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     ABSTRACT 

 
The desire to reduce the operating cost of tax administration to achieve efficiency is obvious globally. However, 

knowledge management (KM) can reduce operating costs in tax administration to achieve efficiency. The 

objective of this study is to explain the various ways KM can reduce the cost of operation in tax administration. 

Qualitative data were sourced via a face-to-face interview with tax officers at Federal Inland Revenue Service 

(FIRS), Nigeria. Thus, qualitative data were sourced from 20 tax officers (participants) through a face-to-face 

interview. The data were sourced from tax officer II, tax officer I, manager, senior manager, assistant director, 

and deputy director. Participants (tax officers) were selected from domestic taxes, corporate development, 

modernisation, enforcement and compliance groups based on their experience. Also, data were sourced from 

national tax policy and a compendium of tax-related laws documents to support the interview data. Furthermore, 

semi-structured and open-ended interview questions were used as a guide for the face-to-face interview. The face-

to-face interview was recorded with a smart voice recorder. Data were thematically analysed and administered 

with NVivo 10 qualitative software. In the process of analysis, sub-themes identified and reported based on the 

objective of the study and responses from participants were low manual operation, mistake, compliance and 

training cost. This study found that KM can reduce operating costs such as manual operation, mistakes, 

compliance and training costs in tax administration. Thus, KM can engender efficiency in tax administration 

through low manual operation, mistakes, compliance and training costs. The study recommends formal 

implementation of KM in tax administration in order to improve efficiency through low cost of administration. 
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INTRODUCTION 
One of the characteristics of a good tax system is the “economy” (Adam Smith, 1979; OECD, 2011; Ayuba, 2014; 

Deloitte, 2021). The principle of “economy” as a characteristic of a good tax system emphasised the low cost of 

tax administration. Thus, the cost of tax revenue collection should be as low as possible.  Adam Smith (1979) 

emphasised on principle of the economy (low cost of tax revenue collection) as one of the cannons of taxation. 

Bird (2003) and Ayuba (2014) said the most efficient and effective tax administration is the one that cost less in 

its operation and collects a large amount of tax revenue. Semenova et al. (2017) affirmed that the most critical 

indicator (element) of tax administration efficiency is the low cost of tax administration. Deloitte (2021) added 

that cost of tax revenue collection should be lower than tax revenue collected. Tax administration efficiency is 
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anchored on the use of information technology and e-Governance innovation to reduce costs by an organisation 

(OECD, 2011). Thus, the low cost of tax administration is an indicator of tax administration efficiency. Studies 

emphasised the low cost of operation as a tax administration’s internal objective/goal (Adam Smith, 1979; 

Crandall, 2010; Keen, 2014; Ayuba, 2014). Despite the emphasis on the low cost of tax administration as an 

internal objective and efficiency, the desired result has not been achieved, especially in the developing country. 

 

However, studies showed knowledge management (KM) can reduce the cost of operation in an organisation 

(Liebowitz, 1999; Alhamoudi, 2010; Yahyapour et al., 2015). KM is a set of processes that regulate the creation, 

storage, retrieval, dissemination and leverage of knowledge to improve administrative performance (Pina et al., 

2013). KM improves administrative efficiency and performance in general (Asian Productivity Organization, 

2013; Hamilton et al., 2014; Bem et al., 2016; Busanad, 2016; Okoh et al., 2020, 2021, 2022). Specifically, KM 

can reduce the cost of operation in tax administration (Sejdija, 2012; Rosdi et al., 2016). KM provides quality and 

timely information to both tax officers and taxpayers as a result of information/knowledge storage, retrieval and 

dissemination. KM reduces the cost of manual information acquisition, storage and dissemination, a mistake 

during work execution, compliance and training.  

 

Therefore, the tax administration objective of the low cost of operation can be achieved via KM implementation 

in tax administration. Although KM can reduce the cost of administration, the study that focuses on KM and the 

low cost of operation as an indicator of tax administration efficiency is limited. Moreover, there is a paucity of 

research that identified the different ways KM can reduce operating costs in tax administration. Therefore, this 

study is different from other research on KM and the operational cost of an administration (organisation). Hence, 

the research question for this study is: How does knowledge management reduce the cost of operation in tax 

administration? Based on the research question, the objective of this study is: To explain the various ways 

knowledge management can reduce the cost of operation in tax administration.  

 

Administrative processes and practice in the case study (FIRS) conformed with KM practice. FIRS creates, stores, 

retrieves and applies knowledge in its administrative processes. Also, tax administration processes in FIRS employ 

electronic services (e-service). However, there is no formal document for KM implementation in FIRS. This study 

is structured into introduction, literature review, methodology, results, discussion and conclusion. Next section 

reviews related literature on tax administration efficiency, KM and tax administration operating cost.    

