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ABSTRACT 

The overall idea incorporated in this research work was necessitated by the huge sum of Tax revenue 
lost by government in the informal sector over the years. It is on this background that inquiry into 
the strategies for improving the assessment of taxes from self-employed tax payers in Nigeria is 
conducted using ex-post facto research design and   field survey research design. Data obtained from 
Abia State Board of Internal Revenue on approved tax estimate and actual tax collected for ten fiscal 
years where statistically analyzed using simple regression model and T- test. The results of data 
shows that there is high level of Tax evasion in the state which often appreciates as government effort 
to source funds through taxes appreciates. Also it was ascertained that the optimal strategies for 
improving tax revenue will be best of judgment method of tax assessment and that adequate 
enforcement of penalties will lead to high level of compliance among self-employed tax payers in 
Abia State. Hence, the study recommends that a special tax enforcement mechanism should be 
introduced to enhance quick prosecution of tax defaulters and erring officials, and that adequate 
basic amenities should be provided by the government especially those in rural area for direct appeal 
to tax payers’ compliance. 
 
Key word: tax, tax administration, self-employed tax payer, underground economy, actual tax 
collected 
 

INTRODUCTION 

The underground economy majorly characterized with the existence of self-employed individuals 

herein referred to as self-employed tax papers are those unincorporated individuals or body of 

individuals such as individual contractors, traders, professionals, consultants, market women, artisans 

and all other entities that are not liable to tax under Companies Income Tax Act, but under Personal 

Income Tax Act who are engaged in their own business either as sole traders or partners. This means 

that such persons are taxable on income accruing to them personally. According to section 41 of 
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PITA 1993, all self-employment sector payers are required to file self-assessment tax returns with 

the “individual” income for the year. In recognition of the wider composition of the self-employment 

sector and the huge tax revenue lost by the government over the decades.  

Taxation is traditionally a major source of revenue to government over the world. It becomes a burden 

that every citizens must bear to support the government. The government has certain functions to 

perform for the benefits of those it governs. The scope of these functions will depend on the members 

of the society, their needs, aspirations, willingness and ability to pay tax, among others (Olaofe 2008). 

In the light of the above, this study is therefore necessitated by the problem of enormous tax revenue 

being lost by government annually from the self-employment sector of the government. This has 

become a problem owing to the fact that the number of self-employed person being brought in the 

government tax net decreases annually, even as the size of the sector expands. Most times the self-

employed who make self-assessment returns under assess their income, a clear case of tax evasion 

and avoidance. 

This problem can be analyzed in two stages; the assessment stage and the collection stage. The 

assessment stage arises from the fact that the government tax system does not provide effective 

mechanism for identifying who possess and employment income and the amount of such income. 

The refusal of some assess individuals to settle their tax liability on one hand and the attitude of tax 

officials who in many occasions devise tax revenue for personal use on the other hand constitute a 

collection problem . 

The existence of the above problem has a far reaching implication on the social economic status of 

Nigeria. Tax evasion by self-employed as the generated to slow pace of infrastructural development 

thus, creating a multiplier problem on the national income and growth of the country. It is therefore 

imperative that an attempt to improving the assessment and collection of taxes from dominating self-
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employment sector in Nigeria is a multiplier attempt to reducing infrastructural problem enhances 

driving to the destination of economic development. 

This work therefore studies the personal income tax system for the self-employment sector in Nigeria, 

x-raying the problems inherent and strategies for improving the tax revenue from the sector. 

Hypotheses of the study  

HO1:   There is no significant difference between approved tax estimate and actual tax revenue from 

the self-employed tax payers 

HO2:   There is no significant relationship between approved tax estimate and tax collected from 

self-employed tax payers. 

HO3:  Adequate enforcement of self-employed tax policies has no significant effect on tax 

compliance in Abia State.

 

2.0 REVIEW OF RELATED LITERATURE 

2.1  Conceptual Framework 

2.1.1  The Nigerian Tax System  

Adesola (2017) defined the Nigerian tax system as a set of rules and regulations and the aggregation 

of tax agreements institutions and agents that interact with each other and the rest of the economy to 

generate revenue for the government, and Smith (1776) adds that a good tax system should trade at 

the floors of equity, certainty convenience and economy thus, a good tax system is capable of 

financing the necessary level of public spending in the most efficient and equitable way possible. It 

should also; 

i. Raise enough revenue to finance essential expenditure without resources to excessive 

public sector borrowing. 
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ii. Raise the revenue in ways that are equitable that minimized its disincentive effects on 

economic activities. 

iii. Doing so in ways that do not deviate substantially from international norms (Tranzi and 

Zee, 2000). 

