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Abstract 

Nigeria’s proposed tax reform bills represent a significant shift aimed at modernising the 

country’s tax system, enhancing revenue collection, and supporting fiscal equity. The reforms 

introduce several pivotal changes, such as a derivation-based Value-Added Tax (VAT) 

distribution formula, progressive tax rates, the regulation of the digital economy, and 

adjustments to VAT rates. While these changes are designed to improve fiscal efficiency and 

equity, their successful implementation presents several challenges, including compliance risks, 

resistance from taxpayers, and the complexities of monitoring new economic sectors. This 

paper explores these challenges and highlights the role of auditing in addressing them. The 

paper adopts a qualitative approach, using a case study methodology to assess the impact of 

the proposed reforms on tax compliance. The research aims to identify the risks auditors face, 

such as resource constraints, technological limitations, and corruption, and examine the 

strategies auditors can employ to mitigate these risks. Furthermore, it explores the 

opportunities the reforms present for growth, such as leveraging technology for better 

compliance monitoring and fostering public-private partnerships for capacity building. 

Findings suggest that while there are significant barriers to effective implementation, such as 

inadequate infrastructure and lack of taxpayer trust, there are also promising opportunities 

for improving Nigeria’s tax administration. The recommendations include the adoption of 

advanced audit technologies like blockchain and data analytics, enhancing auditor training 

programs, fostering collaboration between the private sector and government, and ensuring 

transparency in the distribution of tax revenues. The paper concludes that, despite the 

challenges, the proposed tax reforms offer a viable pathway for enhancing Nigeria’s fiscal 

environment, provided there is robust oversight, continuous innovation, and collaborative 

efforts between auditors, tax authorities, and businesses. 
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INTRODUCTION 

Tax reforms are critical for fostering economic growth and ensuring that governments can 

adequately fund public services. In Nigeria, the need for comprehensive tax reform has been 

driven by a combination of low tax compliance rates, an over-reliance on oil revenue, and a 

lack of fiscal equity. As Nigeria seeks to diversify its revenue base and modernise its economy, 

the introduction of the proposed tax reform bills represents a key initiative in achieving these 

goals. 

These reforms are particularly aimed at addressing systemic inefficiencies in Nigeria’s tax 

administration, which has long struggled with issues such as a narrow tax base, high levels of 

informality in the economy, and widespread non-compliance (Osundina et al., 2020). Nigeria’s 

tax system, traditionally based on relatively low and uniform tax rates, is now evolving to 

embrace progressive taxation. This shift is expected to ensure a fairer distribution of the tax 

burden, with higher-income earners paying a greater proportion of taxes. 

In addition, the tax reforms introduce a derivation-based VAT distribution model, which 

allocates VAT revenues based on the region in which the tax is collected, rather than centrally. 

This aims to address regional disparities in economic development and ensure that local 

governments receive fairer shares of the revenue generated from taxes. 

The proposed reforms also seek to address the challenges posed by the increasing digitalisation 

of Nigeria’s economy. As more businesses operate online, existing tax laws have struggled to 

keep up with these changes, resulting in the loss of significant revenue from digital platforms. 

The introduction of digital economy taxation is aimed at addressing this issue, though it 

presents new compliance risks that require sophisticated auditing mechanisms (Sulaimon & 

Ibrahim, 2021). 

However, despite the anticipated benefits, the implementation of these reforms is fraught with 

challenges. Auditors, who are integral to ensuring compliance and transparency in the tax 

system, face several barriers, including limited resources, technological constraints, and the 

high level of informality in the Nigerian economy (Adebisi & Atolagbe, 2019). Therefore, a 

deep understanding of these reforms and their implications for tax compliance is crucial in 

evaluating their potential for success. 

Understanding Nigeria’s Proposed Tax Reforms 

The proposed tax reforms in Nigeria represent an ambitious effort to overhaul the country's tax 

system, aiming to enhance efficiency, equity, and revenue generation. These reforms are 

intended to address significant gaps in the existing tax structure, ensuring that taxation becomes 

more inclusive, transparent, and adaptable to the challenges posed by a rapidly changing 

economy, particularly in the digital sector.  
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Overview of Key Reforms 

The key features of the proposed reforms focus on revising the Value Added Tax (VAT) system, 

introducing progressive income tax rates, addressing tax compliance in the digital economy, 

and restructuring the distribution formula for VAT. 