 

     

LITERATURE REVIEW 
This section reviews related literature for this study. The literature review includes tax administration efficiency, 

KM and tax administration operating cost. Hence, the next section presents literature on tax administration 

efficiency. 

 

Tax Administration Efficiency 

The need to generate adequate tax revenue for national development and provide better services to citizens has 

increased the quest for tax administration efficiency (OECD, 2011; Yan et al., 2022). According to Semenova et 

al. (2017), improving tax administration efficiency would solve key issues that balance stakeholders’ (states, tax 

officers & taxpayers) interests with respect to an integrated tax system, operational and strategic objectives and 

economic development. There are diverse approaches, perspectives and indicators (measures) employed to 

determine tax administration efficiency (Klun, 2004; Serra, 2005; OECD, 2011; Semenova et al., 2017). These 

include input, output, outcome, quality, productivity, taxpayers’ satisfaction and compliance (Klun, 2004; Serra, 

2005; Ladislav & Vladimir, 2015; Semenova et al., 2017; Musimenta, 2020). For example, Klun (2004) focuses 

on tax system simplicity, cost of administration (operation) and compliance, tax voluntary compliance, an 

inspection of tax and productivity of tax administration. Serra (2005) identified tax revenue collection 

maximisation, compliance cost minimisation and satisfaction of taxpayers as tax administration performance 

indicators. Semenova et al. (2017) emphasised on the high rate of tax revenue collection, prevention of tax abuse, 

low cost of tax administration, transparent tax authorities and taxpayers’ satisfaction with services. Eichfelder and 

Schorn (2012) stated a number of dispute situations, criminal fraud prosecuted and imposition of maximum 

penalties on cases of tax offences as indicators of tax administration efficiency.        

   

This study focuses on low operating cost as an indicator of tax administration efficiency. Studies including 

Crandall (2010), OECD (2011), Ayuba (2014), Ladislav and Vladimir (2015), Semenova et al. (2017) identified 

low operating cost as an indicator of tax administration efficiency. The need to provide better services to citizens 

has increased attention to tax administration efficiency through cost reduction (OECD, 2011). Tax administration 

efficiency depends on how the organisation used information technology and e-Governance strategy to reduce 

costs (OECD, 2011). In the same vein, Ayuba (2014) stated that efficient and effective tax administration in 
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developing countries reduces the cost of internal operation. Semenova et al. (2017) stated that the most critical 

condition for tax administration efficiency is a reduction in the cost of administration. Other studies that affirmed 

low cost of operation as a critical component of tax administration efficiency include Keen (2014) and Crandall 

(2010). This study focuses on low cost as an indicator of tax administration efficiency because it is a critical factor 

that enhances tax revenue availability for economic growth, development and provision of better services to 

citizens. Reduction in the cost of tax administration means the availability of more tax revenue for government 

expenditure. Several studies including Crandall (2010), Keen (2014), Ladislav and Vladimir (2015) and 

Musimenta (2020) emphasised on low cost as a critical indicator of tax administration efficiency.  

   

Cost of tax administration can be reduced as a result of KM implementation (Sejdija, 2012; Rosdi et al., 2016). 

Sejdija (2012) stated that the cost and time workers spend searching for information are reduced because the 

database is connected across various levels of the administration system through KM implementation. KM 

reduced the cost of manual storage and dissemination, tax filing, internal and external communication, and 

enhance the speed and quality of information dissemination in tax administration (Rosdi et al., 2016). KM 

improves learning, knowledge dissemination, internal working process, knowledge workers’ skills and 

capabilities (Downes & Marchant, 2016), therefore, reducing the cost training and retraining in tax administration.       

Literature review showed the low cost of tax administration is a critical indicator of efficiency. Although studies 

identified the low cost of operation as an indicator of tax administration efficiency; however, study that focus on 

KM and low cost of operation in tax administration are limited. Moreover, there is a paucity of research that 

explain the various ways KM can reduce the cost of operation in tax administration. 

 

Knowledge Management and Tax Administration Operating Cost   

KM is a set of processes that regulate the creation, storage, retrieval, dissemination and leverage of knowledge to 

improve administrative performance (Pina et al., 2013; Yahyapour et al., 2015). Clayton (2016) said KM 

facilitates knowledge sharing and increases proficiency and innovation. According to Shujahat et al. (2019), KM 

is a process that stimulates knowledge sharing, codification, creation, acquisition and application via enabling 

environment for the purpose of innovation and organisation performance. Yang et al. (2015) described KM as a 

procedure that manages information system which gives the knowledge needed to knowledge workers for 

efficiency and effective decision-making in an organisation. KM creates, store, retrieve, disseminate and apply 

knowledge/information for organizational performance. KM enhances the availability of timely and qualitative 

knowledge/information. On the other hand, no implementation of KM result in inadequate and inefficient 

knowledge creation, storage, retrieval and lack of knowledge. Furthermore, lack of knowledge engenders 

incompetence, low speed and less quality service delivery (Sejdija, 2012). Thus, a lack of knowledge results in 

inefficient organization (administration).    