2.1.2. Constituents of Effective Tax System 

(a) Tax Policy; A tax policy is a particular course of action adopted by the government in respect to 

taxation. Taxation is one of the major fiscal policy instrument used in regulating the economy, 

boosting investments, encouraging savings, regulating inflation and so on. 

(b) Tax Laws; these refers to the legal formalities in the area of government finance. The Nigerian 

tax system features a wide and mixed range of statues by which the various governments in the 

country seeks to assess and collect revenue for public expenditure, these include;

i.         Companies Income Tax Act (1979) 

ii.        Petroleum Income Tax Act (1959) 

iii. Capital Gains Tax Act (1967) 

iv. Personal Income Tax Act (1993) 

v. Industrial Development (Income Tax relief) Act (1971) 

vi. Education Tax Act (1993) 

vii. Stamp Duties Act (1959) 

viii. Value Added Tax Act (1993) 

ix. Income Tax (Authorized Communication) Act (1966) 

x. Nigerian Social Insurance Trust Fund (1993) 

xi. National Housing Fund Act (1992) 

 

 



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

411 
 

(c). Tax Administration 

Tax administration include activities which has to do with identification and registration of taxpayers, 

processing of tax returns and third party information, examination of the completeness and 

correctness of tax returns, assessment of tax obligations, collection of taxes and provision of services 

to taxpayers. Tax Administrators must develop a contemporary vision which will solidify the policies 

or legislations put in place by the government. Rapid economic developments and ever-higher 

expectations on the part of taxpayers make it necessary for a Tax Administration to redefine its 

strategic course. Its relationship with taxpayers must be laid down in a system of rights and 

obligations. Tax administration consists of tax authorities and the organs of tax administration. The 

Nigerian tax law (Act 21 of 1998) defines tax authority as the “Federal Board of Internal Revenue 

(FBIR), the State Board of Internal Revenue (SBIR) or local government Revenue committee 

(LGRC).”Practice guidelines and newsletters are published by the federal inland Revenue Services 

(FIRS) and the Joint Tax Board (JTB) from time to time to address interpretation. Issues and making 

declaration where necessary (Animasaun, 2017). 

All corporate taxes are payable to and collectible by the Federal Government of Nigeria through the 

FIRS. Non- resident in Abuja (FCT), members of Police Force, Armed Forces and Foreign Affairs 

Officers also pay their personal income taxes to FIRS. State and local government are not authorized 

to collect taxes of business entities. All individual taxes (PAYE), direct assessment including 

withholding taxes are collected by state government through state internal Revenue Service’s (SIRS). 

Local government collects all sorts of levy, rates, fees, etc. they do not levy any taxes on individuals 

or corporate bodies as their major sources of income as subvention from federal and state 

Government. 
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2.1.3 Strategies for Improving the Assessment And Collection Of Taxes From Self-Employed 

Taxpayers 

Taiwo (2017) has identified the following compliance measures; 

i. Improving the Climate for Taxpaying: People’s normative commitment to paying taxes is 

undoubtedly influenced by many factors including their sense of the general fairness of the 

tax system, and their attitude towards government spending programs these factors establish 

a climate that maybe more or less conducive to honest taxpaying behavior. The tax authorities 

therefore should bring fairness and efficiency into the system, while the government on the 

other hand should not only ensure maximum and effective use of tax revenues, but also 

introduce equity in the existing tax law. Equity, in the sense that people are more likely to 

comply with rules if they perceive the system which determines the rules to be equitable.

ii. Moral Suasion: Sociological theories of tax compliance according to Brooks, suggests that 

one of the reasons people obey the law is because of the fear of social disapproval. 

