer internet based PIN registration, returns filing, payment registration to allow for 
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tax payments and status inquiries with real-time monitoring of accounts (Waweru 2013). 

According to Kun, et al (2008), for a long time, government services have been regarded as 

synonymous with bureaucracy in both developing and industrialized countries. The tenets of 

bureaucracy include such factors as organized hierarchy, development of standardized and 

impersonal procedures, formal division of labor and responsibility, and emphasize efficiency in all 

procedures. 

 
All countries have bureaucratic state mechanisms; and while many commercial organizations are 

strongly inspired by the tenets of bureaucracy, then- efficiency varies widely. Whatever the 

level of efficiency of the bureaucracy, the availability of computers to people from all walks 

of life has brought them better and more convenient access to public services. Additionally, 

through the Internet and computer technology, governments can provide services in the original 

positive sense of bureaucracy. In other words, e-govemment can facilitate public service 

offerings in a truly standard, impersonal, efficient, and convenient manner for both service 

provider (the government) and service recipient (the citizens). In some cases a government 

agency can also be a service recipient of an e-government service.  

 
In economic terms, the ability of citizens to access government services anytime, anywhere 

helps to mitigate the transaction costs inherent in all types of government services (Kuri, et al, 

2008). According to Harold (2011), computer-generated returns, transmitted 

electronically, generally are easier to process than paper returns; since the information on the 

forms does not have to be keyed in, number by number, by IRS staff into the Service's computers 

hence there is less chance of errors. Electronic transmittal is instantaneous, bypassing the 

frustrating vagaries of the postal system and the client receives confirmation within a day or two 

that the return not only was received by the IRS, but was received accurately. However, from 

an American experience, electronic tax systems' biggest advantage, from the taxpayer's point of 

view, is that it shortens the time for refunds from an average of 12 weeks to about 3 weeks. 

Refunds can even be deposited directly into taxpayers' bank accounts.  

Different literatures point out that ICT use to be extremely beneficial; Mugisha. (2001) attests 

that, the use of ICT enhances timely access to accurate and relevant information, which is 

a prerequisite for good planning, programming, implementation as well as monitoring and 

evaluation which forms the key component in development; Suluo, (2013) shows that, ICT use has 

lead to high level organizational growth; and yet Crede, (2008) reveals two facts, first; ICT has 

the capacity to increase productivity and create more cost effective output with the same or less 
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inputs and second; Development of ICT applications for business use alter the approach 

organizations function and eventually, improve then-services as well as products. What these 

scholars are trying to emphasize is mat; the spread of ICT use in various sectors brings new 

opportunities for economic growth and development. 

 
New organization design, new markets, new products and improved services this translates to 

new sources of revenue. In Tanzania,  for example, after the introduction of electronic tax 

systems particularly Integrated Tax Administration System (TFAX), Taxpayer Identification 

System (TIN), Computerized Motor Vehicle Registration System (CMVRS), and Customs 

Administration System. There are no more rooms full of clerks posting entries by hand in large 

ledger books as it used to be , instead there is a widespread use of computers to administer tax  

(TRA, 2010). 

 
Tax Collection and Electronic Tax System 

Tax collection and administration can be improved through measures such as; shifting towards an 

electronic tax payer registration system where a uniform Tax Identification Number (TIN) 

would apply regardless of whether a tax payer is registering for Personal Tax, Corporate Tax or 

VAT. Doing these will enhance access to taxpayers source of information and consequently 

increase revenue collection of the relevant tax authority. Example, in Nigeria Computerization 

of taxpayer records through the use of U-TTN, SIGTAS and ITAS is still incomplete though in 

process. Hence, the need to fasten the electronic update and maintenance of tax records using 

these platforms to aid easy access to taxpayer sources of information, such as withholdings, 

bank transactions, foreign exchange transactions, transactions in securities and other large 

transactions (involving real estate, cars etc). More so, employing the use of uniform Tax 

