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Abstract 

The study investigates the effect of tax avoidance on personal income tax administration in 
Delta State using Delta State Board of Internal Revenue as a reference point. Tax avoidance 
and tax evasion have been hindering factors to tax administration in Nigeria right from the 
time of colonial government. The situation seems to have made all efforts put in place to 
restructure the tax system in Nigeria a mirage. The sample size of the study was derived 
statistically using Yaro Yamni formular. The sample size was made up of two hundred and 
ninety four (294) employees of Board of Internal Revenue, Asaba. The study made use of 
primary and secondary data. Futhermore, tables and percentages were used for analysis. The 
analysis of variance (ANOVA) was used to test the hypothesis. The study disclosed that public 
enlightenment of tax payers and adequate utilization of public goods will discourage the 
attitude of people involved in tax avoidance and tax evasion in the state. More so, high rate of 
tax encourage people into tax avoidance and tax evasion. Based on these findings, the 
research recommends that tax officials should be constantly trained and retained to improve 
their performance on their job. Finally, public enlightenment campaign programmes should 
be organized across the state to enlighten people on the negative implications of tax 
avoidance and tax evasion.  
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The desire to contribute to the development of one’s society shall be the desire of every 
patriotic citizen. The payment of tax is one of the ways of demonstrating such desire. The 
international encyclopedia of social science defined tax as a general concept for a device used by 
government to extract money or valuable articles from the members of the community and 
organization (companies) by the use of law. In other words, it is a levy charged by Federal, State and 
Local government for provision of infrastructure amenities for wellbeing of the citizens. 

However, payment of tax is a civic duty and an imposed contribution by the government on 
her subject and companies to enable her finance or run public utilities and perform other social 
responsibilities. There is no government on its own can adequately provide all the needs of the people,  
hence to involve the people in the provision of certain amenities. The level of economic growth and 
development of any economy depends on the revenue generated and properly channeled towards the 
development of the country. 

One of the major problems facing Nigeria tax administration is the problem of tax avoidance 
and tax evasion. In Nigeria, unfortunately, taxation is regarded by the majority of the people as an 
instrument of oppression by the government. However, the concept has its roots in colonial days when 
the local agents of colonial government forced the people to pay all forms of obnoxious taxes 
irrespective of their income. In developed countries, taxation has come to be accepted not only as a 
necessary civic responsibility, but also a part of life style of the people once it involves the revenue 
derivation for common purpose (Chowdhury, 2011). 

Unfortunately, Nigerian tax system is impaired with tax evasion and tax avoidance. Tax 
evasion is the willful and deliberate violation of the law in order to escape payment of tax. On the 
other hand, tax evasion is a situation where one for obvious reasons refuses to fulfill civic 
responsibilities under the law. 
Soyode and Kajola (2006) defined evasion as a deliberate and willful practice of not disclosing full 
taxable income in the financial statement in order to pay little or no tax. Tax evasion is evident in 
situations where tax liability is fraudulently reduced or false claims are filled on the revenue tax form. 
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Uche (2011) stated that people are unwilling to pay tax because of its non-performance and others 
associate it with inability of tax officials enforcing compliance on the tax payers. 

Tax avoidance is one the techniques adopted by the tax payer to reduce or remove his liability 
to tax without actually violating the law. Tax avoidance is not illegal under the law. It is a situation 
whereby the tax payer capitalized on the tax loop holes in arranging his affairs to reduce tax payable. 
However, these unlawful attitudes of tax payers has affected the revenue generation in the state. The 
government has for several times complained of the widespread incidence of tax evasion and tax 
avoidance in Delta State. Many small scale business enterprises and other taxable individuals employ 
various tax avoidance devices to escape or minimize their tax liabilities. Domestic revenue 
mobilization is key to sustainable development. Tax evasion and tax avoidance no doubt have denied 
government tax revenue accruable to her which has created gap between the potential and actual tax 
revenue collection. 
 