 

One of the elements (indicators) of tax administration inefficiency is the high operating cost of administration 

(Ayuba, 2014). Lack of knowledge is one of the causes of high operating costs in tax administration. Lack of 

knowledge increases cost in tax administration in terms of time, speed, quality, mistake, training and compliance 

(Rosdi et al., 2016; Sejdija, 2012). According to Sejdija (2012), tax administrators spend between 15 to 30% of 

their working time searching for knowledge with only a 50% success rate as a result of inadequate and inefficient 

knowledge storage and retrieval. Tax administrators waste a lot of time searching for targeted knowledge and 

information with unsatisfactory results, which delays task execution and service delivery to taxpayers, as a result 

of inadequate and inefficient knowledge storage and retrieval (Rosdi et al., 2016; Sejdija, 2012). Thus, inadequate 

and inefficient knowledge storage and retrieval in tax administration adversely affect the speed and quality of 

service delivery by tax officers. Furthermore, inefficient knowledge sharing and transfer adversely affect the 

capability of tax officers, speed and quality of task execution. Also, the compliance level of taxpayers reduce 

when knowledge about the tax administration process is not transferred or shared with them (Maseko, 2014; 

Musimenta, 2020). Low compliance by taxpayers increases the cost of tax administration through court litigation 

and other enforcement machinery by the tax authority. 

 

In continuation, inadequate and lack of knowledge acquisition, storage and retrieval engender high costs of tax 

administration. However, studies found that KM can reduce the cost of administrative operation in an organisation 

(Liebowitz, 1999; Alhamoudi, 2010; Sejdija, 2012; Yahyapour et al., 2015; Rosdi et al., 2016). On this note, 

Yahyapour et al. (2015), Alhamoudi (2010) and Liebowitz (1999) stated that the cost and time workers spend to 

search for information are reduced because the database is connected across various levels of the administrative 

system as a result of KM implementation.  KM reduces the cost of operations in an administration in general and 

specifically tax administration. The cost of extra infrastructures and facilities as a result of manual record-keeping 

is avoided through KM (Rosdi et al., 2016). According to Sejdija (2012), the connectivity of databases across 

various levels of the administrative system reduces the cost and time workers spend searching for information in 

tax administration. In tax administration cost of transporting mandatory annual tax reports filed by taxpayers from 
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different places is avoided because annual mandatory tax reports are filed electronically and can be accessed 

online. Also, tax officers can access quality information needed for work execution online real-time as a result of 

KM.   

 

Furthermore, costs associated with a mistake during work execution are reduced as a result of the availability of 

work procedures in the database and the transfer of knowledge between workers. Previous studies have found that 

KM reduced mistakes during work execution. For example, Rosdi et al. (2016) found that KM enables tax officers 

to learn the standard practice from their colleagues and; therefore, perform the job effectively. In the same vein, 

Becerra-Fernandez and Sabherwal (2010) stated that the transfer of knowledge among workers is done effectively 

which leads to creativity and innovation among workers. Therefore, workers make fewer mistakes in the cause of 

performing their tasks. 

 

In continuation, the cost of training staff as a result of staff retirement and resignation is reduced because 

knowledge of the staff is transferred to others and stored in organisation’s repository via KM (Alhamoudi, 2010). 

KM engenders constant sharing of knowledge and documentation of work processes, therefore, reducing training, 

retraining and cost associated with it in an organisation. Downes and Marchant (2016) found that KM improves 

learning, knowledge dissemination, internal working process, and knowledge workers’ skills and capabilities. 

Ferguson (2016) affirmed that KM enhances knowledge sharing and performance.  KM can reduce training costs 

in tax administration as a result of knowledge acquired informally through interaction with colleagues, training 

and documented knowledge. Accordingly, Rosdi et al. (2016) revealed that information and knowledge 

availability enable tax officers to learn best practices from their colleagues which empowers them to perform their 

work effectively. 

 

In addition, KM reduces the cost of compliance in tax administration as a result of voluntary compliance due to 

improving service delivery. On this note, Downes and Marchant (2016) found that KM improves the quality of 

service delivery to customers/clients. Buheji (2013) affirmed that KM provides timely information to users. 

