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ABSTRACT
Increasing demand for urban infrastructures on land   and  dwindling  revenue  allocations  in  Nigeria  have informed the Rivers State Government to promulgate Land Use Charge Law (2001) as a way of increasing internally-generated revenues through property tax. The Law stipulates a formula for assessing the Charge payable on properties in Rivers State, amongst other provisions. The aim of this research is to identify the problems and prospects of real property taxation in Nigeria. This study found that high tax and penalties may discourage investment in new housing and maintenance of existing real properties in Nigeria. It therefore recommended a review of the Land Law and in addition suggested an appropriate basis of fair and equitable tax.

CHAPTER ONE
1.0

INTRODUCTION
The subject of taxation has received considerable intellectual and theoretical attention in the literature. Taxation is one of the most volatile subjects in governance both in the developing and developed nations. Tax refers to a “compulsory levy by a public authority for which nothing is received directly in return” (James and Nobes, 1992). According to Nightingale (2001), “a tax is compulsory contribution, imposed by government, and while taxpayers may receive nothing identifiable in return for their contribution, they nevertheless have the benefit of living in a relatively educated, healthy and safe society”. She further explains that taxation is part of the price to be paid for an organized society and identified six reasons for taxation: provision of public goods, redistribution of income and wealth, promotion of social and economic welfare, economic stability and harmonization and regulation.
In other words, a tax is an imposed levy by the government against the income, profits, property, wealth and consumption of individuals and corporate organizations to enable government obtain the required revenue to provide basic amenities, security and well-being of the citizens. First detailed information about taxation can be found in Ancient Egypt (Webber and Wildavsky,1986). The Pharaohs appointed tax collectors (called scribes) and paid them high salaries to reduce the incentives to enrich themselves. Furthermore, scribes working in the field were controlled by a group of special scribes from head office. Today, corruption of the tax agency is still a problem, especially in developing countries.
Nigeria is governed by a Federal system and the government’s fiscal power is based on a three- tier tax structure divided among the Federal, State, and Local governments, each of which has different tax jurisdictions. The Nigerian tax system is lopsided. The federal government controls all the major sources of revenue like import and excise duties, mining rents and royalties, petroleum profit tax and company income tax, value added tax among other revenue sources. State and local government taxes are minimal, hence, this limits their ability to raise independent revenue and so they depend solely on allocation from Federation Account.
In 1992, the government introduced self  assessment scheme, under which a taxpayer is expected to fill a tax assessment form to determine his taxable income. Here, the intrinsic motivation to pay tax (that is, tax payment) will determine the level of compliance with reporting requirements. Which means that the taxpayer files all required tax returns at the proper time and that the returns accurately report tax liability in accordance with the law. The advent of democratic rule in 1999 has put greater pressure on the three-tier of governments to generate enough revenue and meet electoral promises in terms of provision of basic necessities and infrastructure for the economic empowerment of the people. To achieve these goals taxpayers must pay their taxes willingly as and when due. In other words, a high tax payment is required from the taxpayer in order to achieve a high degree of tax compliance.
Webley et al. (1991), detect a positive relationship between government performance and tax compliance But in spite of all the researches that have been done, more empirical work is needed to confirm the existence of these relationships and to measure the strength of their influence on tax compliance. This is particularly so, since tax compliance is of obvious importance for most countries. This work aims to study tax compliance in Nigeria, thereby supplementing empirical research on this important international problem. This is therefore an opportunity to take a stroll through theoretical and empirical findings in the tax payment literature, focusing on Personal Income tax payment.
1.1

BACKGROUND OF THE STUDY
Funding of infrastructure, especially in urban areas in time of dwindling revenue allocations from the Federal Government, has posed great challenge to State and Local Council Governments. This has led the Lagos State Government to source for a new means of generating additional revenue internally through property tax. The Land Use Charge Law 2001 was therefore a creation of the River State Government to give legal backing to revenue generation through property taxation in order to provide sustainable housing delivery.
A number of questions arise: What will be the short- and long-run effects of the provisions of the Land Use Charge Law on River State Real Estate property magmagers?  Is the basis for calculating the charge reasonable? What is the position of Estate Surveyors and Valuers regarding the provisions of the Law? What is sustainability and sustainable housing delivery? What impact(s) will the Law have on sustainable real property delivery in the study area? The aim of this research is to examine the Land Use Charge Law (2001) and determine its effects on sustainable real property delivery in Nigeria. In doing so, succeeding sections cover the challenge, basic method of determining fair and equitable property tax, highlight the provisions of the Law, and analyze the opinions of practicing Estate Surveyors and Valuers followed by appropriate recommendations.
1.2