Statement of the Problem 

In Nigeria today, government at the various levels is channeling most of its efforts towards 
the creation of social and economic welfare of her citizens to better the standard of living at the grass 
root. Development oriented projects requires funds. One of the major sources of government revenue 
is from taxes. Although tax evasion and tax avoidance are problem affecting any tax system; the 
Nigerian situation seems unique when viewed with the level of corruption practices in Nigeria. 
Taxation under personal income tax, the major problem is inability to identify individual tax payer, 
especially self-employed individuals such as the businessmen, contractors, professional practitioners, 
etc. 

Chiedu (2014) clearly stated that civil servants and other salaried workers are the only class of 
people that pays the actual tax in Nigeria. This is because the details of public servants are known and 
the tax is deducted at source before the net salaries will be handed over to the employee. Despite the 
tax provision, self employed individuals employ all kinds of tax avoidance strategies to minimize or 
escape the tax liabilities. 

However, some state governments including Delta State have made effort to tackle this 
problem had engaged the service of consultants. Notwithstanding, the effort of the government, the 
problem of tax evasion and tax avoidance still persists. If this ugly situation is not put into control, in 
the future time, the state government may be faced with shortage of fund to run her affairs. Some 
projects may be abandoned and payment of salaries of government workers may be delayed. In order 
to meet up with these needs, government may go into borrowing of fund to finance their activities. 
 
Objective of the Study 
The general purpose of this study is to determine the effect of tax evasion and tax avoidance on 
personal income tax using Delta State Board of Internal Revenue as a reference point. Specifically, 
the study sets to: 
1. To determine the effect of tax evasion and avoidance on personal income tax mobilization. 
2. To ascertain the relationship between the tax rates, tax evasion and tax avoidance. 
 
Hypothesis 
H0: There is no significant relationship between tax evasion, tax avoidance and personal income 
administration in Delta State. 
H1: There is no significant relationship between tax rate, tax avoidance and tax evasion. 
 
Empirical Review 

The payment of tax is one of the civic responsibilities of a citizen in any country. Government 
derives its revenue through various sources, but one of the major sources of revenue comes from 
taxation. The revenue generated from taxes by the government are used for providing infrastructural 
amenities for the comfort of her citizens. The persistent increase of tax evaders in the state can affect 
re-current and capital expenditure of the state. 

There is difference between tax evasion and tax avoidance. One is legally accepted in tax law 
and the other is an offence and criminal act (Skandia and Kumara, 2002 as cited by James and Nobes, 
2009). The word “evade” and “avoid” are generally used interchangeably. They connote the idea that 
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they mean the same thing but to the professional and judicial mind, there is a different conception 
behind the words. 
Tax evasion is a contravention of the tax laws, whereby a taxable individual or company neglects to 
pay the tax due or reduces the tax liability by making fraudulent or untrue claims on the income tax 
form. The evasion is a deliberate act on the part of the tax payer not to pay tax due. This explains why 
it is considered a criminal offence on the part of the tax payer (Seyi, 2008). 

Soyode and Kajola (2006) opined that tax evasion is a deliberate and willful practice of not 
disclosing full taxable income in order to pay less tax. Tax evasion is evident in situations where tax 
liability is fraudulently reduced or false claims are filled on the revenue tax forms. It is the outright or 
deliberate breaking of law to minimize or not to pay tax at all. Sikka and Hampton (2005) stated that 
tax evasion is one of the major social problems that is affecting infrastructural development in 
developing countries and this situation gives room for more welfare state developed economy. The 
situation has led to a growing attention among policy makers, western countries, international 
agencies and scholars. However, little attention has been placed on the ethical issues of tax evasion in 
Nigeria. 

According to Sharma and Dug (2011) as cited by Mohammed and Mohammed (2012) 
summarized that tax evasion is the general term for efforts not to pay taxes by illegal means. Tax 
avoidance on the other hand is generally considered as a way of identifying the loop-hole in the tax 
law and then taking advantage of such loop-hole to reduce the tax payable. 
Kay (1980) opined that tax avoidance takes place when facts of the transaction are admitted but they 
have been arranged or presented in such a way that the resulting tax treatment differs from that 
intended by the relevant legislation. 