Progressive Tax Rates: One of the central aspects of the reform is the introduction of 

progressive income tax rates. This system is designed to ensure that those with higher 

income pay a higher percentage of tax, which would contribute to fiscal equity. By 

taxing individuals and businesses according to their income or profits, the reform aims 

to create a more equitable tax system where the wealthy contribute more towards public 

services. 

Derivation-Based VAT Distribution: The reform also proposes a new VAT 

distribution model, which is based on a derivation principle. This would see VAT 

revenues distributed not only on a population-based formula but also on the basis of 

regional economic activity. This approach is expected to address the disparities between 

Nigeria's regions, as areas with higher economic output (such as Lagos or the Niger 

Delta) would receive a larger share of VAT revenues. This has the potential to 

encourage greater tax compliance by making citizens more aware of the tangible 

benefits their regions receive from tax revenues (Chukwuemeka & Ezeani, 2021). 

Digital Economy and Taxation: A notable challenge in the global economy is 

ensuring that the digital economy contributes its fair share of tax. The proposed reforms 

include measures to regulate e-commerce, digital services, and transactions conducted 

through platforms such as online marketplaces and cryptocurrency exchanges. This 

aims to close loopholes and improve the effectiveness of tax collection in an 

increasingly digital world. This is particularly pertinent as Nigeria's digital economy 

continues to grow at an unprecedented rate (Dube, 2022). 

RATIONALE BEHIND THE REFORMS 

The proposed tax reforms are a direct response to the increasing demand for fiscal equity, 

economic growth, and more robust public services in Nigeria. There are several underlying 

reasons for the reform: 

Revenue Shortfalls: Nigeria has long faced challenges in collecting sufficient tax 

revenues to fund public services. Despite being one of the largest economies in Africa, 

Nigeria's tax-to-GDP ratio remains one of the lowest globally. This is primarily due to 

inefficiencies in tax collection, limited taxpayer base, and the substantial informal 

economy. The reform seeks to address these challenges by broadening the tax base, 

increasing compliance, and plugging revenue leakages. 

Economic Diversification: Nigeria's heavy dependence on oil exports has exposed it 

to volatile oil prices, leading to fluctuating government revenues. The reforms seek to 

diversify revenue sources by increasing non-oil tax contributions, particularly through 
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the VAT system, which is more stable and can be collected from a wider base. This is 

crucial for ensuring sustainable economic development (Ogundele, 2021). 

Equity and Social Justice: A primary objective of the tax reforms is to address regional 

disparities and foster social equity. The derivation-based VAT distribution system is a 

response to long-standing complaints from certain regions of Nigeria that the 

centralised distribution of tax revenues does not reflect their contribution to the national 

economy. By implementing a fairer distribution mechanism, the reforms aim to ensure 

that the regions generating higher economic output can reinvest those resources locally, 

promoting development and reducing inequalities (Chukwuemeka & Ezeani, 2021). 

 Anticipated Challenges in the Implementation of Reforms 

While the proposed reforms offer considerable potential, their implementation is not without 

challenges. Several key obstacles must be addressed for the reforms to succeed. 

Resistance from Taxpayers: As with any substantial reform, there will likely be 

resistance from both individuals and businesses. Many taxpayers in Nigeria may be 

sceptical of the government’s ability to effectively manage and allocate tax revenues. 

Without effective communication and public engagement, the reforms may face 

significant pushback, particularly from the informal sector, which remains largely 

outside the tax system (Akintoye & Olabisi, 2020). 

Limited Technological Infrastructure: Nigeria’s tax administration faces significant 

challenges related to technology. Although the proposed reforms include digital 

solutions for monitoring tax compliance, the country’s tax authorities must overcome 

technological barriers to implement these systems. Many tax offices still operate with 

outdated software, and a lack of capacity to monitor and track e-commerce transactions 

could undermine the intended benefits of the reforms (Sulaimon & Ibrahim, 2021). 

Corruption and Governance Issues: Corruption remains a pervasive issue within 

Nigeria’s public sector, and the tax administration is no exception. Even with advanced 

technology and new regulations in place, tax evasion and fraud may continue if there is 

insufficient oversight or weak enforcement mechanisms. Ensuring the independence of 

auditors and increasing transparency in the tax collection process are critical to reducing 

these risks (Osundina et al., 2020). 