Identification Number (TIN), SIGTAS, and ITAS will minimize contacts between tax payers and 

tax collectors thereby reducing die discretionary powers of tax officers in raising assessment 

while also promoting Tax administration excellence through surpassing set revenue targets over 

collection cost. Under this perspective, a key strategy to be pursued is the strengthening of 

the Enforcement function. FIRS acknowledges that a majority of taxpayers are honest and law 

abiding and deserve efficient, professional and fair tax administration;(FIRS management 

retreat 2017) Therefore enforcement programs must rest on sound foundation of observing taxpayer 

rights. 
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Each tier of Government has its own administrative structures for collection and administration 

of taxes. At the apex you have the Federal Inland Revenue Service, which is the primary revenue 

generating agency of the Federal Government as it has responsibility for administration of all 

federally collected revenue, including those shared by all tiers of Government. The unique feature 

of the FIRS is that it collects taxes on behalf of all tiers of Government and has presence in 

every State of the Federation. At the State level you have the Slates Board of Internal Revenue 

for each state, while Local Government revenue issues are handled by the Local Government 

Councils and any matters of difference are referred to the Joint Tax Board or the Body of Appeal 

commissioners. 

 
Reasons for the Adoption of Electronic Tax by FIRS 

Following the continued decline in prices of oil, which has resulted in the drastic fall in 

government's revenue, the federal government was urged to encourage the use of electronic 

payment system in order to boost Internally Generated Revenues (IGR). Adeyemi (2016), in a 

conference, planned in conjunction with the Presidency, Federal Ministry of Finance, Office of 

the Accountant General of the Federation (AGF) and Joint Tax Board, noted that e-tax will 

provide the government and local authorities with an interactive forum to focus on the challenges 

faced with identifying and sourcing for IGR revenue collection, management and accountability 

across the continent. The need for federal, state and local governments to generate adequate 

revenue from internal sources has therefore become a matter of extreme urgency and importance. 

This need underscores the eagerness on the part of governments to sustain the traditional areas 

of taxation through IGR, as well as look for new sources of revenue in an innovative manner in 

order to grow revenue base and reduce loss. According to him, taxation plays strategic role in 

the survival and development of the Nigerian nation. Today, both taxpayers and tax 

administrators must cope with more difficult environments' with fewer resources. The role of 

new technology in influencing the way a country's tax system or particular taxes becomes 

an issue that needs urgent attention. The realization of this fact has triggered much interest, 

planning and restructuring in the area of developing taxation, especially in the developing 

economies, including Nigeria. Adeyemi (2016) explained that over the years, the federal 

government has been doing so much in revaluing, restructuring and reforming the Nigeria tax 

system with the primary objectives of making it the main source of revenue generation for the 

government as obtained in other developed countries. However, where the tax administration of 

a country is weak, its economy tends to be dysfunctional. This is why most nations have tried 
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to align their tax systems with the growing trend, which is information communication technology 

in order to reduce or eradicate leakages and loopholes for corrupt practices while also 

creating efficiencies in the tax administration."From available statistics, most state 

governments generate only about 15 per cent of their revenue and depend on federal allocation for 

further sustenance. Unfortunately, this is no longer sustainable. Government therefore needs to 

focus on a planned strategy for a sharp turn-around from oil dependence to self-sustainability. This 

therefore means that there is a greater need for the federal government as well as the state 

governments to devise strategies and tactics for sustainable IGR collection from VAT, PAYE, 

Income Tax, Company Tax, Property Tax, Custom Duties, Personal Income Tax, Road Taxes, 

among others, hence the need for the electronic revenue conference that seeks to address all grey 

areas in money generation and collection Adeyemi (2016). 

 
The move from manual system of collecting taxes to using e-tax is a great achievement 

and a highly commendable effort to improve the tax system on the part of the federal Inland 

Revenue service. The system benefits both taxpayers and tax authorities in immeasurable ways. 

Although Nigeria is still working towards full implementation of the system and it is already 

being used by taxpayers in Lagos and Abuja, the system has so far shown promising results and 

has provided a solution to most of the earlier identified challenges of the manual tax system. 

These include; 

❖ It will solve the problem of complexity of payment: With the development of the 

integrated tax administration system through which filing of taxes has been made easier and 

less complex. Tax payers can easily file their tax returns from the comfort of their offices 

at anytime and anywhere within the required filing period. The e-tax system reduces time 

wasting because mere are various channels through which the tax payers can pay their taxes 

and they can also communicate with the tax authority online when remitting their taxes. 

Unlike the manual tax system which was tiring and not to mention burdensome. The ease of 

paying taxes encourages tax compliance. 

