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ABSTRACT 

 

Government raise revenue mainly through taxation in order to pay for government expenditure on capital and recurrent 

expenditure. Revenue generation provide the largest single source of government revenues in most developing countries 

including. Nigerian tax system has been weak due largely to many challenges. However, with the volatility in oil prices and 

excruciating impacts of the recent global financial crisis, taxation deserves more attention now than ever before in Nigeria. States 

and local governments generate larger shares of their revenues from property (land based) taxes. The paper presents key issues 

and challenges of property taxation and its capacity to generate revenue for development desire of Nigeria populace. The paper is 

exploratory and secondary data were adopted drawing their sources from literature search, review of policy documents and 

legislations on taxation. Based on the challenges inherent in property taxation, the paper identified and proposed future directions 

for this taxation. The paper conclude by with recommendations which has clear implications for tax practitioners such as estate 

surveyors and valuers and government policy makers in Nigeria in order to key into the change agenda of this present 

administration. 
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1.  INTRODUCTION 

 
Government all over the world necessarily sources revenue 

from various avenues to meet spending. Taxation represents 

one of such sources of revenue. Society in itself is dynamic, 

thus population increases daily and so developmental activities. 

This natural phenomenon equally demands that government 

constantly seek to increase revenue driven from taxation either 

by widening the tax base or increasing the rate of taxation. 

Nigeria is a vast country with a high level of human and 

material resources. It was estimated that the population of the 

country was above 150 million in 2008 (National Planning 

Commission (NPL, 2008). This figure was nearly one-quarter 

of the Sub-Saharan African population. The social and 

economic conditions in Nigeria today present a starting 

paradox. In spite of a rich endowment of natural and human 

resources, most people in Nigeria still live below the poverty 

line.  

 

Due to this plethora of challenges, the cost of governance and 

general global downturn in economic resources pose a major 

challenge to the Nigerian states. The increasing cost of running 

government is becoming alarming. Some budgets find recurrent 

expenditures outplaying capital expenditures.  

 

 

 

 

 

Therefore, increasing demand for urban and rural 

infrastructures and dwindling revenue allocations in Nigeria 

have informed the  Government to promulgate Laws on 

taxation  as a way of increasing internally-generated revenues 

through property tax. Thus increasing cost of governance has 

forced some state to formulate other means of improving their 

revenue base. It is sad that up till now the Nigerian economy 

has not been diversified from crude oil revenue only. Since the 

1970’s, Nigeria revenue from crude oil stand over 80% of her 

annual revenue.  

 

However, the fluctuations of oil price in recent times, the total 

collapse of oil revenue in 2009, and the demand for higher and 

living wages by Nigerian labour congress, has led to a decrease 

in the funds available for ‘sharing’ to the states and local 

government. It is therefore paramount that the federal, state, 

and local governments must generate adequate revenue from 

internal sources. This need underscores the eagerness on the 

part of state and local governments and even the federal 

government to look for new sources of revenue or to become 

aggressive in mode of collecting revenue from existing sources 

especially taxation (Kiabel and Nwokah, 2009). 
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This paper emphasizes a consideration of internally generated 

revenue as a potential for growth and development. Based on 

this, the following research questions are raised in the study: 

What are the major sources of property ( land based)  revenue 

for the states and local governments? What are the constraints 

of these taxes? How can we deepening and widening the 

revenue base on taxation?  The essence of this paper therefore 

is to answer the pertinent questions emanating there from as 

identified above with a view to improving internally generated 

revenue from land based taxation in Nigeria. Though there are 

various types of internally generated revenue, my focus here 

will be on tax. However, the fundamental principle is equally 

applicable to other forms of internally generated revenue. An 

efficient, fair and transparent tax system not only improves 

fiscal performance but also furthers good governance and 

strengthens legitimacy. 

 

2. THE PROGNOSIS 
 

The rate of urbanization in Nigeria has tremendously increased 

in the last two decades. The national population is estimated to 

be 150 million with the urban population constituting of about 

30% (Oni, 2011). The revenue allocation in Nigeria has been a 

topical issue in the country. The vertical revenue allocation is 

the division of public revenue among the federal, states and 

local governments in the country. There is vertical imbalance in 

Nigeria necessitating vertical revenue allocation. Federal 

government has been retaining the bulk of the federally 

collected revenues. This explains the discordant voices from 

the states and local governments that more revenue should be 

allocated to them. In the existing revenue allocation formula, 

52.68 percent goes to federal, 26.72 percent is reserved for the 

states and 20.60 percent is allocated to the local governments as 

well as 13 percent derivation for mineral resources only 

(Babalola, 2008). 