The Role of Stakeholders in the Reform Process 

The success of the tax reforms depends not only on the government and tax authorities but also 

on active engagement from key stakeholders, including businesses, taxpayers, and auditors. 

Policymakers must prioritise communication and collaboration with these groups to ensure 

widespread understanding of the reforms. Moreover, tax education programmes should be 

launched to explain the benefits of the reforms, especially in terms of social equity and regional 

development, to foster buy-in from the public. 
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Furthermore, collaboration between auditors, tax authorities, and businesses will be essential 

in ensuring proper monitoring and compliance. Auditors, as gatekeepers of financial integrity, 

will play a vital role in overseeing the implementation of the reforms and addressing any 

potential compliance gaps (Peters & Eyitayo, 2022). 

COMPLIANCE RISKS AND CHALLENGES 

The implementation of the proposed tax reforms introduces several compliance risks that must 

be carefully managed to avoid undermining the goals of the reform. These risks are linked to 

both the complexity of the new tax laws and the broader challenges inherent in Nigeria’s 

economic and social structure. 

Complexity and Understanding: One of the most significant risks is the complexity of the 

new tax regulations. With the introduction of progressive tax rates, new VAT distribution 

models, and digital economy taxes, taxpayers and businesses may find it difficult to fully 

understand their obligations. This complexity increases the risk of non-compliance, as 

individuals and businesses may inadvertently fail to meet their tax obligations due to confusion 

or lack of awareness (Adebisi & Atolagbe, 2019). 

Tax Evasion and Fraud: The introduction of new tax laws also creates opportunities for tax 

evasion and fraud. In Nigeria, tax evasion remains a significant issue, particularly within the 

informal sector, where many individuals and businesses operate outside the formal tax system. 

With the increase in VAT rates and the expansion of taxable activities, there may be a higher 

incidence of underreporting and misreporting of income, which could undermine the 

effectiveness of the reforms (Ogundele, 2021). 

Resistance from Taxpayers: Resistance from taxpayers is another key challenge. Many 

Nigerians have a deep mistrust of the tax system, which is often perceived as inefficient and 

corrupt. This resistance can result in low levels of voluntary compliance, particularly in regions 

with a high concentration of informal businesses (Osundina et al., 2020). Public education and 

awareness campaigns will be critical in addressing this issue and fostering a culture of 

compliance. 

Technological Limitations: The rapid growth of the digital economy presents another 

challenge for tax authorities. Without the necessary technological infrastructure and systems 

in place, it will be difficult for auditors to track online transactions and ensure compliance. 

Furthermore, there may be difficulties in integrating the new tax regulations into Nigeria’s 

existing tax administration systems (Galea et al., 2020). 

 THE AUDITOR’S ROLE IN ENSURING COMPLIANCE 

Auditors play an indispensable role in ensuring the effectiveness of tax reforms, especially in 

complex environments such as Nigeria’s evolving tax landscape. Their primary function is to 

evaluate the accuracy and integrity of financial statements, ensuring compliance with both 

existing and newly introduced tax regulations. This role becomes even more significant with 
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the introduction of new and potentially complex provisions such as progressive tax rates, the 

derivation-based VAT distribution system, and digital economy taxation. 

 Key Functions of Auditors in the Tax Reform Process 

Verification of Tax Compliance: 

One of the fundamental responsibilities of auditors is to verify whether taxpayers are 

complying with the new tax regulations. This includes ensuring that businesses are 

accurately calculating their VAT obligations, adhering to progressive tax rates, and 

fully reporting taxable income from digital platforms. Auditors must be diligent in 

reviewing financial records, transaction histories, and declarations to ensure 

compliance with tax laws. In particular, the introduction of a derivation-based VAT 

distribution formula necessitates auditors to confirm that VAT payments are correctly 

allocated according to regional economic activities (Ishola & Abiola, 2021). 

Detection of Tax Evasion and Fraud: 

Tax evasion remains a persistent issue, exacerbated by the informal economy, 

underreporting of income, and fraudulent manipulation of financial data. Auditors must 

use advanced tools and techniques, such as forensic auditing and data analytics, to 

identify irregularities and potential tax fraud. The rise of digital transactions also 

increases the opportunity for tax evasion through underreported e-commerce sales or 

unreported cryptocurrencies. The auditor’s role in detecting and reporting such 

activities is critical in maintaining tax system integrity (Aliyu, 2022). 