Tax avoidance is the reduction of tax liability by the tax payers through the exercise of his 
legal right under the tax law to make the best use of available reliefs, allowances and exemptions 
(Abubakar Idris, 2004). Mohammed and Mohammed (2012) in their study, said that government has 
protested against these two re-occurring issue for a number of times but corporations and all other 
persons whose income is taxable, they make use of tax avoidance strategies to get away or curtail the 
taxes or they willfully employ fake techniques with the support of tax officials to evade the total tax. 
Lefebvre, Pestleau & Willeval (2011) their study conducted in Netherlands, France and Belgium and 
examined the behaviour of people. They compared the behaviour of people regarding welfare dodging 
and tax evasion. The result indicated that people applied less evaded behaviour in tax treatment than 
in welfare treatment, and people evade more tax in  

Netherlands and France but tax evasion is more in Flemish than Walloons. Furthermore, 
Liadiale (2010) conducted a research on income tax evasion in Nigeria and cultural factors like 
religiosity trust in government and legal enforcement. Also, the study observed that there is no 
significant relationship found between religious variables and tax evasion in Nigeria. 

Adebisi and Gbegi (2013) conducted a study on the effect of tax evasion and avoidance on 
personnel income tax administration in Nigeria. The study established a relationship between tax 
avoidance, tax evasion and the personnel income tax generation in Nigeria. The previous studies have 
done much in the area of tax evasion and tax avoidance but much research have not been carried out 
to cover the relationship between the tax evasion, tax avoidance and personal income tax 
administration which this study intends to cover the gap. 
 
Causes of Tax Evasion and Tax Avoidance in Delta State  

I. Inequitable distribution of amenities in some parts of the state 
Many people are opposed to the payment of any form of taxes and rates on the ground that 
government had been unfair in the distribution of amenities in some parts of the state. Some of the 
villages have no good roads, electricity and other development projects are lacking. The attitude of 
government in providing infrastructure has discouraged individual tax payers from paying tax 
liability. Individuals complained that the taxes they paid cannot be measured with the services 
provided by the government. 
 

II. Lack of integrity among revenue collectors 
Owunabo (2010) opined that no tax law, no matter how sophisticated, it cannot be effective unless 
administered with competency and integrity on the part of the tax collectors. These taxes are collected 
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by the tax officials by either using faked receipts or large sum of revenue collected are diverted into 
their personal pocket while little amount is remitted to government. This activity is rampant within the 
assessors, they take the advantage of the unwillingness of the self employed tax payers to keep record 
or make relevant record available. The situation is likely to lead into an unofficial negotiation between 
the assessors and the prospective payer with a view to break even. Some prospective tax payers find it 
more economical to pay a tip of twenty thousand (20,000) naira per annum than paying the actual tax 
liability due to the government. 
 

III. Mismanagement of revenue fund 
More often than not, there are reports in the news media of how government functionaries mismanage 
tax payer’s money, evidence of wastage of public funds in the form of inflated contract prices. Also, 
using diverse means of defrauding the state, these funds are budgeted  
for ministries and governmental departments to carry out developmental projects are diverted to 
personal pockets for selfish interest. 
 

IV. Loopholes in the tax law 
The major cause of tax avoidance is loopholes in the tax laws. According to Famakinwa (1993), tax 
avoidance is caused by the fact that the tax laws are completely framed, thereby giving room for 
loopholes and the tax planners and tax payers resort to taking advantage of these loopholes as to 
reduce the tax liabilities of their clients and their own tax liabilities. Onosod (1987) added that tax 
administration/laws in Nigeria enable thousands of companies to make losses every year but still 
remain in business. Many business enterprises involved in window dressing financial report 
accounting and accounting pranks in efforts to evade tax. 
 
V. Lack of the spirit of civic responsibility 
Most Nigerians probably due to high rate of illiteracy and ignorance fail to understand that they have 
responsibility owed to the government, one of which is the payment of tax. Even when the 
government complains of law revenue generation, they would rather argue that government should 
print more money to solve her problems. Kiabel (2001) has said that some businessmen do not see 
any reason why they should pay tax irrespective of the fabulous profits made. This is the direct 
display of the spirit of unpatriotism. 
 