Psychologists add that fear of guilt feeling is another important reason that explains compliant 

behavior. Consequently, increasing peoples moral disapproval of tax evasion, and thus the 

sanction of peer-imposed stigma and moral duty to comply and thus self-imposed guilt 

feelings would appear in theory to b an effective strategy for increasing tax compliance. 

iii. Taxpayers Services: To facilitate voluntary compliance, tax administrators must provide 

taxpayers with consistent important, courteous and prompt services. Tax departments now 

routinely provide form and various forms taxpayer assistance counters in easily accessible 

locations, use expert systems to assist revenue officials in answering question from taxpayers 

that they might not be familiar with and so on. 

iv. Taxpayers Identification Number (TIN): Another obvious part is that it is absolutely 

crucial to effective tax administration that every individual and business taxpayer have a 
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unique identity number. Measures and control must be in place to ensure that one and only 

one tax number is assigned of each taxpayer. This might be done by auditing registered 

taxpayers in order to detect their unregistered suppliers or customers or by actually sending 

officers door to door within a particular geographical area to ensure that all persons and 

businesses are properly registered. 

v. Increase Visibility of Commercial Transaction: Brooks maintained that the key to effective 

enforcement is to increase the visibility of economic transactions subject to tax. One way of 

doing this is by increasing the degree of formality required economic transaction under the 

general law. If economic transactions have to be conducted formally, they will leave an audit 

trail. For example, if laws relating to transfer of property, sales of goods and services and 

financial transactions, to what extent is their requirements for written contracts, registrations 

of loans, use of invoices, mortgages payment through drafts, credit cards, cheques and 

electronic transfers.  

vi. Regular Amendment of Tax Laws: The tax laws should be regularly updated and the 

provisions should be such that is reasonable and easy to comply with. Most of the provisions 

of the Nigerian tax laws are out-dated and make it difficult to comply with some of those 

provisions encourage tax evasion. 

In their own views, Berlin (2006) and Jacqueline (2006) made the following proposal for overcoming 

the compliance problems: 

i. Physical Survey: Door to door surveys can be made to identify and register liable taxpayers who 

are not currently in the government tax net. 

ii. Integrated Registration System: This will link all taxpayers and reduce multiple registrations. 

This can be done by making the taxpayers identify a mandatory role identifier to be managed by 

the tax authority for all transactions. Developing online links and entering Memorandum of 
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Understanding (MOUs) with various institutions for instant access to information or details of 

any persons is also considered. 

iii. Simplified Tax Returns: The current trend where taxpayers do not file in returns encourages 

non-compliance and hence the ability to start small simplified tax return can be designed to be 

used by the self-employed taxpayers to enhance assessment and voluntary compliance. There is 

however need to consider the compliance and cost impact of this measure. 

iv. Avoidance of Back Duty Liabilities: The tax authorities could consider avoiding back duty 

liabilities in order to encourage voluntary compliance. 

v. Introduction of permanent account number of each existing or potential taxpayer that should be 

compulsorily used or quoted in the day to day business transactions such as opening of bank 

accounts, withdrawals of money etc. 

vi. Introduce and encourage third parties reporting of the transactions of existing or potential 

taxpayers by paying them for information. People should be given adequate 

encouragement/motivation and security for providing background information of potential 

taxpayers (Igwe, 2007). 

2.1.4 Self Employed 

The self employment business in any economy according to Jacqueline (2006) is characterized by 

the following. 

i. Owned by one person and always employs less than 5 people 

ii. Are not always registered 

iii. Operates outside the legal system 

iv. Has a small capacity base. 

v. Does not keep records or books of account 

vi. Not registered for tax purpose  

vii. Use of simple labor with no intensive technology 
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viii. Owner may have no or little formal education but with no knowledge of taxation 

ix. May or may not have license or registration with the local authorities or central government 

x. Has little in terms of formalities of business regulations and registration and all manner of 

official demand and business protocol. 

The self employed people operate in both formal and informal sectors. The greatest percentage 

though operates in the later. Those who operate in the formal sector conduct their business in a formal 

manner have the following characteristics:- 

i. Keep records and books of accounts 

ii. Sometimes employ 5 or more workers 

iii. The capital base is relatively large 

iv. Many file tax returns 

Implication of Tax on the Characteristics of Self Employment Sector 

Jacqueline (2006) opined that the characteristics of the self-employed sector have some negative 

effects on the assessment and collection of taxes. Lack of adequate records according to him makes 

the job of adequate records according to him makes the job of tax authorities to assess and collect 

taxes from this difficult group since they are not willing to disclose the source of income. 

