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EXECUTIVE SUMMARY 
 

This Economic Impact Assessment (EIA) was commissioned by ENABLE (Enhancing Nigerian Advocacy for 

a Better Business Environment) to evaluate the impact of the Lagos state Local Levies Bill 2010 on micro 

enterprises and SMEs in the state. The Lagos State Government, in recognition of the problem 

represented by multiple taxes, introduced the Local Government Levies Law in July 2010, with the aim of 

streamlining taxes and levies demanded by local governments in the state. The Lagos Chamber of 

Commerce and Industries (LCCI) with support from ENABLE played a significant role towards the passage 

and implementation of this Law through effective and evidence-based advocacy. 

 

The impact assessment reveals that due to the improved tax system in Lagos, around 55% of micro 

enterprises in the State are now able to make savings on tax payment and the average tax savings is 

N1,343 per annum.  Of approximately 880,805 micro-enterprises in Lagos State, it can be estimated 

(adopting extrapolation method) that 484,443 of them are benefitting from the implementation of this 

law. Hence, the estimated annual tax savings made by micro enterprises is N 650, 606,949. Other major 

findings of the study are: 

 About seven in every ten of the sampled micro enterprises were aware of the levies law in Lagos 
state, with only 54% of them reporting they have ‘moderate’ understanding of the law. 

 97% of respondents confirmed there was a problem of ‘multiple taxation’ before 2010, and 87% of 
them perceived it as serious a burden. 

 Six in every ten micro enterprises confirmed that there are still unauthorized tax collectors in their 
local government areas, while 70% of business owners confirmed they are still being harassed. 

 Only about half of the micro enterprises reported they were able to identify legal tax collectors in 
their areas. 

  30% of micro enterprises no longer pay multiple taxes. 
 One in four micro enterprises still pays multiple taxes, though in reduced amount compared to the 

period before the law was passed. 
 15% of micro enterprises still pay multiple taxes, and in even higher amounts compared to the 

period before the law was passed. Three in every ten micro enterprises still pay the exact amount as 
before in multiple taxes. 

 By overall analysis, 55% of the micro enterprises in the sample reported that the law has caused a 
reduction in the cost of doing business, as they have been able to make savings on the amount they 
spend on tax. 

 Corrupt tax official and touts constitute the majority of people that still collect multiple taxes from 
business owners. 
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INTRODUCTION 
 
Taxes and levies are a major revenue source for federal, state and local governments in Nigeria with 

numerous taxes often emanating from the same source or different agencies of the same government 

covering the same issues (World Bank, 2011). Taxes and levies at sub-national levels represent an 

important source of internally generated revenue for these entities. The Lagos State Government has 

embarked on awareness programs on the value of taxation to compel individuals and businesses to pay 

their tax. This has resulted in increased recognition of taxation by micro, small and medium enterprises 

(MSMEs) (LCCI & CPPA policy evaluation report, May 2012). 

 

The issue of multiple taxation however is one of the biggest hindrances to tax compliance by MSMEs 

and has also been defined as a major obstacle to MSME growth in Nigeria (LCCI & CPPA, 2012). ENABLE 

partnered with the Organised Private Sector (OPS) and the Lagos Chamber of Commerce and Industry 

(LCCI) to improve the business environment for Lagos MSMEs through reducing the incidence of 

multiple taxation.  Both LCCI and OPS were instrumental in advocating the need for tax reform, and 

harmonizing the tax structure and collection system. According to a report by the Nigerian Bureau of 

Statistics (NBS) and the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), Lagos 

has highest number of MSMEs in Nigeria (around 885,340), of which 880,805 are defined as micro 

enterprises1. Due to LCCI’s strong evidence-based advocacy, along with the support and demand from 

the local governments, the Lagos State Government, in recognition of the problem caused by multiple 

taxation, introduced the Local Government Levies Law in July 2010 with the aim of streamlining taxes 

and levies. 