 

The increasingly cost of running government in Nigeria is in its 

highest.  States budgets are increasing and the expenditure 

profile in the budget is also increasing in an annual basis. It has 

been observed that the trend now is for states to source for 

funds by borrowing under whatever guise it is called, either by 

loans from the banks or international institutions or by floating 

bonds or the use of public private partnership agreements, there 

are obligations attached to these sources, and these obligations 

are spread over a period of time. 

 

 The above scenario leaves Nigeria with one major source to 

which she needs to pay so much attention and that is taxation 

because that is what has brought the big economies to their 

current states. In Nigeria, available information reveals that the 

tax ratio to the Gross Domestic Product, GDP using the 2009 

index is approximately 6% where countries like, Sweden, 

Norway, France, Germany, Canada, Australia, USA, UK, 

South Africa and China have 50%, 44%, 46%, 41%, 33%, 

30%, 28%, 39%, 27% and 17% respectively, and majority of 

these are countries we supposedly sharing common wealth 

(Ukauru, 2011) 

 

 

 

 3. LITERATURE REVIEW   
 

 Major discussions about internally generated revenue of states 

and local government are located within the framework of the 

theory and practice of fiscal federalism. The rationale for state 

and local governments derives from the notion that there are 

geographical dimensions to pure and impure public goods. 

Local public goods with limited and differential spatial 

incidence of benefits might not be efficiently provided by a 

central government (Brown and Jackson, 1994). Internally 

generated revenue in normal day to day parlance refers to those 

revenue sources that are generated solely by the state and local 

governments. Permit me to emphasize here that our real focus 

should be on deepening and widening the entire revenue base 

and not just internally generated revenues as defined, as what is 

of utmost importance is that additional revenues are generated 

for the state and local government ‘regardless’ of how it is 

collected.   

 

Tax is the amount levied on an individual, group or corporate 

entity and payable to government to meet expenditure on 

infrastructure and keep the organs of governance running 

smoothly. Taxation has become an indispensable part of 

modern economic systems worldwide, with wide variety of 

different tax models. Such tax is expected to be fair and 

equitable; set in simple and clearly understandable language; 

considering the ability of each person to pay based on income; 

politically acceptable to the payers to avoid incurring their 

hostility; and must be consistent with goals of promoting stable 

economy (Silvani and Paulo dos Santos, 1996; Serra and 

Afonso,  Olusegun, 2003; Ogbuefi, 200; Thacker, 2009).  

 

Smith (1776) propounded four canons or principles of taxation. 

This classical economic theory of taxation insists that a good 

tax must be fair, certain, convenient and efficient. In addition to 

the above four test or measure of a good tax, alternative 

theoretical approaches have emerged based on the three 

principal functions of taxation i.e revenue generation, income 

redistribution and economic/fiscal stabilisation 

functions(Ola,1985,Powel, 1993 and Igwe –Kalu, 1998). In 

determining the appropriate method of tax assessment, Harvey 

(2000) opined that it is usual for local property taxes to be 

levied ad valorem (according to value) with net annual value 

(NAV), capital value or site-value being the basis of 

assessment. 

 

When net annual value is the basis of assessment, it is likely to 

be determined as follows: Gross annual value which is the 

yearly rent that a property might reasonably be expected to let 

on a determined rate and with deductions made for maintenance 

and insurance and other outgoings to give the net annual value. 

In using the capital value basis, tax will be the value of 

premises if sold in the open market in a transaction involving a 

willing and able buyer and seller, and provided that capital 

value equals net annual value capitalized at the relevant rate of 

interest (Newell, 1977). Capital value, in this respect, is the 

amount of money which may be obtained for an interest at a 

particular time from individuals who are able and willing to 

purchase it.  
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It is the price arrived at under an open market normal 

financing, non-cohesive, non-monopolistic condition, and by 

private treaty at a particular date assuming willing seller, 

reasonable period within which to negotiate the sale, taking 

into account the nature of the property and the state of the 

market, with the property freely exposed to the market 

(Richmond, 1975; Millington, 1982; N I E S V, 1985; Ajayi, 

1998; and Kalu, 2001). 