The most underground businesses are not registered implies that a whole lot of government revenue 

in the name of taxes is being lost on a yearly basis. This means that people tend to dodge registration 

of their business in order to save cost of tax. He also maintains that most of these business use simpler 

labour with no capital intensive technology in order to escape the watch eye of the government 

inspection officials. 

Mark (2014) adds that given the literacy level of the self- employed whose majority lacks proper 

knowledge of taxation and its implication, nature of its ownership also shows that such businesses 
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are usually owned by one man who usually employs less than 5 people. This also means that most of 

them operate in hidden arrears where the tax officials can hardly trace them 

2.1.5 Problems in Assessing and Collecting Taxes from Self Employed Taxpayers 

The problem in assessing and collecting taxes from self-employed taxpayers in Nigeria majorly 

derive from the effective system of tax administration earlier discussed in this chapter. 

Generally, tax administrators encounter the following compliance problems from the self-employed 

taxpayers. 

a. Inaccurate/Incomplete Data on Registration for Tax Purposes 

According to Berlin (2006), incomplete data registration results from lack of understanding of 

requirements for registration results or requirement for registration form. The ICAN Examiner (2007) 

explains that there is no detailed information on or database for the self-employed in Nigeria, thus 

bringing them into the tax net becomes difficult. Therefore, lack of adequate taxpayer data has been 

identified as a problem in assessing and collecting taxes from self-employed taxpayers. 

b. Inefficient Utilization of Tax Revenue 

According to Jacqueline (2006), the people tend to dodge tax assessment and payment of taxes in an 

economy where there is high level of embezzlement and misappropriation of public funds by the 

rulers it has been identified that one of the best ways the masses could protest looting of public funds 

by the leaders is by evading and avoiding the payment of tax. 

c. Lack of Experienced and Suitably Qualified Personnel 

Most tax officers lack the requisite experience and knowledge of tax law to appropriately assess the 

self-employed to tax (The ICAN Examiner, 2007). In his contribution, Berlin (2006), states that 

investigation and assessment of taxpayers demands that the investigation should not only possess 



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

417 
 

adequate knowledge, but also be versed and interested in tax matters. According to Berlin (2006), he 

must be conversant with his working environment and jurisdiction in order to be highly efficient. 

d. Inadequate Penalties/Absence of Enforcement of Tax 

In Nigeria, the penalties for non-compliance with relevant tax provisions are too lenient to compel 

the self-employed to pay tax (ICAN Examiner, 2007). There is also a general lack of enforcement of 

existing penalties sometimes ridiculous for tax defaulters do not serve as deterrent to others. They 

are also not strict enough to encourage compliance. According to Berlin (2006), enforcement actions 

of the tax authorities in form of written notices are not being responded to even when such letters 

have been delivered. 

e. Lack of Public Enlightenment 

Jacqueline (2006:3) opines that payment or compliance with tax by the self-employed is a conscious 

practice and therefore they should be adequately educated, enlightened and informed to enhance total 

compliance 

Level of Corruption 

Some tax officials collude with taxpayers to defraud the government. Also the level of embezzlement 

of public funds by public officials has created apathy among the general public (The ICAN Examiner, 

2007). Due to poor rate of voluntary compliance and the very degree of honesty, most taxable persons 

hide from the authorities and if possible would give fake addresses to conceal their identities (Lekan 

and Kazola, 2006). 

f. High Cost of Tax Collections 

According to Igwe (2007). There is high cost a tax collection in Nigeria. Sometimes problems, 

language barriers and cultural differences pose difficulties in collecting tax. The procedure for paying 
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certain taxes are cumbersome and do not encourage prompt payment to taxes by individuals. In some 

instances, they go scot-free by bribing tax officials (Lekan and Kajola, 2006). 

2.2   THEORITICAL FRAMEWORK:  

2.2.1 Benefit Theory 

According to this theory, the state should levy taxes on individuals according to the benefits conferred 

on them. The more benefits a person derives from the activities of the state the more he should pay 

to the government. The principle has been subjected to severe criticism on the following grounds: 

Firstly, if the state maintains a certain connection between the benefits conferred and the benefits 

derived it will be against the basic principle of the tax. A tax as we know is compulsory contribution 

made to the public authorities to meet the expenses of the government and the provisions of the 

general benefits. Secondly: most of the expenditure incurred by the state is for the general benefit of 

its citizens, it is not possible to estimate the benefit employed by a particular individual every year. 

