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The  Metaketa  In i t ia t i ve  i s  a

col laborat ive  research model
with  a  miss ion  to  improve

knowledge  about  cr i t ica l

governance  i s sues  through

r igorous f ie ld  exper iments .  In

each  Metaketa  " round , "  the

in i t ia t i ve  coord inates  mult ip le

s tudies  on  a  spec i f ic  top ic  or

intervent ion  in  a  var iety  of

countr ies  and  contexts .

The  second  Metaketa  round

focused  on   formal izat ion,
taxat ion,  and publ ic  serv ices ,

with  s tudies  in  s ix  countr ies

explor ing  i f  demand -s ide

behav iora l  in tervent ions ,  which

reduced  upf ront  t ransact ion  costs

that  prevent  people  in terested  in

enter ing  in to  a  f i sca l  contract

wi th  the i r  government  f rom  doing

so ,  increase  fo rmal izat ion ,  access

to  publ ic  goods ,  and  tax

payments .  Here  we  share  the  s tory

of  an  exper iment  in

Niger ia  a imed  at  increas ing

formal izat ion  and  tax  payment  by

informal  sector  vendors  located  in

Lagos  marketp laces .

The  Metaketa  In i t ia t i ve  i s  led  by

Ev idence  in  Governance  and

Pol i t ics  (EGAP )  at  the  Univers i ty  of

Ca l i fo rn ia ,  Berke ley .  I t  i s  part ia l l y

funded  by  the  UK 's  Department

for  Internat iona l  Development

and  invo lves  a  global  network  of

researchers  conduct ing  s tudies  in

countr ies  around  the  wor ld .

p r o j e c t  t imel ine

BASELINE :  MARCH  2018  

INTERVENTION :  JUNE  2018  

ENDLINE :  DECEMBER  2018    

p r o j e c t  c o u n t ry :  niger ia

Wax  vendors  se l l  t rad i t iona l  c loth  in

the  shadow  of  a  church  and  mosque  on

mult icu l tura l  Lagos  I s land .



Across  much  of  Afr ica ,  the  in formal

sector  accounts  fo r  up  to  80  percent  of

the  l abor  fo rce  and  a  s imi la r  share  of

overa l l  economic  act iv i ty ,  but  th i s

sector  remains  l a rge ly  outs ide  the

regulatory  and  tax  reach  of  s tates .  State

appeals  can  sh i f t  fo rmal izat ion  and  tax

compl iance ,  espec ia l l y  i f  appeals  sh i f t

the  perce ived  costs  and  benef i t s  of

formal izat ion  and  compl iance .  The

understanding  of  the  condi t ions  under

which  these  appeals  are  ef fect i ve ,

however ,  remains  incomplete .

Since  2006 ,  Lagos  State  Government  in

Niger ia  has  l aunched  a  number  of

in i t ia t i ves  to  increase  the  reg i s t rat ion

of  taxpayers  and  the  payment  of

income  tax .  These  in i t ia t i ves  have  been

success fu l ,  generat ing  a  more  than  400

percent  increase  in  tax  revenue  over

th i s  per iod ,  and  they  have  been

accompanied  by  a  s ign i f icant  expans ion

of  s tate  serv ices  del i very ,  even  in  the

poorest  areas  of  Lagos .

The  major i ty  of  the  in formal  sector ,

however ,  remains  outs ide  the  s tate  tax

net .  To  th i s  point ,  tax  enforcement

ef for ts  in  the  in formal  sector  have  been

minimal .  Furthermore ,  most  cur rent

income  tax  contr ibut ions  by  smal l

bus inesses  and  vendors  has  occur red

through  ind i rect  payment  to  the  t rade

and  marketp lace  assoc iat ions  to  which

many  members  of  the  in formal  sector

be long .  The  a im  of  th i s  s tudy  i s  to

assess  how  the  f raming  and  del i very  of

formal izat ion  and  tax  appeals  shape

behav iora l  and  att i tud ina l  response .
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t h e  challenge

C a n  i n f o r m a t i o n  a b o u t  t h e

b e n e f i t s  o f  t ax  p a ym e n t s

p e r s u a d e  m a r k e t  v e n d o r s  t o  

p a y  t ax e s ?

In formal  vendors  work  in  more  than

600  marketp laces  across  Lagos ,  and

they  compose  one  of  the  most

important  segments  of  the  in formal

economy .
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Vendors ’  knowledge  of  the  tax

reg is t rat ion  process ,  benef i t s

at tached  to  reg i s t rat ion ,  and  the i r

own  potent ia l  income  tax  l i ab i l i t y

was  low .  Thus ,  Adr ienne  LeBas  at

Amer ican  Univers i ty  and  Jess ica

Gott l ieb  at  Texas  A&M  teamed  up

with  the  Lagos  In terna l  Revenue

Serv ice  (L IRS )  to  implement  a

study  with  two  in tervent ions  a imed

at  increas ing  fo rmal izat ion  and  tax

payment  by  in formal  sector  vendors

located  in  Lagos  marketp laces ,  the

bulk  of  whom  are  operat ing  smal l

bus inesses  with  fewer  than  f i ve

employees .