STATEMENT OF THE PROBLEM
Low tax compliance is a matter of serious concern in many developing countries. This is because it limits the capacity of government to raise revenue for developmental purposes (Torgler, 2003). This implies that the higher the revenue, the more likely government will put in place developmental plans for the enhancement of the living standard of the people. This is because when people pay taxes more revenue accrues to the government. The major problem of this research therefore, is to determine the effect of tax payment on the taxpayer in compliance with tax policies of government as a useful avenue for revenue generation.
The  more  modern  approach  to  tax  compliance  has  benefited  from  many  contributions  from different disciplines. There is a range of factors that might influence taxpaye’s behavior. For instance, work in sociology has identified a number of relevant variables such as age, gender, race and culture. The role of individuals in the society and accepted norms of behavior have also shown to have a strong influence (Wenzel, 2002). Also Polinsky and Shavell (2000), present a survey of the economic theory of public enforcement of law, and emphasize the aspect of social norms, that can be seen as a general alternative to law enforcement in channeling individual behavior.
There are limits for a government to increase compliance using traditional policies such as audits and fines. Therefore, if the government can influence a norm, tax evasion can be reduced by policy activities. Most researchers on tax compliance for example, (Torgler, 2003), (McBarnet, 2003)and,(Murphy  and  Harris,  2007).  focused  their  attention  on  the  Western  World  and  some  Asian countries. Socio-cultural factors are important components in the lives of a people and given the deep-rooted and pervasiveness of these in the Nigerian societies, there is a clear  need for more empirical research on the factors involved  in the decision making process regarding compliance, since a better understanding of these factors can give birth to strategies that improve compliance.
1.3
OBJECTIVE OF THE STUDY

The general objective of the study is an examination of problems and prospects of real property taxation in Nigeria

To examine if property taxation has an impact on the Nigerian economy.

To investigate the problems of property taxation in Nigeria.

To evaluate the benefit of property taxation in Nigeria.

To recommend strategies on improving taxation in Nigeria.

1.4
RESEARCH QUESTIONS

The following questions have been prepared for the study 

Does property taxation have an impact on the Nigerian economy?

What are  the problems of property taxation in Nigeria?

What are the benefit of property taxation in Nigeria?

What are the recommend strategies on improving taxation in Nigeria?

1.5
SIGNIFICANCE OF THE STUDY

The study is significant to the Nigerian government as they will be exposed to the lapses in the collection of property taxes and will be able to devise a working strategy on how to improve taxation in Nigeria.

The study will be beneficial to the academic community as it will contribute to the existing literature.

1.6
SCOPE OF THE STUDY

This study will examine if property taxation has an impact on the Nigerian economy. The study will also investigate the problems of property taxation in Nigeria. The study will further  evaluate the benefit of property taxation in Nigeria. Lastly, the study will recommend strategies on improving taxation in Nigeria. Hence the study will be delimited to 

1.7
LIMITATION OF THE STUDY

Like in every human endeavour, the researchers encountered slight constraints while carrying out the study. Insufficient funds tend to impede the efficiency of the researcher in sourcing for the relevant materials, literature, or information and in the process of data collection (internet, questionnaire, and interview), which is why the researcher resorted to a moderate choice of sample size. More so, the researcher will simultaneously engage in this study with other academic work. As a result, the amount of time spent on research will be reduced.

CHAPTER TWO

REVIEW OF LITERATURE

INTRODUCTION

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in three sub-headings:

