
1. Given the impact of the Corona Virus which seems to be coming to its peak in Nigeria, 
coupled with the oil price saga and its potentially devastating consequences, are we in 
for a long and miserable recession? As the popular saying goes - is “Winter Coming”?

The Current crisis is an extinction level event. 

Countries that rely on revenue from tourism and 
oil will be worst hit by the Corona virus pandemic 
and Oil price crash. Nigeria’s fiscal position is really 
being challenged. Oil and non-oil projections 
will not be met this year. The budget deficit will 
increase significantly as will government borrowing. 
Nigeria needs a new approach – a dependence on 
commodity or crude oil supply is no longer viable. 
The Corona virus pandemic response should be 
matched with an equally robust economic response. 

We need to learn from this crisis and plan properly 
as a nation for the future.

Nigeria’s oil revenue is currently down 90%. This 
is not new; the oil price has been cyclical over the 
years. Are we learning as a nation from this cycle? 
We need to put policies in place during a boom that 
leave us better prepared during a bust. A holistic, 
joined-up thinking approach is required. States need 
to be more competitive in attracting businesses. If 
we get things right, Nigeria can be self-sustainable. 
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2. The COVID 19 and oil price crises calls into question the sustainability of both the Federal 
Government and States in particular, which will necessitate special intervention. Most State 
governments are perilously over reliant on monthly statutory allocations from the Federal 
Government. What needs to be done now to drastically reduce their reliance on federal 
allocations?

i. All States in Nigeria have enough resources 
to generate sustainable IGR to support 
their development and meet their needs. 
However, an over reliance on state 
allocation has led to an abandonment of 
revenue generation. IGR is derivative, it 
must be planted, nurtured and grown, it 
is not ready, waiting to be plucked! Most 
State economies are too small and must be 
developed. Each state must grow their pies 
by attracting businesses. States must attract 
entrepreneurs; this will create jobs and lead 
to increased tax revenue. 

ii. Each state as a matter of urgency should 
compete to be the most investor friendly 
State in the country to attract entrepreneurs 
and capital. States should be laser focused 
to make the business environment more 
friendly for investors and entrepreneurs. 

“Coopertition” (cooperation and 
competition) between States should be the 
new norm. 

iii. This means cooperation at a regional 
level, where it promotes investments and 
development and competition for new 
businesses/capital, by developing policies to 
make their State the most business friendly. 
This will encourage States to keep raising 
the bar within their State.

Practical short-term considerations to develop 
IGR.

i. Any IGR strategy should be based on identity 
management as the foundation, you cannot 
collect from someone you don’t know.

ii. The IGR industry has focused more on the 
formal sector – the payroll taxes (PAYE), 
tenement rates, road taxes and other 



standard taxes driven by High Net worth 
Individuals (HNIs), professionals and 
institutions. The formal sector is one of 
two economies in Nigeria and makes up 
about 30% of the market. The rest is the 
informal sector or bottom of the pyramid. 
The informal sector accounts for 70% of the 
untaxed and should be the focus for States 
to develop new revenue. The real economy 
of a State is the informal sector.

iii. The informal sector must be engaged. States 
must get to know who these people are, 
develop solutions for them and build trust 
within their community. Moneys collected 
must go back to their communities. This 
builds trust within these community and 
will eventually drive big volumes as more 
communities start to comply based on 
visible returns. 

iv. The process of collection must be based on 
an understanding of the people, existing 
laws and administration, it is difficult to 
build a system that works if one does not 
understand the system and the people they 
are collecting from.  

Paying taxes in a recession - the need for a human 
face and avoidance of excessive taxation.

i. Government should make the process for 
payment easy; service delivery should also 
be swift.

ii. New taxes should be discouraged. Don’t 
overtax those already paying. Rather, the 
focus should be on widening the tax net and 
ensuring everybody is paying their tax. For 
example, Lagos State generates NGN25 – 
30 billion approx. But there is an additional 
NGN70 billion waiting in the informal 
sector if properly harnessed. Sadly, due to 
the level of work entailed, it is overlooked. 
The private and public sector need to work 
together to achieve this.

iii. There should be full transparency in the 
payment of tax collection and the taxpayer 
should see where his/her money is going.

iv. Government should take steps to formalize 
the informal sector via registration. 
Identification and registration of informal 
businesses is key. (barbers, mechanics, 
market women, transporters, etc). 
However, there must be a balance between 
registration and the ease of doing business. 
There must be a “joined up” approach 
between the local, state and federal level. 
A situation where one business must hold 
several permits to operate is not business 
friendly.

3. State creation over time did not pay attention to the economic viability and independence of 
the resulting entities. IGR for some states is like trying to draw water from a rock; they simply 
must wait for the statutory allocations. Since all States do not seem to have credible options, 
what should be done with those States?

i. There is a need to look at some elements of 
fiscal federalism. Some taxes being collected 
at the Federal level, are best collected by 
the State.

ii. All States could be viable but because 
some States are too dependent on federal 
allocation, they have seemingly abandoned 
the process of developing State revenues.

iii. States need to focus on policies that will 
have a multiplier effect in order to grow the 
economy. 

iv. Strong political will coupled with partnership 
and cooperation between the private 

and public sector is required to drive IGR 
renewal in a State.

v. Nigeria needs to live to its full potential and 
stop selling itself short. Part of how it can 
begin to do this is a tax for service culture, 
where you see what you are paying for. 

vi. Additionally, we need to improve the 
security environment in Nigeria to promote 
investor and entrepreneur interest and 
investments that will generate new tax 
revenues.
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Final thought – “Leadership is a reflection of 
followership”

Democracy is not a spectator’s game, it is 
participatory. We should know our leaders at all 
levels. Councilor, local and State government; and 
hold these elected officials accountable. Just as 
we have a duty to pay our taxes regardless of the 
economic situation, we also have a duty to ask what 
is being done with the funds collected and complain 
when things are not done. Engaging followership 
often results in visionary leadership.

“That’s so critical! Our environment’s competing for 
Top Business Friendliness ratings to empower SMEs. 
Thanks Yemi for this highlight.”

“I agree with what Dr. Abiola just mentioned. A 
collective lack of political will has invariably rendered 
most of these discussions almost rhetorical. Until we 
get the right mindset, I worry that we as a nation 
will remain rudderless!”

“Nice example provided by Mr. Bicci Alli as it obvious 
other state needs to implement great polices to help 
build more IGR from Tourism, Construction, Raw 
Minerals, Education, Cultural values, Arts, History 
etc....and I hope we take positive actions beyond 
this period of Covid-19. Cheers”

“So well said, Dr. Abiola. Private sector hunger 
drives us. We need to keep at it and bring our 
collective intellectual and streetwise resources, 
along with painful action experiences to aid public 
sector execution.”

“I see no reason why there are no check and balances 
from the federal to state. why give allocations 
when they have not accounted for what they have 
done with the funds to develop their states. This 
stems from the lack of leadership being cascaded 
down. They have no sustainability Plans for growth 
and development. They have grand plans, but 
implementation is always a problem. You need the 
right people and the right mindset.”
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