Research Design 
The study employed a survey design. Data were collected through primary and secondary sources. 
The researcher made use of questionnaire in obtaining information from the respondents. 
Questionnaires were administered to the employees of Delta State Board of Internal Revenue, Asaba. 
The population of the study is made up of one thousand one hundred and ten employees. 
 
Sample Size and Sample Techniques  
The study derived the sample size by applying Yaro Yamene formula 
n =   N 

      1 + n(e)2 

Where n = sample size 
            N = population 
            e = level of significance (0.05) 
n =           1110 

1 + 1110 (0.05)2 

n =              1110                            
 
            1 + 1110 (0.0025) 
n =               1110 
 3.775 
n =        294 
The sample size was made up of two hundred and ninety four (294) of employees of Delta State 
Board of Internal Revenue. 
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Method of Data Analysis 
Data collected were presented in table with simple percentage and hypothesis was tested using the 
analysis of variance (ANOVA). Out of two hundred and ninety-four (294) copies of questionnaire 
administered, only two hundred and eighty-six (286) were returned and valid for analysis. 
 
Table I: Enlightenment and Adequate Utilization of Tax Revenue on Public Goods will 
Discourage Tax Avoidance and Tax Evasion 
OPTIONS FREQUENCY PERCENTAGE (%) 

Strongly Agreed 210 73 

Agreed 45 16 
Disagreed 10 4 
Strongly Disagreed 6 2 
No Idea 15 5 
TOTAL 286 100 

 
From the table I above, 210 respondents strongly agreed that enlightenment and adequate utilization 
of tax revenue on public goods will discourage tax avoidance and tax evasion practices in the state 
representing 73%. While 45 respondents out of the total respondents agreed with the statement and 6 
respondents representing 2% strongly disagreed. 
 
Table II: High Tax Encourages Tax Avoidance and Tax Evasion 
OPTIONS FREQUENCY PERCENTAGE (%) 
Strongly Agreed 156 55 

Agreed 113 39 

Disagreed 3 1 
Strongly Disagreed 12 4 
No Idea 3 1 

TOTAL 286 100 

 
From the table II above, 156 respondents strongly agreed that high tax rate encouraged tax avoidance 
and tax evasion in the state representing 55% while 3 respondents disagree representing 11% of the 
total respondents, while 113 respondents agreed that high tax rate encourages tax avoidance and tax 
evasion representing 39%, 12 respondents strongly disagreed which represent 4% of the total 
respondents. 
 
Table III: Personal Income Tax Collection has not been Impressive 
OPTIONS FREQUENCY PERCENTAGE (%) 

Strongly Agreed 160 56 

Agreed 80 28 
Disagreed 26 9 
Strongly Disagreed 14 5 
No Idea 6 2 

TOTAL 286 100 

 
From the table III above, 160 respondents out of the total respondents strongly agreed that personal 
income tax collection have not been impressive in the state which represents 56% and 80 respondents 
agreed representing 28% of the total respondents. Only 26 respondents disagreed with the statement 
while 6 respondents said no idea which scores 2% of the total respondents. 
  
Table IV: Personal Income Tax Rate is too High 
OPTIONS FREQUENCY PERCENTAGE (%) 

Strongly Agreed 80 28 

Agreed 150 52 
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Disagreed 36 13 

Strongly Disagreed 14 5 
No Idea 6 2 

TOTAL 286 100 

 
From the information in table IV, 80 respondents strongly agreed that personal income tax rate is too 
high representing 28%, while 150 respondents agreed that personal income tax rate is too high which 
represents 52% out of the total respondents. Only 6 respondents said no idea which represents 2% of 
the total respondents. 
 
Test of Hypothesis 
Hypothesis I: Decision Rule 
Using the ANOVA test in table 5, we reject the null hypothesis and therefore accept the alternative 
hypothesis since Fcal is greater than Ftab. That is 155.1 > 5.32 at 0.05 level of significance; this means 
that there is significant relationship between tax avoidance, tax evasion and the personal income 
generation in Nigeria. 
 