Conceptual Framework

Theoretical Framework

2.1
CONCEPTUAL FRAMEWORK

Concept Of Taxation

Taxes are known to be levies paid by citizens of a community for the services provided such as town halls, markets, roads, electricity e.t.c. Taxes have existed since in the ancient communities where people pay either tribute or sweat tax to the local chiefs. Since the discovery of crude oil in the early 1960’s in Nigeria, the government has depended on it as the main source of revenue thus over looking other sources such as agriculture and taxation. Of recent the Nigerian government has turned its attention towards intensive revenue generation through taxation; which in other nations proves to be a major source of revenue, and this includes property taxation which is said to be one of the most stable forms of taxation. Property tax which is a form of tax chargeable by government was defined as “a tax imposed by municipalities upon owners of real property within their jurisdiction based on the value of such property” (Wikipedia, 2008). The Food and Agriculture Organisation (FAO) (2002) defines property tax as an annual tax imposed on real property usually by reference to an advalorem tax base (i.e., the tax is calculated according to the value of the property). Such taxes have been in existence for millennia and their benefits are well known. They are transparent, cheap to administer, efficient to collect and well understood by the taxpaying public. They are administratively feasible in virtually any circumstances and, being locationally fixed, are particularly suitable as a source of locally generated revenue for local governments. Although the very transparency of a property tax can make it unpopular, well administered property taxes have the potential to generate significant revenue and reduce opportunities for corruption. Tomori (n.d) however reports that at present, yields of urban property taxes in developing countries are extremely low. Its contribution to total public sector tax revenues is negligible, and its share of municipal revenues is typically less than 30 percent. In Nigeria, property taxation has limited revenue potential firstly because the nation places higher priority on oil revenue and secondly because in many cases it has proven difficult to administer. To ensure effective utilisation of property tax policies in Nigeria, the government needs to adopt a vibrant legal and administrative structure that will hasten documentation of land transactions so as to assist the government in implementation towards sound revenue mobilization for municipal development. The only fully appropriate tax base for local government would appear to be property tax. Since proper and effective administration of property taxation is perceived to contain the potentials of poverty eradication, the proper authority must take more than a casual stride to ensure its success (Aliyu, 2008). The rationale for administering property tax is to stop the degeneration of immediate local environments. The environments where people live should be habitable, comfortable, neat, serviceable, sustainable, and conducive to their survival. It should be free from disease attracting or death causing situations. All services needed for the survival of life and properties should be made available, and such facilities provided should be made present on a regular or predictable basis. The equipment for sustaining or maintaining the facilities should also be made available. The basic services/facilities to be provided include road networks, market places, motor parks, abattoirs, street lights and drainage lines (Oyegbile, 1996). In most urban centres of Nigeria facilities are either lacking or have deteriorated beyond repair and the governments are yet to correct these anomalies. Over the years, facilities in Rivers state have degenerated to a great extent. Road networks in some parts of the town have developed potholes and in some areas access roads are lacking. Some quarters of the town lack pipe borne water, insufficient health care centres, and poor drainages among others. With a source of revenue such as this at the disposal of the state and local government a lot of these problems facing the town can be taken care of if the tax is implemented and properly administered.

Objectives and Principles of Property Taxation 

Tomori (2019) reports that the decision makers in government are often confused as to whether to raise money by sales taxes, which have a regressive effect, or by income taxes, which usually have progressive effect. Unavoidably, their judgments will be influenced by a variety of considerations, one of which is 

Fairness. 

One standard is taxation based on the benefit received, for example when a special district is created to supply water to users and the charge is made on the basis of the amount of water used. Oyegbile (1996) went further to say that returns received from resources tapped from earth (being free gifts of nature) should be beneficial to the public at large. The second consideration is the Redistribution Of Income In The Taxing And Spending Policies Of Government. 

In this situation, some people pay more while others pay less than the cost of their benefits, indicating a tendency toward taxation according to ability to pay. This can help bridge the gap between the rich and the poor (Tomori, 2019). 

Adequacy Of Government Revenues. 

Government at all levels must be supported and one test of a good tax is whether it will produce the needed money without producing intolerable burdens on particular groups of people (Tomori, 2019). The forth factor is whether the tax can be efficiently administered. The costs of collection and the opportunities for evasion or unequal treatment become tests of the appropriateness of a tax (Tomori, 2019). A final consideration is the effect of a tax on the economy. Decision makers at both State and Local levels may be especially interested in avoiding taxes which deter location of industry in their areas. Those at the national level may be interested in whether the tax contains a built-in flexibility so that it bears in prosperous times (Tomori, 2019).

Forms Of Property – Based Taxes

Tomori (2019) reported that there are three main components of transfer taxes or fees, which are based on declared property value, stamp duty, assignment fees and title registration.

Stamp Duty: 

Stamp duty is a levy charged on any document presented to Stamp Duty Office by individuals or corporate bodies. It is used to signify government’s seal or any contractual agreement or deed and the rate chargeable varies according to Document. This is collectable by both Federal and State Governments. The Federal Board of Internal Revenue is charged with the collection of stamp duty on transactions between corporate bodies while transactions involving individuals are performed by the state. 

Consent Fees: 

These are charges imposed on Assignor by virtue of the provision of the Land Use act of 1978 which vested land in the State Governor. The charges vary from 10% to 15% of the open market value of the property or the total consideration.

Title Registration Fees: 
The Land title Registry collects a fee of between 2% to 5% of the reported price on record the new ownership title into land registry book. This tax is chargeable by both state and local governments, and also at the federal government level (Ogbuefi, 2004).

Capital Gain Tax/Profit Tax:

Capital Gains Tax (CGT) is presently chargeable at 10% on Capital gains arising from disposal of assets. The Act defines chargeable assets as meaning all forms of property whether situated in Nigeria or not and including:

(a) options, debts and incorporeal property generally;

(b) any currency other than Nigerian currency; and

(c) any form of property created by the person disposing of it, or otherwise coming to be owned without being acquired. In respect of assets outside Nigeria and

(i) disposed by non resident individual or

(ii) trustee of any trust or settlement, or

(iii) a company whose activities are managed and controlled outside Nigeria.