 

In May 2012, LCCI with support from ENABLE conducted a study through CPPA to evaluate the impact of 

the Bill on LCCI’s business members as well as other MSMEs in Lagos. The evaluation found that around 

63% of businesses sampled reported that the law had caused a reduction in the cost of doing business. 

However, that study did not measure the net tax savings of the MSMEs due to the improved taxation 

system.  

 

                                                             
1 Micro Enterprises are those enterprises whose total assets (excluding land and buildings) are less than Five 
Million Naira with a workforce not exceeding ten employees.  
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In July 2013, ENABLE commissioned an Economic Impact Assessment survey to measure the net tax 

savings made by microenterprises in Lagos who have benefitted from the law. 
 

OBJECTIVES OF STUDY 
This study aims to: 

 Measure the impact of the Local Government Levies Law 2010 on the micro enterprises in 

Lagos, in terms of beneficiary outreach and actual tax savings of beneficiaries.  

 Assess the implementation status and effectiveness of the Law. 

 Assess the awareness level of micro enterprises about the Local Levies Law 2010. 

METHODOLOGY 
 

The study assumed a quantitative, cross sectional design with modified sampling approach. Six Local 

Government Areas (LGAs) were sampled: Ikeja, Lagos Island, Surulere, Alimosho, Kosofe and Ikorodu. A 

total of 103 micro enterprises were sampled in this study.  

 

The target population comprised of micro enterprises only. Screener questions were used to select the 

appropriate businesses that best met the selection criteria which were: existence of the business for at 

least 5 years in the selected LGA; less than 10 employees per business, with asset value of less than 5 

million Naira (excluding land and building value); and tax payment at least since 2009. 

 

The sampling population consisted of micro enterprises from the previous survey conducted by CPPA 

and LCCI in 2012, as well as fresh respondents. Random sampling (probability sampling technique), 

purposive sampling, and snowball approach (non-probability sampling techniques) were used to select 

respondents. Eligible respondents were then selected on quota across different business sectors, using 

an unequal sampling procedure. A structured questionnaire was designed to elicit the needed 

information from respondents. 

 

Strict quality control measures were employed to ensure that quality data was collected from 

respondents, including the review of all completed questionnaires, on-the-spot and back-checking and 

group interviews where appropriate. The sample size collected was more than the quota to minimize ‘no 
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response’ and attrition in order to mitigate eventualities that may have come up during the course of 

fieldwork.  

The sample data collected was processed with Statistical Package for the Social Sciences (now Predictive 

Analytical Software), and Microsoft Excel. Descriptive statistics (mean) was then used to determine the 

average tax savings due to the implementation of the law. To achieve this: 

 The total amount spent in multiple taxation by each micro enterprise was determined based on 

the illegal amount (paid to unauthorized levy collectors, or in excess of official rates even if 

received by authorized levy collectors) of levy paid for different items before and after the Law 

was passed in 2010. 

 The savings or additional tax paid by each interviewed micro enterprise was then determined by 

computing the difference in the amount spent annually before and after the passage of Law.   

 Among the sample, businesses which were found to be paying less or no multiple taxes after the 

passage of law were counted as beneficiaries. Total savings of the sampled beneficiaries was 

divided by the total number of beneficiaries to compute the average saving of the Lagos 

microenterprise. 

The sampled MEs can be grouped into four categories as follows: 

 MEs paying Multiple Taxes (MT) before July 2010, but not paying anymore: These are micro 

enterprises which were paying multiple taxes before the Levies Law was passed in July 

2010, but which no longer pay illegal fees. 

 MEs paying MT before July 2010, but now pay less: These are micro enterprises that were 

paying multiple taxes before the law was passed in July 2010, and are still paying, albeit at 

reduced rates in terms of amount of tax. 

  MEs paying MT before July 2010, and still paying the exact amount: Micro enterprises that were 

paying multiple taxes before the law was passed in July 2010, and are still paying the same 

amount. 