Studies including Bird (2015), and Keen (2014) showed that improved service delivery enhances tax compliance; 

hence, KM improves compliance and reduces the cost of enforcement. For example, KM can reduce the cost of 

enforcement through court litigation as a result of voluntary compliance.  

 

Underpinning Theory 

This study employed knowledge-based view theory as an underpinning theory. Knowledge-based view (KBV) 

theory centered on knowledge creation and its management as administrative resources to achieve 

administrative/organisational performance (Grant, 1996; Curado & Bontis, 2006). This study emphasised 

knowledge creation and its management to achieve a low cost of tax administration which is an indicator of 

efficiency. Efficiency is a short-term administrative performance. KBV theory is an extension of Resource-Based 

View (RBV) theory which argues that an organisation depends on internal resources (tangible and intangible) to 

achieve or improve performance, and knowledge is the most important strategic resource that can improve 

administrative performance (Grant, 1996; Curado & Bontis, 2006; Yousif, 2012; Shujahat et al., 2019). This study 

employed knowledge and its management as internal resources to improve the performance of tax administration 

through cost reduction as an indicator of efficiency. 

 

Studies have employed the KBV theory and affirmed that KM implementation improves administrative 

performance (Yousif, 2012; Quintane et al., 2011; Mills & Smith, 2011; Zheng et al., 2010). For example, Yousif 

(2012) studied the association between KM, innovation and organisational performance in the telecommunication 

sector based on KBV theory. In the same vein, Quintane et al. (2011) affirm that KM enhances administrative 

performance through innovation of KBV theory. This study believes the KBV theory is suitable as an 

underpinning theory for this research. Therefore, follows the previous study employed KBV theory as 

underpinning theory. 

    

METHODOLOGY 
This study used a qualitative approach to study KM and operating cost as an indicator of tax administration 

efficiency. The qualitative approach is appropriate when a researcher answered “how” and “why” research 

questions (Yin, 2009). Hence, a qualitative approach is appropriate as this research answered how KM can reduce 

the cost of operation in tax administration. FIRS Abuja in Nigeria was employed as a single case study. A single 

case study is suitable when it represents a “critical case” to test the circumstances under study (Gerring, 2007; 

Mansor, 2011). Hence, FIRS Abuja can represent a “critical case” in testing how KM reduces the cost of operation 

as an indicator of efficiency in tax administration because KM implementation in tax administration is limited. 

Furthermore, tax revenue generation in FIRS is low (OECD, 2019) as an indicator of administration inefficiency; 

hence, justify its selection as a single case study to represent tax administration. It is arguable that low tax revenue 
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generation does not only indicate administration inefficiency. Studies have shown that noncompliance of 

taxpayers engenders low tax revenue generation (Umar et al., 2017). However, this study focuses on 

administration efficiency. 

 

In qualitative research, ethical consideration is critical; hence, this study follows ethical consideration and applied 

to the chairman FIRS to collect data, and was approved. A copy of the interview protocol was attached to the 

application. After approval, the head of planning, research and statistics selected tax officers from the five groups 

and cadres to participate in the face-to-face interview based on knowledge and experience in KM practice in tax 

administration. Twenty (20) tax officers who are involved in the KM process were interviewed face-to-face in 

their offices in FIRS. However, 14 tax officers responded to the interview questions on how KM can reduce the 

cost of operation in tax administration based on their experience. The remaining 6 participants did not comment 

on the interview questions with respect to the connection between KM and the low operation cost of tax 

administration as a result of limited knowledge. This study employed a case study to explain, test and generalise 

theory in respect to KM and tax administration performance but not population. Therefore, the response rate is 

valid for this study. According to Yin (2009, 2013), Mansor (2011), Kimani (2013), Schuller (2017), the essence 

of a case study research is to explore, explain and describe contemporary, dynamic, and complex phenomena, 

generate, test and generalise theory but not population.     

 

The participants were selected from domestic taxes, corporate development, modernization, enforcement and 

compliance groups. The sample size for this study is 20 tax officers who were interviewed face-to-face in FIRS. 

The saturation level of the sample size for this study is based on Bernard (2013) who said between 10 and 20 

participants is a saturation level for a case study interview. Semi-structured, and open-ended interview questions 

were employed to source data face-to-face. The data collection process lasted for six months. Interview protocols 

were made available to the participants prior to the interview session to enable them to understand the objective 

of the study. Before the interview session, the aims of the study were explained to the participants and were 

assured of the confidentiality of their information. The interview session took place in the offices of the 

participants and lasted between 30 to 40 minutes depending on the responses. Sub-themes for low operation cost 

emerged in the process of the face-to-face interview which includes manual operation, mistake, compliance and 

training cost. According to Creswell (2007), the qualitative research process is emergent as new themes and 

processes can emerge. The qualitative research involved understanding an issue or problem from the participant’s 

perspective to provide answers to research questions, and objectives (Creswell, 2007).    