Thirdly: if we apply this principle in practice then the poor will have to pay the heaviest taxes, because 

the benefit more from the services of the state. If we get more the poor by way of taxes, it is against 

the principle of justice. 

2.2.2 The Cost of Service Theory 

Some economists were of the opinion that if the state charges actual cost of the service rendered from 

the people, it will satisfy the idea of equity or justice in taxation. The cost of service principle can no 

doubt be applied to some extent in those cases where the services are rendered out of prices and are 

a bit easy to determine e.g postal, railway services, supply of electricity, etc. but most of the 

expenditure incurred by the state cannot be fixed for each individual because it cannot be exactly 

determined. For instance, how can we measure the cost of service of the police, armed forces, 

judiciary, etc. to different individuals.  
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2.2.3 Ability to Pay Theory 

The most popular and commonly accepted principle of equity or justice in taxation is that citizens of 

a country should pay taxes to the government in accordance with their ability to pay. It appears very 

reasonable and just that taxes should be levied on the basis of the taxable capacity of an individual. 

For instance, if the taxable capacity of a person A is greater than the person B the former should be 

asked to pay more taxes than the latter. It seems that if the taxes are levied on this principle as stated 

above, then justice can be achieved but our difficulties do not end here. The fact is that when we put 

this theory in practice, our difficulties actually begin. The trouble arises with the definition of ability 

to pay. The economists are not unanimous as to what should be the exact measure of a person’s ability 

to pay.  

2.3 Empirical Review 

Some of the empirical researches on tax compliance and evasion undertaken from various angles in 

the context of the business and economic environments of the developed countries of the world 

include those of: Andreoni, et al., (1998); Torgler (2003); Wenzel (2002); Diego and Luca (2011); 

Serdan et al. (2011) and Coskun et al. (2009). It has been argued that the findings of these works 

could not be favourably applied within the context of developing countries due mainly to the 

noticeable differences in the socio-political, cultural and even demographic constitution of the 

developed and developing economies (Alabede et al., 2011). Likhovsk (2010) also criticized some 

of these studies for their reliance on risk based neoclassical economics approaches to model the 

compliance decisions of individuals, particularly with reference to: (i) the level of actual income (ii) 

tax rate (iii) audit probability, and (iv) the magnitude of fines. Kircher et al. (2007) and Young et al. 

(2013) both faulted the economic approach to assessing tax compliance for its inability to provide 

extensive empirical explanations regarding tax compliance decisions on the one hand, and the 

constraint in methodology and the narrow scope applied to explain complex compliance behavior on 
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the other hand. The most empirical studies on the impact of tax rates support the assumption that high 

tax burdens have negative impact on compliance. However, the strong connection of income and tax 

rate makes final conclusions difficult (Andreoni, Erard şi Feinstein, 1998). In experimental studies it 

is hard to separate the effects of tax rates and income, if both variables differ at the same time. In 

field studies, a similar critique as in the discussion on income effects can be made, i.e., opportunities 

for tax evasion or avoidance and source of income are likely to interact with tax rate (Kirchler et al., 

2007). 

Regarding the source of income, Boylan and Sprinkle (2001) report that participants in their 

experiment reacted to a tax rate increase with lower compliance if they were endowed with income 

by the experimenters, but reacted with higher compliance to a tax rate increase if they had to earn 

their income by performing in an one‐hour multiplication exercise. Findings by Moser, Evans III and 

Kim (1995) seem to suggest that perceived fairness of the tax rate is more important than its absolute 

level. Judging the fairness of taxation, however, requires comprehensive knowledge and correct 

interpretation of the tax law, and complex tax rate structures, such as progressive taxation, that are 

not perfectly understood by taxpayers. Roberts, Hite, and Bradley (1994) showed that taxpayers’ 

preferences for progressive, flat, and regressive taxation depend on the form the respective tax rates 

are presented, e.g., if tax rates are described as abstract concept or in concrete terms by giving 

hypothetical examples. McCaffery and Baron (2004) asked their participants to indicate what they 

consider a fair tax for different levels of income. Preference for progressive taxation was stronger 

when the amount of taxes had to be indicated in absolute amounts. Such effects suggest that tax 

policies are hard to understand and can easily be misinterpreted. Knowledge about effects could help 

authorities in promoting changes in tax policy such as tax rate increases without undermining 

taxpayers’ compliance (Kirchler et al., 2007). 
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Having reviewed all assessable related work on this topic, the researcher observed that the spurousity 

of opinion of the tax payers on the possible factors that necessitate the evasion of tax by the self 

employed tax payers neither was any strategy recommended that will improve the collection of tax. 

