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The informal economy is described as the sum total of economic activity that happens outside state regulation, 
which is neither taxed nor represented in a country's GDP. Other descriptions depict it as economic activities 
lacking conventional accounting procedures, characterized by high incidences of non-reporting or under-
reporting and is excluded from social measurement apparatus such as the Gross Domestic Product, GDP. 

The sector's activities generally operate without binding official regulations, although it may or may not regulate 
itself internally. Components of it operates under official regulations but are not compelled to render official 
returns on their operations or production process to relevant state institutions.

The size of the informal sector in Nigeria is estimated at about 65% and consists of activities that range from 
agricultural production to mining and quarrying, small-scale building and construction and machine-shop 
manufacturing. Traditional Nigerian crafts in clothing and furniture, vehicle and mechanical repair, utility services, 
parallel finance structures operating mostly on unwritten rules and providing credit services, among others.

An unpublished survey in 2008 suggested that the informal sector in Nigeria accounted for about 90% of new jobs 
in the country, about 80% of all non-agricultural employment and about 60% of urban jobs created, earning it the 
description of being mammoth, heterogeneous and the backbone of the formal sector.

In spite of these however, records indicate that its contribution to the national revenue in the form of tax is 
minimal. Due to the unavailability of adequate data on operators, the absence of conventional accounting 
practices, poor internal record keeping, the cash based nature of most transactions and the absence of necessary 
records with relevant revenue authorities, it is difficult to assess their levels of tax liability and track compliance 
with tax regulations. This causes huge revenue leakage and greatly increases the tax gap within the Nigerian tax 
system.

Admittedly, some of the practitioners in the sector generate such economic activity with negligible taxable items, 
but the predominantly capitalist nature of the Nigerian economy has overtime created a class of informal sector 
operators whose activities generate high turnovers and enormous levels of taxable items but who successfully 
evade and avoid tax because of the absence of a robust tax system and administration that effectively captures 
them into the tax net.

A major feature of a fait and just tax system is equity, tax payers paying according to their ability to pay. The present 
system where employees in the formal sector pay tax because there are records and they can be deducted from 
source while higher income operators in the informal sector successfully evade and avoided tax or worse still, 
where hapless petty traders and market women are harassed by multiple layers of tax collectors while the 
wealthier but smarter informal entrepreneurs pay nothing is far from be fair and the administration not close to 
being efficient.

The development of effective strategies to expand the tax base in the informal sector in an efficient and equitable 
one is therefore both an issue of revenue and justice. While the national Tax Policy has identified this as a major 
item for reforms, it is essential that civil society also interrogate this scenario and make input into the process.

It is for this reason that the Civil Society legislative Advocacy Centre undertook this Policy Brief as part of its 
implementation of the Capacity for Research and Advocacy for Fair Tax (CRAFT) programme in Nigeria. We 
appreciate the efforts Dr. Jumoke Oduwole and Dr. Abiola Sanni for developing the Brief. We also acknowledge 
Oxfam Novib for providing the resources for the research and publication of this brief.

We hope relevant stakeholders in the Tax system will find it useful as we proceed towards reforms in out Tax 
frameworks to ensure efficiency and justice that translates our tax environment into one that promotes people 
oriented development and guarantees equity for all citizens.

Executive Director, CISLAC

Auwal Musa (Rafsanjani)
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1. Introduction
One of the key characteristics of a developing economy is the incidence of a large informal sector.  The concept of 
the “informal sector” was popularized in the early 1970s by the International Labour Organization (ILO) in a widely 
read study on Kenya in 1972, as well as the British anthropologist Keith Hart in a study on Ghana in 1973. The term 
refers to that part of an economy that is outside government regulation and, therefore, not taxed or captured in 
the national gross domestic product (GDP).  

Informal sector has been described as all economic activities in all sectors of the economy that are operated 
outside the purview of government regulation. It has also been viewed as the set of economic units which do not 
comply with one or more government imposed taxes and regulations but whose products\services are considered 
legal. However the International Labour Organisation (ILO) and the United Nations Development Programme 
(UNDP) refer to the informal sector as the non-structured sector that has emerged in the urban centres as a result 
of the inability of the modern sector to absorb new entrants. The informal sector covers a wide range of labour 
market activities that combine two groups of different nature. On the one hand, the informal sector is formed by 
the coping behaviour of individuals and families in economic environment where earning opportunities are 
scarce. On the other hand, the informal sector is a product of rational behaviour of entrepreneurs that desire to 
escape state regulations especially for the purpose of taxation. However, for the purpose of taxation, one main 
feature of the informal sector is firms and individuals active in the informal sector usually do not pay direct taxes or 
excise on their sales. As a result, the government loses these huge potential tax revenues.

While most industrialized countries are characterised by a broad tax base, covering majority of the country's 
citizens and firms, developing countries are faced with significant portions of its active labour force being 
unregulated.  This shadow economy is, therefore, difficult to capture in the country's GDP and successfully evades 
government taxation.  Therefore, the government of such a developing country remains perpetually unable to 
generate sufficient amounts of revenue for the development of the country. In low-income countries the profile is 
typically based on the informal sector generating up to 50% of GDP, with up to 90% share of employment.  This 
phenomenon is largely attributed to the lack of capacity of majority of the population to comply with the 
regulations of the formal sector due to illiteracy and innumeracy, as well as weak accounting and tax compliance 
capabilities.  Informal sector workers are typically found in the subsistence sector (rural agriculture or trading) and 
in urban sectors such as trading, personal services, food and beverage services and small scale manufacturing).

The informal sector exists when overregulation (high tax rates and high cost for entering the formal sector) is 
coupled with an inefficient and corrupt system of compliance control. When barriers into the formal sector of a 
country are high, citizens are forced to self-employ in order to generate means of livelihood.  Furthermore, some 
businesses deliberately choose to remain informal as a means of tax evasion or to cover up illegal activities.  
Interestingly, there appears to be a correlation between the size of the informal sector and the stage of 
development or structure of a country.  For instance, in economic crises, informality in the form of high shares of 
agriculture, small firms, self-employed and low-skilled increases as formal employment declines. 

Unsurprisingly, Africa's share of the informal sector is the highest in the world.  43% of African countries' GDP is 
derived from the informal sector as compared to 42% of GDP in Central and South American countries, 39% in East 
and Central European countries, 30% in developing Asian countries and 15% in advanced OECD countries.   Even 
within African States there is a significant dichotomy: While South Africa's informal economy amounts to 28% of 
the economy, countries such as Zimbabwe, Tanzania, and Nigeria allot approximately 60% or more of the economy 
to the informal sector.

In Nigeria, the over-dependence of both our government and the economy on petroleum-related income is a well-
established fact, and the sector provides Nigeria with more than 85% of her revenue. However in an attempt to 
attain much-needed funding for development projects, and due to various factors such as the fluctuation of 
international oil prices, restiveness and insecurity in the Niger Delta region of the country and the global economic 
recession, the Nigerian government is seeking to diversify its tax revenue base. There is no doubt that the Nigerian 
government recognised the negative impact of overdependence on oil gas revenue. The eagerness on the part of 
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government to diversify its revenue base can be seen in the significant changes being carried out in the Nigerian 
tax system and the attendant increment in the revenue generated by the Federal and States' tax authorities. 
Recently the Federal Inland Revenue Service announced that it realised N2.43 trillion in the first half of 2012. 
According to the Service, this is a significant increase over the N1.94 trillion it collected in the same period in the 
previous year.