CGT is chargeable on that part of the gains (if any) received or brought into Nigeria when they are dealt with “Capital loss on disposal of any asset is not deductible from capital gains on disposal of any other asset even if both are of the same type(Tomori, 2019).

According to Ogbuefi (2004) the Capital Gains Tax Decree of 1967 is the major legislation on CGT. The law applied at first to the FCT of Lagos. By the Finance (miscellaneous) Taxation Provision Decree of 1967, the CGT Tax Decree became retrospectively applicable throughout Nigeria in 1975. 

Withholding Tax on Rent: 
This tax is chargeable on rental income of individuals or corporate Bodies. The tax is collectable by both the Federal and State Governments. The Federal Government collects the tax due on properties rented by corporate Bodies and residents of federal Capital territory, Abuja. State Governments collect tax due on rents of individuals resident in their states. The enabling law is section 68 of Personal Income Law Decree No. 104 of 1993 as amended by Finance (Miscellaneous taxation Provision) Decree No. 39 of 1996. It states thus: “Where a rent becomes due or payable to a person, the payer of rent shall at the date when the tax is paid or credited, which ever first occurs, deduct there from tax at the rate of 10 percent of gross rent and shall forthwith pay over to the relevant tax authority, the amount so deducted” (Tomori, 2019).

Inheritance and Gift Taxes: 

The amount of inheritance and gift taxes varies according to numerous factors, including the tax group to which the taxpayer belongs, the relationship to the person making the request or gift, the value of real property being inherited or received, and the exempt threshold amounts. The closer the blood relationship, the lower the tax. The higher the value of the subject property, the higher the tax (Tomori, 2019).

Betterment Tax: 

A betterment levy is a tax that the state collects on a plot of land that its actions have in some way made ‘better’. For instance, if building roads, metros or airports with public money leads to an appreciation in land prices in the vicinity of these projects, then landowners enjoy a windfall gain (Gupta, 2007). The charge payable according to section 4(3) of Lagos Town Planning Ordinance, Cap.95 of the laws of Federation of Nigeria, 1958, is 50% of the actual value gained. The tax is based on the value gained by the property by determining the value of the property before and after the development works and charging 50% of the enhanced value (Ogbuefi, 2004).

Planning Rates: 

According to Ogbuefi (2004), it’s a type of land taxation imposed on developers of landed property by various town planning authorities in their respective planning areas. It is usually collected from applicants intending to develop land or layout parcels of land, or change uses of existing buildings to new ones (e.g. a residential building being converted to commercial use)

Tenement Rates: 

It is a tax charge on a real property and is payable at local level for raising the required revenue to carry out specific developmental projects. The tax is aimed at promoting the total well-being of inhabitants of the local community (Oyegbile, 1996). Franzsen (2002) also reports that property tax is an annual tax on the ownership (or occupation) of immovable property (i.e. land and/or buildings) and serves as an important source of local government revenue in many countries in the world. 

Land Use Charge: 

Land Use Charge is payable annually on the value of all real properties situated in Lagos (Lagos state is presently the only state administering this tax in Nigeria). The Law makes each local government the collecting authority within its territory. However, section 1(3) provides that each local government may by written agreement delegate the collection of rates and assessment of privately owned houses or tenement to the State (Sanni, 2010). As reported by Olawande (2010) the payment of the Land Use Charge (which is to be based on the annual capital sum) is to be paid by the owner. In Nigeria, like in most nations under the Common Wealth of Nations, there exists in the statute books of legislation the following property (land) taxation: Transfer Taxes, Capital Gains Tax, Inheritance and Gift Taxes and Withholding Taxes, Property Rating, Development Tax, Land Use Charge, Betterment Tax and Planning Charges (Ogbuefi, 2004; and Tomori, n.d). Sanni (2010) however identified Tenement rate Land Rates, Neighborhood Improvement Charge and Land Use Charge as the land based taxes in Nigeria. Ogbuefi (2004) stated that while some of these taxes are imposed at the state levels, most are imposed at the local government or municipal levels. In practice, some of these taxes appear to overlap and at times results in double or multiple taxation.

Uses of Property Taxes

The FAO (2002) outlined the uses of property taxation as: 

A source of local revenues: 

Throughout the world property taxes are commonly employed as the main source of locally generated revenue for the good reason that there is no other major source of taxation revenue that is exactly geographically defined. It is possible to use local income taxes and/or local sales taxes for generating local government revenue but both have difficult administrative problems. Local revenue may be generated from other sources, particularly rents from local government owned properties. In some cases, local income taxes are an important source of revenue. In many cases, however, property tax is the main source of revenue (and even when local income taxes exist, it may be easier for a local government to modify the property tax rate than to adjust the income tax rate).