 

A Smart voice recorder was employed to record the interview. The recorded interview was complemented with 

notes that were taken by the researcher with a pen. Data validity and reliability were important; therefore, 

interview data were presented to the participants to confirm whether the transcribed interview data were the same 

as their statements, and participants agreed to the conformity of transcribed data with their statements. 

Additionally, a documentary study of national tax policy and a compendium of tax-related laws were used to 

validate the interview data. Thus, this research employed data triangulation for analysis. Thematically, data were 

analysed via a process of interview transcription, coding of data, selection of themes and identification of 

connections between themes. Furthermore, data were administered with NVivo version 10 qualitative software. 

Based on the objective of the study and responses from the participants, the sub-themes identified were low 

manual operation, mistakes, compliance and training cost. These sub-themes would engender efficiency in tax 

administration. The next section is presentation of results of data collection. 

 

RESULTS 
Results of data collected via face-to-face interview is presented in this section. Twenty (20) tax administrators 

were interviewed face-to-face at FIRS. Participants in the interview were 14 males and 6 females. In addition, 6 

participants have age 31 to 40 years, 10 participants were between the age 41 to 50 and 4 participants are 51 years 

and above. In terms of qualification, 15 participants obtained BSc/HND and 5 MSc/MBA. Also, 4 participants 

were selected from each of the five groups (domestic taxes, corporate development, modernisation, enforcement 

and compliance) in FIRS. Participants in the face-to-face interview were permanent staff. Working experience 

entails 7 participants (6-10 years) and 13 participants (10 years above) in FIRS. Rank of the participants include 

officer II (2), officer I (3), manager (5), senior manager (4), assistant director (3) and deputy director (3). 

 

Low Operation Cost 

One of the vital components of efficiency in tax administration is low cost of administrative operation. Data 

collected through interview for this study revealed that KM reduces cost of tax administration in four ways. These 

costs are manual operation cost, mistake cost, compliance cost and training cost. Summary of operating costs that 

can be reduced via KM in tax administration is presented in Figure 1. The responses are based on 13 participants 

who gave their views on how KM reduced cost of operation in tax administration. The remaining 7 participants 
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did not comment on the interview questions in respect to the connection between KM and low operation cost of 

tax administration as a result of limited knowledge. Next section explained how KM reduced manual operation 

cost. Figure 1 presents low operation cost main theme and its sub-themes.  

 

 

     
 

                       Figure 1: Low operation cost and its sub-themes as an indicator  

                         of tax administration efficiency                     

           Source: NVivo analysis 

 

Manual Operation Cost  

One of the administrative costs KM can reduce in tax administration as revealed by the interview is manual 

operation cost. A summary of participants’ views on how KM can reduce manual operation costs in tax 

administration is presented in Figure 2. The responses focused on how KM can reduce costs through record-

keeping in a computer database, access to taxpayers’ records online and e-services provided to tax officers and 

taxpayers. 

     

 

     
Figure 2: Manual operation cost and tax administration efficiency 

      Source: NVivo analysis 

 

“With the use of e-filing system, cost of accessing annual filing report of taxpayers have reduced. 

It is compulsory for taxpayers to file in their annual reports. When filing of annual reports were  

done manually, cost of transporting taxpayers’ files from each of the 36 states to FIRS headquarters  

at Abuja were high. But now with availability of e-filing services, tax officers access taxpayers’  
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files in the comfort of their office. It is comfortable to both tax officers and taxpayers, reliable,  

speed and less cost. It is very efficient” (Participant 7, Tax Officer I).  

 

 

“Knowledge management reduces the cost of access to taxpayers’ records. During a manual 

tax administration regime, taxpayers’ records are bulky and heavy. Hence, cost of courier  

service to send them from various states in Nigeria to FIRS headquarters at Abuja were high.  

However, with the availability of database and online accessibility of taxpayers’ information  

such cost is avoided. KM make tax administration in FIRS efficient in terms of cost”  

(Participant 5, Manager). 

 

“Knowledge management reduces cost of administration in FIRS. With KM information  

can be disseminated to taxpayers and tax administrators effectively which cost less  

than manual operation. Thus, information dissemination using ICT saves cost in FIRS  

and engender efficiency compared to manual process” (Participant 4, Manager).  

 

“Knowledge management process which involved information management reduces  

administrative cost in FIRS. Proper and adequate tools that are put in place assist to 

 improve efficiency in carrying-out tax processes. The cost of manual operation is reduced  

as KM is properly harnessed in FIRS. The modern tools KM employed reduced cost  

compared to manual operation” (Participant 1, Deputy Director). 