Currently, after petroleum, Nigeria's tax base is propped by the Companies income tax, an area which, though 
lucrative, is fraught with rampant tax evasion propagated by companies and their shareholders. Thus, arguably, 
the most reliable tax collected in Nigeria is the Personal Income Tax. The preference of the Personal Income lies in 
its ease of collection, as it is typically deducted from source for most employees in the formal sector in both the 
public sector and the private sector. However maximization of tax revenue in Nigeria is being hampered by the 
inability of the tax authorities to bring the informal sector into the Personal Income Tax net as Personal Income Tax 
and some other taxations are basically being paid by the employees and employers engaged in the formal sector of 
the Nigerian economy. The result is that the weight of the tax fall disproportionately on the shoulders o those in 
the formal sector while the informal sector of the economy remains largely unexploited. In an attempt to proffer 
viable solutions for the Nigerian government to increase its revenue for much-needed development initiatives, 
this policy brief analyses the Nigerian informal sector, a large, untapped source of government revenue.  After 
identifying the factors militating against effective taxation of the sector, we recommend policy initiative to help 
remedy the situation.

2.  Overview of the Nigerian Informal Sector
The Nigerian informal sector is extremely large and diverse and is said to account for approximately 60-65% of the 
economy.  Its scope of activities span across trading, spare parts, transportation, construction, agriculture, 
livestock, food preparation, credit facilities, refrigeration, mechanical and electrical work, dressmaking, 
information technology and communication, footwear, distilleries, gold and silver smiting and traditional healing 
just to mention a few.  The profiles of businesses in this sphere are typically low income one-man businesses with 
self-employed proprietors operating underneath the regulatory radar, which do not pay taxes.

The incidence of Nigeria's large informal sector has been attributed to the entry barriers into our formal sector. 
The cost of doing business, including company registration, has been a disincentive to many. Significantly, because 
of its sheer size, it is extremely difficult to have a reliable data on their membership and activities.

While the public services are financed by taxes collected from the formal sector, informal producers are said to 
evade taxes and, because of their illegal status, utilise only a limited amount of public services.  Such businesses, 
therefore, remain unable to access capital or insurance from formal financial services markets and growth is 
limited.  However, many informal businesses are subjected to illegal extortion of monies by corrupt elements 
within the society and may not resist paying formal taxes once these are simple, certain and fair.  Nevertheless, as 
a result of the lack of information and documentation on informal business activities, tax authorities find it 
extremely difficult to assess these businesses.  Furthermore, the typical lack of compliance of these businesses 
necessitates the deployment of significant resources by tax authorities, leading to questions on opportunity cost 
of anticipated tax returns.

We believe that with the right type of tax legislation, proper administration and a good public awareness 
campaign, the Nigerian government can tap into this wealth of capital, which is desperately needed for the 
provision of social goods in the country.

3.  Factors Hindering Effective Tax Administration in the Informal Sector
Like any developing country, taxing the informal sector in Nigeria is a formidable task. With respect to hindrances 
in effective taxation of the informal sector, two general difficulties can be identified: reliance on basically cash 
transaction and low or absence of record keeping. Most business transactions in the informal sector are done in 
cash and even some business establishments decline bank cheques as form of payment. The transaction of all 
businesses in cash is one of the mechanisms by which individuals and entities in the informal sector conceal 
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taxable profits. Through this, they are able not only to manipulate their records and turnover figures for tax 
reduction purposes but are also able to eliminate all third party information leading to their transactions. 
Secondly, most self-employed people and other players in the informal sector are apathetic to appropriate record 
keeping systems. 

The most critical aspect of effective taxation is access to accurate information. Due to the nebulous nature of the 
informal sector, securing information on informal sector businesses for tax purposes is an onerous task.  Most 
informal businesses do not keep proper records, so ascertaining tax liability and ensuring compliance is extremely 
difficult. 

While majority of the informal sector are very low income earners with insufficient literacy and numeracy levels to 
comply with formal sector tax requirements, there exist a group of small and medium scale enterprises which 
deliberately conduct their business affairs away from the scrutiny of the regulators.  Some of the issues that affect 
the proper taxation of these businesses in Nigeria include the following:

Cash-based economy: the Nigerian informal sector currently conducts business in cash. These enterprises often 
refuse to accept cheques, thereby enabling them to conceal their turnover and taxable profits.  To evade taxes, 
such businesses manipulate their figures for tax reduction purposes and are able to obscure all revealing third 
party information on their transactions.  This is one of the primary reasons why the Central Bank of Nigeria 
recently introduced the “Cashless” system to help tackle this issue in major Nigerian cities.

Poor record keeping:  most self-employed people are generally lax about maintaining up to date accounts, thus,  
ascertaining, ascertaining the correct level of income generated by the business and giving a meaningful 
assessment of tax liability is rendered impossible.

Cumbersome tax mechanisms:  one known barrier preventing many businesses in the informal sector from 
crossing over to the formal sector where they can access much-needed capital is the complicated tax structure.  
Therefore, without a simplified tax mechanism to cater to these businesses, unable to cope, they simple opt to 
remain in the informal sector.   Furthermore, in general, Nigerian taxation mechanism is known to have a 
particularly high administrative cost to businesses, with a total of 938 hours per year required for a firm to file all 
requisite taxes.  This is one of the highest rates in the world, compare with Botswana (140 hours), Burkina Faso 
(140 hours), New Zealand (70 hours), or Ireland (76 hours).

On the government side, the tax system in Nigeria involves direct and indirect mechanisms to collect tax from the 
taxpayers. While indirect taxes by their nature have largely been effective since the avenue for avoidance or 
evasion is quite tight, direct taxing through formal systems of accounting and income calculation and formal 
payment channels has not worked effectively. Moreover direct tax collection costs tended to be high in relation to 
the amounts collected and discretionary. 

Capacity constraints: Another problem is capacity constraint on the part of tax authorities. The Federal, states and 
local government tax authorities in Nigeria suffer from capacity constraint in form of lack of adequate manpower 
and the necessary skills needed to capture the largely untaxed informal sector in Nigeria. In Nigeria where the 
informal sector makes up over 50% of the economy the number of staff in the relevant tax authorities may not be 
adequate to cover the large number of potential taxpayers in the informal sector. In addition, the unique nature of 
the sector requires that officials in the tax authorities acquire special skills to deal with them. Some of the officials 
lack the requisite skill and capacity to detect, audit or even properly enforce the various applicable tax laws against 
tax defaulters.

Lack of Incentive: many business owners in the informal sector are unwilling to pay taxes because they do not 
believe in the formal system of governance currently in operation.  Rather, they appear disillusioned by the lack of 
development around the country and the persistent allegations of corruption against public officials.  Therefore, 
such people choose to remain in the informal sector and to evade formal taxation. Thus, there is a linkage between 
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the formal sector tax framework, corruption and the size of the informal sector.

In addition, on the part of the government, compounding the dearth of necessary skill, manpower and training is 

the challenge of lack of incentive on the staff of tax authorities to work on the informal sector. Typically tax 

authorities' officials try to avoid working on the informal sector due to gap in education, social status and inherent 

dangers.  Compared to virtually all alternatives, including corporate taxation or customs and excise, working on 

the informal sector is relatively low status, unrewarding, and sometimes even dangerous. Patrolling poorer areas 

to identify tax evaders and monitor tax payments with resources nowhere near the required level of resources is a 

thankless task.  In particular, educated tax officials dislike interacting with illiterate poor, disenchanted and 

sometimes violent citizens who resent being harassed for taxes when they are attempting to eke out a meager 

living. Thus motivation tends to be low among tax officials assigned to work with the informal sector. This may 

have been one of the reasons why the informal sector is largely left in the hands of touts who levy street taxes on 

the sector. 

Political Considerations:  oftentimes there appears to be some political calculations at play which propel tax 
authorities to focus their resources on the pursuit of the fewer, but more lucrative tax payers within the formal 
sector, while sidelining the widely dispersed low income earners in the informal sector. Furthermore, there is no 
gainsaying that those in the informal sector constitute the substantial vote bank and foot soldiers of the so called 
grass root politicians. There are always the unspoken deals between these politicians and the informal sector to 
the effect that elected politicians are willing to turn  blind eyen to informal activities in order to retain their 
support base. The corporatist relationship that existed between the unincorporated unions in the informal sectors 
and some politicians is a case in point. The process of bargaining with the informal sector over the payment of tax is 
itself a gesture of concession and accommodative, which is fraught with political overtures and undertones. Even 
though successive governments made public statements for widening the tax net and taking tough measures to 
sanction tax defaulters, there was a gap between their intentions and actions, possibly because of the serious 
consequences, for instance, losing electoral support, in pursuing the actions to the logical conclusion. This 
probably explains in part why governments often are unable or unwilling to directly tax the informal sector.

