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EEFORMING DEFICIENCIES IN NIGERIA'S TAX ADM INISTRATTON USING
BEST GLOBAL PRACTICES
By

Hafsat Ivabo Sa’adu, Ph.D” and Ebenezer Ajayi, LLB."

ABSTRACT ]

Due 1o the filing economy of several countries of the world. including
developed and develuping coanamics, there has been urgent and pressing
need for & sustmnable source of revenue to fund the ecomomy. Several
countrics of the world have identified and operated taxation as a
dependable and lasting source of revenue for the nations’ economy.
Nigeria inclusive. Migeria at present is expeniencing vast decline in irs
Tevenue generation and the Gross Domestic Product (GDP) as well as the
living standard of the citizenry is exponentially declining mainly because
of the fall in intemnational price of crede oil. Crude il has been, for over
five decades. the main source of sustaining and growing.the Nigerian
“conomy. Nigeria has a nation can only exploit the cconomic benefits
laden in taxation & a means of generating immense revenue for
sustaiming and growing the econonty. This has been cvident in COumiTies
hke Irelend. Denmark. Germany, and France. where taxation coaitnbutes
massively w the economics of the various countries, as reflected i their
Gross Damestic Products (GDPL The viability of taxation in Nigeria,
Juzt Bike in any country. is however dependant on the cffectivencss and
adequacy of the tax administrarion Syslem. A country’s #saltion Toiurns
cannal go beyond s tax administrative proficiency. As such, in paLying
Proper aftention to taxation in the country. there is an uneguivocal nesd
W ensure cifcctivensss and efficiency in the administration of . This
has been the hases for immense revenue generation throush tax in moost
advanced countrics, amd must slso be optimized in the Nigeran tax
syslem and this 1s what the stedy sets oul o achicve.

Keywords: Reforming. Deficiencies. Tax Administration. Best, Global,
Practicgs,
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Phis paper seeks 10 canvass for effective and adequate tax administration system in

Nigeria. The paper gives a brief historical hackground of tax administration in Nigeria.
The main objective of this paper is 1w discover the various deficiencies m tax
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admirustration in Nigera and adduce workahle substitutes o the previles
administrative systems using best glohal practices.

The paper further analvzed the practices an other jurisdictions like Ireland, Denmark
Germany and France whers taxation contrthures massively 1o the economics of thes
counimics as reflected in their Gross Domestic Products {GDP), It 1= found that most of
these nafions have ridiculously low population density compared 1o Migeria but are sil
able to pull suck high economic remurns from taxation. The main thrust of the paper is &=
proffer workable solutions to the deficicncies in tax administration in Nigeria using bes
clobal practices.

1.2 Brief History of Tax Administration in Nigeria

The carliest race of any form of direct taxation in Nigeria even befure the Brigs
Administration was in Nogthern Nigena. The Islamic relizion, which was predominant =

the North. approved of taxation as being consistent with the demand of Tslam. Thus, taxes
such as Zakka, Gada. Kararat and Janeoli were forms of taxes,

With the coming of the British. they took advantage of the tax system that was existing =
the Narthern part of the country to mtroduce direct Laxarion into the whalc country. The
history of modemn Laxation in Nigeria is waceable 1o the reforms inftiated in the fim
decade of the 2ikh Century in Northem Nigeria by the IMigh Commissioner of the the
Northern Protectorate, Sir Fredrick Lugard. Lugard izsued the Stamp Dotics Proclamarios
in 1903 and followed it with the Mative Revenue Proclamation in 1906, The . Magwe
Revenue Proclamation 1906 systamatized all pre-colomial taxes that existed in Northes
Nigena by defining taxable rates. procedires for assessment and collection a5 well =
penalties for defankt, This made away with the arbitrariness that was the case in the pe
colonial era and introduced the four cermainties essential in modern tax practice, what o
pay. when e pay, where and who ta pay to. Following the amalgamation of the Northes
and Southern Protectoratcs in 1994, the Colonial Government re-issped the Natse
Revenue Proclamation as the Native Revenue Crdinance 1917, but the application ==
still restricted (o the Northern Territories. The appiication of the Ordinance was xtendss
o the Western and Eastern Territaries in 1918 and 1927 respectively o enable the
levying of income tax in those regions. Another major reform took place in 1943 whes
the Nigerian Inland Revenue Department. the precursor to the Federal Infand Revenss
Service (FIRS)L was carved out of the Infand Revenue Depaniment .of British Wes
Africa