The  two  in tervent ions  inc luded :

 

1 . )  Tax  fo rmal izat ion  v i s i t  in  the  fo rm

of  prov i s ion  of  in format ion  and

reg is t rat ion  ass i s tance  by  a  loca l  NGO  

2 . )  Tax  payment  appeals  that  var ied

the  f raming  of  the  appeals  (s t ress ing

the  potent ia l  costs  of  non -

compl iance  or  benef i t s  of  payment )

and  the  ident i ty  of  the  agent

del i ver ing  the  appeal .

One  of  the  s ign i f icant  features  of  th i s

research  s i te  was  the  importance  of

pre -ex i s t ing  ins t i tut ions  that  a l ready

play  a  ro le  in  mediat ing  the

re lat ionsh ip  between  in formal  sector

workers  and  the  s tate .  Thus ,

in  the  second  in tervent ion ,  an

indiv idua l  vendor  rece ived  a  v i s i t

f rom  an  agent  represent ing  that

important  loca l  ins t i tut ion  - -  the

marketp lace  assoc iat ion  - -  or  f rom  a

L IRS  agent  represent ing  the  s tate

government .

r e s e a r c h  des ign

TWO  INTERVENTIONS  THAT  INCLUDED

THE  PROVISION  OF  INFORMATION

AND  REGISTRATION  ASSISTANCE ,  AS

WELL  AS  VARIATION  IN  WHO  PROVIDED

THE  TAX  PAYMENT  APPEALS

Tuesday  meet ing  of  the  Lagos  Market

Women  and  Men  Assoc iat ion .

Marketp lace  assoc iat ions  ex i s t  in  most

markets  in  Lagos .
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This  pro ject  found  that  a  low -cost

in format iona l  in tervent ion ,  des igned  to

reduce  the  di rect  costs  of

formal izat ion ,  was  insuf f ic ient  to

increase  vendors '  wi l l ingness  to

reg is ter  with  the  s tate  tax  author i ty .

Addit iona l  in tervent ions ,  which  were

des igned  to  change  the  expected

costs  of  tax  evas ion  or  the  expected

benef i t s  of  tax  compl iance ,  were

di f fe rent ia l l y  ef fect i ve .  We  found  that

the  ef fect i veness  of  these  appeals  was

mediated  both  by  vendors '  past

exper iences  of  publ ic  goods  del i very

and  by  the  re lat i ve  t rust  they  placed  in

s tate  ins t i tut ions  versus  an  important

soc ia l  ins t i tut ion ,  the  marketp lace

assoc iat ion .  Ident i ty  a lso  mattered :

members  of  minor i ty  ethnic  groups

were  more  l i ke ly  to  reg i s ter  in

response  to  s tate  appeals .  These

f ind ings  suggest  that  s tate  tax

campaigns  must  take  in to  account

d i f fe rences  in  soc ia l  context  as  wel l  as

improv ing  c i t i zens '  percept ions  of

s tate  per formance .

This  s tudy ’s  resu l t s  are  most  s imi la r  to

the  Malawi  s tudy  that  fo rmed  part  of

th i s  Metaketa   round .  The  Malawi

pro ject  focused  on  an  in format ion

campaign  about  the  l inkages  between

tax  compl iance  and  c i ty  serv ice

del i very  in  the  c i ty  of  Zomba ,  Malawi .

The  in format ion  campaign  inc luded

in -person  v i s i t s  with  c i t i zens  in  which

deta i l s  about  owed  taxes ,  barr ie rs  to

pay ing  taxes ,  overdue  payments ,  and

benef i t s  of  fo rmal iz ing  were  shared .

Whi le  these  two  s tudies  look  at

d i f fe rent  programs ,  the i r  resu l t s  are

s imi la r .  In  both  contexts ,  there  was  a

weak  l a tent  demand  and  too  many

bar r ie rs  to  entry  fo r  fo rmal izat ion .  In

Niger ia ,  people  who  paid  fo r  the i r

reg i s t rat ion  cards  did  not  a lways  go  to

p ick  them  up  f rom  the  IRS  of f ice .  In

Malawi ,  whi le  people  prefer  fo rmal

t rash  col lect ion  in  the  abst ract ,  they

are  not  wi l l ing  to  pay  fo r  i t .   