Advisory Role in Strengthening Internal Controls: 

Beyond compliance verification, auditors also provide valuable recommendations to 

businesses on strengthening internal controls to ensure future compliance. This could 

involve advising on better tracking mechanisms for digital transactions, implementing 

stricter financial reporting practices, or improving the integrity of VAT documentation. 

By collaborating with businesses to enhance their internal control systems, auditors 

help foster a culture of compliance that can be sustained even in the face of future 

reforms (Ogunleye & Ogunjumo, 2021). 

Ensuring Transparency and Accountability: 

Auditors must ensure that the process of tax collection and distribution is transparent 

and that revenues are allocated fairly, especially under the new VAT distribution 

formula. By reviewing government expenditure and tax allocation to regions, auditors 

help ensure that the derived VAT amounts reach their designated destinations, which 

can improve trust in the system and encourage taxpayer compliance (Omotosho, 2021). 

Promotion of Fair Tax Practices: 

Auditors also advocate for fair and equal treatment of taxpayers, making sure that no 

one is unfairly targeted or penalised. This helps in building taxpayer confidence in the 

tax system, reducing resistance, and promoting voluntary compliance. This advocacy 

also extends to suggesting reforms to address inconsistencies in tax policy that may 

unfairly burden certain groups (Adebayo, 2022). 
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Challenges Faced by Auditors in Nigeria 

Auditors in Nigeria face several challenges that can hinder their ability to ensure tax 

compliance effectively: 

Inadequate Technological Tools: Many auditors still rely on outdated tools for 

performing audits, which can limit their ability to handle the complexities of digital 

transactions, e-commerce, or large datasets. This underscores the need for continuous 

training and investment in technology to allow auditors to function effectively in a 

modern tax environment (Ogunleye, 2020). 

Corruption and Lack of Independence: Corruption within the tax administration 

system can undermine the effectiveness of auditors. A lack of auditor independence can 

lead to biased reporting, which may allow non-compliant taxpayers to evade taxes 

without consequence. Establishing clear safeguards and ensuring auditors have the 

freedom to report honestly is crucial in addressing these issues (Osundina et al., 2020). 

Limited Public Trust: Many Nigerians view the tax system with distrust, often due to 

a perceived lack of accountability and transparency in government spending. Without 

public trust in the tax administration system, even the most diligent auditing efforts may 

not achieve the desired results. Building public confidence through transparency and 

consistent enforcement of laws is essential for achieving compliance. 

STRATEGIES FOR RISK MITIGATION 

The successful implementation of Nigeria's tax reforms will inevitably encounter risks, ranging 

from compliance issues to resistance from taxpayers. Mitigating these risks is essential to 

achieving the reform’s objectives of increasing revenue, improving fiscal equity, and ensuring 

economic growth. Several strategies can be employed by auditors, tax authorities, and other 

stakeholders to reduce these risks and enhance the effectiveness of the reforms. 

 Comprehensive Risk Assessment Framework 

Before addressing specific risks, auditors must develop a comprehensive risk assessment 

framework that identifies and evaluates potential threats to the successful implementation of 

tax reforms. This includes analysing risks related to non-compliance, fraud, technological 

failures, and socio-political resistance. Risk assessments should be dynamic, allowing for 

continuous monitoring and adaptation as new challenges emerge. 

Investment in Technology and Data Analytics 

A key strategy for mitigating risk in the modern tax environment is the adoption of advanced 

technologies. Auditors should utilise data analytics, artificial intelligence (AI), and blockchain 

technologies to detect discrepancies in tax filings, track digital transactions, and identify 

patterns that indicate tax evasion. Technology can also help in managing the complexities of 
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the digital economy, including tracking online transactions and ensuring proper tax collection 

from digital businesses (Dube, 2022). 

Data Analytics: Auditors can use data analytics to analyse large datasets, identify 

trends, and spot anomalies. Automated systems can flag potential risks, allowing 

auditors to prioritise high-risk cases and focus their resources on areas of concern. This 

approach enhances efficiency, reduces the risk of human error, and ensures that audits 

are thorough and accurate. 

Blockchain Technology: Blockchain can help ensure transparency in financial 

transactions, making it easier to track the flow of funds and detect tax evasion. 