The changes that have occurred in the tax system since 2004 cur across cemanizations
reformation of the Federal and State authorities, the emactment of 3 National Tax Policy
funding.  legislation, taxpayer oducation, dispotc resolution mochamism, laxpave
registration, human capacity building, automation of key processes. refund mecharie

Tauwatin in Migeria Originand Importands of Tauatie m Migrria’ !
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and several other areas discussed in detail in the handbook of the Federal Inland Revenue
service (FIRS) and Taxation Reforms in Democratic NMigeria - 2012 % Political and socio-
sconomic factors usaally provide the context for every reform process. In the case of the
2KK reform era, the need to shifl emphasis from oil 1 @ more sustainable source of
funding has heen the overnding consideration. Of particular importance is the peed 1o
develop Lhe non-oil fax segment and increase its overzll contribution to the national
coffers. Focused determination. suppont of key stakeholders and cnabling political and
leral environments have been critical in the successes recorded 1o date

13 The Impact of Tax Administration on Revenwe Generation in Nigeria

From the Annual Conclusion of revenue genesated from taxation published hy the
Federal Inland Revenue Service (FIRS). it reveals that revenue generated from taxation
aiways supersedes the Tax Target of the federal government and. except for year 2001
2007 and 2000 revenue generated in the succeeding vear incroases by an averase of
19%. The: obvious deduction from this is that tax administration always oot better in the
succeeding year than the previous year,”

This shows the effect of proper and adequate tax administration: or, inversely, poor and
madequale Lax administration may have on revenue generated from taxstion in Migena
14 Deficiencies in Tax Administration in Nigeria

The challenges confronting tax administration in Nigeria have been known o have
Scavily inhibited: the ultimate revenue gencrative prowess of taxation in the Nigerian
economiy. These challenges or deficiencies were aptly apprehended in the Charterad
Institute of Taxation of Nigeria €CTTIN) 2002 Tax Cioide® which revealed thar

Tax admimstration is particularly hand here becanse literacy level

15 low and recond keeping is not vet a popular culture. There are

nol cnough tax officials 1o cover the ficld. Most of the officials are

litthe tramed, il cquipped. badly remuncrsicd and comupl...

Governments in Nigeria are perceived as a cormupt and selfish low

w0 whom money should not ever be voluntanly given. Taxcs paid

arc expected 10 ¢nd up in privats pockets, not in public utilities.”
Ihese problems were highlighted far back in 2002 but they are still subsisting becanss tax
admimisiration in Nigeria reveals that nor much effort has been expended in improving
Nigeria's lax admimstrative system. The problems which have been identificd will be
exarmmed one afier the other.

s
",
* Sew the Federal Inland Revenue Screce Annual Repoem on revenos genersted betaven year 00 and 25 on
<oitpyf . firs poee g o gy cessed on Fuly 2016
* O {Chartered Institane of Taxation of Migeria) [2002) TN Nigerian Tee Guide Statutes’. Lagos

These prablem s wiere kaghfiphted far beck in 2002, conSiderabsy became of the uvenile nature of our Tax syslem then
#i= are now in 2006, fraefedn (14) years after and the probiems fading Tax adménatration are stiS persipeny 3= the
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1.5 Complexity of Tax Laws

Tax is & produce of stanute. as such nights, obligations and Hahilities in relation 10 tax are
o be deduced from tax laws.” Tn fact. Lord Blackbum in Coltness fron Company o
Blusck” pusited in relation to the imposition and enforceability of ta laws, that:

No tax can be imposed on the subject without the words in an Act
of Parliament clearly showing an intenticn to lay a burden on him
But when thal intention is sufficiently shown, it is wvain 1o
speculate oo what would be the fairest and most equitahlc mode of
levying that tax.

Tax Jaws constinite an important factor in the administration of tax in Nigeria, Just as i
any other jurisdiction. In tax administration and enforcement. the importance of clear and
ant unambiguous language can never be overemphasized. This i because understanding
of language in any document is very essential for either action or inaction.™® However, the
tax laws in Nigeria have been overly complicated in words and structure. Tax laws in
Nigeria are waywardly lefi unastended to. Whereas tax laws are subject lo comstant
review and changes in most developed countries of the world, the refirsal for necessary
constant review of our tax laws hedevils the efficiency of tax administration in Nigeria
The complexity in the laws makes jt difficult for tax administrators themsclves 1
effectively comprehend and executs the provisions of the laws to the spint. More to this
15 the avoidable backlash experienced by taxpayer’s who finds interest in apprehending
thear stipulated obligations and rights under the much complex laws "

A procedural ambigeity in some Nigerian tax laws shows that the combined
interpretation of Sections. 29(1) and 31(2) of the Companics Income Tax Act' is laden
with ambiguity because a combined intcrpretation of the two sections consttotes
misdirection of procedure on deductibility and assessment of the yearly company peol
tax pavable."