This work is targeted towards getting information and utilizing the information to improve the 

generation of tax collected in Abia State 

3.0 RESEARCH METHODOLOGY 

3.1  Research Design 

A survey research design involving individual income earners and residing at Umuahia North 

metropolitan area was conducted. A structured questionnaire containing a 4 point scale test items was 

applied in soliciting the opinions of individuals on strategies for improving the assessment and 

collection of tax from self-employed tax payers who are engaged in active medium and small scale 

business.  The study fundamentally adopted two research designs; survey research design (primary 

source data) expo facto research design (secondary source) which targets to find out the strategies for 

improving the assessment and collection of taxes from self-employed tax payers in Nigeria. It is a 

field survey research design and experimental survey. 

3.2 Method of Data Analysis 

 The data collected for this study for the period of ten (10) years will be presented and analyzed using 

Simple regression model and T-test. Simple regression will be used to analyze HO2 and HO3 

Coefficient of the regression while T-test will be analyzed using HO1 for questionnaire. 

The formula for T-test is given as; 

T-test=
𝑥1−𝑥2

√
𝑠1
2+𝑠2

2

𝑁1+𝑁2
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3.3  MODEL SPECIFICATION 

Based on the theory and research hypotheses, the following statistical model of   regression was 
formulated: 

                             ER =  f (RTA)…………………………(1)  

                            ATG = f (ATR)………………………….(2) 

The econometric model is formulated as follows; 

                      ER=BO + B1RTA + e………………(3) 

                      ATG=BO + BORTA + e……………(4) 

Where: ER=estimated revenue 

ATG=Actual tax generated 

RTA=Relevant tax authority 

ATR=Actual tax revenue 

B0=Constant term 

B1=Slope intercept 

e=Stochastic term.  

 

4.0. DATA ANALYSES AND DISCUSSION OF RESULTS 

4.1 Data Presentation and Descriptive Analysis 

Table 1: Presentation of Approved Estimated Taxes and Actual Taxes Collected in Abia State 

Years Approved                   Tax 
Estimate(₦) 

Actual Tax 
 Collected(₦) 

2007 6908100231 5456210239 
2008 7002234012 6124234980 
2009 7132515994 6762692282 
2010 9338602187 6882559491 
2011 11200288344 10491120400 
2012 22202318470 11141467399 
2013 37964633410 11784131564 
2014 40785897567 12784131564 
2015 40980454567 14673786890 
2016 48540000000 14393522813 

Source: Abia State Internal Revenue Service 2017 



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

423 
 

The secondary data shown in table 1 above were also analyzed descriptively and the results are 
contained in table 2 below. 

 

Table 2: Descriptive Analyses of Actual and Approved Estimated Taxes 

Descriptive Statistics 
 Actualtax Estimatedtax Valid N 

(listwise) 
N Statistic 10 10 10 
Minimum Statistic 143935228.10 480000000.00  
Maximum Statistic 14673786890.00 40980454567.00  
Mean Statistic 8624427003.71 18399504478.20  
Std. 
Deviation 

Statistic 4325751361.118
93 

15819250038.37
814 

 

Skewness Statistic -.552 .666  
Std. Error .687 .687  

Kurtosis Statistic .101 -1.479  
Std. Error 1.334 1.334  

Source: Researcher’s SPSS Output 2018 

From the results in table 2 above, it can be summed up that the behaviors of actual and estimated 
taxes are alike. First, the minimum actual taxes collected of ₦143,935,228 is lesser than the minimum 
approved estimated tax of ₦480,000,000; in likewise manner the maximum actual tax is also less 
than the maximum estimated taxes. 

