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ABSTRACT 

This study examined the relationship between taxpayers' perceptions of tax fairness, efficiency and 

transparency, and their tendency to evade taxes in Yenagoa Metropolis, Bayelsa State. The study adopted 

a survey design technique with a sample size of 333 micro, small, and medium-scale enterprises 

(MSMEs) business owners. Two Hundred and Seventy Two (272) copies of questionnaire were filled and 

retrieved, accounting for 81.7% response rate. Regression data analysis technique was employed to 

analyze the data which revealed that; tax fairness showing a significant and negative relationship with tax 

evasion (β = -0.912, t = -9.12, p = 0.000), efficiency also showing a significant and negative relationship 

with tax evasion (β = -0.836, t = -6.97, p = 0.002), and transparency showing a significant negative 

relationship with tax evasion (β = -0.778, t = -7.07, p = 0.001). The model explained 74% of the variance 

in tax evasion, and the overall model was statistically significant (F-statistic = 28.56, p = 0.000). In 

conclusion, the study emphasized that perceptions of fairness, efficiency, and transparency are vital in 

promoting tax compliance among MSMEs in Yenagoa. When business owners believe that the tax system 

is fair, efficient, and transparent, they are more likely to comply with tax regulations, reducing evasion. 

Based on the findings, it is recommended that, equitable and transparent tax rates for all business sizes is 

required, demonstration of visible use of the tax proceeds through infrastructure and services would 

enhance economic development, and simplify tax procedures would reduce bureaucratic barriers. 

Keywords: Perceptions of Taxation, Tax Evasion, Tax Fairness, Tax Transparency, Tax Compliance. 

 

INTRODUCTION 

Taxation remains a critical instrument through which governments mobilise revenue to finance public 

goods, infrastructure, and socio-economic development. In developing economies such as Nigeria, 

however, the effectiveness of tax systems is often undermined by widespread tax evasion, weak 

enforcement mechanisms, and low levels of trust between taxpayers and government institutions. These 

challenges are particularly evident within urban centres with high informal sector activity, where micro, 

small and medium scale businesses (MSMEs) dominate economic life. Taxpayers' perceptions of tax 

fairness, efficiency, and transparency play a vital role in shaping compliance behaviour, as individuals are 

less likely to fulfil tax obligations when they perceive the tax system as inequitable, poorly managed, or 

opaque. 
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Yenagoa Metropolis, the capital of Bayelsa State, hosts a rapidly growing MSME sector that contributes 

significantly to employment generation and local economic development. Government interventions, 

including a ₦13.8 billion post-COVID-19 MSME support programme and various empowerment 

initiatives, have stimulated entrepreneurial activity across the state. Despite these efforts, tax compliance 

among small-scale businesses remains critically low, contributing to weak internally generated revenue. 

Empirical evidence indicates that a substantial proportion of informal business operators in Yenagoa earn 

relatively high daily incomes yet remain outside the tax net, representing significant untapped revenue 

potential. 

Persistent tax evasion among these businesses has been linked to perceptions of excessive taxation, 

inefficient utilization of tax proceeds, lack of transparency, and weak enforcement of tax laws. While 

previous studies in Nigeria have examined general determinants of tax compliance, limited attention has 

been given to how taxpayers' perceptions of fairness, efficiency, and transparency influence tax evasion in 

Yenagoa. This study therefore examined the relationship between these perceptual factors and tax evasion 

among micro, small and medium scale businesses in Yenagoa Metropolis, with the aim of informing more 

effective, inclusive, and trust-based tax policy design. Thus, the hypotheses include: 

H01: there is no significant relationship between tax fairness and tax evasion among micro, small and 

medium scale businesses in Yenagoa Metropolis. 

H02: there is no significant relationship between efficiency and tax evasion among micro, small and 

medium scale businesses in Yenagoa Metropolis. 

H03: there is no significant relationship between transparency and tax evasion among micro, small and 

medium scale businesses in Yenagoa Metropolis. 

 

LITERATURE REVIEW 

Conceptual Clarification 

Tax Evasion 

Tax evasion is a major challenge in developing countries such as Nigeria and is especially prevalent 

within the informal sector. It involves deliberate and illegal actions by individuals or businesses to avoid 

paying taxes, including underreporting income and operating without registration. In urban areas like 

Yenagoa, micro, small, and medium-sized enterprises (MSMEs) play a vital role in employment and 

economic activity, yet many evade taxes. This behaviour is often driven by perceptions of unfair taxation, 

high tax burdens, weak enforcement, and the absence of visible benefits from tax revenue (Eme & Uche, 

2021). 