Section 2(4) of the Personal Income Tax Act also bears some conmradiciory of
ambiguous provisions. It savs that “in the casc of a villsge or other indiganons
commun:tics, tax may be tmposed for any year only by the law of the territory on wiich
fhat community 3= 1o be found * This statement itself may ordinarily seem clear enoagh,
especially o undiscerning minds. however, the provision provokes an equivocation as to
the “law’ it refers to. No paricular law was mentioned in the provision. neither was any

' & Legal Analysis ol the Tamtion of Baridng Butimess = Migeria (1550 — Z000) Ph,0, Thess Eaculy of Law, L ity of
llgrin, atied i Dlokagha 5.6, Esreem A8, & Zakpriyah LK, “Gmbigumics in the Nigedin Tax Laws' [2513) e Sk
Re=view. p725.

" {iER1} 6 AT 31S,

Tk, p 127,

g

¥ Cap 71, Lewz of the Federation of Migaria, 2007,

& Legal Anabyus of the Taatian of Banking Business in Migesria {1990 - 20400 PhuD. Thesis Faculhy al Lavw, Unieerszy of
lhawin, citied m Glokooba 5.0, Karesm &4, & Zakariyah LE., "Amdiguites in the Migpran Tax Lawy' (20030 e Tuns
Review. p 728, o

*Cap {t 11, Laws af the Fedemanion ol Migena, 2004 as ameased 2011
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== given in the definilion section, therehy leaving the interpretation and entorcement of
S provision open to the winds. -

La Difficulty of Paying Tax

W8 ease of paying tax in Nigeria also consitutes x major challenze in tax ROMInisration
W Nigena. The ease of paying 1ax in any country would either encourage or discourage
e sxpavers” from paying théir txes and in due tme, In a joint survey carried out by the
World Bank and the PriceWaterhouse Coopers (PwC) on the case of paving axes,
Wg=na is recorded to rank 181 out of 189 cconomies covered by the survey in the ease of
mERE tax. A further report by the same survey reveals that it takes 908 hours {more than
== days). “This complications and bureaucracy predominant in tax comphiance in MNigeria
smmbules negatively in no small way Lo the present challenges pravalent in the mation’s
B administration. When it is complex and cumbersome o Pay taxes. the temptation for
Swmuplion as a short cut could arise, 1o save time and reduce uncertainty about how much
=D DAy,
~"  Inadequale Taxpavers® Daty
SWETE is MO way an institution can cffectively monitor its subjects without proper
ssmation about them. The absence of adequate information about laxpayers’ in Nigera
S been a benchmark problem to tax administration in Nigeria This is particularly so for
S operating in the informal sector of the economy. There is so detailed information
m or database for the self-employed in Nigeria, rhus bringing them into the tax net is
Ecult. "
= scinowledging the grand inadequacy of taxpayers’ information by tax authorities in
Segenia, Sir Oseni Elemah, the Chairman. Fdo State Intermal Revenue Service,” revealed
S over 80 percent of Nigerians do not have the Tax Payers ldentification Number.
w=ch directly means that aver 80 percent of Nigerians are not within the tax nat af 4
o tax authorites, thersby not subject to the admimistration of tax_ %a miny millions
% Nigenans. panticularly wealthy and affluent Nigerians find a way of SCOODInE
Semselves off the template of tax administration, The pencral effect of this 1= low
s=wenue generation by the povernment from taxation.