There is also a considerable level of spread observed in the positive standard deviation obtained in 
the two variables. Hence, one can conclude that both variables are similar in their flow and spread 
but the further analysis in the subsequent sections will be applied in the assessment of their 
relationship towards each other. 

 

4.2 TEST OF HYPOTHESES 

4.2.1 Hypothesis I 

Ho1: There is no significant difference between approved tax estimates and actual tax revenue of 
Abia State government 

Table 3 below contains the t-test analysis of estimated and actual taxes of Abia state government 
from 2007 to 2016 tax years. The purpose of conducting a paired sample t-test of these variables is 
to ascertain possible difference which may have existed in the variables. 

 

 

 



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

424 
 

Table 3: T-test Analysis of Estimated and Actual Taxes 

Paired Samples Test 
 Pair 1 

Estimated tax 
– Actualtax 

Paired 
Differences 

Mean 9775077474.
49000 

Std. Deviation 12193090080
.54526 

Std. Error Mean 3855793637.
01289 

95% Confidence 
Interval of the 
Difference 

Lower 1052666280.
24954 

Upper 18497488668
.73045 

T 2.535 
Df 9 
Sig. (2-tailed) .032 

Source: Researcher’s SPSS Analysis 2018 

The results show that there is significant difference between actual and estimated taxes of the state 

in these selected years. The difference in mean for the two variables is positive showing that estimated 

taxes are consistently larger in magnitude compared to actual taxes collected and overall results are 

significant according to two-tailed significance coefficient of 0.032 implying significance of the 

variance in means at 5% level. 

The above result spells huge implication for the taxation system of the state and the compliance rate 

of its citizens who are dominantly self-employed business people. Practically, the estimated taxes 

represent the amount of taxes expected from the citizens based on their demographics, income levels 

and other relevant factors. It is granted that these estimations should not be perfect but the variances 

are not expected to be huge as to warrant statistical significance. Hence, for the Abia state government 

there are possible causes of this observed huge gap in the estimated and actual taxes which includes; 

poor/unrealistic estimations, non-compliance by citizens, poor accountability by officials in charge 

of administration and other challenges. This observed difference can also be summarily referred to 

as tax evasion where like we obtained in the above table; there is significant and consistent variance 
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between collected taxes and estimated taxes. So the conclusion there the state is experiencing tax 

evasion in the selected years of this study may not be wrestled.  

On the basis of the above findings and the consequent implications, we reject the null hypothesis and 

accept its alternative which supports that there is significant difference between estimated and actual 

taxes of Abia state government. 

4.2.2 Hypothesis II 

Ho2: There is no significant relationship between approved tax estimates and tax collected in Abia 
state 

The essence of estimating the coefficient of correlation between estimated taxes and actual taxes is 

to assess whether there is linear association between these two variables at all; and in so doing 

appraise the direction and extent of such relationship. 

According to the results obtained in table 4 below, there is found a direct correlation between 

estimated and actual collected taxes. This finding implies that all along, actual taxes collected move 

in the same direction consistently with approved tax estimates. It also implies by extension that tax 

evasion has been on increase in Abia state as is observed in the continuous increase in the approved 

tax estimates over and above the actually collected taxes each year. 

Table 4: Relationship between Estimated and Actual Taxes 

Correlations 
 Estimatedtax Actualtax 
Estimatedtax Pearson 

Correlation 
1 .879** 

Sig. (2-tailed)  .001 
N 10 10 

Actualtax Pearson 
Correlation 

.879** 1 

Sig. (2-tailed) .001  
N 10 10 

**. Correlation is significant at the 0.01 level (2-tailed). 
Source: Researcher’s SPSS Analyses 2018 
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The extent of the positive association between estimated and actual taxes in Abia state is also 

statistically significant at 1%. It follows that estimated and actual taxes in Abia state associates 

strongly with each and also tend behave in like manner. Hence as estimated taxes increases each year 

based on the relevant observable logistics and developments, actual taxes collected in such year also 

increases. This portends that the governmental agency responsible for estimation of these taxes is not 

totally wrong but the obvious causation for the shortfall – possibly tax evasion and avoidance 

activities have simply remained consistent overtime. 

Having established through statistical analyses that estimated taxes have significant correlation with 

actual taxes collected by the Abia state government; we reject null hypothesis and accept its 

alternative assertion which posits that estimated taxes has significant relationship with actual taxes 

collected. 

