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The origin of the phrase “fair play” is largely credited to Shakespeare who coined the phrase

and used it in several of his plays. Today the phrase is often associated with sportsmanship

especially in many leading games like football and cricket so much so that some countries have

incorporated it into their legislation. In sports parlance fair play means properly conducted

conditions for a game, giving all participants an equal chance.

When used in contexts other than games it means fairness and justice. Therefore one can say

that fiscal fair play refers to properly designed systems where every taxable person pays

according to their ability and the tax revenue is applied judiciously for the benefit of all.

There is no doubt that tax compliance rate in Nigeria is very low. According to the Heritage

Foundation, the ratio of tax revenue to GDP in Nigeria is only 6.1%. This is within the range of

countries with no income taxes such as the UAE, Bahrain, Saudi Arabia and in fact less than

some war-torn countries like Afghanistan at 6.4%.

At the other end of the spectrum are countries such as Denmark with 49.0%, France 44.6%,

and United States 26.9%. In Africa some of the leading countries include Botswana with 35.2%,

South Africa at 26.9% and Ghana with 20.8%. Various studies have shown that there is a high

correlation between tax compliance and good governance as people who pay taxes tend to ask

questions and hold their leaders accountable. This is due in large measure to the feeling that

since they contribute to government funding they have a stake in the way they are being

governed. Therefore getting services from government will no longer be a privilege to thank

government for but a right to demand of government. This is why car owners in the UK sue

their local councils for damages to their cars due to potholes. In 2012 alone more than 22

million pounds (over N5.5 billion) was paid in compensation to drivers for pothole damages to

their vehicles and other related injuries.

If things must get better
the people must know
their rights. According to
Thomas Jefferson, if a
nation is ignorant and yet
expects to be free, then it
is expecting what never
was and never will be.



If things must get better the people must know their rights. According to Thomas Jefferson, if a

nation is ignorant and yet expects to be free, then it is expecting what never was and never will

be. Fiscal fair play also demands that whatever the people want, they must be ready to pay for

it. It is absurd to borrow from our unborn children to pay our bills but this is exactly what some

governments do when they amass debts to spend on frivolities, what a legacy!

To be fair, the tax burden must be progressive so that the more you earn the more you are

required to pay. For instance, if a poor man pays 5% VAT on bread a rich man should not pay

the same rate on a private jet. The same principle holds for income tax on the basis that their

ability to pay is not the same. The recent amendment to the Personal Income Tax Act failed to

fully achieve this as it raised the tax on the poorest of the poor by 100% while reducing the tax

on the middle class and slightly increasing tax on the rich.

It is important also for everyone to contribute except those who have barely anything. This is

essentially a determinant of the size of the so called “tax net”. Lagos State government for

instance said that only 3 million out of 8 million taxable adults pay taxes in Lagos State which

is a little over 30%. If Lagos State has the highest rate of compliant taxpayers then one can only

imagine what the average will be nationwide. To make any headway, the appropriate structures

must be put in place to curb tax evasion. It should not be possible to register a company

without first registering it with the tax authorities. In fact, the tax registration number should

be an item on the certificate of incorporation. Enterprises should not be able to register their

businesses without tax registration with the relevant state governments. Natural persons

should be registered for tax from birth. This will provide the relevant data to track compliance.

Politicians must lead by example; it is immoral for a person who doesn’t pay tax to seek

political authority to manage tax revenue. Religious leaders and traditional rulers also must pay

income taxes; the exemption in the law covers the religious institutions, not the individuals.

Paying taxes is no longer just a legal compliance issue; it is also about morality and

responsibility. No one understands this better at the moment than Starbucks. The company

was accused of aggressive tax avoidance scheme in the UK. As a result about 17% of its British

customers decided to boycott the company’s products forcing it to pledge a minimum corporate

tax payment of $10 million annually.

To assist willing taxpayers and encourage voluntary compliance, the tax laws and

administration must be simple. Information about taxes must be freely available. Tax

administrators must be properly trained and must behave professionally. Dispute resolution

mechanisms must be in place. Government must be prudent not extravagant or corrupt.

It is immoral for a person who doesn’t pay tax to seek
political authority to manage tax revenue. Religious
leaders and traditional rulers also must pay income taxes;
the exemption in the law covers the religious institutions,
not the individuals.



The informal sector is another segment of taxpayers often talked about where tax evasion is

rampant. Unfortunately emphasis has been on how to get these people to pay tax whilst very

little has been said on what is in it for them. The right strategy is the “carrot and stick

approach”. It should not only be about tax to collect, it should also be about what the people

stand to benefit which should be concrete and compelling.

To encourage businesses a company should be able to distribute its losses to its shareholders to

reduce their taxes. Taxation can also be used to reduce corruption by following the movement

of money and taxing extravagant and ostentatious lifestyle.

Fiscal fair play also demands that taxpayers’ money be put to work and government must be

transparent. If government tells people about the budget at the beginning of the year then they

should equally be informed of the actual position at the end of the year before presenting

another budget. In 2012 for instance, the Federal Government budget had a deficit of about N1

trillion but as it turns out, the FIRS collected over N1 trillion more than their budget for the

year and oil price benchmark of $75 was exceeded with an average price for the year around

$100 per barrel. Although not all the money collected by the FIRS goes to the Federal

Government and not every additional dollar over the benchmark crude oil price goes into

government coffers, fiscal transparency demands that this be openly discussed.
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The recent amendment to the Personal Income Tax Act
failed to fully achieve fairness as it raised the tax on the
poorest of the poor by 100% while reducing the tax on the
middle class and slightly increasing tax on the rich.