 

Lean and Goodall (1977) stated that the basic economic effect 

of tax is that the open market price will increase in the long run 

if there is higher demand for a good or service. Similarly, the 

higher the outgoings in form of tax liability, the higher will be 

the rent that landlord will demand for a given property on the 

long run. In this regard, where initial capital costs cannot be set 

off against tax liability whereas maintenance expenditure can 

be, this will increase additional expenditure on maintenance 

rather than initial construction. In respect of supply of 

properties, 

 

For tax administration, Ukauru (2011) identified six logical 

steps involved in Tax Administration, namely: 

Identification/Registration Assessment Collection Accounting 

Monitoring/Audit Enforcement. In carrying out the valuation of 

properties, Ifediora (2005) identified five methods that an 

Estate Surveyor and Valuer, in his specialist functions, uses to 

determine the capital and rental values of interests in land or 

land and building. The methods are cost (contractor’s test) 

approach, sales comparison (comparative or comparable) 

approach, income (investment) approach, account (profits), 

residual (development), and depreciated replacement cost 

approach. 

 

The challenges of taxation has also been investigated in 

literature for example,Yahaya(1998)  investigated the 

challenges of taxation in Kwara State with a view to identifying 

viable solutions. The study identified-high rate of poverty, 

corruption, illiteracy, ignorance of tax procedure 'and tax 

evasion as the major societal factors hindering effective 

taxation. Also, ineffective utilization of collected taxes poor 

remuneration of tax officials, improper record keeping, non-

enforcement of tax policies and inadequate facilities to monitor 

tax payment and to assess taxable resources were expressed as 

the major administrative factors retarding effective and 

efficient taxation.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4. TYPES OF PROPERTY TAXES 

 
N.I.E.S.V. (2009) in its communiqué at an international 

seminar on property based taxation identified twelve scope of 

land based / property based taxes, that is all taxes associated 

with the use and value of landed property as follows: company 

income tax, withholding tax, petroleum profit tax, stamp duties, 

tenement rate, value added tax, capital gains tax, Shops and 

Kiosks rates, Business Premises Registration Fees Right of 

Occupancy fees, Market Taxes and levies, and Motor Park 

levies. Over the years, the scope has further been expanded. 

They are discussed below; 

 
a. Companies Income Tax: Companies Income Tax Act Cap. 

60 LFN 1990: This is the current enabling law that governs the 

collection of taxes on profits made by companies operating in 

Nigeria excluding companies engaged in Petroleum exploration 

activities. 

 

b. Withholding Tax: The law giving effect to this tax is the 

Finance (Miscellaneous Taxation Provisions) Decree No 98 of 

1979. This is directed at income earned on land and building 

and other identifiable income earned from contractual 

agreement. The Federal Inland Revenue presently charges 5%. 

 
c. Petroleum Profits Tax: This is the tax on profits made by 

companies engaged in petroleum exploration activities in 

Nigeria.Petroleum. The law that regulates this tax is the 

Nigeria.Petroleum Profit Tax Act. Cap. 354 LFN 1990:  

 

d. Value Added Tax (VAT): The Value-Added Tax Act No. 

102 LFN 1993 is the law that regulates the collection of tax due 

on ‘vatable’ goods and services. This is a consumption tax 

payable on the goods and services consumed by any person 

whether the government agencies business organization or 

individuals. It can also be defined as a tax on spending 

/consumption levied at every stage of a transaction but 

eventually borne by the final consumer of such goods and 

services. The target of VAT is consumption of goods and 

services and unless an item specifically exempted by the law, 

the consumer liable to the tax. It is levied at the rate of five 

percent (5%). The consumption tax VAT has been embrace by 

many countries worldwide. It is relatively easy to administer 

and difficult to evade. Most critically is the fact that Nigeria 

operates the lowest VAT rate across Africa sub region 5%, 

whereas ECOWAS recommend as 15% VAT rate (although 

with Nigeria’s influence, the advisory rate has been dropped to 

10%). 

 

.e. Stamp Duties: This tax which is also referred to as 

documentary tax is a tax on landed property on the sale, 

purchase, mortgage or any other form of land transaction. They 

are usually imposed by state and local government authorities. 