In Yenagoa, many MSMEs operate informally, making monitoring difficult for tax authorities. Business 

owners frequently view taxation as unjustified due to poor public services such as inadequate roads and 

healthcare (Oluwatobi & Olanrewaju, 2021). Weak enforcement and limited transparency further 

encourage non-compliance. Addressing tax evasion therefore requires improving tax fairness, 

transparency, enforcement, and public awareness to rebuild trust and promote voluntary compliance 

(Akinboade & Gangi, 2022). 

Taxpayers' Perception 
Taxpayers' perceptions significantly influence tax compliance, particularly in developing economies like 

Nigeria. Among MSMEs in Yenagoa, perceptions of tax fairness, efficiency, and transparency strongly 

determine compliance behaviour. When taxes are perceived as excessive, arbitrary, or poorly 

administered, voluntary compliance declines (Eme & Uche, 2021). Many MSME operators in Yenagoa 

believe that taxes paid do not translate into tangible public benefits such as improved infrastructure or 

healthcare services, which discourages compliance (Oluwatobi & Olanrewaju, 2021). Additionally, weak 

enforcement and low visibility of tax officials in informal markets create the perception that tax evasion is 

easy and justifiable (Oloyede et al., 2022). Improving taxpayers' perceptions requires strengthening 

fairness, efficiency, transparency, and communication to demonstrate the benefits of taxation and enhance 

compliance (Akinboade & Gangi, 2022). 
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Tax Fairness and Tax Evasion 
Tax fairness is a key determinant of tax compliance, particularly among MSMEs in developing countries 

like Nigeria. In Yenagoa, perceptions of unfair or inequitable tax treatment strongly influence tax evasion 

behaviour. When business owners believe tax rates are excessive, arbitrary, or inconsistently applied, they 

are less willing to comply (Akinboade & Gangi, 2022). Many MSME operators in Yenagoa feel burdened 

by taxes without receiving corresponding public benefits. The lack of visible improvements in 

infrastructure and public services fosters a sense of injustice and encourages tax evasion (Eme & Uche, 

2021). Perceptions that tax revenues are mismanaged further weaken compliance (Oloyede et al., 2022). 

Ensuring tax fairness through equitable tax policies, transparent administration, and visible outcomes can 

foster trust and significantly reduce tax evasion among MSMEs in Yenagoa. 

Efficiency and Tax Evasion 
Efficiency in tax administration involves both effective tax collection and the prudent utilisation of tax 

revenues. In Yenagoa, perceptions of inefficiency in the use of tax proceeds contribute significantly to tax 

evasion among MSMEs. When business owners do not observe improvements in public infrastructure, 

healthcare, or education, they question the value of paying taxes (Oluwatobi & Olanrewaju, 2021). This 

perceived inefficiency undermines trust in government and discourages voluntary compliance. Efficient 

use of tax revenues, demonstrated through visible community development, can motivate taxpayers to 

view taxes as investments rather than burdens (Eme & Uche, 2021). Improving efficiency in tax 

administration and public expenditure is therefore essential to reducing tax evasion and promoting 

sustainable economic development in Yenagoa (Akinboade & Gangi, 2022). 

Transparency and Tax Evasion 
Transparency in tax administration plays a crucial role in reducing tax evasion, especially in informal 

economies. A transparent tax system enables taxpayers to understand how taxes are assessed, collected, 

and utilised, thereby encouraging compliance (Akinboade & Gangi, 2022). In Yenagoa Metropolis, 

limited transparency has contributed to widespread tax evasion among MSMEs. Many business owners 

lack clear information on tax rates and revenue usage, leading to perceptions of corruption or inefficiency 

(Eme & Uche, 2021). This uncertainty discourages compliance and fosters distrust in the tax system 

(Oluwatobi & Olanrewaju, 2021). Enhancing transparency through clear communication, accountability, 

and public reporting can rebuild trust and improve tax compliance among MSMEs in Yenagoa (Oloyede 

et al., 2022). 