E Administralive Challenges
Seneral adminisirative Operations among tax authofities in Nigeria [urther serve az a cog

m the wheel of progressive and efficient rux administration. This relates to the isspe of
==Ting. funding, availability of essential recouees for tax administration, There is

@y Tazes JO1E. Pat and World Sank bt e por Loy e S re s e eyt taren- JO2E hilin| accscsed oo
o by, 2016
~ Esgatar P4, ond Alred, S Persanal irome Tax Acministrataon s Migeria; Challengas and Pronpects foe Increased
S Generation Irgem Soff Frployed Pesans o the Scciety’. {2012y 1 {1k 1-11. Ghefaal Husingss and Fronpmics
Besarch Jiaral
ol pmyn ewesisiceria, e LG E shnigeian-ga natpay4 s Puttlished gn 14 May 2005 scposses
o I8 Mardh, 26
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madeguiate staffing or manpower of the tax  authortes camy. out e
administrative assignment efficiently and thes has constituted 2 major ohem
suceessiul tax administrarion, leading 1o the low revenye Renerated for the country
i5 also the inadequate umding of tax awthorities which adversely infleenss
admenistration. When there are inadequare or limited resgurces 1o relate with taxs
and furmsh fiecessary tax administrafive responsibilities, tax officials will
find it difficulr 10 optimaily perform their tax administrat
faw and as expected for the nourish ment of the cconomy. ™
Tax authorities Iack the required inst
compliance effectively. Nigerians w
annually tor comply with their tax o
they will effectivel]

Hipia

ve oblizgations as rog

itutional capacity 1o administer and e
fo file rax tefums spend approximately 935
bligation." If the wx authorities an wall £
¥ and optimally respond 1o acnunisteative jssues, thereby rednc
difficultics faced by taxpayers” in complving with tax.

1.9 Inadequate Taxpayers’ Orientation and Sensitization

Tax  administration s

ol operanional amajps
adiinistrstion is two o

o i single way or insitges
r three way traffic:
lexpayers” themselves. The disregard of une
alfecting the adminisircation of pax

Mlminisiration.

the tax authority, the tx Jaws and
rthe others will mo g long way in ngs
but will prevent an effigient and successs

The inadeguare sensihzation and tax orfentation programs bemng initiated and iz
by relevant tax autharities for the consciousness and. anarcness of the public {who ==
taxpayers’) is definiety shor-changing the . sovernment 0 terms of pesded e
through taxation. This is eviden through the statistics siven by Oseni ™ e i
Edo State Tnland Revenue service. The public are niH sufficiently aware of
obligation Pay I or how 1o even oo about the fulfilment of this obligalion. Some
fax o wrong hands. like the streel-hovs and wours o iy ahout flaunting themsclves =
authonities. basically hecapse they lack the Recessary awareness on how o fulfi] rhee
obligations. (thers are neg HESINOUS of paying taxes because they lack sensitization o
very benefit they derive in paying their ax. This is an arga where the varios
authoritics need 1o mprove drastically on for efficient and eftective tax administraie
Mest of the sell-emplayed raxpayers do not know wh
Y 10, where 10 pay and what relief and allow
L1 Corruption amoarg Tax Officials
Anciher hasic challenge 10

efficient and effective pax administration
comuption among tax officials: It is 25 ag enlirwfi]

M Lax e pay, when 10 pay, Wi
ance they are entitled 10,2

in ‘Nigers
or unauthorized act engaged in

T ¥asie H, Urtailed Gualalng: lar improved Tax Anrimistration in Latin Amterics and the Carihlenny ‘Chaptor 14 B
Fiaaning and Mosourg e Managriment’ | a0 LR30CTng In Puale Finaneial Manapement, 2113y

Faram, O “Migerta- and 1he Fass of Paying Tawcs a Cnurstry in Meed of Cysardanaead Aanraarh o Tax B
LT i PN esssnideng. peney M3 5 R Almipay =T A2k el S Lsseed 6o 3T March, Hllh.
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sublic office: using his or her position 1o receive a hribe, directly or through a family
member oF associdle. in cxchange for making a benefit available 1o a member of the
public.” Those who are ordinarily charged with the legal responsibility of enforcing tax
iaws und cnsuring tax compliance are the ones who help and encourage taxpayers’ to
evade and avoid tax payment. They do this normially for financial sains and benefis
which should ordinarily ecomue to the government.

some tax officials collude with would be laxpayers to defraud the government of her
mnes. A large chunk of revenue that is suppose to come into government coffers ended
Sp in private pockets compounding problems of povermment s inability 1o provide the
Basic infrastructure necded for the orderly develupment of the society.”