❖ It will bring about tax compliance: la so many ways e-tax has increased compliance by 

tax payers and therein reduced the problem of tax evasion and avoidance which is said to be the 

number one enemy of taxation in Nigeria. The integrated tax administration system was 

created mainly to enhance convenience of paying taxes and ultimately incorporate a 

transparent and efficient tax system that optimizes tax revenue collection and voluntary 

compliance. The process is relatively easy, cost effective, convenient and flexible reducing 
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the burden and stress usually involved in the filling of tax manually. The ease and 

convenience observed in e-tax encourages compliance from taxpayers. The accountability 

guaranteed by the tax system is also an encouraging factor and gives tax payers a sense of 

safety and security when remitting taxes. Finally, the system makes it possible to 

maintain a database for taxpayers which helps in checking for compliance and in turn helps 

government in capturing more taxes. 

❖ It enhances technological exposure for both taxpayers and tax officers: One major problem 

of tax administration Nigeria is the ignorance of tax payers on tax laws policies and 

procedure as well as their illiteracy and lack of exposure. Also most of the tax officers 

lack technical know- how in tax issues which often leads to unnecessary errors in handling 

of paperwork and tax returns. With the adoption of the E-tax system, both tax payers and tax 

officers are exposed to modem technology and expertise that they could quickly learn from. 

The taxpayers who use the system are better informed on tax issues, are more exposed to 

advanced technology and can maintain steady communication with the FIRS on issues of 

tax conflict and misunderstanding on a regular basis. Tax officers on the other hand gain

better skill, efficiency and effectiveness in handling tax matters and are exposed to advanced 

technology making their work easier. 

❖ It will solve the problem of non-availability of tax statistics and information: E-tax 

enhances safer and better data storage of tax payer information. This is because it provides for 

an electronic data base management system for tax payers. It also improves the quality and 

quantity of information available to the government, hence, making it faster and easier to 

process tax payers information. The information made available using this system is 

mostly reliable and accurate, this ensures accountability and good stewardship thereby 

reducing corruption and building the tax payers trust in the system. 

❖ It solves the problem of poor tax administration: The e-tax system introduced has gone a 

long way in solving the administration problems in Nigeria, With the adoption of the 

system, the problem of lack of man power and machinery to administer taxes throughout 

Nigeria is reduced to the barest minimum as tax payers in very remote areas can still pay taxes 

from where they are without the help of tax officials. 

Electronic Tax Filing and its efficiency in Nigeria 

Scholars and researchers have looked on the relationship between electronic filing and other 

factors in taxation including efficiency, revenue collection, work load reduction and many 

more. For instance, Kuznetsova (2010) investigated the factors that affect diffusion of tax return 
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filing online (e-return) in Finland. Basing his studies on the Diffusion of Innovations 

theory, Bass Diffusion Model and Service Process Analysis; he discovered that the diffusion 

of e-return is dependent on such variables as perceived attributes of e-return system, interpersonal 

communication channels, performance of related services, and extent of Tax Administration's 

promotion efforts. 

 
Another study by Anna Yusniza (2009) looked at the relationship of perceived risk and its 

facets within the technology acceptance model (TAM) within the tax e-filing context in 

Malaysia. They based their study on the argument that e-government is becoming increasingly 

more important in today's world due to its effectiveness and applicability in various areas. 

Tax e-fitting is one of the e-government services that have been adopted by many developed 

countries today where the public has to discharge their responsibility to the government via 

online tax filing. And that despite the rapid adoption of tax e-filing hi many countries, 

researchers have argued that it is yet to establish an integrated system that is reliable, especially 

in developing countries due to high perceived risk by the public. They concluded that many of 

these risk facets will be significant. Among the risks that could possibly be significant are 

performance risk, psychological risk, time risk and privacy risk. Past studies have shown that 

taxpayers tend to e-file near the tax deadline and this may lead to system crashes if the e-

filing system is not tailored to accommodate this trend. Psychological and time risks could 

possibly be prevalent for taxpayers who are not IT literate, they may find themselves frustrated 

or anxious if a lot of time is spent learning about the e-filing system and then find that the 

system does not function as they had hoped it would. Privacy risk may possibly be a 

significant risk for e-filing adoption; this is because e-filing involves the transmission of 

taxpayers" confidential information through the Internet Recommendations included a fact that 

risk reducing strategies could be formulated to encourage e-filing adoption such as improved 

security features for the user interface. The risk-reducing strategies could be developed to cater 

to the facets of risk that are the most prevalent in e-filing adoption. 