 MEs paying MT before July 2010, now paying more: These are micro enterprises that were 

paying multiple taxes before the law was passed in July 2010, and now pay more than before. 
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LIMITATION 

The major limitation of this Economic Impact Assessment is its sampling coverage in terms of number of 

LGAs (local government areas) covered and sample size. Out of 20 LGAs in Lagos this study covered only 

6, and total sample size was only 103. As a result, the findings of this impact assessment might be biased 

towards the sampled LGAs only, and not fully representative of the entire business population of Lagos. 
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STUDY RESULTS 
 

Total Beneficiary Outreach and Tax Savings by the Micro Enterprises 
 

The survey aimed to determine the impact of the Levies Law on micro enterprises in Lagos. The analysis 

demonstrates that there has been significant reduction in the amount (in naira) spent by these 

businesses on multiple taxation. The survey results reveal that overall, 55% of micro enterprises have 

made tax savings as a result of the Law in addressing the issue of multiple taxation in the State. 

Applying the linear extrapolation method, an estimated four hundred and eighty four thousand four 

hundred and forty three (484,443 out of 880,805) MEs are expected to be positively affected, and no 

longer paying, or paying less multiple taxes. Another key finding is that on average, each of the 

benefitting MEs is making a savings of N 1,343 per year, which when extrapolated gives N 650, 606,949 

as total savings per year by the 484,443 microenterprises. 
 

Of the micro enterprises sampled, Wholesale and Retail constitute the largest proportion (70%), while 

other sectors such as Information and Communication Technology, Transportation, Accommodation and 

Food Service Activities, and Technical Activities make up 30%. There was a skew in the gender 

ownership of the businesses as 65% of businesses are owned by males. A high proportion of 

respondents provided their complete contact information such as telephone numbers and address. 

 
According to the NBS and SMEDAN report of 2010, micro enterprises make up a significant proportion 

(up to 99.5%; n=880,805) of MSMEs in Lagos state. A summary of key results is shown in Table 1 below: 

 

Table 1: Estimated total micro enterprise outreach and tax savings due to Lagos Local Levies Law 

% of MEs that made savings 55% 
Average levies paid by the benefitting MEs  before the Law  N4,381 (£17.5) 
Average levies paid by the benefitting MEs  after the Law  N3,038 (£12.1) 
Average tax saved by the benefitting MEs   N1,343 (£5.37) 
Number of MEs in Lagos 880,805 
Total estimated number of MEs benefitting in 2012-13 484,443 
Total estimated tax savings in 2012-13 N 650, 606,949 (£260,2428) 
Note: the currency conversion from naira to pound was calculated using exchange rate of N250 to £1  
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Figure 1: Distribution of micro enterprises in Lagos based on the impact of the Local Levies Law 

 

Awareness, Status and Effectiveness of the Local Levies Law 
 

Higher proportions (66%) of the micro business owners are aware of the levies law, while only 34% are 

passively aware.  This is an improved observation when compared with the previous study, where only 

45% of the respondents were actively aware of the Law. 

 

Table 2: Awareness of the Law, source of information and knowledge assessment 
Indicators % 

Micro business awareness of the revised Local Levies Law and the list of approved levies 
signed into law in 2010 

 

        Aware 66 
        Not aware 34 

 
Source of information % 
       The Local Government 38 
       A friend 6 
       The newspaper 6 
       The radio or television 50 

 
Knowledge assessment of the Law % 
      Very high 6 
      High 21 
      Moderate 54 
      Low 15 
      Don’t know 4 
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Among the respondents who were aware, only 6% rate their understanding very high, 21% rated as 

high, 54% as moderate, 15% as low, and 4% stated ‘I don’t know’. Overall, 50% of respondents got their 

information from the radio or television, 38% from the local government, while other sources include 

friends or newspapers. 

However, there is still paucity of knowledge among business owners concerning the exact amounts for 

specific levies payable.  

97% of the micro enterprise owners confirmed there was a problem of ‘multiple taxation’ before 2010; 

of which 87% stated it was a serious problem. This is also an improved observation when compared with 

findings from the previous (2012) study where 83% of the respondents confirmed the problem of 

multiple-taxation and its severity. 