As a Primary Source Of Revenue, Property Tax Plays An Important Role In Decentralization And The Autonomy Of Local Government. 

Full decentralization of government incorporates the power to raise revenue independently in addition to powers allowing local governments to use the funds as they see fit (in accordance with the limits of their legal powers). In practice, local government autonomy is always limited. The duties of local governments are almost invariably such that it is impossible to discharge them without central government grants which detract to a greater or lesser extent from their independence. Increasing independent powers of raising revenues through property taxes thus becomes important. 

Support for other functions: 

Valuation lists' compiled for local government may be used by other bodies, particularly those that can be termed "single function authorities" such as Water Boards. Water charges are commonly based on the assessed value in the valuation lists. Such procedures are very cost effective and may have a reasonable correlation with water usage in many circumstances (although cases do exist where commercial and industrial properties have low water consumption but have relatively high values). Drainage boards can also be funded by charges related to the valuation list, which has advantages over charges related only to the surface area of the property. 

Valuation lists may be used in transitional economies for other purposes such as to establish lease rates on government owned land. Where land markets are not yet developed, mass valuation results can also be used as a basis for establishing market values for properties. In addition, local bodies may have to take over functions previously controlled and administered centrally (such functions include local drainage boards, common grazing facilities, and consolidation bodies). They are not able to rely on central government funding and have to raise their own revenue. Depending on the tax rates and cost of collection, valuation lists may provide a fair and cost effective basis for doing so.
Problems in Property Taxation

In the words of Nuhu (2008), no perfect policy exists due to challenges in human endeavours. Thus, the following problems should be avoided and if possible eradicated to ensure a good tax system that ensures the attainment of public goods. 

Assessment and valuation inconsistencies: 
determining the appropriate rate of tax most times requires expert opinion and usually this is not available. Very skilled personnel are needed to carry out this activity. This greatly affects the accuracy of collected data. According to Olusegun (2003), lack of skilled manpower leads to under-valuation thus reducing government’s revenue, while over-assessment results into disputes which may delay payment of property taxes. 

 Illiteracy and ignorance: 

this has over time been seen as a major hindrance to the collection of property taxes. To a great extent, affected individuals either do not see a need/importance of it or they do not know anything about it. 

 Legal documents: 
the statutory nature of property taxation makes it necessary to be provided with appropriate legal documents or aiding laws to back up its activities. Most times these documents either are not in existence in the region or they fall short of some provisions. To ensure successful property taxation in the state, tax laws need to be either created or modified to fit present day activities. 

Attitude of the tax payer and taxing authority: 

no one wants to pay tax to the government on the protest that they do not know what the tax is used for. However they still need public facilities to be supplied to them. Tax needs to be taken more seriously in terms of accountability and transparency at both collection point and how it is used. 

Defective policies: 

most times especially in developing countries, governments operate on policies inherited from the western world which to a great extent are not workable in these environments. All proposed policies should go through a thorough scanning to detect loopholes. Most importantly the stakeholders should be carried along from the formation stage up to the implementation level. 

Another challenge identified is the absence of appropriate appeal machinery which hinders the performance of any tax policy. 

Olusegun (2003) also stated that this often denies the tax payers of their right to seek redress. Where the tribunal is set-up, they have been found to be ineffective. 

Political Will: 

Despite the potential of property tax as the most lucrative local tax for urban local government, it is extremely prone to political interference and corruption. The reason is that, the tax would tend to fall most heavily on wealthier property owners (given progressive rates) who normally are more politically active. Therefore, strong political commitment and capacity building for key political functionary are essential if the property tax is going to have public credibility (Tomori,2019).

Prospects of Property Taxation

The choice for a good tax for local governments is limited compared to both the choices of federal and even state governments in Nigeria. This is because the higher levels of government are larger, cover jurisdictions having larger populations and have a greater capacity for tax administration if effectively managed. A number of conditions should be met for a tax to be a good tax that meets the challenges of the 21st century (Nuhu, 2008). 

The revenue of a good tax at all levels should increase over time in order to match the natural growth in costs and to fulfil the growing needs of public services. 

Taxes should not be too sensitive to cyclical fluctuations. 

A good local/state tax should be distributed relatively equally among local governments. Equalisation of the revenue between local governments may be required to enhance differences in access to tax base. 

There should be a close relationship between the citizens who pay and the citizens who benefit. 