However, it can be imposed by the federal authority.  
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f. Estate Fee/Probate Fee: It is simply a tax paid before 

granting letters of probate following the death of the owner of a 

property. Letters of administration will not be handed over until 

this amount is paid to the tax authority. The chargeable amount 

is paid on the market value of the deceased’s estate, as at the 

date of death. 

g. Capital Gains Tax:  Capital Gains Tax Act Cap. 42 LFN 

1990: This law which amended the Capital Gains Tax Decree 

No. 42 of 1967 governs the collection of taxes due on the 

disposal of chargeable assets. Capital Gains Tax is a form of 

tax chargeable on capital gains arising from the disposal of 

chargeable assets. CGT was introduced in Nigeria through the 

Capital Gains Tax Act of 1967 and it became effective on 1st 

April 1967. The provisions of this Act are applicable to 

transactions effected by companies in the same manner as they 

apply to transactions effected by individuals.  

 

The highlights of the provisions of the CGT Act are: CGT is 

chargeable at 20% on capital gains arising from disposal of 

capital assets. Capital gains represent mainly the excess of 

disposal proceeds over the cost of the particular assets. Capital 

loss on disposal of any asset is not deducible from capital gains 

on disposal of any other asset even if both are of the same type. 

Chargeable gains are assessed on current year basis, i.e. 

preceding year basis is not applicable. Normally, it is the 

preceding year basis that is applied as companies do not submit 

CGT computations until the time they submit their respective 

income tax computations. Roll-over relief is available to any 

company acquiring a new asset to be used for the purposes of 

the trade in replacement of an old one. This aspect might be of 

interest to companies as there could be immense benefits 

accruing to any company claiming the relief Initially, all forms 

of assets are chargeable except those specifically exempted by 

CGT Act 1967. Examples of chargeable assets include land and 

buildings. 

 

h. Tenement Rate – Tenement rate is a local form of taxation 

levied on buildings or hereditaments. , the proceeds of which 

are used funding local government social services. It is a tax on 

ownership or occupation of built up landed property. It is 

charged by a local government or a precepting authority on 

properties within its area of jurisdiction to defray expenses on a 

ray of services, such as street lighting, water supply, road, 

drainage, refuse disposal,e.t.c. It is a veritable source of 

revenue generation for a state or local government and accounts 

for the highest revenue generating capacity. This is why most 

states and local governments of the local governments have 

been exploring the opportunity that avails itself to the best 

advantage. Tenement rate are not on flat rate basis but are paid 

on annual basis on the actual value of each property within the 

local government area on a predetermined rate nirage. Despite 

the mirage of opportunities of tenement rating taxation, it is yet 

to be fully tapped by the authorities concerned because of a 

number of problems that beset it. Therefore, there is the need 

for a total overhauling of the rating administration system in 

Nigeria. 

 

 

 

 

i. Other Taxes - These are taxes and levies under the powers 

imposed by the Constitution and as specified in the Taxes and 

Levies Act No 21 of 1998 to be collected by the Local 

Governments – including but not restricted to Shops and 

Kiosks rates, Business Premises Registration Fees Right of 

Occupancy fees on lands in the rural areas eluding those 

collectible by the Federal and State Governments Market Taxes 

and levies excluding market where State Finance is involved 

Motor Park levies. Tourism taxation has also been introduced 

with the new national tax policy.  

 

Even though some taxes such as the Personal Income Tax and 

Stamp Duties are collected by the State and in all cases accrue 

as may be distributed to the State, the enabling laws are enacted 

by the National Assembly in accordance with the Constitution. 

To date, the Constitution clearly notes that the collection of 

Personal Income Tax, Capital Gains Tax and Stamp Duties 

which are Federal Taxes can take place at the State level where 

a law of the National Assembly has been enacted as is presently 

the case. In addition, beyond the provision in the Constitution 

which specifies charges that can be charged by the local? 