r e s u l t s

14% of minority-group

respondents that

registered for e-TCC in

the LIRS appeal group

14%

Percentage of

minority-group

respondents that

registered for e-TCC in

the control and MPA

appeal groups

7%

Addit iona l l y ,  in  both  s tudies ,  some

ci t izens  bel ieve  that  there  are  better

a l te rnat ives  to  the  s tate .  In  the  case  of

Niger ia ,  some  market  assoc iat ions  and

other  soc ia l  networks  have  a  better

record  of  gett ing  th ings  done  fo r

vendors .  In  Malawi ,  the  s imple  act  of

dumping  t rash  in  pi t  l a t r ines  i s  f ree ,

and  thus  prefer red .
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L e s s o n s  +  Impact
One  of  the  most  important  l essons

learned  f rom  th i s  pro ject

i s  that  a l ternat ives  to  s tate

formal izat ion  procedures  matter .  That

i s ,  fo r  in tervent ions  to  work ,  the  choice

to  fo rmal ize  with  s tate  ins t i tut ions  has

to  be  preferable  to  the  s tatus  quo .  In

the  case  of  Niger ia ,  the  s tate  has  been

re lat i ve ly  absent  in  markets

h is tor ica l l y .  Some  market  assoc iat ions ,

espec ia l l y  those  represent ing  ethnic

minor i t ies ,  have  been  good  at  avo id ing

the  s tate  and  protect ing  the i r

members  f rom  taxat ion .  Others  have

gotten  th ings  done  fo r  vendors  by

being  part  of  c l iente l i s t ic  networks .  

 

Despi te  mixed  resu l t s ,  th i s  s tudy  was

shared  with  L IRS  sen ior  of f ic ia l s  who

were  in terested  in  the  pol icy

impl icat ions ,  the  feas ib i l i t y  (both

pol i t ica l  and  log i s t ica l )  of  part icu lar

s t rateg ies ,  and  the  f i t  with in  ex i s t ing

L IRS  plans  fo r  increas ing  compl iance

in  the  in formal  sector .  In  fact ,  the  L IRS

Di rector  of  Human  Resources  ind icated

that  she  would  be  pursu ing

divers i f i cat ion  of  the  s ta f f  hi red  fo r  the

in formal  sector  team .  This  was  based

on  the  f ind ings  about  the  ethnic  

divers i ty  of  the  in formal  sector  vendor

populat ion  (which  i s  roughly  hal f  non -

Yoruba )  and  ethnic  groups ’  di f fe rent ia l

responses  to  tax  appeals .

Key  takeaways  f rom  th i s  pro ject  and

the  other  s tudies  that  fo rm

this  Metaketa   round  suggest  that

formal izat ion  i s  att ract i ve  to

indiv idua ls  when  governments  of fe r

va luable  personal  benef i t s ,  such  as

access  to  ret i rement  income  in

exchange  fo r  fo rmal iz ing .  Furthermore ,

easy  processes— fo r  example ,  a  one -

t ime  onl ine  s ign -up  that  can  be  done

with

re lat i ve ly  l i t t le  ass i s tance—are  cruc ia l

fo r  fo rmal izat ion  to  occur .  F ina l l y ,

and  perhaps  most  important ly  in  the

case  of  Niger ia ,  i t  i s  important  to

unders tand  the  pre -ex i s t ing  norms ,

bel ie f s ,  and  pol i t ics  that  may  pose

chal lenges  to  fo rmal izat ion .  In  the

Niger ian  context ,  when  s tate  agents

instead  of  NGOs  del i vered  the

in format ion ,  the  in tervent ion  was  more

success fu l  among  those  who  had

accessed  s tate  serv ices  in  the  past  and

those  fo r  whom  the  s tatus  quo  was

re lat i ve ly  more  cost ly .

The  research  has  been  qui te  reward ing  to  the  agency  as  i t  covers  an

area  of  our  operat ions  that  requi res  changes  predicated  on  deta i led

analys i s .  

-  Ayo  Subai r ,  Execut ive  Chai rman  of  L IRS

I  wish  to  expand  the  pro ject  to  other  areas  and  t rans fer  research

capac i ty  with in  the  agency  i t se l f ,  because  th i s  exper ience  has  been  so

in format ive  and  benef ic ia l .  The  re lat ionsh ip  with  [Research  Adr ienne ]

LeBas  and  the  research  team  t ranscends  the  pro ject ,  and  I  hope  to

cont inue  work ing  with  them .

-  Abideen  Akande ,  Spec ia l  Adv iser  to  the  Execut ive  Chai rman  of  L IRS
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For  addi t iona l  in format ion  about  th i s  s tudy ,

v i s i t  the  pro ject  webpage .

For  more  on  the  researcher  /  implement ing

partner  re lat ionsh ip ,  read  Partnersh ip

Lessons  16 :  Niger ia  Marketp lace  Taxes  with

Lagos  In terna l  Revenue  Serv ice

Explore  other  pro jects  in  the  Metaketa  I I

round .

Adr ienne  LeBas ,  Pr inc ipa l  Invest igator

Amer ican  Univers i ty

lebas@amer ican .edu  
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LEARN  MORE

https://egap.org/project/formalization-tax-appeals-and-voluntary-compliance-in-lagos-nigeria/
https://egap.org/resource/partnership-lessons-6-nigeria-marketplace-taxes-with-lagos-internal-revenue-service/
https://egap.org/our-work/the-metaketa-initiative/roundtwo-taxation/