The tax administration should be inexpensive to administer, i.e. the tax yield should be much higher than the administrative costs. A realistic target is that the cost of administering a property tax should be significantly less than five percent of the revenue generated. Bahl and Martinez-Vazquez (2006) reports that administrative cost is arguably the biggest constraint to the growth of the property tax. It is just too expensive, and too hard to properly levy and enforce. So, countries are turning increasingly to “shortcuts” to address this problem. The introduction of the notional valuation based on location and area, self-assessment, indexing between valuation periods, and the exemption of the hard to tax properties are all examples of such shortcuts.
Property Tax Administration in Nigeria 

Nigeria tax administration was moved after the British model of tax administration. Tax administration involves interpretation and application of tax law into practice. This is the function of tax officials and tax consultants who assist tax payers in computing their taxes. The organs of government responsible for tax administration are called Federal Board of Internal Revenue (FBIR), State Board of Internal Revenue (SBIR) and Joint Tax Board (JTB). They all have operational arms saddled with the day to day operation of tax administration (Idibe, 2008). Tax administration basically involves the following activities: • Making of returns or information gathering • Assessment, • Objection and appeals • Collection and recovery of taxes Ajayi (2008) reports that the major form of property taxation that has been in the country is the property rate or community known as tenement rates and this is specified in the chapters 15 and 16 of the Laws of the Federation of Nigeria and Lagos 1968 in which attempt was made to introduce modern scientific and comprehensive rating in Nigeria. While the application of chapter 15 was limited to Lagos, chapter 16 applied to the method to be used in assessing tenement belonging to public utilities namely NEPA, NPA, and NRC, thus spread the rating of these later types of properties to the whole country. Gradually, rating under the two laws spread to some of the big towns, like Kaduna, Kano, Enugu and Warri. He went further to state that in practice almost all the states of the federation are operating one form of property tax ranging from capital transfer tax, stamp duty and withholding tax, while there is selection in the implementation of tenement rates. However, states such as Lagos, Oyo, Kaduna, Niger, Ogun, and Plateau have local governments that have implemented tenement rate with a supporting edict. Most of the southern states had their own separate laws or property rating as provided in the Nigerian constitution as at 1998. Similarly, Olowu (2002) reports that a few local governments especially all of Lagos state and some others in the South-West, successfully introduced property taxes with strong support from the state government and in most cases, the World Bank. For instance, property rate was only 0.3% in Port Harcourt (a large oil-city) but 44% in Ikeja (Lagos) in 1989, rising to 58.3% of the city’s revenue in 1994 in the latter city. The reason as reported by the author was that Lagos city was in a state that had a strong pro-property tax policy. Also the property rates tended to boost overall municipal finances. In another report by Nwachukwu and Emoh (2010), revenue from property rating in Owerri municipal council tends to be a major source of revenue compared to other sources of local government finance. The revenue from property rating was said to account for about 15% of the total internal finance of the local government, and the revenue thus realised was used to defray the cost of projects in the council. Babatunde and Sunday (2008) in a study conducted in Minna, Niger state observed that the only land based tax levied in the state are stamp duty and business premises registration. They also reported that the problems of property tax in Minna are lack of political will on the part of government to support the authorities for assessment and collection of property taxes, the high level of poverty in the metropolis hinders the implementation of property taxation and lack of funds/logistics for the collection of the taxes by the State Inland Revenue Office. In another report by Babatunde (2010) it was revealed that among the two property based taxes applicable in the state during the period under study, only withholding tax generated 0.07% of the internally generated revenue while nothing was received for stamp duty. He attributed this to the government’s inability to realize property based taxes as a reliable and dependable source of revenue.

2.2
THEORETICAL FRAMEWORK

Benefit Principle or received  theory
Also called vertical equity. Richard and Peggy (1973) noted that the benefit approach  was initially developed by two economists of the Stockholm School; Knut Wicksell (1896) and  Erik Lindahl (1919). This was in a bid to assess the efficiency of taxes and appraising fiscal  policy. Thus, the theory stipulates that an individual ought to be taxed according to the benefits received from government provision of goods and services. This in other words, is a benefit cost approach in which tax is a cost and government amenities are the benefits (Bhartia, 2009; Anyanfo, 1996). This theory assumes a state of equality between the marginal tax rate (MTR) and marginal benefit received (MBR) to determine the amount of taxes to be paid (Bhartia, 2009). This is the basic philosophy that ought to guide taxation in Nigeria. This seems to be far fetched.