Complication arising from Lack of Clear Cut Distinction between Ownership and Business Capital 
As a result of the business structures usually adopted in the informal sector, it is usually difficult to ascertain the 
profit, capital and even private money for tax purposes. This occurs due to non-separation of business capital from 
personal funds. Thus the question of ascertainment of business profit for tax purposes becomes difficult if not 
impossible. 

Lack of communication between government and the business sector 
Some of the key players in the informal sector do not have faith in government policies and programmes. The 
reason for this may be due to a misunderstanding of government programmes arising from absence or dismally 
low communications between the government and the people in the informal sector. There is therefore a sort of 
social attitude of psychological gulf between the government and the operators in the informal sector which 
would no longer identify with the government. This creates apathy towards government and its programmes 
resulting in the declaration of false incomes and consequent loss in taxes. 

Lack of Incentives/Support by Government 
Arising from other factors is the reality that many governments of developing nations including Nigeria do not give 
due regard to the critical role that the informal sector plays in their economies. There seems to be no focused 
policy on how to support and develop productivity of the sector to encourage them to formalize their operation 
and join the formal mainstream of the economy. Accordingly there is paucity of training programmes in 
entrepreneurship, access to cheap funds with less stringent conditions designed to encourage the informal sector. 
Tax incentives are therefore lacking. The Nigerian government some years back came out with some long term 
development programmes called the National Economic Empowerment and Development Strategies (NEEDS) 
and its counterpart at the State level (SEEDS). These programmes have aspects aimed at improving on the 
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productive potentials and, therefore the employment and income generation capacity of the informal sector. 
However the impact of these is yet to be felt as envisaged.

Informal Taxes Payments to Touts
Although the individuals and enterprises operating in the informal sector may not be paying statutory taxes in the 
real sense of the word, they do make different forms of compulsory payment to touts and thugs operating in the 
uncoordinated and crude levy systems that have come to be integral part of the Nigerian markets and motor parks. 
These thugs and touts are usually the foot soldiers of the ubiquitous, but largely invisible market and motor park 
kingpins who assume lordship over various spheres usually occupied by majority of those operating in the 
informal sector.

In sum, key features of the “parallel” informal sector include:
·     Small scale unincorporated businesses, legitimate or legal in nature
·     operate outside the formally regulated monetary economy
· Large and diverse businesses, often mobile in operations 
· Poor record keeping, family oriented businesses
· Predominantly cash-based transactions
· Low levels of illiteracy and unable to afford accountants
· No culture of tax compliance as different rules, values and beliefs apply
· Challenges in compliance and monitoring 

These features affect tax collection adversely as such businesses are able to avoid any declaration of income or 
under-declaration of their revenue if approached by tax authorities. 
Furthermore, the “underground” informal sector, which thrives on illegality and deliberately seeks to defraud 
government by evading taxes, is a formidable aspect of the parallel economy.  These businesses consist of 
organized groups engaged in illegal activity.  They are often sophisticated enough to deliberately evade and avoid 
taxation.

In light of the foregoing, the challenges that face the government in designing and administering appropriate 
mechanisms for broadening the tax base in the informal sector, as well as promoting a culture of compliance, are 
manifold.

4.  Increasing Nigeria's Informal Sector Tax Base
From the above, it is clear that there is a critical need to harness much-needed government revenue through the 
taxation of Nigeria's vibrant informal sector – a sector too large to be ignored. The tax revenue gap is defined as the 
difference between the tax revenue which would be raised under hypothetical, perfect enforcement of taxes and 
the actual tax revenue. Although measuring the tax gap is a challenging task.  

To enhance the Nigerian tax system, various reforms aimed at enhancing tax collection and administration have 
been introduced. Recent reforms comprise the introduction of the unique Taxpayer's Identification Number (TIN), 
which became effective in February 2008, the automated tax system that facilitates tracking of tax positions and 
issues by individual tax payer, E-payment system which enhances smooth payment procedure and reduces the 
incidence of tax touts, and the enforcement scheme (Special Purpose Tax officers; a special tax officers scheme in 
collaboration with other security agencies to ensure strict compliance in payment of taxes). The integrated tax 
offices and authorities now have autonomy to assess, collect and record tax. This enabling Environment which 
came into being on the basis of (Section 8(q) of the Federal Inland Revenue Service(Service (Establishment Act 
2007) has led to an improvement in the tax administration in the country.  

In addition, the Nigerian Tax System has recently undergone significant changes in form of law reforms and 
legislative amendments. For instance, the Personal Income Tax Act Cap P8 Laws of the Federation of Nigeria 
2004(PITA) recently underwent amendment under the Personal Income Tax (Amendment) Act (No.115) 2011. The 
main highlights of the amendment include:
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· Introduction of Consolidated Relief Allowance  
· Widening of the tax band and adjustments to the rates 
· Increase in minimum tax rate from 0.5% to 1% 
· Computation of PAYE for temporary and casual workers. 
· Removal of tax immunity enjoyed by the President, Vice President, Governors and their Deputies 
· Disputes under the Act are to be referred to the Tax Appeal Tribunal. 
· Increase in fines for offences committed under the Act 

The essence of all the amendments particularly those introducing taxation of casual and temporary workers is to 
widen the tax net and ensure effective tax administration in Nigeria. Apart from the amendment of the Personal 
Income Tax Act, there have also been series of amendment to some other tax laws in Nigeria aimed at 
repositioning the Nigerian tax system. However, current reality shows that more needs to be done to bring the 
under-taxed or even the un-taxed, particularly the informal sector, effectively into the tax net. However, much 
work remains to be done.

With the general consensus that taxation is a veritable source of income to the Nigerian government comes the 
need to maximizing tax revenue by expanding the national tax base. The result is that there has been a growing 
interest in taxing the informal sector in Nigeria due to enormous revenue potential of that sector. However the tax 
inflow from the informal sector in Nigeria relative to its sheer size can be said to be woefully insufficient. There are 
many informal sector participants that either deliberately evade tax payment or are not captured by the tax 
authorities. The informal sector remains very fluid as there is no concrete regulatory policy in place to monitor 
activities of the sector.  Due to its undocumented and uncoordinated nature, it is difficult to effectively tax the 
informal sector. Thus despite the various reforms to our tax systems, there exist concerns on various obstacles that 
have been hindering effective taxation of the informal sector. These concerns are broadly divided into two namely 
(i) factors that encourage growth of the informal sector and (ii) factors that hinders effective taxation of the 
informal sector:

Factors that Encourage Growth of the Informal Sector

These factors include:
Unduly Excessive Regulatory System 
Unduly excessive regulatory system precipitates attractiveness to the informal sector by entities and individuals. 
The flexibility offered by the informal sector which enables business entities and individuals to not only avoid 
being regulated but also enter and exit any sphere or spectrum of business as and when they please aids to the 
growth of the informal sector. People are afraid that once they are exposed they will perpetually be caught in the 
web of regulations particularly where the regulatory system is very inflexible.

Low Tax Compliance Culture 
Low tax compliance culture is another major cause of the growth of the informal sector. An average Nigerian does 
not like to pay tax. Thus there is always a pervasive desire to stay out of the tax net even by those in the formal 
sector. Despite proven high turnovers in the informal sector, the individuals and businesses concerned still prefer 
to deal in cash rather than embrace the banking system or the cashless policy. The fear is that exposure to the 
banking system would land them into the formal sector and thus expose them to the tax net. Sometimes low tax 
compliance culture arises as a result of corruption and lack of good governance leading to lack of faith in 
government and the urge to remain unknown to regulatory agencies. 