Table 3: Multiple taxation before the advent of the law 

 

About six in every ten micro enterprise owners (62%) stated that unauthorized tax collectors still exist in 

their local government areas, of which seven in every of these ten said they are still being harassed by 

the unauthorized collectors at the time the study was conducted. 

Table 4: Information on unauthorised levy collector 

Indicator % 
Respondents observation on multiple taxation: “Do you think there was a problem of 
‘multiple taxation’ before 2010?” 

 

Yes 97 
 
Severity of ‘multiple taxation’ as a problem % 
      Very serious 45 
      Somewhat serious 42 
      Undecided 8 
      Not too serious 4 
      Not at all serious 1 

Indicators % 
Existence of unauthorized tax collectors in Local Government Areas after the passage of the 
Law (“Are there still unauthorized tax collectors in your local government area?”) 

 

      Still in existence 62 
       Not anymore 38 

 
Do they still harass you for fees after you have paid to the local government?  
      Yes 73 
       No 27 
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Over half (54%) of the business owners claimed they can now identify the legal tax collectors. This may 

inform a logical assumption that although there are still unauthorized collectors, some micro business 

owners no longer respond to their threats nor pay multiple levies or illegal fees. This may also justify the 

observed fifty-five percent of micro enterprises that have been able to make savings. 

 
Figure 2: Distribution of micro enterprises in Lagos, based on their knowledge of legal levy collector 

 
 

33% of micro enterprise owners are of the opinion that the Law has been effective in solving the issues 

of ‘multiple taxation’ since it was passed in 2010, while 23% think it has not been ‘too effective’. In 

contrast, 17% do not feel the Law has been effective at all, and 27% were of neutral opinion. 

36% of the business owners agreed that there have been improvements in the tax system of Local 

Governments in Lagos State since 2010, 37% said no, while 27% were neutral. 

Table 5: Assessment of performance of the law 
Indicators % 

Assessment of the performance of the Law in solving ‘multiple taxation’ since 2010  
       Very effective 13 
       Somewhat effective 20 
       Neutral 27 
       Not too effective 23 
       Not at all effective 17 

 

“Generally, do you think there have been improvements in the tax system of Local 
Governments in Lagos State since 2010?” 

% 

     Yes 36 
     No 37 

     Don’t know 27 
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Types of Levies Paid and Classification Based on Tax Savings 
 

Micro enterprises pay different levies and taxes to the Local Government, such as tenement rates, shop 

and kiosk rates, open market levy, public convenience, sewage and refuse disposal fees, Radio and 

television license fee etc. In addition, business owners claimed they pay other types of levies such as 

shop extension, lock up shop, sticker permit, food regulation permit, and trade permit. Of these other 

levy types, lock up shop permit is predominant. 

Levies can be paid through the bank, at the local government office, directly to a local government 

official, through market associations or by a combination of these alternatives as deemed fit by the 

business owners. 

Other than the Local Government that collect levies on items, micro enterprises report that other 

people collect the same levy types from them (illegal or multiple levies) under different disguises. Chief 

among these illegal tax collectors are corrupt tax officials and local touts or ‘area boys’. 

30% of the micro enterprises no longer pay illegal taxes, 25% still pay but in reduced amount since the 

passage of the law, 15% pay more than before, while another 30% pay exact amount of taxes. 

 

Table 6: Classification of micro enterprises based on tax savings due to Local Levies Bill 

Note: MEs = Micro enterprises. 
 
 
 

 

 

 % 
A. MEs paying before July 2010 and not paying anymore 30 
B. MEs paying before July 2010 and now paying less 25 
C. MEs paying before July 2010 and now paying more  15 
D. MEs paying before July 2010 and still paying exact amount 30 

 
Classification of micro  enterprises  based on savings % 
MEs that made savings(A+B) 55 
MEs that have not made savings(C+D) 45 
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OBSERVATIONS 
 

Several observations were made during the course of the survey. These are summarised below: 

 There is still paucity of knowledge of the Law among the micro enterprise owners, though this 

varies by local government areas. 