 The tax-exempt bond market

One of the most direct applications of the theories of taxation and portfolio choice described above is with respect to the market for tax-exempt securities. In the United States, most of the bonds issued by state and local governments are exempt from federal interest-income taxation. If the risk characteristics of these bonds were identical to those of taxable bonds, for example Treasury securities, then simple models of portfolio equilibrium would suggest that investors in high-tax brackets would hold these securities. The lowest-tax-bracket individual holding tax-exempt bonds would be the “marginal investor” in these bonds, and his marginal tax rate would determine the yield spread between taxable and tax-exempt interest rates: Rexempt = (1 − τmarginal)*Rtaxable. Auerbach and King (1983) and McDonald (1983) discuss this prediction in the context of clientele portfolio models like those presented above. The observed yield spread between taxable and tax-exempt bonds in the United States, particularly at long maturities, has often been much smaller than this analysis would suggest. Kochin and Parks (1988) suggest that there have been periods when the long-term yield spread (Rexempt − Rtaxable) has been so narrow that implied future short-term rates on tax-exempt bonds have been higher than comparable short-term interest rates on taxable bonds. This is not to suggest that taxation does not affect the yield spread on taxable and tax-exempt bonds. The event-study evidence, provided for example by Poterba (1986b) and Slemrod and Greimel (1999), demonstrates that tax reforms do affect the yield spread between taxable and tax-exempt bonds. Various explanations for observed yield differentials have been suggested, but none have completely explained the observed pattern. Fortune (1988) discusses this work in some detail. Some studies have suggested that risk differences may explain narrow yield spreads, but Chalmers (1998) presents data on tax-exempt bonds that are effectively riskless, because their future payouts have already been funded by the borrower. He concludes that risk adjustments cannot explain the relatively narrow yield spread between taxable and tax-exempt securities. Green (1993) emphasizes that fully-taxable investors would not compare the tax-exempt bond rate with that on taxable bonds that yield only interest income, but rather would construct a taxable-bond portfolio of bonds that sell below their par values and therefore generate some capital gains as well as some interest. This suggests that the implicit interest-income tax rate on long-term bonds is higher than the foregoing calculation would suggest. The tax rates of the investors who hold fully taxable bonds are lower than those of investors who hold other (less heavily taxed) bonds, and who are comparing such bonds with tax-exempt bonds. This calls into question the standard “implicit tax rate” that is also computed based on the yields on fully taxable and tax-exempt par bonds. The observation that investors may form tax-based clienteles in the bond market does not apply only to tax-exempt bond markets. Green and Odegaard (1997) present evidence of clientele formation in the market for US Treasury bonds. Evidence on the ownership of tax-exempt bonds is broadly consistent with tax-based clientele models, although there are some puzzles. Poterba and Samwick (2002) show that household tax rates are strongly correlated with the likelihood that the household owns tax-exempt bonds and with the portfolio share in such bonds. Feenberg and Poterba (1991) present information from 1988 individual income tax returns, on which individuals were asked to report their tax-exempt interest income even though this income was not included in the federal income tax base. The results illustrate that households in the lowest federal marginal income tax bracket received roughly one fifth of the tax-exempt interest that was received by households in 1988. Similar tabulations for more recent years confirm this finding. Why such individuals hold tax-exempt bonds is an open question. It might be because these are illiquid securities that they never chose to purchase, but instead received as an inheritance. It might be that their marginal tax rates fluctuate from year to year, and that when they are observed in a cross-section, their tax rates are transitionally low.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1
INTRODUCTION


In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3
POPULATION OF THE STUDY


According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 

This study was carried out on an examination of problems and prospects of real property taxation in Nigeria, using board of internal revenue, Rivers State as a case study. Staff of  board of internal revenue form the population of the study.
3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.

In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of Staff of  board of internal revenue, the researcher conveniently selected 36 out of the overall population as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

The responses were analyzed using the frequency percentage tables, which provided answers to the research questions. 

3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

he study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of thirty-six (36) questionnaires were administered to respondents of which only thirty (30) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 30 was validated for the analysis.

4.1
DATA PRESENTATION
Table 4.1: Demographic profile of the respondents

	Demographic information
	Frequency
	percent

	Gender

Male
	
	

	
	17
	56.7%

	Female
	13
	43.3%

	Age
	
	

	20-25
	9
	30%

	25-30
	8
	26.7%

	31-35
	6
	20%

	36+
	7
	23.3%

	Marital Status
	
	

	Single 
	19
	63.3%

	Married
	11
	36.7%

	Separated
	0
	0%

	Widowed
	0
	0%

	Education Level
	
	

	WAEC
	0
	0%

	BS.c
	25
	83.3%

	MS.c
	5
	16.7%

	MBA
	0
	0%


Source: Field Survey, 2021

4.2
DESCRIPTIVE ANALYSIS

Question 1:  Does property taxation have an impact on the Nigerian economy?

Table 4.2:
respondent on question 1

	Options
	Frequency
	Percentage

	Yes
	15
	45.45

	No
	4
	25.97

	Undecided
	11
	28.57

	Total
	30
	100


Field Survey, 2021

From the responses obtained as expressed in the table above, 45.45% of the respondents said yes, 25.97% said no. While 28.57% of the respondent were undecided .

Question 2:  What are  the problems of property taxation in Nigeria?