Cormuption drastically reduces tax revenues, forcing sovernments 10 find other avenues
for financing government expenditure, including borrowine. Future fiscal Mexihility is
reduced, because servicing of debt has to be given priority over other expendimies. This

creales A vickous circle endangering fiscal suswainability. ™

L1l Unproductive Use of Taxpayers’ Money

Une of the many challenges bedevilling tax administration in Nigeria is the unproductive
ase of taxpayers’ money. Nobody wants to put hard-earned money [N a purse or pocket
that will not make productive use of it or render accountable response in relation to
money given. This is the same siwation in Nigeria Taxpayers' are less wilimg to pay tax.
chonsing rather 1o evade and avoid tax payment because they feel their money being paid
a5 tax will not be used judiciously for the presupposed agenda. Ruther, they feel they will
only he enriching the already rick political tycoons of the aation.™

L1Z  Inadequale Enforcement of Penal Consequences

Existing delerrent tax measures in Nigeria are inadequate in their very mature and have
=0t helped to promote tax administration and tax compliance in the country.® The fear of
sanclion. punitive sanclion gencrally arouses individuals and companies to opt for lawful
operation and compliance with tax laws. However, where the punitive measures being
saopted 10 deter mdividuals and companics from evading and aveiding tax are not
adequate, they will inherently be mclined 1owards pleasuring themselves with what was
customarily meant for governmenl

" bham F. A and iacgly OF. Tffect of Comuprion &n Tex Revenues in the Mafdle Eact' [Faner presented at the IMF
satifyie and Fiscal Adtains Deperirent Warkng Paper, 2007).
¥ Angatus P ang Afred, S o 'Prersooal Incon: Tax Administranon in Niperia: Chelienpes and Fropects [or increased
Sewriae Leneration froor Sell Finployed Persans incthe Sodehy”. (20125 1 013 111 Giohal Busineds anid [oonomics
Fewwanth Fwrnal.
SDETOL P meewsniRe T s 20T TR0 of meriAne-goenes-pay e pullished on IR0 May 2015 sooeszed
o= 22 arch, 016G
* ttahosh, TP Corrooton in Tas AdreionTration”. Ihid: P. & [Paper presented ot the Woehd Mark Sumemit, Washagsim
=l ST
5 15 quite ursteritandable ninging by, Bre scredsdng gap SetweenLhe rch and the padrin ghe PMyzenan socety and

e unprocdiirTive Coeruption trials in oo

Anyaduba L0, Moduge 2, ang Keandy T ibid "Lsterrent Tax Measres and Tax Compliance in Mipern” [Z012}4011}
faropeanJour il id Bissems ond MAansgreaenr & 3




The Personal Incomes Tax Act™ provides penafty for failure to deduct tax thus:

Any person of body corporme who. being obliped to deduct tax
fails to deduct or having dedocted fails to remit such deducted tax
within thiny days from the duy the tax was deducted shall be liable
0 & penalty of an amount of 10 percent of the tax not deducted or
remitted plus imterest at the prevailing monctary policy of the
Central Bank of Nigeria,
It further provides penalty for non-payment of personal income tax thus: _

Il any income charged by an sssessment is not paid within the
peniod prescribed. a sum equal w 10 percent per annum of the tax
shall b added thereto. and the provisions of this Ac relating 1o

the recovery and collection of tax shall apply to the recovery and
collection of that sum ™

For companies” income tax, Section 82 of the Companies’ Income Tax Act 2007 pros
the punishment for failure to comply with companies’ income tax thus:

Any person who being obliged w deduct any tax fails 1o deduct or
having deducted fails o remit such deducted tax 1o the Board
within twenly on¢ days from the day the tax was deducted or the
time the doty to deduct arose. shali he liable w 2 penalty of an
amount of 11 percent of the tax withheld o not remitted.

The Companies” Income Tax Act further provides a punitive fine of N20. 000 ini
and a subsequent N2, (00 fine for every day for which the non-compliance continuss ™
These punitive provisions in the various rax laws appear ineffective. judging by the i
of tax cvasion and avoidance prevalent in the tax system Gl date. Tmmediate follow-up
contact non-filers and taxpayers whase pavments did not mateh their Babiliies is
nemlocied,

113 Best Global Practices on Tax-Administgation - i

The Federal Intand Revenye Service (FIRS). 2 the central tax authority, has conde
various stakeholder mectings whose aims, amongst others, include: obtaining feedhe
on Ly pracices: enlightening mxpavers' on controversial regulations; and informing &
practibonets on proposed imtiativgs. It is noteworthy that Federat Inland Bevenus Sorie
(FIR5) has been able to provide clarity to n extent that taxpayers, (whe were hithens
the dark ahout ihn:'ir-iﬂ'rhgﬂﬂﬁm and at the mercy of tax administrators), as well as shape
better lax administration throngh sn ‘all inclusive government' throggh these fomss
Nevetheless. moch more still need w be done, in view of the multifarions chall E
facing the admimistration of taxation in Nigeria. This can mostly be achieved