 There is still lack of in-depth knowledge among the business owners on the exact amount for 

specific levy items, and some claim they are forced to pay arbitrary amounts by corrupt levy 

collectors. 

 Many respondents claim the receipts from local government officials do not reflect the exact 

amount they pay for levies, as they were either reduced by half or varying proportions. This is 

illegal and of particular importance in registering the collection of illegal levies by business 

organizations (BOs). 

 Some miscreants claim to represent the local government and often pose as local government 

tax collectors. Business owners are threatened to pay multiple taxes or provide bribe at the very 

least. Failure to comply often results in varying degrees of conflict. 

CONCLUSION AND POLICY RECOMMENDATIONS 
 

The review of the impact of the Lagos Levies Law on multiple taxation and illegal tax collection indicated 

a positive outcome. 54% of the micro enterprise owners are now able to identify legal tax collectors, 

30% and a quarter (25%) of them either no longer pay such fees or now pay less respectively, leading to 

reduced payment of illegal taxes, and reduced compliance costs.  

However, there is still a lot to be done as 45% of the sampled population and by extrapolation 396,362 

micro enterprises in the state, are still being affected by multiple taxation or illegal fees. Hence these 

business owners have not made any savings or even pay more. 

The findings from this study therefore necessitate the following recommendations that may need to be 
addressed in order to improve the effectiveness of this policy on the business environment in the State: 



Economic Impact Assessment of the Lagos State Local Levies Law                                                                         July 2013 

 
 

12 
 

 Increased awareness among business owners in all Local Government Areas. This is necessary as 

it was observed that awareness of the law and its importance varies among business owners in 

different LGAs. The local government representatives should see this as a matter of urgency. 
 

 There were complaints that majority of levies collectors from the local government are corrupt. 

Some of these corrupt officials do not issue receipts that reflect the exact amount business 

owners pay, as they were either reduced by half or a certain proportion. Hence, the local 

government authority needs to enforce the dictates of the law according Section 11 (c)  that 

imposes a strict sanction of three years imprisonment (or fines of up to N500,000) for offenders 

on the side of the local government such as unauthorized agents, staff, or officials acting in a 

capacity not approved by the LGA. The payment of levies through the banks should be further 

encouraged. Also payment could be done via online portals, thus supporting the Central Bank of 

Nigeria (CBN) cashless policy initiative. 

 
 The problem of touts still remains a key issue to be addressed. Although some micro enterprise 

owners report there has been a reduction in the level of harassment, others suffer various 

threats from these touts. More should be done in creating awareness on citizens’ rights in order 

to protect business owners from unwarranted threats and extortion. 

 
 To facilitate easy access to appropriate authority, besides the use of complaint boxes, local 

government secretariat should also have telephone help lines for business owners to make 

direct complaints, especially when being harassed by touts, unauthorised collectors or corrupt 

local government levy collectors. 
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APPENDIX 

Structured Interview Questionnaire 
 

Impact Assessment: Income Gain of Micro-enterprises from the Lagos Local Government Levy Bill 

 

SCREENER QUESTIONS to identify the target beneficiary 

A. How long have you been in a business in Lagos? 
Less than 5 years 1                               INST:  If 5 years or more, proceed to second screener question. 

                                         Else, terminate the interview.        5 years or more 2 
 

B. What is your business size in terms of employees and assets value? Please tick ‘1’ or ‘2’ 
Number of employees Total Assets value (excluding land and building)  

Less than 10 1     Less than/equal to 5 million Naira 1 
More than 10 2                                 More than 5 million Naira 2 

INST: If number of employees is less than 10 and asset value is less than or equal to 5 million Naira, then continue interview. 
 