 
In his study titled Influencing Tax Compliance in SMEs through the Use of ICTs Lubua (2014) 

argued that Revenue collection is an important determinant of the economy of any country. The 

adequacy of government revenues allows the government to support its operations ranging from 

administrative activities, infrastructure constructions and service provision. The study aimed 

to show how e-transparent services address the challenge of voluntary tax compliance by SMEs 

in the republic of Tanzania. The study observed the following factors to influence voluntary 
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compliance: Awareness of tax laws, business experience, the integrity of employees, low 

frequency of visitation by tax officers and training needs. Recommendations read that the 

revenue authority must use relevant ICT tools to positively promote these factors that will 

enhance; taxpayers to voluntarily file their tax returns. Amitabh et at (2009) did a study on the 

antecedents of paperless income tax filing by young professionals in India. The objective of this 

study was to study how young Indian professionals will adopt or behave towards paperless or 

online filing of tax returns with the aim of enhancing compliance. The regression analysis carried 

out found that the antecedents of young Indian professionals depended on the perceived ease 

of the tax system, personal innovativeness in information technology, relative advantage, 

performance of filing service, and compatibility. The implication of the findings to the current 

study is that for any online system to succeed whether for small, medium or large taxpayers' 

category there must be the ease of use, innovativeness and accessibility. 

 
Wamathu (2013) studied the effects of electronic taxation on financial performance of audit 

firms in Kenya. From the finding the study found mat there has been timely filing of returns since 

inception of I-tax, there has been a reduction in audit period due to introduction of I-Tax. She 

recommended that there is need for the Kenya Revenue Authority to invest on technology in order 

to reduce the system failure as the study revealed that system failure affects system logins. 

System failure discourages use of technology. 

 
Muriithi (2003) in her MBA thesis mentioned some related iactors that influence adoption and 

use of e-filing system among Large Taxpayers in Kenya. The study examined the skills 

required by the users of e-filing, the technology required and the tax authority's preparedness in 

enhancing the adoption of tax compliance based technology. The study found that for e-filing 

to effectively take off in Kenya skills, infrastructure and a conducive business environment are 

needed.  

 

 

 

 

The Impacts of Electronic Tax System in Nigeria 

In Nigeria, the Federal and state boards of Inland Revenue were responsible for overall 

administration of the tax in the federal and state governments respectively. They are to ensure 

the effective and optimum collection of all taxes and penalties due to the government under 
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the relevant laws. Before now, tax administration in Nigeria was characterized by corruption 

these have led to the introduction of automated bank collection system (Annette et al. 2008 and 

Sosanya, 1981). Which is convenient, saves time and cost for tax payers. The introduction of 

electronic taxation by FIRS Faseun, (2001) contains the following impacts: 

❖ It allows tax payer to pay cash, local cheques only to any of the participating banks for all 

tax types and tax office. It generates a constant electronic ticket as part of tax payment 

❖ Enhancing administrative business via the internet: the public will be able to use the 

internet to file and pay taxes and conduct other tax related matters. This improves the level of 

tax services while also simplifying tax administration and lighten the processing of tax 

data. 

❖ Internet taxation allows tax payers to obtain stamp deposit slip and electronic ticket from 

the bank as evidence of payment into FIRS account hi the bank. With this system, FIRS 

would no longer accept manual manifest from the collecting banks. This will in turn free-up 

man power that can be used to investigate tax evasion and underreporting, therefore, boosting 

government revenue and achieve ring fair and objective of taxation.

❖ Prior to the implementation of e-taxation, FIRS mostly could not determine the amount 

collected; neither could it ascertain when money was collected. The bank are always at liberty 

to declare whatever they like, using manual manifest that could only be ascertained by the 

banks. As a result, transaction reconciliation between FIRS and the collecting banks often 

degenerate into controversy and open quarrels. The use of computer for tax administration 

has removed this ugly incident. 