Blockchain’s immutability and transparency would be particularly useful for verifying 

digital transactions and reducing the likelihood of fraud (Ogunleye & Ogunjumo, 2021). 

Building Public Awareness and Education 

A significant component of risk mitigation is addressing the public's understanding of the new 

tax reforms. Lack of awareness often leads to non-compliance, either due to ignorance of tax 

obligations or deliberate attempts to evade taxes. Governments and auditors should prioritise 

tax education campaigns to explain the purpose and benefits of the reforms to the general public. 

Educating businesses, especially those in the informal sector, about their tax obligations and 

the penalties for non-compliance is critical. Tax awareness campaigns should also focus on the 

importance of VAT, digital economy taxation, and how the new VAT distribution formula 

benefits regional development. 

 Strengthening Enforcement Mechanisms 

A robust enforcement framework is essential for ensuring compliance. Risk mitigation cannot 

be successful if taxpayers believe there are no consequences for non-compliance. Auditors, in 

collaboration with tax authorities, should develop stringent enforcement policies that ensure 

that penalties for tax evasion are applied consistently and fairly. 

This includes improving the capacity of tax authorities to conduct timely audits, increasing 

penalties for fraudulent tax practices, and expanding the use of forensic audits to uncover non-

compliant behaviour. Auditors should also work with tax authorities to close loopholes that 

may allow tax avoidance, particularly in relation to digital platforms and cross-border 

transactions. 

Collaboration Between Stakeholders 

Collaboration between auditors, tax authorities, businesses, and taxpayers is crucial to 

managing risk. Regular communication between these groups ensures that concerns are 

addressed early, and potential issues are flagged before they escalate. For example, businesses 

may encounter difficulties in implementing the new tax rules, and auditors can offer advice to 
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ensure compliance. This collaborative approach not only reduces risks but also fosters a sense 

of shared responsibility for the success of the tax reforms (Omotosho, 2021). 

 OPPORTUNITIES FOR GROWTH 

While the implementation of Nigeria’s proposed tax reforms presents several challenges, it also 

offers a range of opportunities that could significantly enhance the country’s tax system, 

improve compliance, and stimulate overall economic growth. These opportunities lie in the 

reform’s potential to modernise tax administration, strengthen the relationship between 

taxpayers and tax authorities, and introduce innovative technologies to support transparency 

and efficiency. This section examines these opportunities for growth from both a systemic and 

an institutional perspective, offering a path towards a more resilient and equitable tax system 

in Nigeria. 

Strengthening Tax Compliance through Technology 

One of the key opportunities for growth lies in the adoption of advanced technologies to 

improve tax compliance and administration. The increased use of digital platforms and 

technological tools has the potential to streamline tax collection processes, reduce 

administrative costs, and enhance the accuracy of reporting. Technologies such as blockchain, 

artificial intelligence (AI), and data analytics can be leveraged to monitor transactions, detect 

anomalies, and prevent fraud. These technologies also offer opportunities for enhancing 

taxpayer education and increasing awareness about the importance of compliance, ensuring 

that citizens and businesses are well-informed and engaged in the tax process. 

Blockchain and Digital Auditing: 

Blockchain’s immutable nature presents a significant opportunity to improve 

transparency in financial transactions, thereby reducing the potential for tax evasion 

and fraud. Through blockchain technology, all taxable transactions are recorded 

transparently and securely, making it easier for auditors to track and verify compliance. 

The implementation of blockchain in tax audits could significantly reduce the incidence 

of underreported or unreported transactions in both the formal and informal sectors 

(Ogunleye & Ogunjumo, 2021). This would lead to a more efficient tax system, with 

clearer audit trails and reduced opportunities for manipulation. 

Data Analytics for Improved Enforcement: 

The growing volume of financial data presents both a challenge and an opportunity. 

Auditors and tax authorities can use data analytics tools to identify trends in financial 

reporting, uncover hidden revenue streams, and flag suspicious activities. AI-driven 

algorithms can analyse large datasets quickly, allowing auditors to focus on high-risk 

areas. By implementing advanced data analytics, Nigeria can improve its ability to 

detect tax evasion, ensure compliance with the new VAT distribution system, and 

identify businesses operating in the digital economy that may not be contributing 

adequately to the tax system (Dube, 2022). 