'y

=
" Section 74, Mersonal Income Tax ek, 2017 35 arvended
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= other junsdictions where they have been mostly successful ® These best alobal
sractices are low corruption rating of the government. adequale taxpayers’ information,

sroper enforcement of tax punishments, and so on. These will now be explained one after
e other 3

L3  Very Low Corruption Rating

A very important factor for effective and successful tax admisnistration is 4 low COTTHpiion
stz 1 the country. TaXpavers' arc meant to be assured thar their hard-eamed moncy
mmutied inlo government coffer will he Judiciously utilised for public benefit. In the
ssentrics with high tax returns and compliance recond, having high tax to GDP ratio, theis
srruption ranking is particularly bow. !

Saurna has 43,4 percent tax o GDP ratic, which means mevenie generated throush
wsation in Lhe country constitutes 43.4 percent of the total monetary value of all aoods
= services produced in a year. Denmiark has 49.0 percent tax to GDP ratio. Sweden has
&5 ¥ percent tax 10 GDP ratio. Finland has 43.6 percent 1ax o GOP ratio, The essence of
Sess statistics in terms of ax to CGross Domestic Product ratio of these cotnises is that it
sgmitics the hagh rare of tax compliance in these countries. That means Laxpivers in these
ssentrics are more willing to pay tax and less obliged towards evading or avoiding tax
sevment. A major factor in influencing this is te low cormupton prafile of these various
L E'I.‘.'Li.:"E

® e Corruption Perception Index for 2005, Denmark ranks as the least comupt nation
& & world. Finland ranks as the second least cormape nation in the world. Sweden ranks
S feast corrupt and Austria ranks as the sixteenth least corrupt ration in the world, The
wes Jow cormuption level of these countries explains the reason for huge tax retums,
specially in relation to their Gross Domestic Producy ™

15 Adequate Taxpayers™ Data

Wee of the definite requirements for an cfficient and effective lax administeation is Proper
= up-lo-date (which sums up 1o adequate} taxpayers” information. This has been
wctised in several jurisdictions to be instrumental towards successful tax administration.
Sese mencrally involve the collection. recording, and maintenance of basic identifyine
sigayer information and data in the x administration’s master datahase that allows the
W administration to understand its taxpayer base and to plan accordingly. There 1 no

semmacoang Tax Adeministraton during Tough Doonamis Timss " (Canadan Skihal Infarmaticn, Mortreal 209
wemarency Bt rnatomal ‘Cormaptian Farcepton Inde’
e B paF ey oo U LS il ancessed an 74 Py 2000
-
-

=

Bserving. learning and incprporating the best practices in tax administration obtainable:




waYy lax administrators can collect amd documenr 1ax payments from individual incoss
L 1 . ' |
SATErs O companics if they are not comprehended wilhin the darabase

Netherlands and Canady arp regarded a5 the prominent countries with the best recond o
registration of Laxpayers. They cngage in visitine new and siartine busipesses @
surreputiously incorporate them into the tax nel when they become liable to tx. The
practice has helped hah COHIOLTICS i ensuning tha: every individnal INCOMNBE CAMNEr 258
businesses liable 1o pay fax do not evade or avoid ax. ¥

Ll6 Due Enforcement of Tax Punishments

It is important for the success of tax administration thar the punishnients contained in g
various tax laws for tax related offences be adequately enforced by relévan w

authoritics, This has enabled an enviahje level of snecess in some counries of the wiorks

wher: tax contribuies S00TMOously to national revenpe

To achieve an impressive success in tax revenue through the administration of tax; closs
allention must be paid 1o such smple tasks as ensuring that those who are in the SySiess
file on Gme and pay the amounts due. An adequate penalty structure is needed 1o cnses
that those who should register do so, that those who should file do 5o, and that those wie
under-repon their tax bases are sufliciently penalized 1o deter tax evasion. ™

LI7  Elimination of Corruption among Tax Administrators

The impurtance of honesty and faithfulness among the tax adminisirators for effecte
and efficient tax administration for increasad revenue cannot be inflated, Tt is essenci
that cormupt tax officials age completely weeded from the fax adrrinistrative system ame
are replaced with diligent and faithful oges