Governments, the Constitution also provides that the State 

House of Assembly can enact such laws as maybe necessary 

and are not in conflict with the Constitution for the peace, order 

and good government of the State. These general provisions 

give scope to the State to enact laws (for both State and Local 

Government) that would ensure good governance beyond those 

taxes and revenue sources that are enshrined in the 

Constitution.   
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5. CONSTRAINTS OF PROPERY TAXES 
 

Many studies have identified the constraints of property 

taxation (Agu, 1999, Ogunleye, 2002,Kuye, 2003, Igwe – Kalu, 

2006, Atakpa et al.,2012, Abiola  and Asiweh, 2012 and  Oseni, 

2013). Some of these problems which hinder the effective 

implementation of good land based taxes. They include; 

 

a. Ignorance – This is on the part of the tax payer ot the 

taxing authority. Most tax payers in Nigeria lacked 

sufficient information on what taxation is all about, 

why they have to pay tax. The taxing authorities are 

sometimes confused about policy matter affecting 

property taxation. Adequate homework need to be 

done before introducing any form of tax. Taxes 

levied in other parts of the world should not just be 

introduced without consideration for the local 

conditions that are likely to affect the tax. 

b. Attitude of Tax and Rating Authorities -There is 

general resentment, by people in paying taxes to 

government, though the same propel consistently 

require more social service to be provided. Taxes 

should be seen as a part of the civil responsibilities of 

any grown up (taxable) adult and should be prepared 

to meet this obligation. Some tax authorities are also 

accustomed to abolishing justification taxes to gain 

cheap political points. This is to avoid eroding the 

revenue generation objectives of the levying 

authorities. 

c. Poor Assessment and Valuation Problems - The 

determination of the appropriate rate of tax most of 

the time, requires an expert job. Property taxes 

assessment usually requires the knowledge of law 

and valuation and only an expert in such field are 

adequately competent to embark on them. The dearth 

of skilled manpower had, in no doubt, affected the 

performance in tax assessment and valuation.   

d. Absence of Appropriate Legal Document - Property 

taxation matters are statutory in nature; therefore, 

laws are required to regulate their operation. The 

experience in many developing countries is that of a 

complete absence of such legal documents.  When 

present, they are outdated and irrelevant to serve the 

purpose for which they are promulgated.  

e. Lack of Appropriate Tax Policy - The noticeable 

trend in many developing countries today is a 

situation where taxes in operation in the advanced 

world are introduced. This was done without an in 

depth examination of the history and practice of such 

taxes in the countries from there they are copied. This 

factor has been greatly responsible for the constant 

changes on our taxes. However, with the introduction 

of the new Tax Policy by the present administration, 

it is hoped that this will soon become a thing of the 

past. 

 

 

 

 

 

f. Absence or Ineffective of Appeal Machinery - 

Experience has showed that any administered has 

objections and complaints from the tax payer. 

Therefore, administrative machinery should be put in 

place to guarantee that justice is ensuring to both the 

tax payer and the tax authority.  

 

6. FUTURE DIRECTIONS OF PROPERTY TAX 
 

All over the world, government must proactively work out a 

viable revenue profile for the country to fund its expenditure 

with efforts geared towards raising more revenue through 

effective harvesting of existing sources and more importantly, 

imaginative investigation and development of new initiatives. 

Traditionally, revenue, in a state, is the income that a 

government derives from taxes. The following land based 

taxation are reviewed with a view to proposing for their 

adoption in future. 

 

1. Land Use Charge Law – The Lagos Experience 
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 Lagos State Government 

to give legal backing to revenue generation through property 

taxation in order to provide sustainable housing delivery.  

 

The law consolidated the three main property and land based. 

Charges namely, the land rates law of 1984 which covers 

ground rent, premium and other incidentals charges payable by 

the property owners on government land; neighbourhood 

improvises charges which concern levied on owners of private 

estate for which the state government has provided 

infrastructure; and tenement rates which is imposed on 

occupier of a property by the local authority for the provision 

of local services. The curious aspect of his new is that it fails to 

repeal the above laws but rather provided that the levied on the 

property. This is an unusual mix, combining state tax with local 

authority tax irrespective of the constitutional provisions 

relating to the imposition of taxes. 

 

In section 1 (2) the law, it stated that” each local Government 

Area in the state shall be the collecting Authority and it shall be 

the only body empowered to levy and collect land use charges 

for its area of jurisdiction”. This fair enough in section 1 (3), 

however, the music changed as the dame law stated that “each 

collecting authority may delegate to the state  by written 

agreement, its functions with respect to the collection of rates 

and the a assessment of privately owned houses or tenement for 

the  purposes of levying such  rates. In section 3, the 

masquerades in unveiled as the commissioner for finance if 

given the power to undertake the assessment of chargeable 

properties in such areas of the state as he may designate. ” 
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In section 3(2), the commissioner of finance is given powers to 

appoint property identification Officers, qualified assessors and 

others persons as he considers necessary. As it turned out some 

Canadian contractors were observed to have gone round with 

cameras and measuring tapes: assessing property” and in the 

end a most curios formula was contrived for arriving at the 

charge payable namely (LUC= MX ((LA x LV) + (BA x BV x 

PCR)). 