Fostering Public-Private Partnerships 
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Another opportunity for growth stems from fostering strong public-private partnerships (PPP) 

in the implementation of tax reforms. Collaboration between government agencies, tax 

authorities, businesses, and auditors can play a crucial role in driving the success of tax reforms. 

In particular, PPPs can improve taxpayer education and advocacy for the reforms, build trust 

in the tax system, and streamline compliance processes. 

Capacity Building and Knowledge Sharing: 

One of the challenges facing the implementation of tax reforms is the lack of capacity 

among both tax authorities and taxpayers. The government can seize the opportunity to 

collaborate with private sector entities and educational institutions to build capacity 

through training programs, workshops, and seminars. By enhancing the skills of tax 

officials, auditors, and business owners, Nigeria can foster a more efficient and 

informed tax system that is better equipped to handle the complexities of new tax rules, 

such as the introduction of digital economy taxation and the derivation-based VAT 

distribution formula (Ishola & Abiola, 2021). Additionally, businesses can benefit from 

guidance on tax compliance, reducing their likelihood of making errors or 

underreporting income. 

Trust Building: 

Public-private collaboration can also play a significant role in trust-building between 

taxpayers and tax authorities. Many Nigerians exhibit resistance to paying taxes due to 

perceptions of inefficiency, corruption, and misallocation of resources. By actively 

involving the private sector in reform processes and ensuring that businesses see 

tangible benefits from their contributions (e.g., better infrastructure and public services), 

trust in the system can be gradually built. Public-private partnerships, particularly in 

improving infrastructure and offering incentives for compliance, can reduce taxpayer 

resistance and encourage voluntary compliance (Omotosho, 2021). 

 Enhancing Fiscal Transparency and Accountability 

The reforms present a unique opportunity for Nigeria to enhance fiscal transparency and 

accountability, which are vital for improving the overall economic climate and boosting 

investor confidence. By adopting new technologies, improving public sector accountability, 

and ensuring more accurate distribution of tax revenue, the government can foster an 

environment of trust and accountability. 

Reform-Driven Transparency Initiatives: 

The introduction of the derivation-based VAT distribution system requires clear and 

transparent mechanisms to allocate VAT revenue equitably among states based on 

actual economic activities. This can be facilitated through digital platforms that track 

and report revenue flows. Implementing these transparency initiatives not only 

promotes fairness in revenue distribution but also encourages public participation in 

the tax process. Citizens are more likely to trust the system if they can see how their 

taxes are being used, which in turn improves compliance rates (Adebayo, 2022). 
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Accountability in Government Spending: 

Alongside fiscal transparency, the government must ensure accountability in the 

expenditure of tax revenue. The reform provides an opportunity for the introduction of 

better monitoring mechanisms to track government spending and ensure that public 

funds are used effectively. This can be achieved by using technology-enabled 

monitoring systems that allow real-time tracking of government expenditures. 

Enhanced accountability can reassure taxpayers that their contributions are being spent 

responsibly, which could encourage them to fulfil their tax obligations. 

 Expanding the Tax Base through Digital Economy Taxation 

A significant opportunity for growth lies in the inclusion of the digital economy in the tax 

system. As digital platforms grow and become more prominent in the Nigerian economy, it 

becomes essential to integrate them into the tax net. The reforms’ focus on digital taxation 

presents a unique opportunity to broaden the tax base and ensure that businesses in e-commerce, 

fintech, and online services contribute their fair share. 

Inclusion of E-Commerce and Tech Companies: 

As more businesses migrate to digital platforms, Nigeria has an opportunity to increase 

its tax base by taxing online transactions, digital services, and digital products. This 

includes taxing revenue generated by foreign e-commerce companies operating in the 

Nigerian market. By effectively capturing this sector, Nigeria can generate significant 

new revenue streams. The use of digital tools for tax collection can also facilitate the 

smooth integration of these businesses into the formal tax system, providing greater 

opportunities for revenue generation. 

Cross-Border Digital Transactions: 

The rise of cross-border transactions in digital platforms also presents an opportunity 

for Nigeria to enforce international tax standards. With cooperation from global digital 

companies, the Nigerian tax system could be modernised to account for the increased 

flow of money across borders. Auditors will need to ensure proper reporting and 

enforcement in this sector, and the reforms provide an opportunity to harmonise tax 

rules with international standards, allowing Nigeria to capture revenue that was 

previously under-taxed or untaxed (Dube, 2022). 