Developed countries™ ook conturies 1 develop and implement syseems 10 preves
dishonest tax officials from COmup practices. One key factor 1o reduce Coruption 5w
adeguately compensate tax officials so that they do not need to steal 1o five. Tdcally, s
officials should he professionally rained, promoted on the basis of meril, and Judged b
their adherence to the stiictest standapds of legality and morality. Temptation of stealing
and. cormuption should be redgced by liriting direct contact between officialy ang
taxpayers and increasing supervision when there is direct contact.*

= Brgabor b A and A¥red, 5.4, ‘Pesanal Bcome Tix Administration i Migeria: Challenges snd Prospects for [morssse
Revenue Gengration from self Emploged Persons in the Fodeny (3012 1 (1% 1011 Sobal Busing<s and opnosis
Reskarch Ingng!
:-'-uhurr. ‘RSt Practice in Tax ALTinisLration” Consafancy Report for the Matiorad Auok Office, 2007

ihid
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218 Effective Human Resources and Performance Management

Se-crive human resources management 15 2 key requircment for tax administrations
where people arc the most important enablers 10 Carmy out their main mandate, which is o
diect tax revenue® This has representsd a major reason for the success of fax
emmistration in some other jurisdictions. This involves the availability of facilities.
ssspments and mechanisms needed by the tax administrators for effective and efficient
s=formance. We take note of the fact that the Federal Inlund Beven:ze Service Act of
07 has appreciated the level of autonomy granted by the government to the tax
wharitics. it has. however, not productively resulied in effective human resources and
wformance management. This area as over Lme constituted a major challenpge 10
simistration of taxation in Nigeria; incorporated feaming from other jurisdictions will
seir the country overcome this challenge and progress in tax administeation.**

S@.-tive human resources and performance management requires quality capacity
seicing for the wx officials through quality training. exchange programme with the
geeloped countrics, and recruitment of competent staff. Adequate encouragements. in
wm of monctary incentives should also be steetched in the direction of tax officials, with
svermment ensuring duc payment of necessary salary and remuneration.t

119  Easeful Tax Payment Process ;
Mukine the process of filing tax refums and paying tax liabilities and debts easy will
sccurage voluntary tax compliance on the part of taxpayers’, As already identified
gmong the challenpes bedevilling the administration of taxation in Nigena, busimesses
o corfpanies in Nigeria spend mere than 36 days 10 comply with tax payment
ssuirements.” This herculean process will definitely. serve 25 a discourzgement to
guvnent of tax.
= iding xpayers with retums personalized with their own tax data afready filled oul
wld improve the filing process. Countries like Finland. Denmark, Sweden, Spain and
e UK all use this system, or one like iL In these countrics, many taxpayers just have Lo
e 3 tax return that the government prepares for them. rather than having to fill out
e return from scratch. In Ireland. it takes businesses sbout 3.3 work days per year 10 do
s taxes. For an average Canadian business, it takes about 15 work days. But in the
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U5, the estimagad lime it takes 2 business 1o do irs taxes js significantjy longzer, The
dverage business spends abour 33 work days on their taxes 7

L2 Decorous Treatment of Taxpayers

The success of any tax adminiseration i< hinged on the attitude of the tax adminisirators 1o
the taxpavers” and how the Laxpayers” perceive their interest 1o be catered for in the
adminisimtive processes. Optimum success in tax administration will contimually be
prpe-dream in the Nigerian tax systemn 1f taxpayers' gre continually been treaed ina
dismal way * 4 conducive tax environmens that would enhance Lxpayers” confidence a
all bevels of government should be created,

This approach rests on treating the Lxpayer as a client 1o pe served and not a thief 1o he
Caught. Unfortunately, the jager attitude il prevails in many countties ke Nigeria *

AD instrument for ensuring and Improving decorows taxpayers’ service is the creation of a
wehsite, The Nigerian tax authority, the Federal Inlang Revenue Servige (FIRS) already
nas 2 website.™ However. based on the Unitad Nations fecommendations, the Laxpayers'
websites of Singapore and Canada represent e best practice in the world, Both wehsjies
set the standards #or eser-fliendliness, ease oF #ceess of enormous information base, The
Canadian system s, in addinia bilingual.™ E-filing is avaijabl for income tax and
200ds and services tax ¥ Vinually af information nesded by taxpavers and traders i om
Line and downloadable, The Nigerian rax authority can equally tmprove on the EXisting
wehsite using the Standards of Stngapore dnd Canada, Particulariy, the Federal Inlung
Hevenue Servipe should orzanjze he website in the three major Nigerian linguazas
{Hawsa Yoruba and Izbo) v additiog 10 English, It will A58 Native income EArRers who
do not undersiang English to sl understand and eomprehend the information on the
website,