 

Theoretical Framework 

This study is anchored on the Benefit Theory of Taxation, developed by Wicksell (1896) and Lindahl 

(1919). The theory posits that taxpayers are more willing to comply when they perceive a direct 

relationship between taxes paid and benefits received. It emphasized that taxation should reflect the value 

of public services enjoyed, such as infrastructure, healthcare, and education (Musgrave, 2018). In the 

context of Yenagoa, MSMEs are more likely to evade taxes if they do not perceive tangible benefits from 

their tax contributions. Poor public services and limited visibility of tax outcomes reinforce perceptions of 

unfairness and discourage compliance (Eme & Uche, 2021). Improving the visibility and quality of public 

services can strengthen trust and voluntary compliance, making the Benefit Theory particularly relevant 

for understanding tax evasion among MSMEs in informal economies. 

 

Empirical Literature 

Akinboade and Gangi (2022) examined the impact of tax education, income, and age on tax compliance 

in Nigeria. The research used a sample of 500 respondents, employing quantitative data. The method of 

analysis was regression analysis. The results revealed that tax education (β = 0.54, p < 0.01) and income 

(β = 0.48, p < 0.05) significantly influenced tax compliance. The study concluded that improving tax 

education and targeting higher-income individuals could increase compliance. The recommendations 
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included the introduction of tax education programmes for individuals with lower levels of income and 

those in the informal sector. 

Eme and Uche (2021) explored how socio-economic factors like gender, age, and income influence tax 

evasion in Nigeria. It used a sample size of 400 respondents, with quantitative data collected through 

surveys. The structural equation modelling (SEM) method was used for data analysis. The results showed 

that gender and trust in government had a significant negative impact on tax compliance, with men 

showing a 25% higher tendency to evade taxes. The study concluded that addressing socio-cultural 

attitudes towards taxes, especially among men, could reduce evasion. It recommended policies that target 

increasing trust in tax authorities. 

Salawu (2021) focused on the impact of tax knowledge and income levels on tax compliance among 

Nigerian business owners. A sample of 350 was selected for the study, using quantitative data gathered 

via a structured questionnaire. The data was analyzed using logistic regression. The results indicated that 

tax knowledge (β = 0.54, p < 0.01) and higher income (β = 0.38, p < 0.05) were strong predictors of tax 

compliance. The study concluded that individuals with tax knowledge were 30% more likely to comply 

with tax regulations. It recommended enhancing tax education programmes to improve compliance rates. 

Bello and Oyedokun (2021) examined the role of gender and religion in influencing tax evasion in 

Nigeria. A sample of 600 respondents was surveyed, with quantitative data collected via a questionnaire. 

The data were analyzed using multivariate analysis. The results showed that gender (χ² = 15.4, p < 0.01) 

and religious affiliation (β = 0.27, p < 0.05) had a significant impact on tax evasion. The study concluded 

that men and religious individuals had a higher tendency to evade taxes. It recommended addressing these 

factors through tailored tax education programmes and policy interventions. 

Oluwatobi and Olanrewaju (2021) explored the relationship between age, income, and tax compliance 

among informal sector workers in Nigeria. The sample size was 450 informal workers, with quantitative 
data collected through surveys. The data were analyzed using descriptive statistics. The results showed 

that younger workers (under 30) exhibited 15% higher tax evasion rates compared to older workers. The 

study concluded that tax compliance was significantly lower among younger individuals in the informal 

sector. It recommended that tax education programmes be specifically targeted at young informal workers 

to improve compliance. 

Ajibola (2020) assessed how income disparity influenced tax evasion in Nigeria. A sample of 500 

businesses was surveyed, using quantitative data. The data were analyzed through regression analysis. 

The results revealed a negative correlation between income and tax compliance (r = -0.45, p < 0.05). The 

study concluded that businesses with lower income were more likely to evade taxes. It recommended 

addressing income inequality to enhance tax compliance in the country. 

Oloyede, et al. (2022) explored the influence of gender and age on tax evasion in Nigeria. A total of 400 

respondents were surveyed, and quantitative data were analyzed using chi-square analysis. The results 

indicated that younger respondents and males exhibited a higher tendency to evade taxes (χ² = 10.9, p < 

0.05). The study concluded that socio-demographic factors significantly affect tax compliance. It 

recommended implementing gender-sensitive and age-specific tax policies to enhance compliance. 