Table V: ANOVA Test Statistics 
Source 
Between treatment 
 
Within treatment 
 
Total 

Ss 
44898.53 
 
2301 
 
47199.52 

df 
1 
 
87 
 
99 

Ms 
44898.52 
 
287.625 

F-ratio 
 
155.1 
 

 
Ftab = df under level of significance; F (v, v) under 5% F (1, 8) under 0.05; Fcal = 155.1 
Standard value = 5.32; Compare Fcal and Ftab; 156.1α 5.32; 156.1 > 5.32. 
 
Hypothesis II: Decision Rule 
Table VI shows that we reject the null hypothesis and therefore accept the alternative hypothesis since 
Fcal is greater than ftab, that is 41.4 > 5.32 at 0.05 level for significance, this means that there is 
significant relationship between the tax rates and tax avoidance and tax  
evasion.                                          
 
Table VI: ANOVA Test Statistics 
Source 
Between treatment 
 
Within treatment 
 
Total 

Ss 
27678 
 
5345 
 
33023 

df 
1 
 
8 
 
 

ms 
27678 
 
668.125 

F-ratio 
 
41.4 
 

 
Ftab = df under level of significance; F(v,v) under 5% F(1,8) under 0.05; Fcal = 41.4; 
Standard value = 5.32; Compare Fcal and Ftab; 41.4 α 5.32; 41.4 > 5.32. 
 
Discussion 
 From the table I analysis, the researcher observed that public enlightenment and proper 
utilization of tax income on public goods will go a long way to discourage tax avoidance and tax 
evasion in Delta State based on the number of respondents that strongly agreed.  
 Moreso, in table II, the study discovered that high rate of tax in the state encourages tax 
avoidance and tax evasion. This information was noted by the respondents that went for strongly 
agreed. 
Table III revealed that personal income tax generation has not been impressive. This was noted by the 
number of respondents that strongly agreed. 
 Finally, the table IV above revealed that personal income tax rate is too high. From the result 
of test of hypothesis, the study found out that there is a significant relationship between tax avoidance, 
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tax evasion and personal income generation. The study went further to disclose that there is 
significant relationship between tax rate, tax avoidance and tax evasion. 
 
Conclusion 
 The study discovered why tax payers evade and avoid taxes due for payment and suggested 
the way forward to minimize this illegal practice. The study revealed that public enlightenment 
campaign and adequate utilization of public goods and moderate tax rate will reduce the activities of 
tax avoidance and tax evasion. 
 Government on her own part should carry out enlightenment campaign to educate the public 
on the importance of payment of tax. The government should encourage the tax payer by utilizing the 
tax revenue through provision of basic infrastructure. 
 
Recommendations 
From the above analysis, the following recommendations have been made to improve the capacity of 
the tax bodies to raise adequate tax revenue income for development of the state. 
1. The board of Internal Revenue should review its methods of assessment and collection 
procedures to ensure compliance of tax payers. The tax officials should highlight to the tax payer, the 
need for payment of tax due and the method of assessment should be properly made known to the tax 
payer to avoid due on the amount to be paid. 
2. The government of Delta State through Board of internal revenue should carry out public 
enlightenment through radio message, television advertisement, post bills to inform the tax payers of 
changes in tax legislation and the need for compliance. 
3. In order to reduce corruption, tax payers in the state should be given option to pay their taxes 
in designated banks and no payment to tax office should exceed N5000. 
4. The Delta State Government should allow the Delta Board of Internal Revenue to deduct and 
retain at least two percent (2%) of the total revenue collected to meet their cost of administration. This 
will assist the Board in procuring motor vehicles and other working materials which are useful to 
offset logistics expenses. 
5. The handling of the tax clearance certificates should be well decentralized such that neither 
the assessor nor the collector can issue tax clearance certificates. The audit department of the Board 
should be strengthened to always audit tax remittance by the tax collectors. 
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