Complicated and High Cost of Entry into the Formal Sector
Difficulty of entering the formal sector as a result of high cost and unnecessary bureaucracy is another factor that 
aids the growth of the informal sector. Imposition of high entry costs for the purpose of attaining legal personality 
such as in company registration fees, high taxes and “red-tapeism” ordinarily serve as a disincentive to migrating 
to the formal sector. The bureaucracy and complicated regulatory frameworks often found in the regulatory 
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agencies in Nigeria frequently exposes operators in the economy to multiplicity of bribes. This in turn increases the 
cost of doing business, thus acting as a disincentive to participation in the formal sector. For instance, it takes an 
average period of one year three months to incorporate a business entity at the Lagos and various state branches 
of the Corporate Affairs Commission (CAC) despite the fact that the bulk of the Commission's works emanate from 
these states. 

Corruption
Endemic corruption on the part of government also discourages potential taxpayers from embracing the formal 
sector. Nigerians are daily inundated with news of embezzlement and diversion of funds meant for public 
purposes into private pockets of public officials. The result is that people are willing to avoid anything or 
environment that will compel them pay their hard earned money to the corrupt government as taxes.

High level of unemployment 
The critically high level of unemployment in Nigeria and the need to survive usually leads to fashioning of survival 
schemes by the unemployed in form of creation of small subsistence businesses to remain financially afloat. 
Moreover, the contemporary trend of public sector reform programmes focused on shrinking public sector 
workforces without a matching expansion in organised private sector opportunities often results in the creation of 
small subsistence businesses primarily focused on providing some means for survival. 

Culture of Self-Reliance or Entrepreneurship 
The culture of republicanism is very common in most developing nations especially Nigeria with most 
entrepreneurs determined to be 'in charge' of their businesses. This attitude has resulted in sprouting of small and 
medium unincorporated business entities scattered all over the cities and towns. 

Low Literacy Level 
Another factor that is encouraging the growth of the informal sector is the high level of illiteracy or low level 
literacy among Nigerians. The road to the formal sectors of Nigeria is often full of excessive documentation and 
disclosure requirements which may be overwhelming and largely incomprehensible to a populace that is 
predominantly uneducated. Such populace is also mostly unable to afford the legal representation and legalese 
that is often necessary in the migration process. All these encourage the people to remain largely informal.

Low income levels in the public sector
Low income levels in most public sectors of most developing economies always results in the necessity for 
engagement in side businesses by public sector workers and officials to augment incomes. These businesses 
which may turn out to be conduit pipes for looting are usually informal to avoid detection. 

Poor Infrastructural Facilities
Fuelled by corruption is the dearth of infrastructural facilities in Nigeria such as good roads and power. This has in 
turn discouraged aspiring entrepreneurs and stultified existing businesses. Those able to survive have preferred to 
remain informal and small.

Dependence of natural resources 
The availability of abundance of natural resources such as oil and gas in Nigeria resulted in a situation of over 
dependence on the proceeds of the exploitation of such resources for the finance of public expenditure. This leads 
to state of economic laxity and lack of ambition to grow businesses for participation in the formal sectors of the 
nation's economy. 

Some areas in which the government can seek to implement policy changes in order to bolster its tax base via the 
informal sector are as follows:

(i) Enforcement of rules and regulations
(ii) The nurturing of “fiscal social contract”
(iii) Promoting an atmosphere of trust
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(iv) Public sector reform
(v) Incentives
(vi) Sustained public education

65.  Recommendations
Nigeria's informal sector is large and heterogeneous and this has to be considered when designing a workable tax 
system for the group in order to harness more government revenue from their activities. There is a need to 
differentiate between micro/small informal work and those activities where the main motive is tax evasion.  
Efficient tax enforcement dictates that tax administrators focus on the bigger tax evaders hiding under the radar of 
regulatory authorities than on the low-income earners (although this low income group should also be 
encouraged to pay taxes). 

65.1  Tax Structure
· Simple tax structures and procedures, simplify the tax system (reduce costs of paying taxes, create a tax-

friendly culture)
· Lower tax rates on SME sensitive activities
· Indirect taxation (input taxes or withholding taxes)
· Clear, direct (non-presumptive) tax payable by different categories of individuals within the informal 

sector.
65.2 Tax Administration

· Introduce TIN [tax identification number]
· Embrace innovative solutions such as the Identifiable Grouping Taxation (IGT)using unions or 

associations to collect the taxes (Ghanaian case study); Use of third party information to access informal 
businesses

· Create cheaper and cost effective collection mechanisms (but ensure accountability, mitigate against 
corruption)

· When using traditional tax collection methods – staff training, improved monitoring and collection 
capability of tax officials required

· Effectiveness - compliance and payment monitoring. Improved external audits and investigations, 
Appropriate penalties and certain application of penalties

· Improved education and service of taxpayer to lower compliance costs, including accounting and tax 
compliance training

· Introduce incentives for tax payment, tax payment motivations and disincentives
65.3  Governance

· Fight corruption, strengthen tax enforcement and make success in fighting tax evasion and corruption 
more visible to the public

· Improved public service delivery and political integration
· Improve efficiency of government spending and better link tax payments with provision of public 

services (fiscal federalism)
65.4  Public Awareness Campaign

· Build and encourage culture of voluntary compliance.  Demonstrate the value proposition of paying 
taxes.

· Ease access to the formal sector by improving general framework conditions for doing business 
(incentive to migrate to formal sector).

· Localise sensitization of the informal sector by deploying tax officials to local government areas by the 
creation of area tax offices.

The   Ghana experience: 
In the mid 1980s the government of Ghana faced the need to increase revenues and broaden the tax base, but was 
also under pressure to downsize – so increasing the size of the tax administration was not an option. Instead, the 
Internal Revenue Service negotiated an arrangement with the GPRTU and other unions, using the unions as agents 
for state tax collection. The new scheme - known as the “Identifiable Grouping Taxation” (IGT) - was seen by union 
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members as an improvement on the previous arrangements for several reasons. 
The earlier scheme of presumptive taxation required members to pay a lump sum quarterly in advance, whether 
or not they were working. The arrangements for payment were time-consuming. Members were subject to 
harassment if they did not comply. The new scheme was simple and easy to administer. Taxes were collected daily 
(later, weekly), making payments small and affordable; and were only payable when drivers were actually 
working. The system has significantly improved tax revenues from the sector; and the unions retain a 2.5% share of 
revenue collected, providing incentives to maximise collection.

This attempt at taxing the informal sector has been relatively successful, but several challenges remain. The cost of 
collection is still high (both for the National Revenue Service (NRS) and the unions), and there is scope for 
corruption (for example collusion between drivers and GPRTU guards to evade taxes). Some of the money never 
reaches the NRS coffers – so while more tax is collected than under previous arrangements, the amounts still fall 
far short of potential collections.

SUGGESTIONS FOR REFORMS AND LEGISLATIVE REVIEW
While expanding the tax base in the informal sector is a herculean task, it is not impossible. Given the urgent 
necessity for the various levels of government in Nigeria to substantially increase and diversify their revenue drive 
and the huge potentials of the informal sector, there is a need to face and address the various concerns that 
currently characterize taxation of the informal sector.

Addressing these concerns require the following:
a. Enforcement of the existing laws and regulation on taxation of incomes in Nigeria.
b. Review of the various tax laws in Nigeria particularly the provisions that hamper proper tax administration 

and encourage tax evasion.
c. Review of policies and laws regulating incorporation/registration of business entities or offers the route to 

formalization of businesses.
d.  Adoption of political and social schemes aimed at easy integration of the informal sector into the formal 

economic mainstream of Nigeria.