❖ Tax data will be transmitted via the internet to tax office. This will enhance the ease of 

remittance procedures, saving their time and man power, and accelerating payment of tax 

into national treasury. With the development of direct electronic solution, FIRS has found a 

killer system that helps her stamp out irregularities hi the administration of taxation in the 

country. Example Pay direct is a PC based electronic payment solution designed to secure 

commercial transaction between an organisation and its dealers/ distributors. It is an effective 

way of providing e-payment solutions. This pay-direct supports payment from cash cheques, 

debit and credit cards, also opens up a window of opportunity by serving a wide range of non-

cash transaction. 

 
Challenges and Risks of Adopting Electronic Tax System 
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Dowe (2008) argued mat the basic prerequisites for Implementing successful e-filing and e-

payment systems are: 

1. A reliable and accessible internet service; 

2. Cooperative financial institutions; 

3. An IT oriented public; and 

4. Adequate financing to set up the appropriate infrastructure in tax offices. 

 
Ideally, the setting of an e-filing and e-payment system should form part of a comprehensive 

IT design, development and implementation strategy. The implementation process for 

electronic tax systems begins with the development of a strategic plan, documenting the ideas 

and actions, desired outcomes and the time frame for each component, taking into account the 

strengths and weaknesses of the tax administration and environmental opportunities and 

threats. The plan should also document the implementation   strategy including the 

implementation approach. Many countries have taken a gradual approach by allowing 

voluntary e-filing and e-payment for selected segments of the taxpayer base, e.g. individuals 

or companies only, in the initial stages to allow for live testing of the system. After testing is 

complete filing becomes mandatory for some taxpayers, e.g. companies (Dowe, 2008). In 

Uganda, Akello (2014) reported that there are challenges such as intermittent power supply 

and Internet outages but says the tax body has made contingency plans to ensure that the 

system is operational 24/7. First, the e-Tax is hosted on a central server at their Kampala 

headquarters, which means that it's not affected by power or network outages even when 

power or the Internet is off in some parts of the country. The electronic filing process still 

confuses a lot of people because the web portal has many features and yet most people cannot 

understand some tax terms. 

 
Sheikh (2015) explains that as with any new system, there have been numerous teething 

problems with the electronic system. First, there are two concurrent tax systems — manual and 

iTax systems without either system recognizing the other. Taxpayers are also receiving demand 

emails from the Integrated Tax Management System. This is bound to create discrepancies in 

taxpayers' records, especially with regards to payment of tax obligations as well as 

submitting returns. For Instance, in the current setup, if a taxpayer pays taxes manually, the 

iTax system will not recognize the payment. Instead, the system automatically calculates 

penalties and interest on the perceived "missed" tax payments thereby leading to potential 

disputes between the KRA and the taxpayer. Second, the iTax system lacks historical records of 
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taxpayers. Its record keeping is a "going forward" type in that it only stores tax records of 

taxpayers from the time of registering for iTax onwards (Sheikh, 2015). According to Lubna 

(2014), employees play a vital role in ensuring that the revenue authority collects its tax from 

clients at the right time. They also ensure that clients have the right knowledge of business 

taxation. Low integrity to employees is reported to significantly affect efforts by the revenue 

authority toward improving revenue collection. To a large extent, the use of ICTs hi the 

Tanzanian revenue authority has addressed the challenge of comiptive behaviour by employees. 

In areas such as custom department, clients are able to conduct own assessments. However in 

domestic revenue there is a low usage of ICTs. Clients depend on employees for assessment and 

this assessment depends on employees' rational ability and integrity. The use of ICTs for self-

assessment addresses the challenge of the integrity of employees and promotes voluntary 

compliance. Though, Training is essential because it provides clients with the skills necessary 

in raising their attitude of voluntarily complying with taxation systems. In the Tanzanian 

revenue authority, employees organize seminars to educate stakeholders about the benefits of 

voluntary tax compliance. However, many respondents admitted that they never received 

training from tax officers. This is partly due to inadequate members of staff. The mobile 

technologies can be useful in providing trainings. Although e-tax to be a solution to most of our 

tax administration problems in Nigeria, like every other system there are challenges attributable 

to its adoption and implementation. Some of which are: 

 
❖ High level of illiteracy: Nigeria unfortunately has a low population of literate people 

and an even lower percentage of people who are computer literate. As a result of this, 

most tax payers who are not technologically exposed shy away from the system and 

stick to the more primitive methods they are already used to. The brave ones who are 

willing to try often fall prey to fraudsters and hackers. The knowledge of e-tax in 

businesses has become a challenge worldwide. 