Chijioke (2021) examined how tax education influenced compliance in Nigeria's informal sector. The 

sample consisted of 400 informal workers, and quantitative data were collected via a structured 

questionnaire. The data were analyzed using ANOVA. The results showed that individuals who had 

received tax education exhibited 30% higher compliance rates (F = 6.3, p < 0.01). The study concluded 

that tax education significantly influenced compliance. It recommended comprehensive tax education 

programmes for the informal sector to reduce evasion. 

Adebisi and Gbegi (2020) investigated the role of tax knowledge and income levels in tax compliance. 

The sample consisted of 600 business owners, and quantitative data were analysed using factor analysis. 

The results showed that individuals with tax knowledge exhibited 20% higher compliance rates than those 

without. The study concluded that increasing tax knowledge would improve compliance among business 

owners. It recommended introducing tax training to enhance compliance and reduce evasion. 
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Idowu (2021) explored the impact of religion and gender on tax evasion in Nigeria. A sample of 500 

respondents was surveyed, and quantitative data were analyzed using multiple regression analysis. The 

results showed that religious affiliation and gender were significant predictors of tax evasion (β = 0.32, p 

< 0.05). The study concluded that these socio-cultural factors influenced tax evasion. It recommended that 

policies should consider these factors when designing tax compliance strategies. 

 
METHODOLOGY 
This study adopted a quantitative research approach using a survey design to examine the relationship between 

taxpayers' perceptions of tax fairness, efficiency, transparency, and tax evasion among micro, small, and 

medium-scale enterprises (MSMEs) in Yenagoa Metropolis, Bayelsa State. The population comprised 466,732 

registered MSME owners (The Guardian, 2024). A simple random sampling technique was employed, and the 

sample size of 333 respondents was determined using the Yamane (1967) formula at a 5% margin of error. 

Data were collected through a structured questionnaire divided into demographic and perceptual sections, 

measured on a 5-point Likert scale. Data analysis was conducted using SPSS version 23, employing 

descriptive statistics and multiple regression analysis based on the Benefit Theory of Taxation. The 

instrument's reliability was confirmed with a Cronbach's Alpha of 0.867, while validity was ensured through 

expert review and modifications. Ethical standards were observed through informed consent, confidentiality, 

and voluntary participation. Thus, the econometric model was formulated below: 

Tax Evasion = f(Tax Fairness, Effiency, and Transparency) ………………………………........1 

TaxEvai = B0 + B1Taxfairi + B2Effi + B3Ttansi + Ui ……………………..………………………2 

Where; 

TaxEva = Tax Evasion 

Taxfair = Tax Fairness 

Eff = Efficiency 

Trans = Transparency 

U= Error term 

B0 = constant 

B1 - B3  =paramters' estimates 

i= Cross section 

It is expected that, B1 - B3< 0. 

 

RESULTS AND DISCUSSION OF FINDINGS 
Out of the 333 copies of questionnaire that were administered to the owners of micro, small and medium scale 

businesses in Yenagoa Metropolis, Bayelsa State, 272 copies were filled and retrieved amounting to a response 

rate of 81.7%. 

Descriptive Statistics 

Table1: Summary Statistics of Respondents 
Demographic Features Frequency (f) Percentage (%) 

Gender   

Male 160 58.8% 

Female 112 41.2% 

Age   

18-30 years 80 29.4% 

31-40 years 90 33.1% 

41-50 years 72 26.5% 

51 years and above 30 11.0% 

Average Monthly Income   

Below ₦30,000 50 18.4% 

₦30,001 - ₦50,000 95 34.9% 

₦50,001 - ₦100,000 60 22.1% 

Above ₦200,000 67 24.6% 

Source: Researcher’s SPSS Computation 
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Out of 272 respondents in Yenagoa Metropolis, 160 (58.8%) were male and 112 (41.2%) were female, 

showing male dominance in business ownership. In terms of age, 90 (33.1%) were aged 31–40, 80 

(29.4%) were 18–30, 72 (26.5%) were 41–50, and 30 (11.0%) were 51 and above, indicating a youthful 

business population. Income distribution showed 95 (34.9%) earned ₦30,001–₦50,000, 67 (24.6%) 

earned above ₦200,000, 60 (22.1%) earned ₦50,001–₦100,000, and 50 (18.4%) earned below ₦30,000. 