With respect to enforcement of the existing tax laws, government must be seen to walk its talk. The era in which 
the government is regarded as barking dog sans biting must be done away with. The regulatory function of the 
government in terms of proper administration and enforcement of tax laws must be properly performed. 
Government through its institutions and tax authorities should strictly enforce rules and regulations governing tax 
compliance with those found to be  defaulted be defaulted facing the stipulated sanctions. In this connection, the 
closing down of errant companies and business enterprises such as that sometimes embarked upon by the Lagos 
State Internal Revenue Service must be copied by other tax authorities and intensified. However this must be done 
in accordance with the stipulations of the relevant applicable tax statutes on recovery of taxes. Those individuals 
and entities in the informal sector who failed to pay their tax must be properly prosecuted. 

In addition, the officials and staff of tax authorities must be availed proper training on effective investigation, 
detection and prosecution of tax evasion and frauds. The training of the tax authorities' officials should also 
include proper ways of relating with the operators of the informal sector in a mutually rewarding manner. 

While it needs pointing out that the enforcement of regulations may not ensure total compliance, it is believed 
that punishing or “public shaming” of either people or companies involved in tax evasion will sends the right signal 
that it is no longer business as usual and ensure substantial for tax compliance.

On the review of the relevant tax laws it proposed that the various provisions that seem to hinder proper 
administration and enforcement of tax laws should be amended or where necessary scrapped. Therefore the 
following specific suggestions that would greatly enhance effective taxation of the informal sector are 
recommended:
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i. Section 2(b)(1A) of the Personal Income Tax (Amendment) Act 2011 should be amended to provide that 
an itinerant worker should be seen to be resident in a State where the worker is based on 1st January or 
any other day the worker may assume work. The current state of the provision in which it is provided that 
“notwithstanding anything in the Principal Act, the relevant tax authority in a State shall have powers to 
collect tax under this Act from itinerant worker will encourage double taxation on itinerant workers most 
of whom are operating in the informal sector. The provision therefore subject the affected individuals to 
the complicated task of setting up adequate administrative processes to effectively track the duration of 
stay and income subject to tax in the different states. This recommendation becomes even more 
imperative as the Personal Income Tax now provides for taxation of casual workers.

ii. Section 73(4) of the Personal Income Tax should be amended to provide for payment of interest to the 
taxpayer at commercial rate where the tax authority fails to refund excess tax after 90 days as indicated. 
The realization that a tax defaulter will be liable to pay back the tax with interest while the same treatment 
is not extended to tax authorities when they withhold excess tax belonging to a taxpayer will definitely 
discourage tax compliance.

i. iii. Section 60 of the Personal Income Tax Act should amended to decentralise dispute resolution 
arising from the Act. The current situation in which resolution of disputes from the Act is centralized in the 
Tax Appeal Tribunal will lead to congestion and subsequently affect speedy and effective enforcement of 
tax laws.

iv. Part B of the Company and Allied Matters Act should be expunged from the Act and the power to register 
business names be transferred to the states to facilitate ease of registration of business entities.

The following recommendations are also made with respect to non legislative enhancement of the informal sector 
taxation:

A. Sustained Tax Education of the Informal Sector
Majority of the players in the Nigerian informal sector are largely uninformed about the essence of tax 
payment. The inculcation of a culture of tax compliance depends on changing attitudes and perceptions. 
There is no denial of the fact that tax information and education is fairly very poor in Nigeria and even 
poorer with respect to the informal sector. Tax evasion in the formal sector may be largely as a result of 
lack of knowledge about incentives and other tax compliance packages. The government should 
therefore intensify its effort in organizing public education programmes in the media, posters, billboards 
and other enlightenment channels. More concerted and sustained approach should be put in place for 
the sensitization of the public. Localized sensitization of the informal sector by deploying tax officials to 
local government areas by the creation of area tax offices should be considered. For easier and better 
penetration, all major Nigerian languages should be printed as hand bills containing information on the 
need to pay taxes. The relevant states and federal ministries of Information should be involved where 
information vans are used to educate the informal entrepreneurs. Tax education should be pursued 
vigorously and on a sustained basis which with time is likely to encourage voluntary compliance from the 
informal sector. 

B. Transparency and Accountability 
Transparency and accountability in government go a long way in encouraging tax compliance. The 
Nigerian government needs to have more up-to-date and more accurate information on how much 
money is collected, and how much is spent, where and for what purpose, and what its future obligations 
are likely to be.  The reforms of the tax system include establishing a key link between the payment of 
taxes and the delivery of services. As people see services improving, their support for the tax system 
should also increase. This in turn will aid the funding of further improvements in services to  citizensto 
citizens. 
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C. Sustained Public Education and Promoting an atmosphere of trust 
Trust is a very important component for effective development of tax-paying culture. Citizens tend to 
evade or avoid tax where there is lack of trust between the citizens and the government. One of the ways 
through which trust can be established and maintained between the government and the governed is 
through constant dialogue between tax payers in the informal sector and the government. There have 
been some inconsistencies and rhetoric on the part of the government towards private sector 
development. This has created an atmosphere of mistrust between the government and the private 
sector. The atmosphere of mistrust between the government and the informal sector has further been 
exacerbated by the inability of governments to combat widespread corruption, specifically, the use of 
government funds to funnel economic resources to political supporters. Corruption has greatly eroded 
the confidence of Nigerians and has greatly contributed to the all-pervasive atmosphere of political 
cynicism that makes it difficult for the development of a tax-paying culture. In other words, corruption has 
undermined the needed trust that needs to be created for the building of a culture of tax compliance in 
Nigeria. The pervasive feeling is that the money paid as taxes will end up in private pockets. Therefore it is 
better to retains one's money and use it to acquire those amenities which the government has failed in its 
responsibility to provide. Confidence can therefore be built by ensuring that revenue got from taxation is 
channelled towards provisions of tangible amenities and infrastructures which the people can see and 
relate with. 

D. The Nurturing of “Fiscal Social Contract”
Tax compliance can also be improved if there is “fiscal social contract” involving, on one hand, the 
behaviour on the part of political institutions and, on the other, positive attitudes (political culture) on the 
part citizens. Fiscal social contract involves two elements: (a) a high level of routinized, institutionalized 
engagement of citizens in decisions about how public revenues are raised and spent; and (b) that 
engagement is framed by a broad understanding that both obligations to pay taxes and entitlements to 
the benefits of public expenditure are an important component of citizenship. In this way, Fiscal Social 
Contract is linked to transparency and accountability.  

E. Public sector reform
Tax compliance is linked to reforms in the public sector because compliance itself depends on change in 
attitudes of citizens and the capacity of tax collection institutions to perform their duties efficiently. There 
have been a number of attempts at public sector reforms in Nigeria over the years with low degrees of 
success. Public sector reforms are usually aimed at enhancing efficiency, accountability and transparency 
of public financial management. Government needed to have more up-to-date and more accurate 
information on how much money it was collecting, how much it was spending, where and for what 
purpose, and what its future obligations are likely to be. Improvement need to be sought principally by 
fashioning and implementing an integrated financial management system using information technology, 
to keep track of various financial flow and transactions for the public sector. It should be noted that public 
sector reforms are not usually specifically geared to promoting tax compliance. However, an efficient 
public sector will greatly impact positively on tax administration in Nigeria. 