 

C. Have you been paying levies (in any form) to the Local/State Government, at least since 2009? Please tick ‘1’ or ‘2’ 
Yes 1  

              INST: If response is ‘NO’ terminate interview, and seek another respondent. No 2 
 
SECTION A: SOCIO-DEMOGRAPHIC INFORMATION OF BUSINESS 
 

A1. Business Name:  
 

A2. Business Address:  
 

A3. Business Phone number:  
A4.  Gender of business owner: (1) Male       (2)   Female 
 
A5. What is the main activity of your business? 
Wholesale or Retail trade 1  
Agriculture, Forestry and Farming 2 
Information and Communication 3 
Manufacturing 4  
Construction 5 
Transportation 6 
Accommodation and Food Services Activities 7 
Professional, scientific and Technical Activities 8 
Education 9 
Other (specify).......................................................... 10 
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SECTION B: AWARENESS OF THE LEVIES LAW AND PERFORMANCE ASSESSMENT 
 

B1. Are you aware of the revised Local Govt. Levies Law and the schedule of approved Levies signed into law in 
2010? 

  Yes  No 

B2.  If yes, how did you get to know? (Write N/A if respondent said ‘NO’ to A1) 
a.  Local Govt. b. From a friend c. From Newspaper d. On Radio/TV e. Internet f. Others 
B3.  How would you rate your understanding of the law? 
a. Very high b. High  c. Moderate d. Low e. Don’t know 
B4. Do you think there was a problem of multiple taxation before July 2010? Yes No 
B5.  If yes, how serious was the problem? 
a. Very serious b. Somewhat serious c. Undecided d. Not too serious e. Not at all serious 
B6. Are there still unauthorized tax collectors in your local government area? Yes No 
B7. Do they still harass you to collect any fee, after you have paid to the local government? Yes No 
B8. Are you able to identify the legal tax collectors now? Yes No 
 
B9. How do you pay your levies now? 
Through the bank 1  
At the local government office 2 
Directly to a local government official 3 
Through association 4 
Other (specify).......................................................... 5 
 
 
 
SECTION C: DETERMINATION OF SAVING MADE AS A RESULT OF THE LAW 
 
C1. Since you have been paying levies, who else other than the Local Government used to collect levies on the following levy 
items before July 2010 and After July 2010? Please mention the amount per year. 
  

Levy Items Before July 2010 After July 2010 

  Title of the Levy 
collector other than 
Local Government 

Amount per 
year 
(Naira) 

Title of the Levy 
collector other than 
Local Government 

Amount 
per year 
(Naira) 

a. Tenement rates     
b. Shop and Kiosks rates     
c. Open Market Levy     
d. Licensing fee for sale of liquor     
e. Public convenience, sewage & refuse disposal 

fees 
    

f. Motor park levy (incl. motor cycle and tricycle)     
g. Parking fee on LG streets/roads     
h. Domestic animal license fee (excluding 

poultry) 
    

i. License fees for bicycle, trucks, canoes, 
wheelbarrows and carts (excluding 
mechanically propelled trucks) 

    

j. Radio and television license fee     
k. Slaughter slab license fee in abattoirs     
l. Others….     
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C2. Do you pay levies to the State Government? Yes No 
C3. Who else other than State Government used to collect levies on the following levy items before July 2010 and After July 
2010? Please mention the amount per year. 
  

Levy Items Before July 2010 After July 2010 

  Title of the Levy 
collector other than 
State Government 

Amount 
per year 
(Naira) 

Title of the Levy 
collector other than 
State Government 

Amount 
per year 
(Naira) 

a. Corporate business permit     
b. Commercial premises rate     
c. Corporate parking (within company premises)     
d. Vehicle radio permit or clearance     
e. Satellite/Mast permit     
f. Vehicle environment protection fees     
g. Outdoor Environmental Sanitation Agency 

fees 
    

h. Mobile Advert Permit     
i. Computer use permit     
j. Inter State Revenue     
k. Penalty for seat belt default     
l. Computer License fee     
m. Others….     
 
 
 
SECTION D: OTHERS 
 
D1.  How would you describe the performance of the Law in solving the issue of ‘Multiple Taxation’ since it was passed in July 
2010? 

Very effective Somewhat effective Neutral Not too effective Not at all effective 
D2. Generally, do you think there have been improvements in the tax system of Local Governments in Lagos State since 2010? 

Yes No Don’t know 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Name of Interviewer: _________________________  Phone Number: ______________________  Date: __________________ 