❖ Trust, security and privacy concerns prevail: Tax payers are concerned with the use of 

the data they provide during transactions. There are cases where unauthorized access 

to taxpayer information as a breach in security and therefore many taxpayers are 

scared about such information being getting into the wrong hands which might lead to 

fraud. The activities of hackers who disrupt websites also affect the system. 

❖ General resistance to change: This one of the key issues with implementing the 

system. Most people have their mind set on not responding to new system even before 



10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

71 

 

they know what it is about simply because they are already comfortable with the 

normal way things are done and would not want to leave their comfort zone. Even 

though the manual tax system has proved tedious and difficult in the past, taxpayers 

still showed resistance to change with the advent of e-tax. The FIRS had to organize a 

number of forums and public enlightenments for taxpayers mat provided detailed 

explanation about e-tax and the benefits it proposes. 

❖ Inaccessibility of the internet: Not all taxpayers have access to the web to gain access 

to the portal in the first place. 

 
Empirical Review 

Abiola (2012) in his research on the impacts of tax administration on government revenue in 

developing economies sought to show how a well-structured tax system would guarantee easy 

and reliable tax administration and thereby stabilize revenue and enhance development. In his 

study, 21 online questionnaires were used to gain response from the general audience who in 

turn attributed their failure to meet up with their tax responsibilities to the complexity of tax 

laws, corrupt tax officers, and general inefficient administration of taxes by tax authorities. 

Among the findings was also that up till date what is obtainable in the Nigerian tax system is paper 

documentation that have been characterized with mutilation and falsification of figures both on 

the part of the tax officers and the tax payers as well and there is no way the good intention of 

the tax policy and objective can be achieved with a system of this nature. He then gave suggestions 

on stabilizing government revenue and increasing GDP through tax administration some of 

which were making of policies on taxation with due consideration for the welfare of the people in 

mind, government should make the people have a sense of belonging by providing social amenities 

with revenue generated and defaulters in tax payment should be made to face the wrath of the 

law. He concluded that when all these are done, then and only then can the economic goal of 

taxation in Nigeria be achieved. 

 
Osasomi (nd) researched on taxation as a tool for revenue generation and promotion of 

investment He pointed the role of taxation in the economy highlighting that it already contributes 

more than 4% to Nigeria's GDP and could contribute much more should the challenges facing 

the tax system be dealt with effectively. The findings of the study through secondary data also 

pointed out the unwillingness and refusal of Nigerians to pay taxes as a major problem of 

taxation in the country reason being that they do not feel morally obligated to pay taxes neither 

are they inspired to do so. He however recommended that government in their bid to generate more 
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revenue and promote investment at both local and foreign levels should improve tax effort 

through solid and strategic tax reforms and should also find ways to motivate Nigerians to pay taxes 

especially by utilizing all revenue generated from taxation and adopting a more accountable 

and transparent mode of implementing projects funded by tax payers contribution. He also 

suggested the simplification of tax laws and policies for easy tax administration and therein 

stronger response from taxpayers. He also stated that the immediate impact of these 

recommendations may not necessarily manifest in the short run but will eventually benefit all 

parties. 

Okoye and Ezejiofor, (2014), carried out a research on the impacts of E-taxation on revenue 

generation. The objective of the study was to ascertain whether e-tax could solve the problem 

of tax evasion as well as corrupt tax practices by tax officers in Nigeria. Data were collected 

from both primary and secondary sources and were analyzed by use of means and standard 

deviation and the three hypotheses formulated were tested by the use of Z-test statistical tool. 

The findings therefore pointed out that e-tax provides a reliable system of taxation that prevents 

the diversion of government funds into private pockets thereby increasing internally generated 

revenue and tackling corrupt tax practices. Another result of the research was that, in a developing 

country like ours, tax revenue collection depends on efficiency of government to prevent 

tax evasion through accountability, political stability, government effectiveness, some of which 

are guaranteed through the adoption of an e-tax system. He men concluded that the extent at 

which government has gone in inaugurating their e-tax administration is still low hence some tax 

administrators and tax payers are still not aware of the online tax assessment/collection in 

Nigeria meaning the government has to increase their efforts in developing an e-tax system 

accessible by all parties involved. 