F. Tax Incentives
Apart from incentives such as quality provision of goods and services to motivate people to pay tax, 
incentives in form of national awards for tax compliance should be instituted for those in the informal 
sector who have been proved to have been faithful in paying their taxes.  The country has a culture of 
punishing tax defaulters in the informal sector and not rewarding those who have fulfilled their 
obligations. The institution of awards will go a long way to stimulate individuals and groups in the informal 
sector to be alive with their tax obligations. Moreover, there should also be tax incentives and allowances 
for small scale businesses patterned after those granted to companies under the various tax laws in 
Nigeria. There should even be tax allowances and tax rebates for voluntary tax compliance by the informal 
sector.
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G. Capacity Building Programmes in Record Keeping for the Informal Sector
Inadequate record keeping on the part of those operating in the informal sector has been pointed out as 
one of the factors aiding tax evasion in that sector. At the root of this challenge is illiteracy and lack of skill 
in record keeping. Sometimes inability to pay tax may not be wilful, but as a result of lack of knowledge on 
how much is due as tax owing to poor or lack of record keeping. The government must take active role in 
building the capacity of the informal sector entrepreneurs in terms of training them to be equipped with 
basic financial and accounting skills so as to be able to keep the basic accounting and financial records that 
will enable the relevant tax authorities to make informed and objective assessment of their income tax. 
These training programmes should be developed by the tax authorities in conjunction with the Ministries 
of Finance and Local Government. The programmes should be decentralized to the unit committee levels 
so that all major identifiable informal entrepreneurs are trained to be able to keep adequate financial 
records which will track all business activities of the informal businesses. This will go a long way to enable 
the tax authorities objectively extract tax from as many as possible, in the informal businesses. This 
suggestion is very critical as accounting variable was identified as number one predictor of tax 
noncompliance in the informal sector. 

H. Simplification of Filing Procedures 
One of the reasons identified for tax noncompliance, is the fact that some informal sector entrepreneurs 
complained about incomprehensible and complex filing procedures which has even made some of them 
who once paid taxes not to pay income tax presently. The various tax authorities should therefore develop 
very simple income tax return forms for the informal entrepreneurs which will encourage the filing of 
income tax return. Steps should also be taken to educate the entrepreneurs on how to complete income 
tax returns which will go a long way to simplify and encourage filing. 

I. Master List of Informal Businesses 
The government through the relevant tax authorities must embark on nationwide exercise to establish 
master list of all the informal sector businesses that are easily identifiable.  This could be done by 
employing the services of national service personnel and a large number of unemployed graduates out 
there. This exercise may be up-dated annually to ensure up -to –date data. 

J. Presumptive Tax
Another means of bringing the informal sector within the national tax net is through inclusion of 
presumptive tax payable by different categories of individuals within the informal sector. Presumptive 
taxation is tax based on the assumption that a business or individual is making profit. This assumed profit 
is then taxed by a fixed percentage which is usually arrived at based on the nature of the business and the 
estimated daily income. Since most businesses and individuals in the informal sector do not have accurate 
records of income, they could be taxed based on assumed level of income with regard being had to the 
type of business in which they are engaged and the estimated income based on comparative analysis. The 
tax could be levied through the market associations and unions formed by the players in the sector. e.g. 
the drivers and conductors' taxes could be paid through the National Union of Road Transport Workers. 

K. Improving Tax Administration 
The next recommendation has to do with the tax machinery itself. A tax legislation that cannot be properly 
administered and enforced loses its effectiveness. There is a need for effective and continuous 
improvement of tax administration in Nigeria through training and proper equipment. Also there should 
be continuous deployment of field officers on a continuous basis to gather information on the tax payers. 
In Nigeria, this is achieved through officers in the Investigation and Intelligence unit in collaboration with 
other assessing officers. Although, over the years there has been tremendous improvement in the 
number of tax offices across the length and breadth of the country and other logistical support, it is 
however believed that there is more room for improvement. The FIRS, states and local government tax 
authorities should continue to expand their offices to every nook and cranny in Nigeria where there are a 
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good number of informal businesses. However, this should only be done taking into account the cost-
benefit analysis.

      
L. Inter Agency Collaboration

Inter-agency exchange of information is also a useful process for integration of the informal sector into the 
national tax net. This may flow ordinarily from, integration of business registration processes, banks, 
trade association, etc or from requests from other taxing authorities for easy access to tax information. 
For instance, there should be a harmonious collaboration between the Corporate Affairs Commission and 
the various states' tax authorities in determining the number of registered business names and 
companies resident within each state for the purpose of data and record update and tax administration. 
Also data from bodies like the Nation Identity Management Commission can also aid the tax authorities in 
determining the identity of individuals who would otherwise not pay tax and size of the informal sector 
within each state.

76.  Conclusion
Informal sector is not peculiar to under developing and developing nations. A review of the factors hindering 
effective tax administration of the sector shows that they are not insurmountable. It must be conceded, however, 
that these challenges cannot be overcome overnight. This policy brief, and the highlighted case study, suggest that 
- particularly in the service sectors, where businesses are visible to the public - there may be scope for taxing the 
informal sector. Workers themselves may see advantage in paying tax if this gives them some protection from 
illegal and arbitrary informal charges. Organisations within the informal sector can be used to collect taxes. Finally, 
the entanglement of politics in taxation is not always negative, and may actually lead to innovative taxation 
arrangements. A strategic planning and political will to implement the recommendations contained in this brief 
have the potential of significantly widening the tax base to include a sizeable part of the informal sector within a 
reasonable period of time.
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CISLAC is a non-governmental, non-profit legislative advocacy, lobbying, information sharing and research 
organization. (CISLAC) works towards bridging the gap between the legislature and the electorate; by enhancing 
lobbying strategies; engagement of bills before their passage into law; manpower development for lawmakers, 
legislative aides, politicians and the civil society, as well as civic education on the tenets of democracy and human 
rights. It was integrated as a corporate body (CAC/IT/NO22738) with Nigeria's Corporate Affairs Commission (CAC) 
on 28th December 2006. 

CISLAC's organizational purpose is twofold. It works to train and enlighten civil society on its role in policymaking, 
the responsibilities of the legislature, and on existing decrees and issues affecting Nigerians. Alternatively, CISLAC 
aims to ensure that the legislature at local, state, and federal levels is aware of its relationship within the 
legislature and with other government bodies, its role in policymaking and oversight, and its responsibility in 
acting as a voice for the people. 

CISLAC's issues of focus include; budget monitoring, transparency, accountability, anti-corruption, human rights 
(gender equality, educational equity and improvement, sexuality and reproductive health, children and other 
vulnerable groups including beggars, pensioners, refugees, and internally displaced persons), trade policy and 
intervention, security/conflict management, and environment and livelihood. CISLAC's engagement with Federal 
Ministries, National and State Assemblies, Local Government Administrations, private sector interests, the media, 
non-government and civil society organisations, and communities across Nigeria has opened a window through 
which public and policy officials can interact and corroborate. 

GOAL 
“To make legislature accessible and responsive to all”. 

VISION 
“A Nigeria in which citizens are participating in governance; the government is safeguarding the rights and welfare 
of the people; and non-state actors are providing space for citizens to demand accountability”. 

MISSION/PURPOSE 
“To increase the legislature and CSOs' impact in the legislative process”. 

PAST/CURRENT LEGISLATIVE ADVOCACY AND CAPACITY BUILDING PROJECTS 
1. Engagement of Stakeholders on the Nigeria Extractive Industry Transparency Initiative Bill passed by the 

National Assembly Lagos/National Stakeholders' Forum on EITI Implementation in Nigeria, Abuja: 2006-
2007 (PACT Nigeria & Oxfam GB) 

CISLAC organised dialogue sessions between Civil Society Organisations and Federal legislators to exchange 
ideas and concerns regarding the Nigeria Extractive Industry Transparency Initiative Bill being passed by the 
National Assembly. A Civil Society media interactive session was also held to create space between civil 
society and the legislature on the NEITI Bill (June 29, 2006; Port Harcourt). In the same period, CISLAC 
prepared a National Stakeholders' Forum on EITI implementation in Nigeria to enable stakeholders to 
brainstorm on issues relating to the implementation of the Act (July 25, 2006; Jos). Participants included 
CSOs, extractive companies and communities, MDAs, the legislature, and media. The forum outlined 
challenges and strategies in overcoming obstacles in order to pave way for compliance and effective 
implementation. 