These figures reflect a diverse economic base crucial for understanding tax behaviours in micro, small, 

and medium enterprises in Yenagoa. 

 

Inferential Statistics 

Table.2: Regression Results of Perception Variables and Tax Evasion (n = 272). 
Predictor 

Variable 

Coefficient 

(B) 

Std. 

Error 

t-

Statistic 

p-

value 

VIF Decision on H₀ 

Tax Fairness -0.912 0.100 -9.12 0.000 1.25 Reject H₀: Significant 

negative relationship 

Efficiency -0.836 0.120 -6.97 0.002 1.30 Reject H₀: Significant 

negative relationship 

Transparency -0.778 0.110 -7.07 0.001 1.20 Reject H₀: Significant 

negative relationship 

DepVar=Tax Evasion: R-Square =0.768, Adj. R-Square=0.741,F-Stat=28.56,P-Value=0.000 
 Source: Researcher's SPSS Computation 
 
Table2, showed the regression results, indicating that perceptions of taxpayers in terms of tax fairness, 

efficiency, and transparency significantly and negatively influence tax evasion. Specifically, increases in 

perceived tax fairness, system efficiency, and transparency are associated with reductions in tax evasion. 

All three predictor variables have statistically significant negative coefficients, with p-values well below 

the 0.05 threshold, confirming their importance in explaining tax evasion behaviour of taxpayers. The 

variance inflation factor (VIF) values are low, suggesting no issues with multicollinearity among the 

predictors. The model as a whole explains a substantial proportion of variance in tax evasion, with an R-

square value of 0.768 and an adjusted R-square of 0.741. This implies that approximately 74% of the 

changes in tax evasion can be accounted for by these three perception variables. Furthermore, the F-

statistic of 28.56 (p = 0.000) shows that the model is statistically significant overall.  

 

DISCUSSION OF FINDINGS 

The findings of this study indicated a statistically significant and negative relationship between tax 

fairness and tax evasion among micro, small and medium-scale enterprises in Yenagoa Metropolis. This 

implies that as perceptions of tax fairness decline, the likelihood of tax evasion increases. The negative 

coefficient obtained from the regression analysis confirms the strong inverse influence of fairness on 

evasion behaviour. This finding aligns with Bello and Oyedokun (2021), who reported that fair and 

equitable tax systems promote voluntary compliance, and with Ajibola (2020), who observed that 

perceived unequal tax burdens, particularly among low-income earners, increase the incidence of tax 

evasion. 

Similarly, the regression results revealed a significant and negative relationship between perceived 

efficiency in the utilization of tax revenue and tax evasion. This suggests that MSMEs are less likely to 

evade taxes when they trust that tax revenues are efficiently used for public services and infrastructure. 

This result supports the findings of Eme and Uche (2021) and Salawu (2021), who both emphasized that 

visible returns on tax payments strengthen taxpayer confidence and reduce evasion. 

Finally, transparency was found to have a significant and negative effect on tax evasion. This finding is 

consistent with Chijioke (2021) and Akinboade and Gangi (2022), who noted that transparent tax 
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administration and effective communication foster trust and encourage voluntary compliance, particularly 

within informal sectors. 

 

CONCLUSION 

This study examined the relationship between taxpayers' perceptions-specifically tax fairness, efficiency, 

and transparency-and tax evasion among micro, small, and medium-scale businesses in Yenagoa 

Metropolis. The findings revealed significant negative relationships in all three areas, suggesting that 

when MSME operators perceive the tax system as fair, efficient in utilization of tax revenues, and 

transparent in administration, their tendency to evade taxes reduces. This highlights the importance of 

perceptual and psychological factors in shaping tax compliance behaviour. Enhancing these elements 

could improve Bayelsa State's Internally Generated Revenue and integrate more informal businesses into 

the formal tax net. 

 

RECOMMENDATIONS 

i. Government should ensure equitable and transparent tax rates for all business sizes. 

ii. Government at all levels should demonstrate visible use of the proceeds of tax revenues through 

infrastructure and services to enhance economic development. 

iii. Government and tax agencies need to simplify tax procedures and reduce bureaucratic barriers. 

iv. There is need to regularly educate taxpayers on their rights, obligations, and how revenues are 

utilized. 
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