 
In another  study, Michah  and Chukuma (2012) analyzed the tax system in Nigeria, its challenges 

and the way forward. The paper discusses the challenging issues affecting the tax system in 

Nigeria describing how it is characterized by lack of statistical data, poor tax administration, and 

inability to prioritize tax effort, multiplicity of taxes and increase in underground economy. It 

also proffer challenges so as to engender an efficient and effective tax regime in Nigeria. The 

study concluded mat the foregoing offers a theoretical framework for improving some silent 

issue in Nigeria's tax system, and suggesting possible remedies. As must be clear by now, tax 

is a complex phenomenon that affects both the government and the citizenry and must be 

characterized by autonomy, Efficient and effective Tax Administration, use of computer 
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technology, Strengthening Auditing, Tax Rates and Use of Tax Money and public 

enlightenment in order to be a progressive phenomenon. The study concluded that only then can 

Nigeria desire achieve the potential benefits of fiscal policy re-engineering through taxes. 

 
Nasir (2014) carried out a research on implementing electronic tax fillings and payments in 

Malaysia of which the main objective was to point out the benefits of maintaining a good e-

tax system as opposed to a manual system. The study made use of secondary data from the 

doing business report and Malaysian inland revenue report from 2004 to 2011 using trend 

analysis to highlight the increase in tax returns since the adoption of an e-tax system in 2004. For 

the first two years, the number of taxpayers using the e –filling system remained far below 

expectation at about 5% and the tax authorities were still tackling the challenges posed by the 

new system such as timely and costly adaptation of the system, uncertainty and security 

problems, lack of technological exposure in the country etc. all of which had little or no impact 

on tax returns. 2006 to 2011 brought an increase in the users of the system from the disappointing 

4% to an encouraging 34% and 37% in 2012, over the same period tax returns increased 

from 14.5% of GDP to 15.3%. It also showed how compliance was increased and fewer hours 

used in collecting taxes. The conclusion of the study was that Electronic systems for filling and 

paying taxes, if implemented well and used by most taxpayers, benefit both tax payer and tax 

authorities and guarantees a better standard of living for all citizens. 

 
Obonna and Ebimobowei (2012) in their research examined the impact of tax reforms on the 

economic growth of Nigeria from 1994 to 2009. The main objective of the study is to prove that 

the Nigerian tax system needs to be reformed in order to achieve long term economic growth 

and development. Relevant secondary data were collected from the Central Bank of Nigeria (CBN) 

Statistical Bulletin, Federal Inland Revenue Service (FIRS), Office of the Accountant General 

of the Federation, and other relevant government agencies. The data collected were analyzed 

using relevant descriptive statistics and econometric models such as White test, Ramsey RESET 

test, Breusch Godfrey test etc. The results from the various test showed that reforms on the tax 

system is positively and significantly related to economic growth. On the basis of the findings, 

the study concluded that tax reforms improves the revenue generating machinery of 

government to undertake socially desirable expenditure that will translate to economic growth 

in real output and per capita basis. However, it was recommended that sustainable economic 

growth cannot be attained with tax reform processes except obsolete tax laws and rates are 

reviewed in line with macro- economic objectives, corrupt-free and efficient tax 
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administrative machinery with personnel's and accountability and transparency of government 

officials in the management of tax revenue. 

 
Auyat (2012), a citizen of Uganda carried out a research on the adoption of E-tax service system 

at Uganda revenue Authority. The report was written based on secondary data from the 

revenue service in the country and information and practical skills acquired in the field. Hie 

main aim objective of the report was to describe the system of e-tax adopted in the country. 

Highlights its benefits and determine the reasons for the slow adoption of the service system 

as well as give recommendations as to how these problems can be tackled. The result of the 

analysis showed that the revenue authorities had successfully implemented the adopted e-tax 

program as response from respondents showed obvious awareness of the system however 

some of the reasons for the slow adoption of the service system were identified to be poor 

internet access, predominance of illiteracy amongst taxpayers and high cost of maintenance. 