2. CSOs/Legislature Dialogue with the National Assembly Harmonisation Committee on the NEITI Bill – April 
11th, 2007 – OXFAM GB 
This was in the context of the appearance of certain clauses in the Nigeria Extractive Industry Transparency 
Initiative (NEITI) Bill as passed by the National Assembly by which in the opinion of a critical mass in Nigeria, 
have the potential to defeat the entire essence of the transparency campaign in the extractive industry. The 
event has 28 participants in attendance comprising the civil society activists, legislators, legislative staff, 
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funders, heads of NGOs, media practitioners and academics. 

3. National Stakeholders' Forum on EITI Implementation in Nigeria–April 2007–OXFAM GB 
To enable stakeholders brainstorm on issues relating to the implementation of the Act. The forum will also 
outline possible challenges and map out strategies of overcoming such, to pave way for compliance and 
effective implementation. Participants will be drawn from CSOs, extractive companies and communities, 
MDAs, the legislature and media. 

4. Training on Enhancing the Oversight Role of the Legislators on NEITI Audit Process – April – June 2007 (OXFAM 
GB) 
This was organised to so as to develop and put mechanisms of legislative oversight to effective use. 

5. Training Workshop for Civil Society Organisations on their Oversight Role in the Extractive Industry's Revenue 
and Expenditure Transparency – Dec. 2007 (OXFAM GB) 
To create greater understanding of the NEITI process, establish linkages between stakeholders and to ensure 
popular participation in the implementation process of the NEITI Act 

6. Interface on NEITI Act Implementation in Nigeria - Jan. 16, 2008 (OXFAM GB) 
The meeting is aimed at improving the understanding of roles of each group in the process of implementing 
the NEITI Act. More than 40 participants attended, including public officers, civil society organisations, 
journalists, the legislators, Ambassadors, NEITI secretariat representative, funders and other stakeholders. 

7. Capacity Building for Relevant Committees of the National Assembly under the Strengthening the National 
Assembly Project (SNAP): April 2008 – Oct. 2008 (NDI) 
This project increased the capacity of NASS MDGs and National Planning Committee staff and the media for 
better engagement of SNAP focused issues. The programme was designed to improve the level of 
productivity of National Assembly members including the planning of pro-poor policies, thus increasing the 
efficiency of the committees they serve. CISLAC with support from NDI further aimed to increase the levels of 
oversight through statistical information gathering and shadow monitoring of the implementation of MDGs 
by the Legislative MDGs and National Planning Committees. 

8. Civil Society Engagement of Government on Oil Revenue Transparency and Civic Oversight of the NEITI 
Process, Kaduna: June-Nov. 2008 (PACT Nigeria) 
The goal of this project was to strengthen the oversight function of legislators on the NEITI Secretariat and 
extractive industry companies and to build the capacity of at least twenty energy correspondents covering 
the extractive industries for adequate information dissemination. With assistance from PACT Nigeria, CISLAC 
also aimed to raise public awareness on NEITI Secretariat activities and other oversight agencies in the 
implementation of the initiative. Capacity building of legislators, their staff, media outlets, and members of 
civil society cannot be overemphasized. CISLAC worked with the legislature in Kaduna to increase its role in 
NEITI oversight and improve the linkage and cooperation among arms of governance, civil society, and the 
media. 

9. Converting natural resources into development: Interactions and synergies between EITI and national 
mechanisms. Feb. 2009 – Apr. 2009 Fundacion par alas Relaciones Internacionales y el Dialogo Exterior 
(FRIDE)/Oxfam Int'l 
To promote the adoption of improved policies and practices for a reinforced transparency in the extractive 
industries sector that will favour the culture of accountability and the transformation of revenues for oil, gas 
and mineral exploitation into human development. 

10. Engaging the Legislature and NEITI secretariat to Deepen the Implementation of the NEITI Act. June-Nov. 
2009 (PACT Nigeria) 
The overall goal of this project was to enhance implementation of the NEITI Act in Nigeria. The project also 
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aimed at raising advocacy issues around the NEITI implementation process; strengthening CSOs 
collaboration with NEITI, National Assembly and agencies on the implementation process; increase the 
knowledge base of energy/National Assembly correspondents on NEITI Audit process; advocating for 
adequate funding of NEITI Secretariat; strengthening the oversight function of the legislators on the NEITI 
process and promoting effective CSOs engagement in the NEITI process 

11. Strengthening NEITI Performance. Sept. 2009 – Aug. 2011 (OXFAM NOVIB) 
The project intends to scale up NEITI compliance through the implementation of activities aimed towards 
greater information dissemination and capacity building to key legislative committees, NEITI stakeholders, 
civil society groups, and media outlets. The organization collaborated with the NEITI Secretariat and stayed 
informed on their activities in order to know where synergic overlap exists for intervention. In line with its 
public outreach and capacity building objectives, it is also engaging in legislative advocacy geared towards 
specific reforms, based on a thorough review of the forthcoming 2005 audit report. In addition, CISLAC also 
extended this to national Parliaments and CSOs in the West African sub-region (Sierra Leone, Niger Republic, 
Liberia and Ghana) through advocacy visits with a view to ensuring that Nigeria and other countries with 
candidate status of EITI in the sub-region meet the validation requirements to attain compliant status. The 
following programmes were carried out: 

i. Validation Meeting For CSOs Analysis Report On The NEITI 2005 Oil And Gas Audit Report (Abuja) 
ii. Training of the media on NEITI (Lagos) 
iii. Capacity building workshop on NEITI for Legislators and Staff of Akwa Ibom and Cross River States Houses of 

Assembly (Calabar) 
iv. Advocacy Visits (Kano and Enugu States, Ghana, Niger, Sierra Leone and Liberia) 
v. Town-hall Meetings (Delta and Edo States).

12. Engaging the Legislature and NEITI secretariat to Deepen the Implementation of the NEITI Act – June-Nov. 
2010 (PACT Nigeria) 
This project has raised advocacy issues around the NEITI implementation process; strengthened CSOs 
collaboration with NEITI, National Assembly and agencies on the implementation process; strengthened the 
oversight function of the legislators on the NEITI process and promoting effective CSOs engagement in the 
NEITI process 

13. Strengthening the NEITI Process through Enhanced Legislative Oversight – July 2011 -January 2012 (PACT 
Nigeria) 
This project is to enhance the capacity of the New Legislators to effectively intervene in the NEITI 
implementation processes through improved budgetary provisions to the NEITI Secretariat and effective 
oversight by an established Committee on NEITI in Nigeria to ensure timely completion and dissemination of 
Audit Reports and implementation of remediation actions.

14. Strengthening NEITI Performance. Sept. 2011 – Aug. 2013 (OXFAM NOVIB) 
The project intends to scale up NEITI compliance through the implementation of activities aimed towards 
greater information dissemination and capacity building to key legislative committees, NEITI stakeholders, 
civil society groups, and media outlets. The organization collaborated with the NEITI Secretariat and stayed 
informed on their activities in order to know where synergic overlap exists for intervention. In line with its 
public outreach and capacity building objectives, it is also engaging in legislative advocacy geared towards 
specific reforms, based on a thorough review of the forthcoming 2006-2008 audit reports. In addition, 
CISLAC also extended this to national Parliaments and CSOs in the West African sub-region through advocacy 
visits with a view to ensuring that Nigeria and other countries with candidate status of EITI in the sub-region 
meet the validation requirements to attain compliant status. 

15. Advocacy to Rescue the Extractive Industries Transparency Initiative in Nigeria. January 2012 – December 
2012 (OSIWA) 
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The project seeks to mobilise CSOs to advocate for more transparency in the Extractive Industry in Nigeria.  Also to 
establish a credible (new) NSWG, release and publish the finalised 2006-2008 audit report and increase 
transparency and engagement on the extractive industries process in Nigeria.