 

It is worthy to note that several other states in Nigeria has 

embraced the introduction of the Land Use Charge 

However, most of the tax practitioners have completely 

opposed to the LUC for several reasons. For example The 

Nigerian Institutions of Estate Surveyors and Valuers opposed 

the tax for the following reasons;   

(1) The law seeks to consolidated taxes with 

differing based and principles. Even if it were 

possible to consolidate these taxes, the effect 

must not result in higher taxes to the payers 

which have not been the case. 

(2) The tax fails when weight against the simply 

cannons of tax namely equity and certainty. The 

tax is not equitable in that it brings together 

everybody into the tax brackets irrespective of 

the individual’s tax liability under the previous 

tax laws. Also the method of assessment is 

uncertain and therefore prone to abuse. A tax 

payer ordinarily should be able to see in advance 

how much tax he is to pay. 

(3) The enumeration and assessment of the tax were 

carried out by non qualified people against the 

provision of the Estate Surveyors and Valuers 

Registration Board of Nigeria (Decree 24 of 

1975) which provided that only registered Estate 

Surveyors and Valuers can carry out valuation 

of interests in land in Nigeria. 

(4) Due to the excessiveness of the tax it could 

engender capital flight to other states or even to 

foreign lands. Evidence so far shows the tax 

(which is calculated as a percentage of the 

capital value of a property) to represent 30% to 

over 100% of the annual rental value of the 

property (N.I.E.S.V., 2002) 

 

2.LandValueTaxation[LVT] 
The greater part of local government revenue in Nigeria is 

derived from taxes levied against real property which is 

referred to as tenement real property rating. In most urban 

areas, this property tax is based on assessment of the fair cash 

value of real property that is land and improvements. In some 

parts of the world the real tax is based on levy against the 

earning power of real estate and in other places and alone 

(excluding improvements) is taxed. The later approached to 

property taxation assessment in called the land tax and 

frequently advocated as an instrument to manipulate the 

development and development of urban areas. 

 

 

 

There are more implications arising from the subject of taxation 

and land development that can be disposed of in this paper. 

Although we have looked at tenement taxation but our 

particular contribution in this paper will be limited to a 

consideration of the prospects of utilizing land taxation in 

Nigeria in Lieu of the real property tax. 

 

 

There are two forms of property taxation; the convectional 

property tax on land and improvements, and land value tax. In 

Nigeria, the conventional property tax referred to as tenement 

rating is adopted in both urban and rural areas without 

considering the tax on land value. Land value or site taxation is 

a method of raising public revenue by means of an annual tax 

on the rental value of land. In Nigeria, some scholars 

(Ogunleye, 2002, 2011, Igwe – Kalu, 2006) including 

professional bodies (N.I.E.S.V., 1998) have also been 

clamouring for the adoption of land value taxation. This aspect 

of the paper is therefore, a contribution to the prospects of land 

value taxation in Nigeria.  

 

We can present the argument for land value taxation by 

reviewing contribution of authors on the merits of land value 

taxation and have grouped them as follows: 

 

Netzer (1974) Present what we call the equity argument. 

Becker (1969) and Netzer (1973) present what we call 

neutrality or efficiency argument. They argue that site taxation 

is neutral in the sense that unlike property taxation, it does not 

interfere with the land use decision of entrepreneurs. 

The stimulus or improvement argument was argued by Holland 

(1969) he argued that land value tax would provide an 

immediate stimulus for the economic development and use of 

urban land. The speculation argument submits that developing 

countries experiences considerable speculation holding of land, 

which mirrors the imperfection their property market. By 

increasing the cost of land value, taxation makes the 

speculation holding of land from development a less attractive 

proposition. The market evidence argument submit that since 

underdevelopment countries have relatively larger number of 

unimproved sites they would have no problem obtaining 

market evidence for the valuation of other sites. 