Also web portal disturbances especially at the time of deadlines were identified as one of the 

obstacles facing the system. One major recommendation of the study was that system 

monitoring should be done at the implementation stage to enable review of the web portal for 

better service delivery to the users of e-tax. The stuffy also identified the change to e-tax system 

as the system that has brought the highest tax return in the country in a very long period and so 

encouraged the adoption of the system by all taxpayers in the country and worldwide. 

 
Decman and Klun, (2005), carried out an empirical study on e-public services: a case of e-tax 

in Slovenia. E-taxation portal was established at the end of 2003 in form of electronic filling of 

personal income tax and VAT which was fully enabled in 2004. The study made use of surveys 

carried out hi Slovenia and aimed at discussing the concept of e-taxation as one of the services 

offered by many governments in the world today. Information relating e-facilities by Eurostat, 

it was discovered that at the beginning of 2005 about 96% of businesses in Slovenia had 

internet access while 74% had broadband access. The findings of the study indicated that the 

cost savings attributable to taxpayers who decide to file returns electronically can be 

estimated at 310 dollars (1.3 euros) which translates to a reduced cost for all tax payers. A major 

finding of the study was the discovery that e-filling of taxes is used more widely each year 

and yet is still far away from proper planning. It was recommended that to successfully promote 

electronic filing, the tax administration needs independent research into taxpayers' needs and 

perception in order to examine the important elements needed to promote e-taxation among 

individuals and companies. 
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Discussion of Findings 

From the reviews it can be deduced that several issues affects the implementation of successful E tax 

collection and administration. First there is need for the simplification of tax laws and policies for 

easy tax administration and therein stronger response from taxpayers. In this simplification, e 

tax payment as a compulsory and efficient way of tax payment and collection can be stated 

and made clear – as a law and then enforcement and compliant measures could be rolled out 

by the concerned authorities. Secondly, as literatures and studies pointed out from other 

climes, e-tax provides a reliable system of taxation that prevents the diversion of government funds 

into private pockets thereby increasing internally generated revenue and tackling corrupt tax 

practices. Consequently it becomes imperative for it to be embraced fully in Nigerian context. 

Furthermore, Electronic systems for filling and paying taxes, if implemented well and used by 

most taxpayers, benefit both tax payer and tax authorities and guarantees a better standard of living for 

all citizens. 

 
Conclusion  

Taxation is essential for sustainable economic development, and tax administration is a basic 

function of a successful state. Taxation also helps make a government accountable to its 

citizens. The practice of e-tax payment has come to ease the process of taxation, thereby 

simplifying the whole process. Electronic tax filing or e-filing is a process where tax 

documents or tax returns are submitted through the internet, usually without the need to submit 

any paper return; thus ensuring transparency. Meanwhile, the findings from this study have 

revealed the effects of e-tax payment to include: electronic tax payment enhances revenue 

collection efficiency; it promotes compliance and it is very effective for tax collection. 

 
 
 
 
 
 
 
 
Recommendations:  

Based on the findings of the study, the following suggestions are recommended: 

1. Elaborate civic education should be conducted to ensure that the general public is 

aware of the new e-tax system, how to use it and if not able to, tax payers should 
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be advised where they can get assistance at designated government centers like to 

avoid being robbed by fraudsters. Furthermore, the websites hosting such services like 

e-tax should be strong and stable enough to avoid lack of accessibility and breakdown 

during congestion. 

2. The relevant tax authorities should put in place a scheme of training and retraining of 

staffers on e-tax payment in order to achieve efficient and effective service delivery. 

3. The necessary infrastructures should be provided to facilitate the adoption of a  

positive attitudinal change towards e-tax payment. Taxpayers regard infrastructures 

as signs of good governance   and judicious utilization of resources.  

4. The authorities in State Internal Revenue should mount an aggressive public  

enlightenment programmes to educate the taxpayers on e-tax payment accordingly. Use 

of Radio jungles, Bill Boards and sensitization at the rural areas should be  

adopted as well as a means of reminding taxpayers that one of the obligations of a 

good citizen is timely payment of taxes even from the comfort of their homes. 

5. Above all, the administration of tax in the state should be made autonomous. This is

one of the ways efficiency and effectiveness would be enhanced. The bureaucratic 

bottleneck of the Civil Service is a clog in the wheel of development of tax 

administration in the states. The Revenue Service should therefore, be given 

autonomy for better performance. 
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