ROAD TO NEITI LAW: 
In order to come up with a Civil Society position on the NEITI Bill: 

A. CISLAC organised a Civil Society strategic Session on the NEITI bill at the Beverly Hills Hotel, Port Harcourt, 
Rivers State on the 29th of June 2006 with 72 Civil Society, media and women, Non-Governmental 
Organisations. The recommendations of this dialogue were forwarded to the National Assembly for 
necessary action

B. On the 30th of June 2006 CISLAC organised a Civil Society/Legislature interactive session on the NEITI bill held 
at the Protea Hotel, Rivers State. Senators and Members of the House of Representatives in attendance 
conveyed the recommendations of this meeting to the two chambers of the National Assembly. 

C. CISLAC in cooperation with the NEITI Secretariat organised a two-day parley between civil society and mining 
stakeholders on solid minerals at the Lamonde and Crest Hotels all in Jos, Plateau State with over eighty 
participants in attendance. Eleven papers were presented between July 23rd to July 26th 2006. 

PASSAGE OF TARGET LEGISLATION 
· In the second year of operation, CISLAC began the implementation of a project titled, “Strengthening Civil 

Society Intervention in the Legislative Process” supported by PACT Nigeria through a USAID ADVANCE grant. 
This project worked to ensure the passage of target legislation – Nigeria Extractive industries Transparency 
Initiatives (NEITI) Bill, Fiscal Responsibility Bill, Freedom of Information Bill and Public Procurement Bill – 
which were passed and assented in 2007 and FOI in 2011 respectively. The project, which started in October 
2006, enabled CISLAC and its CSO partners to actively engage with legislators, CSOs, the media, and other key 
stakeholders on the urgency for reform. 

· With support from Oxfam Novib, CISLAC has undertaken experience sharing and learning lessons to some 
countries in Africa.  This is to share experience on success stories in EITI engagement and legislative 
intervention in the sector, as well as challenges in engaging government and mobilizing citizens.  The 
countries visited include: Sierra Leone, Ghana, Niger, Liberia and Cameroun

· CISLAC with support from PACT Nigeria and working closely with the NEITI secretariat also facilitated an 
induction programme for newly elected legislators at the federal level after the 2011 elections.  This is to 
ensure that the federal lawmakers, about 70% of who are new in selected committees responsible for 
oversight of the NEITI process to understand the industry and sector so as to effectively intervene over the 
next four years.  The induction programme was held in Calabar in May 2012.

BOOK PUBLICATIONS
Past and current publications include: 
1. Civil Society and the EITI in Nigeria, Vol. I Petroleum 
2. Civil Society and the EITI in Nigeria, Vol. II Solid Mineral 
3. Towards the Legislative Harmonization of the NEITI Bill: Issues and Concerns 
4. Enhancing CSOS' Participation in the NEITI Audit Process in Nigeria 
5. Strengthening Stakeholders Oversight Roles in the NEITI Process in Nigeria 
6. Oversight: Training on Role of the Legislature in NEITI Audit Process 
7. Managing Oil Extractive Resources for Growth and Equity – Training Modules for Civil Society Engagement in 

the implementation of NEITI 
8. CSOs Analysis on the 2005 Nigeria Extractive industries Transparency Initiatives (NEITI) Oil and Gas Audit 

Report: An Agenda for Action 
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9. Domestication of Extractive Industries Transparency Initiative (EITI) in Nigeria: Gaps between Commitment 
and Implementation. A Civil Society Assessment of the Performance of Nigeria Extractive Industries 
Transparency Initiative (NEITI) 

10. CONFRONTING THE 'RESOURCE CURSE' The Nigerian Extractive Industry Transparency Initiative in Perspective 
11. Policy Brief on The Oil Subsidy Regime and De-regulation Policy in the Downstream Sector
12. Policy Brief on Hydrocarbon Metering

STRUCTURE 
CISLAC in its efforts to deepen its engagement on issues and impact positively by ensuring that civil society views 
are adequately inputted in public policies, has defined governance structure. At foundation, some key allies who 
are well grounded in development issues and are currently at the decision making level in their organisations were 
consulted and accepted to serve on both the Board and Advisory Council of the organisation. 

I.  Board of Trustees: 
This is the policy-making organ of the organization. Its approves the budget of the organization, provides contacts 
for operational funds and support the operation of the secretariat 
1. Mr. Auwal Ibrahim Musa (Rafsanjani) 
2. Mr. Adesina Oke 
3. Mr. Y. Z Y'au 
4. Ms. Nkoyo Toyo 
5. Mr. Emma Ezeazu 
6. Ms. Hadiza Kangiwa
7. Mr. Adagbo Onoja

ii.  Advisory Council: 
This provides advisory functions to the organization. It consists of people of vast and extensive legislative and 
political experience. 
· Hon. Uche Onyeaguocha 
· Prof. Okey Ibeanu 
· Dr. Kole Shetimma 
· Prof. Sam Egwu 
· Dr. Abubakar Momoh 
· Chom Bagu 
· Gen. Ishola Williams (rtd) 
· Bilikisu Yusuf (Ms.) 
· Dr. Afia Zakiya (Ms) 
· Prof. Muhammed Tawfiq Ladan 
· Halima Ben Umar (Ms.) 
· Dr. Chichi Aniagolu-Okoye (Ms.) 
· Dr. Julie Sanda (Ms.)
· Bukhari Bello

iii.  Secretariat: 
The Secretariat is vested with the day-to-day running of the organization. It implements the decisions of the Board 
of Trustees. It is headed by an Executive Director who oversees the day-to-day running of the organisation while a 
Senior Program Officer oversees programmes implementation along with other programme staff. 

Head Office:  Abuja 
Auwal Ibrahim Musa (Rafsanjani) - Executive Director 
Kolawole Banwo - Policy and Legislative Advocacy Officer 
Mr. Okeke Anya - Program Officer (ECOWAS & AU)
Ms. Chioma Blessing Kanu - Program Officer (Gender) 



Mrs. Oronsaye Annabel - Program Officer (MDGs) 
Mrs. Hauwa'u Bin Abdallah - Admin Officer 
Mr. Omomhenle Ehis - Accountant
Ms. Abimbola S. Okoilu - Secretary/Assistant Program Officer 
Ms. Abiodun Oladipupo - Office Assistant 
Ms. Rahila Garba Lassa - Intern
Mr. Gonji Dadoh Timbut - Intern
Mr. Chuba Ezekwesili - Intern
Mr. Gbenga Oladipupo - Intern
Mr. Odey John Aniah - Intern
Ms. Temiloluwa Adejuwon - Intern
Ms. Helen Imoh  - Intern 
Mr. Innocent Ataba Enesi - Intern 
Mr. Mohammed Aliyu - Intern
Ms. Loretta Ohikhare - Intern
Ms. Josephine Alabi - Resident Volunteer 
Mr. Ezenwa Nwagwu - Resident Volunteer 
Mr. Odoh Diego Okenyodo - Editorial Consultant 
Mr. Qudus Adekogbe - Financial Consultant
Mr. Kola M. Yaya - IT Consultant

Regional office: Kano 
Mujtaba Ali Mohammed - Programme Officer 

Lagos Liaison Office:
Mr. Kamaldeen Badamasi - Program Officer

International Liaison 
Olly Owen (UK) 
Morten Hagen (UK) 
Tobias Eigen (USA) 
Miró Baz Luis-Carlos (Brussels) 
CONTACT ADDRESS: 

Head office: 
NO. 7 Mahatma Gandhi Street, 
Plot 208, Shehu Shagari Way, 
by Bulet Garden, Asokoro, 
Abuja-Nigeria 
GSM: 234-08033844646, 07034118266 
Email: cislac@cislac.kabissa.org, cislacnationalassembly@yahoo.com, info@cislacnigeria.org
Website: www.cislacnigeria.net 

Regional office: 
No. 110, ALYUMA House, 
Maiduguri Road, 
Kano, Kano State. 
GSM: 234-07064016626
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