Table 4.3:  Respondent on question 2

	Options
	Yes
	No
	Total %

	undervaluation
	30

(100%)
	00
	30

(100%)

	incomplete registers
	30

(100%)
	00
	30

(100%)

	policy inadequacy, and ineffective administration
	30

(100%)
	00
	30

(100%)


Field Survey, 2021

From the responses obtained as expressed in the table above, all the respondents constituting 100% said yes in all the options provided. There was no record of no.

Question 3:  What are the benefit of property taxation in Nigeria?

Table 4.4:  Respondent on question 3

	Options
	Yes
	No
	Total %

	provides a basis for local autonomy
	30

(100%)
	00
	30

(100%)

	facilitates decentralization
	30

(100%)
	00
	30

(100%)

	 It encourages the economic use of land.
	30

(100%)
	00
	30

(100%)


Field Survey, 2021

From the responses obtained as expressed in the table above, all the respondents constituting 100% said yes in all the options provided. There was no record of no.

Question 4:  What are the recommend strategies on improving taxation in Nigeria?

Table 4.5:  Respondent on question 3

	Options
	Yes
	No
	Total %

	Focus resources on improved auditing, processes, and tools
	30

(100%)
	00
	30

(100%)

	Ensure regular updates to the taxpayer registry
	30

(100%)
	00
	30

(100%)

	Introduce account managers to oversee large taxpayers.
	30

(100%)
	00
	30

(100%)


Field Survey, 2021

From the responses obtained as expressed in the table above, all the respondents constituting 100% said yes in all the options provided. There was no record of no.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1
SUMMARY

In this study, our focus was on the examination of problems and prospects of real property taxation in Nigeria using board of internal revenue Rivers State as a case study. The study specifically was aimed at highlighting if property taxation has an impact on the Nigerian economy, investigate the problems of property taxation in Nigeria, evaluate the benefit of property taxation in Nigeria and recommend strategies on improving taxation in Nigeria.  A total of 30 responses were validated from the enrolled participants where all respondent are drawn from staff of board of internal revenue.

5.2
CONCLUSION

Based on the finding of this study, the following conclusions were made:

1. The problems of property taxation in Nigeria is  undervaluation,incomplete registers and policy inadequacy, and ineffective administration.

2. The benefit of property taxation in Nigeria is that it provides a basis for local autonomy, facilitates decentralization and  It encourages the economic use of land.

3. The strategies of improving taxation in Nigeria is  to focus resources on improved auditing, processes, and tools 

4. Ensure regular updates to the taxpayer registry and Introduce account managers to oversee large taxpayers.

5.3
RECOMMENDATION

Based on the responses obtained, the researcher proffers the following recommendations:

More professional staff both estate surveyors and valuers, and tax administrators should be employed by the government in both the Ministry of Lands and Housing and Rivers State Board of Internal Revenue as this will bring in people with professional knowledge and skills with regards to this tax, who will bring about the realization of these taxes in the state. 

Detailed and up-to-date records should be kept of properties in the state as this will enable the government in assessing taxable properties when finally the collection of such taxes is fully enforced. This is necessary if a successful property tax administration is to be achieved.  3. 
Laws/edicts should be introduced which will back the introduction and administration of these taxes in Rivers State. It was reported that in some states like Niger and Lagos laws/edicts were introduced to enforce the collection of these taxes like the Property and Tenement Rates Edict CAP. 104 Laws of Niger state 1988 and the Tenement Rate Law CAP 186 of Lagos state 1994 (Usman, 2008). 

Appeal machinery also needs to be put in place to enforce and prosecute defaulters i.e. both the tax payers and officials alike when the tax is finally being implemented.
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APPENDIXE

QUESTIONNAIRE

PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(S) ON A QUESTION.

SECTION A

PERSONAL INFORMATION
Gender

Male ( )

Female ( )

Age

20-25 ( )

25-30 ( )

31-35 ( )

36+ ( )

Marital Status

Single  ( )

Married ( )

Separated ( )

Widowed ( )

Education Level

WAEC ( )

BS.c  ( )

MS.c ( )

MBA ( )

SECTION B

Question 1:  Does property taxation have an impact on the Nigerian economy?

	Options
	Please tick

	Yes
	

	No
	

	Undecided
	


Question 2:  What are  the problems of property taxation in Nigeria?

	Options
	Yes
	No

	undervaluation
	
	

	incomplete registers
	
	

	policy inadequacy, and ineffective administration
	
	


Question 3:  What are the benefit of property taxation in Nigeria?

	Options
	Yes
	No

	provides a basis for local autonomy
	
	

	facilitates decentralization
	
	

	 It encourages the economic use of land.
	
	


Question 4:  What are the recommend strategies on improving taxation in Nigeria?

	Options
	Yes
	No

	Focus resources on improved auditing, processes, and tools
	
	

	Ensure regular updates to the taxpayer registry
	
	

	Introduce account managers to oversee large taxpayers.
	
	