 

These expressions above showed that tax administration reduced manual operation costs by employing KM tools 

such as computer databases to store documents instead of manual storage in form of hard copies. Furthermore, 

access to e-filing annual reports of taxpayers by tax officers in the headquarters reduced the operating cost of tax 

administration. In the same vein, information dissemination through e-services reduces the cost of tax 

administration. Reduction of manual operating cost of tax administration as a result of KM is demonstrated by 

participants (7, 5, 4 and 1) as presented above. Cost reduction as explained by participants is in line with the 

documentary study of the compendium of tax-related laws for this research. 

 

Mistake Cost 

Another category of administrative cost KM can reduce in tax administration as disclosed by the participants in 

the interview is cost associated or caused by mistakes when executing tasks in tax administration. Figure 3 

summarised participants’ statements about how KM reduced cost associated with mistakes in tax administration. 

 

     
   Figure 3: Mistake cost and tax administration efficiency 

      Source: NVivo analysis 

 

“Knowledge management reduces cost of administration associated with mistakes.  

A simple error can cost a lot of money. If there are people with skills of doing things,  

it will improve the system and improve efficiency as mistakes would be avoided. A simple  

click can cost a lot by either agreeing or disagreeing. For example, if a taxpayer applies for  

tax clearance hoping to obtain a contract and without reviewing the whole document a tax  

administrator rejects it, the taxpayer can take FIRS to court and claim damage which  
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will cost a lot. However, KM reduced such mistake because procedures for work are available”  

(Participant 20, Senior Manager).  

 

“There is what we called learning curve in economics. All our existing documents stored 

in database as a result of KM are just like templates for us to know how things were done  

in the past so as to make our work easier and improve on our previous mistakes. Hence,  

cost of mistakes is avoided. It makes me focused by knowing what I need and improve work  

quality and efficiency. By improving quality of work and services to taxpayers, they are  

satisfied and comply voluntarily. Tax administration is dynamic. What you see here might  

not be the same as what is there. We have to use different approaches” (Participant 5, Manager).  

 

“Knowledge management prevents errors. It saves other FIRS staff from committing mistakes. 

 By having access to necessary documents. I can leverage on what other people have  

documented to improve my work quality, efficiency and satisfy taxpayers”  

(Participant 12, Manager). 

 

“Knowledge management can reduce administrative cost because tax officers acquire knowledge  

through KM implementation. Therefore, would not damage the tools used to execute task by mistake  

as a result of knowledge acquired. KM implementation enable tax officers perform duty efficiently”  

(Participant 14, Senior Manager). 

 

“Knowledge management can reduce cost incurred for making mistake on job. When knowledge  

is accessible, it reduces cost associate with mistakes. Jobs become easy for tax officers to perform  

and improves efficiency” (Participant 8, Tax Officer I). 

 

These statements showed costs associated with mistakes are avoided as a result of KM. Costs associated with 

mistakes are avoided as a result of the availability of work procedures in a database. Availability of work processes 

in the database enhance learning and improve capability; therefore, reducing mistake during task execution. 

Reduction of the cost associated with mistakes in tax administration by KM is affirmed by participants (5, 12, 14, 

8 and 20) as presented above. A documentary study of a compendium of tax-related laws for this research showed 

FIRS should employ mechanisms that would reduce the cost of administration. Therefore, in line with 

participants’ explanations. 

 

Compliance Cost 

Expressions by two participants (10 and 13) showed KM can reduce the cost of compliance by taxpayers. 

According to the participants, the information provided to taxpayers as a result of KM engenders compliance 

which reduced the cost of enforcement through litigation/court cases. Participants’ responses are summarised in 

Figure 4. 

 

 

        
Figure 4: Compliance cost and tax administration efficiency 

      Source: NVivo analysis  
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“Knowledge management reduce cost of operation in tax administration. Well, on the part  

of FIRS the qualitative and timely information provides to taxpayers helps them comply  

voluntarily and thereby boost our collection. By complying voluntarily, cost of enforcement  

is reduced. Example, cost of court litigation is avoided when there is voluntary compliance.  

Also, availability of knowledge limits cost of consultancy and outsourcing. KM assist  

greatly in tax administration efficiency” (Participant 10, Deputy Director). 

 

“Knowledge management can help us achieve our mission in the sense that it reduces cost.  

When you provide the necessary information to taxpayers they comply voluntarily  

and cost of enforcement through litigations are avoided. Cost reduction is part of  

efficiency in FIRS” (Participant 13, Senior Manager). 