4.2.5. Hypothesis III  

Ho3: Adequate enforcement of self-employed tax policies has no significant effect on tax compliance 
in Abia state. 

 

Table 5: Regression of Enforcement on Tax Compliance in Abia State 

Variables Results 
Constant 20.29 
 (28.72)*** 
Tax Enforcement  0.19 
 0.571 
R2 0.004 
F-statistics 0.33 
Durbin-Watson 1.89 
t-values are parentheses; *=10%, **=5% and 
***=1%levels of significance  

 

Source: Researcher’s SPSS Analyses 2018 

Table 5 above contains the result of the regression of tax enforcement policies in Abia state on the 

tax compliance rates as observed by our respondents. The results obtained in the analysis shows that 

tax enforcement policies in the state has no statistical influence on the rate of compliance obtained 

from the tax payers. The direction of the association between tax policies enforcement and 
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compliance is positive; however the tax enforcement appears to have no significant influence on the 

compliance levels of self-employed persons in the state based on the significance level of 0.57. 

Further, R2 also attest to the fact that the two variables do not correlate as there is observable very 

correlation coefficient of 0.4%. The F-statistics implies that the level of tax policies enforcement in 

the state as opined by our respondents cannot explain the variations or changes that exist in the 

compliance levels of the self-employed persons within the state. However, the Durbin-Watson 

statistics which very close to 2 indicates that the series for tax policies enforcement and compliance 

levels are without serial correlations, hence the regression estimate is reliable. We therefore accept 

the null hypothesis and conclude that tax policies enforcement have no significant effect on tax 

compliance in Abia state. 

The implication however, is that the government of the state has failed to apply and enforce tax 

policies that are capable of eliciting adequate compliance rates from the self-employed persons and 

therefore this condition has led to wide and consistent gap between the estimated and actual collected 

taxes observed in the prior sections of this chapter.  

5.0 SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATION 

5.1  Summary of Findings 

Based on the data analysis and interpretation the following are the summary of the findings made in 
the study. 

i.  There is a significant relationship between approved Tax estimate and actual tax collected in 
the state. This implies that on the average, increase in approved Tax estimate raises the actual 
tax collected in the state. 

ii.  There difference between Taxes collected and tax estimate in Abia state is significant, the 
margin of variation between the two is highly significant with values. 

iii.  There is Tax avoidance and evasion in Abia State which is largely caused inadequate 
information about Tax, lack proper accounting records and improper orientation. 

iv.  The government agencies are also held responsible for not conducting proper orientation on 
the step required for one to comply with Tax payment in the market and in the language of 
the market. 

v.  Assessment and collection of self-employ Taxes are enhance by adequate provision of social 
amenities, use of qualified and experience personnel, Tax payer enlighten and education. 

vi.  The opinion of people in Abia state as regards strategies for improving tax compliance among 
self-employed persons is different among various individual owing to certain reasons. 
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5.2 Conclusions 

Taxation generally constitutes an Indispensable Avenue through which government generate revenue 
especially in this economic crisis. This informs the relevance of the self-employed sector given its 
economic size to the estimated tax revenue, the Nigeria economy would record a sharp growth if 
greater percent of her taxable adult hidden in the underground economic sector would willingly or 
forcefully pay their taxes. In view of the above situation the concerned governments should therefore 
play their own roles efficiently. In addition to adopting this and other veritable strategies for 
improving tax compliance from the self-employed; government should also ensure that these 
strategies are implemented to the letter. It is only when this is done that the expected improvement 
in tax revenue would be achieved.  

5.3 Recommendations 

i.  A special Tax court should be introduced by government in order to enhance quick 
dispensation of justices and prosecution of Tax defaulters. This would equally serve as 
deterrent to intending tax defaulters and thus, improve government tax revenue  

ii.  Government should not only train and retain proven tax disciplined staff, but also make the 
key and sensitive positions in the board constantly rotating in the order to minimize the 
incidence of bribery of Tax officials by the Tax payers. 

iii.  Government should live up to its responsibility by providing adequate basic amenities such 
as good road, electricity, hospitals etc. for the people especially those in the rural areas. 

iv. Presentation of Tax clearance certificate (TCC) should be made a requirement for any form 
of transaction with government. This would compel more self-employed persons to pay Tax 
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