 

The larger holding argument assumes that in developing 

countries decisions on land market, such as sentimental 

attachment to larger holding as the basis of a a way for life. 

Taxing unimproved value could induced the breakup of such 

unnecessarily larger holding and induce more rational decision 

on the part landowner. 
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In concluding our brief review of literature we would compare 

the above two bases of taxation using the test which Dunkerly 

(1983) suggested. The relevant ones in this case are the equity, 

efficiency and revenue tests. To pass the equity test, the tax 

should provide equity in wealth and income. To pass efficiently 

test the tax should maximise the benefit cost ratio, that tax 

should maximize economic and social benefits while 

minimizing costs. To pass the revenue test, the tax should 

maximize income receivable to government. 

 

Using these test, Shoup (1983) openness that the land tax is 

more equitable than the( tenement) tax especially where 

distribution of land had been biased toward a concentration of 

high income groups. With regards to the efficiently test he 

concludes that land value taxation is more efficient because 

land unlike taxation of improvements does not discourage 

investment in improvements. Regarding the revenue test, his 

revenue performance of land taxation in developing countries 

has not been impressive. The study refers to the case of 

Jamaica which in 1974 completed an 18years process of 

changing from a property tax to a site value tax system, yet 

collected only 5% of its total revenue from land taxes in 1975-

76. 

 

Based on the above, the paper opines that land value tax raise 

and assist in promoting the development of land or its sale. It 

implies less speculation and a more compacts and efficient type 

of urban development. The paper, therefore, proposes its 

adoption in Nigeria. 

 

3. Tax Increment Financing (TIF) 

 

In the past few decades, tax increment financing (TIF) has 

emerged as an increasingly popular tool adopted primarily by 

local governments to finance infrastructure improvements and 

economic development in targeted areas. A municipal 

government that uses the T IF programme identifies a specific 

geographical area (usually a blight area) as the TIF district and 

freezes the assessed valuation of all parcels in the designated 

area for a number of years. Property taxes levied on this frozen 

tax based taxes derived from the increases in assessed value 

(the tax increment) resulting from new development are used 

either to retire any debt the ITF authority has accumulated or to 

accrue to a special fund created to finance development efforts 

in the district.  

 

The creation of a TIF district assure private investors that their 

property taxes are used to pay for infrastructure needs and 

development expenditure in the district which directly benefit 

their businesses, rather than to pay for the general cost of local 

government services. In the absence of TIF, these costs would 

be borne by those investors. Thus TIF serves as geographically 

targeted tax, expenditure and regulatory inducement to a 

location. As Huddleston (1982) suggests, the general purpose 

of TIF programme is to encourage local governments to initiate 

development projects hat could not otherwise be undertaken. 

Tax increment financing is one of the most widely used local 

development policies in the US. By 1997, 48 states had passed 

legislation authorising the use of TIF by local governments.  

 

7. CONCLUSION AND RECOMMENDATIONS 
 

The cost of governance and the provision of basic infrastructure 

are increasing annually. This has led to increase poverty as a 

result of drastic unemployment and employment in the 

Nigeria’s public and private sector. Added to this is 

unavailability of good roads, power, education, hospital etc. In 

other to close the revenue crunch, federal, state, and local 

government continue to increase taxes collected from 

individual and groups without provision of the needed 

infrastructure and adequate employment. 

The property tax system has great potentials for enhancing 

internally generated revenue for both the state and local 

governments. The revenue derivable from the system remains 

largely untapped due to lack of political will to implement the 

system, efficient implementation, non engagement of the 

services of the professionals, and corruption. If the tax system 

is properly instituted and efficiently implemented, it will go a 

long way to enhance internally generated revenue and reduce 

dependence on the federation account and consequently 

increases the autonomy of lower tiers of government and 

decentralisation of political administration. Land taxes being 

the major sources of local government revenue required more 

than ever before and overhaul that will bring about tax justice 

and efficiently. The reengineering of the land tax system is 

feasible and viable in Nigeria as in most other countries.  