 

The two statements proved that KM reduces the cost of compliance which also, results in a reduction in the cost 

of enforcement in tax administration. One of the influencing factors is information provided to taxpayers through 

KM. Provision of the required tax information to taxpayers engenders voluntary compliance and reduces the cost 

of enforcing taxpayers to pay tax. Participants’ expressions are in line with the documentary study of national tax 

policy for this study. Precisely, national tax policy stated that the financial and economic cost of compliance by 

taxpayers should be kept to the barest minimum. In the same vein, the compendium of tax-related laws supported 

the reduction of compliance and enforcement costs in tax administration in FIRS. 

 

Training Cost 

Participants in the interview acknowledged that KM reduces the cost associated with retraining in tax 

administration. According to participants, KM reduces the cost associated with retraining as a result of knowledge 

sharing and documentation of work processes. Because knowledge is shared constantly and work processes are 

documented, retraining is limited. Hence, reducing the cost of training in tax administration. Participants’ 

responses with respect to the reduction of training cost are summarised in Figure 5. 

 

   
       

  Figure 5: Training cost and tax administration efficiency 

     Source: NVivo analysis    

 

“Knowledge management enable staff have better knowledge of what they should do.  

What tax officers learnt in school is not enough for practice in tax administration. Sharing  

of knowledge which is part of KM is what enable tax officers execute their job effectively.  

For instance, if I am transferred from FIRS to another organisation, there will be problem  

if there is no body to perform my job. But through knowledge sharing other staff are  

equipped with knowledge to handle my job schedule which would reduce cost of administration  

because there would be no need to send other staff to training before they can handle the job I  

do before transferred. This is very important for efficiency in tax administration”  

(Participant 19, Manager). 

 

“Knowledge management reduces cost of operation in tax administration. Because of  

well-documented processes, we can always go back to them and make adjustments  

where necessary. When you have processes documented, you do not need to keep  

retraining people on a particular process over and over again. Those documented processes  
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save administrative cost. Thus, improve efficiency and more revenue would be  

available for social amenities to improve lives of citizens”  

(Participant 2, Assistant Director). 

 

“Knowledge management can reduce administrative cost because in tax administration,  

cost of training and retraining is reduced as staff acquire knowledge from technical sessions.  

Knowledge acquisition from technical session assist staff to know how to go about a particular  

function in an efficient manner” (Participant 11, Assistant Director). 

 

“Knowledge management reduces cost of training and retraining in tax administration.  

For example, when I attend training, on coming back I must share the knowledge  

acquired. In that process, KM reduces cost of training and improve efficiency”  

(Participant 18, Tax Officer II). 

 

These expressions showed KM reduce the cost of training as a result of knowledge sharing and documentation of 

work procedures. Staff shared knowledge with others which enable them to acquire knowledge without formal 

training. Furthermore, documentation of knowledge and work processes improves staff knowledge and work 

execution without formal training. These reduced costs in terms of finance and time.   

   

In summary, participants’ responses showed KM can reduce the cost of operation in tax administration in several 

ways. The category of operating cost KM reduce in tax administration include manual operation cost, compliance 

and training cost. Furthermore, this study employed a documentary study to validate the data collected from face-

to-face interviews. The documents employed include national tax policy and a compendium of tax-related laws. 

Evidence from the documentary study supported data collected from face-to-face interviews. 

 

National tax policy (NTP) is a document that set comprehensive parameters for taxation and additional issues 

linked to taxation in Nigeria. Principles, rules and guidelines that govern tax administration and revenue collection 

in Nigeria are enshrined in NTP. The aim of NIP is to entrench an efficient and robust tax system to enhance 

revenue generation in Nigeria. A compendium of tax-related laws is a document that contained all tax laws in 

Nigeria. The aim of the compendium of tax-related laws is to compile all tax laws which are contained in different 

volumes of the laws of the Federal Republic of Nigeria for easy accessibility. The next section presents a 

discussion of this study. 

 

DISCUSSION 
Low cost of operation is one of the critical indicators of tax administration efficiency (Adam Smith, 1979; Klun, 

2004; Serra, 2005; OECD, 2011; Ayuba, 2014; Semenova et al., 2017) and KM can reduce cost of operation in 

an organisation (Liebowitz, 1999; Alhamoudi, 2010; Sejdija, 2012; Yahyapour et al., 2015; Rosdi et al., 2016). 

However, study that focus on KM and low operation cost as an indicator of efficiency in tax administration are 

limited. Moreover, there is a paucity of the study that explain the various ways KM can reduce the cost of operation 

in tax administration. This study explains the various ways KM can reduce operating costs in tax administration. 