CONCLUSION 

The proposed tax reform bills in Nigeria represent a significant step toward modernising the 

nation's tax system and enhancing its capacity to generate revenue while promoting fiscal 

equity. These reforms, which include progressive tax rates, a derivation-based VAT 

distribution formula, measures to regulate the digital economy, and various adjustments to 

VAT rates, aim to create a more transparent, efficient, and inclusive tax structure. However, 

the implementation of these reforms presents complex challenges that require careful oversight 

and robust mechanisms to mitigate compliance risks. 
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The role of auditors has never been more critical. They are tasked with ensuring that these 

reforms are effectively implemented and that taxpayers adhere to the new regulations. However, 

auditors face substantial challenges, including inadequate resources, limited technological 

infrastructure, and resistance from taxpayers who may not fully understand or trust the new 

system. These hurdles must be addressed to ensure that the reforms do not become a source of 

inefficiency or further inequality. 

Auditors, however, can also turn these challenges into opportunities. The adoption of cutting-

edge digital auditing tools, such as data analytics and AI, offers auditors the potential to more 

accurately track tax compliance, especially in the digital economy. Furthermore, capacity 

building for auditors, which includes equipping them with the skills and knowledge to deal 

with the complexities of the new tax system, will strengthen Nigeria’s auditing framework. 

Beyond this, fostering greater collaboration between auditors, tax authorities, and taxpayers 

will help to build trust in the system and encourage voluntary compliance. 

To mitigate the risks posed by the new reforms, it is essential to implement strategies that 

address both the technological and human factors at play. This includes investing in modern 

auditing tools, ensuring auditors are well-trained, and engaging the public in educational 

initiatives to increase awareness and trust in the tax system. Furthermore, strengthening legal 

and institutional frameworks will be crucial in curbing corruption and ensuring the equitable 

allocation of tax revenues, particularly VAT. 

The proposed tax reforms present significant opportunities for improving Nigeria's tax system, 

their successful implementation will depend on effective auditing, adequate training, and the 

active involvement of all stakeholders in the tax system. By addressing the challenges head-on 

and leveraging the potential opportunities for growth, Nigeria can create a more sustainable 

and equitable fiscal environment, supporting long-term economic development and social 

progress 

REFERENCES 

Adebisi, J. F., & Atolagbe, T. O. (2019). The challenge of tax evasion and fraud in Nigeria. 

Journal of Taxation and Public Policy, 17(3), 45-61. 

Akintoye, R., & Olabisi, O. (2020). Public education and tax compliance in Nigeria. African 

Journal of Taxation, 5(2), 123-136. 

Chukwuemeka, M., & Ezeani, E. (2021). VAT distribution and regional disparities in Nigeria. 

International Journal of Economic Development, 12(4), 89-104. 

Dube, M. (2022). Taxation in the digital age: Addressing compliance in emerging economies. 

Journal of Tax Reform, 8(1), 1-12. 

Galea, S., et al. (2020). Auditing technology and compliance in the digital economy. 

Technology in Public Administration, 14(5), 132-145. 

http://www.iiardjournals.org/


 

 

Journal of Accounting and Financial Management E-ISSN 2504-8856 P-ISSN 2695-2211 

Vol 10. No. 12 2024 www.iiardjournals.org Online Version 

 

 

 
 

 IIARD – International Institute of Academic Research and Development 
 

Page 105 

Ogundele, O. (2021). The economic impact of Nigeria’s VAT reforms. Economic Review, 

29(2), 67-83. 

Ogunleye, J., & Adebayo, T. (2022). Taxation in Nigeria: A new dawn for fiscal equity. 

Journal of African Economics, 34(1), 56-71. 

Osundina, O., et al. (2020). Barriers to effective tax collection in Nigeria: A critical analysis. 

African Journal of Accounting and Finance, 18(3), 87-101. 

Peters, G., & Eyitayo, S. (2022). Capacity-building for tax auditors in Nigeria. Journal of 

Government and Public Affairs, 15(4), 123-137. 

Sulaimon, O., & Ibrahim, L. (2021). Digital economy and taxation in Nigeria. International 

Journal of Digital Taxation, 2(3), 58-71. 

Zhang, J., et al. (2021). The role of artificial intelligence in auditing tax compliance. Journal 

of Taxation Technology, 9(4), 92-107. 

http://www.iiardjournals.org/