 

In order to optimize internally generated revenue collection, 

revenue collection agencies must align their ICT investments 

with corporate strategies and organizational objectives.  In the 

implementation of the property tax system, however, 

collaboration between the state and local governments is 

essential to reduce cost burden and provide sufficient levels of 

the needed skills and technology. The concluding part of this 

paper will focus on recommendations for effective and efficient 

property based taxation delivery system in Nigeria. They are 

stated hereunder as follows; 

 

a. Government at all levels must engage itself in a systematic 

sensitization process through constructive training and re-

training of government officials including governors and local 

government chairman. These trainings are centered on the 

education of officials pertaining to their rights, duties, and 

obligation concerning existing tax laws and formulating of tax 

policies. The tax law, policy and implementation must be 

geared towards improving the quality of life of Nigerians 

generally, by maximizing the revenue base of the nation and 

not imposing of undue and unnecessary burden on the citizens. 

The realization of increased IGR through taxation is guided by 

creating efficient, objective, and people oriented tax structures 

at all levels of government, as well as running a government of 

prudence in purchasing and accountability in government 

expenditure. This approach will encourage people to be more 

tax friendly and cooperative in payment of taxes through 

voluntary compliance. 

 

b. All property based taxes be harmonized and reviewed in line 

with the principles of taxation to enhance their administration 

performance. 
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c. VAT should be comprehensively reviewed in the light of 

anomalies and ambiguities in the amendments contained in 

Decree Nos 18, 19, and 21 of 1998, and all property transaction 

should be exempted in order to encourage property 

development. 

 
d. The Capital Gains Tax should be reviewed to take account of 

value appreciation due to inflation and currency for that only 

actual gains are taxed. In order to ensure equitability and 

fairness, assessment for his Tax should be based on 

professional valuation of the properties. 

e.  A lot of income accruing from property escapes taxation 

because of paucity of information relation to ownership and 

recommended a comprehensively compulsory registration or 

recording of property ownership in the country. 

 

f.  Assessment for Estate Duty should be based on professional 

valuation in order to ensure uniformity and fairness, and 

graduated rate for tax should apply. 

 
 g. Under the Land Use Decree No 6 of 1978, Governor’s 

consent to subsequent transactions attracts a fee. The 

assessment for this fee should be based on professional 

valuation, in order to ensure uniformity and transparency. 

Additionally, this fee should be minimal to cover only 

administrative costs, in order to enhance volume of transaction 

and voluntary release of information there to. 

 

h. Valuation and rating department should be established in 

every local government council, for the administration of this 

tax while valuation lists should be prepared every years and 

tone every year. Government and Tax Authorities should 

ensure transparency and accountability in the assessment 

collection and disbarment of all taxes. The people deserve to 

know how taxes paid by them are being in order to encourage 

voluntary compliance. Based on this, the deployment of ICT 

solution will assist revenue agencies to effectively and 

efficiently discharge their mandate in terms of identification 

and registration of tax payers, returns and payment processing, 

audit, accounting and other tax administration functions. This 

will also reduce tax evasion 

 

i.  Kiabel and Nwokah (2009), have argued that tax consultants 

have accomplished increase internally generated revenue in 

states, update of master register, change in staff orientation, 

voluntary companies to tax payment, professionalism in 

taxation, debt recovery etc, opponents to the use of tax. There 

should therefore, be a provision in the tax laws to support the 

appointment of Estate Surveyors and Valuers. Again, Estate 

Surveyors & Valuers should be involved in policy formulation, 

assessment of capital and annual values for all property based 

taxes identified above and having identified these roles of the 

Estate Surveyors & Valuers, on the need for the Nigerian 

institution of Estate Surveyors and Valuers to be a member of 

the Joint Tax Board.  

 

 

 

 

 

j. In growing our Internally Generated Revenue (IGR), our focus 

should be on growing the tax system, which comprises of the tax 

policy, the tax legislation and ultimately the tax administration. 

After some extensive work and series of consultation with 

stakeholders, the Presidential Committee on the National Tax 

Policy and its Technical Committee presented the draft policy to 

the Federal Executive Council (FEC) in 2010 and FEC approved 

the National Tax Policy for the country. This is a pointer to good 

taxation in the country and all stakeholders are enjoined to take 

advantage of this policy. For the development of the tax 

legislations, we need to collaborate with our representatives at 

the National and State Houses of Assembly for the passage of 

all outstanding tax bills before them. The tax administration 

needs to focus on who are its taxpayers and what is their spread. 

The combination of these factors will assist in determining what 

rates to apply where and when to apply such rates. These three 

factors do not take away anything from the extant legislations, 

but provide sufficient guide in the mix of policy, legislation and 

administration machineries. 
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