Data collected via face-to-face interviews and supported by national tax policy and a compendium of tax-related 

laws documents revealed that KM can reduce operating costs such as manual operation, mistakes, compliance and 

training costs. KM reduce manual operation cost via record-keeping in a computer database, access to taxpayers’ 

records online and e-services provided to tax officers and taxpayers. Furthermore, the availability of work 

procedures (processes) in the database enhance learning and improve capability; therefore, reducing mistake and 

cost associated with it during job execution in tax administration.  

 

Additionally, KM engenders constant knowledge sharing and documentation of work processes which equipped 

tax offers with the required knowledge for work execution and limited training, retraining and cost associated 

with it. Findings from the data collected are in line with Alhamoudi (2010), Sejdija (2012), Yahyapour et al., 

(2015), Rosdi et al., (2016). According to Rosdi (2016), KM reduces the cost of manual storage, tax filing, and 

internal communication and enhances the speed and quality of information dissemination. Yahyapour et al. 

(2015), Sejdija (2012), Alhamoudi (2010) and Liebowitz (1999) explained that the cost and time workers spend 

searching for information are reduced because the database is connected across various levels of the administration 

system.  

 

KM processes can reduce costs associated with mistakes during work execution in tax administration. KM reduces 

mistakes during job execution as a result of knowledge sharing, transfer and documented process/procedure for 

work execution. Therefore, the cost incurred because of mistakes during work is reduced. Previous studies have 

found that KM reduced mistakes during work execution. For example, Rosdi et al. (2016) found that KM enables 
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tax officers to learn the standard practice from their colleagues; hence, perform their job effectively. Therefore, 

workers make fewer mistakes in the cause of performing their tasks. Also, Becerra-Fernandez and Sabherwal 

(2010) stated that KM enable the transfer of knowledge among workers which leads to creativity and innovation 

as workers make fewer mistakes in the cause of performing their tasks. 

 

KM improves services provided to taxpayers in terms of quality and time which enhance compliance and reduce 

the cost of enforcement through court litigation. In this regard, Downes and Marchant (2016) said KM improves 

the quality of service delivery to customer/client, while Bird (2015) stated that improved service delivery enhances 

tax compliance; hence, enforcement through court litigation is avoided. Quality and timely information provided 

to taxpayers as a result of KM implementation enable them to comply voluntarily. Furthermore, services such as 

e-services provided to taxpayers make tax processes easy for them which engenders voluntary compliance. Hence, 

the cost of enforcement through court litigation is reduced. Buheji (2013) affirmed that KM enhances customers’ 

satisfaction and provides timely information. Studies including Bird (2015) and Keen (2014) showed improved 

service delivery enhances tax compliance, hence, KM improves compliance and reduces the cost of enforcement. 

 

KM can reduce the cost associated with training and retraining in tax administration. Tax officers acquire 

knowledge informally from knowledge sharing and documented knowledge without formal training. Ferguson 

(2016), Rosdi et al. (2016), Downes and Marchant (2016) revealed KM engender knowledge sharing, learning 

and acquisition of knowledge from colleagues which empowers them to perform their work effectively. Therefore, 

the cost of training and retraining is reduced. Low cost of operation is a critical indicator of tax administration 

efficiency and KM can reduce the cost of operation in tax administration; hence, there is a need for the formal 

implementation of KM in tax administration. Also, the establishment of a KM department in tax administration is 

important.  

 

CONCLUSION 
This study explains the various ways KM can reduce the cost of operation in tax administration. Based on literature 

and empirical study, this research explained the connection between KM and manual operation, mistakes, 

compliance and training costs as indicators of tax administration efficiency. KM can reduce operating costs 

(manual operation, mistakes, compliance, training) in tax administration and low operating cost is an indicator of 

tax administration efficiency. Therefore, KM can improve tax administration efficiency through the reduction of 

administrative costs. This study contributes theoretically and practically.  

 

Theoretically, this study extends the literature on tax administration efficiency in terms of cost and KM. 

Furthermore, it extends knowledge-based view theory in the tax administration context. The literature is important 

to researchers, teachers and students. Thus, researchers can employ the literature for further research, teachers for 

teaching and students for learning. Practically, KM implementation can be employed as a managerial strategy to 

reduce manual operation, mistakes, compliance and training costs as an indicator of efficiency. Thus, KM can be 

employed as a strategy for tax administration efficiency. Low cost as an indicator of tax administration efficiency 

would make more tax revenue available for national development as the cost of tax administration will be reduced. 

 

The limitation of this study is that it focusses on low operating cost as an indicator of efficiency without 

considering other indicators of tax administration efficiency. Other indicators such as output, outcome, and 

productivity are important to tax administration efficiency. Therefore, a future study can focus on KM and other 

indicators of tax administration efficiency.        
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