between taapayers and tax authorities. As such, Lrealing taxpayers as clients requires thag
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ks many years thereby making tax justice extremely expensive [or xplvers even with
e establishment of Tax Appeal 'l ribunal ™
131  Proper Taxpayers' Sepsitisation and Orientation
Taxpayer education s essenbial to iMPIOVInE WX administration and increasing lax
sompliance which is currently embarmassingly low as revealed by the ratio of @x to Gross
Domcstic Product (GDP).® Tax awarspess should not be once of only when e 15 new
sy projects like trapsfer pricimg, Ther should he continuous laxpayer engagement,
deation and awareness.” The vanoos X autharities can excoule this essential
~=yuirement with minimal cost by miaking MAXIMUM U of social media mechaisme,
gnd other creative mieans OF AWiIENEsS, MNew Zealand, Swedcn, Chile and Japan ure
coamirics particularty renowned for taxpayers’ insight and sen sitizarion.”” They undertakc
ensive education of Taxpayers' On Lax Programs and tax policies. which helps the
sxpayers’ feel important 10 the system.
5 potable approach being adopred in Bangladesh is the National Taxpayers Day.” which
sopraach. though without immediate productive impact i Bangladesh, has a great
potential in cRcousAEIng voluntary comphiance on te parl of the taxpavers.

122 Simplification of Tax Laws

The tax lws arc vary imporant i the scoess of any tax administration. The complexity
and ambiguity of @y laws stand as o6c of the major challenges 1o cifective and efficient
v administration in Nigena, Whereas. the stmplicity and easy comprehension Gf fax
vws has ephanced the snocess Tale oF tax administration in developed countrics. France,
spsiralia and Austria ane particularly 1€ markable for their simplified tax regimes.
sspecially for small businesscs. These conmiries achieve ZTeal SUCCESs N compliance rale
2 5 rosult of their simple tax regimes. ™

In an apposite addition to he need for the simplification of tax laws, & PrOICss apalyss
o tix faws given by USAID® Leadership in Public Financial Management (LPFM)"
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they classified the maturity of rax laws inrg four: matunty level 1 where the ax laws are
dispersed and chaotic; maturity level 2 is where the fax faws are sl dispersed e
seeking codificatan: matunty level 3 where the tax lvws Tive attained codification and
maturity devel 4 where all the ax taws are assembied in 3 single tax code called the
Model Tax Law. This can he acopied by the Nigerian government, owing io the ohviom
benefits. It would reduce the multiplicity of tax laws and imit the sindy of tas
Prachifioners to the single tax code instead of seeking several documents to discover the
Posilion of the law on 3 particular tax. Tt woyld equally reduce the multiphicity of cerais
tax fypes in different documents 25 everything will be contained in 4 single document
which can also be easily amended Ly legislalors. Both the tax adminisirators and
Luxpayers find o difficult o follow such an Assartment of multiple taws. regulations
mstructions. and decisions, perticularly since administrative PTOVISIONS are wsually
Incomsistent and alwivs digpersad among, the virioes laws and related docn mients.*

L.23  Collaboration and Cooperative Approach

Erbancing cooperative and collzborative initiarives between large companiss. other
Eovernment agencies and international A% agendies as proved to mmprove the cihicicncs
amd productiveness of administration. This fnvalves shanng and exchange of jdess
data. information. stratepics and progressive initiaives, ®

The experience of Australia Chile and Canada remuonstrate the importance of enhances
relationship with other agencies. The Organization for Economic Cooperation and
Development (OECD) in 3 restarch conducted into the bencfis and challenpes of
COOpeTAtive Initiatives berwesn gax authoritics and laree businesses in these three
Countnes suggested best practices.

It is cssential 1o work lowards a relationship of s between business and the tax
administration. In order o build s L2x administrations, should consider starting with
the assumption (unless there aro mdications 1o the con trary} that large businesses, closs=iy
manare and scrutinise their material risks and issues, minfmijse their compliance risks
through effective internal controls and seck 10 properly apply the jaw. By starting with
these assumprions, tax administrators chn focus on developing relationships built os
Muteal respect. Uansparency and openness. Engaging laroe businesses farly is the design
of imitiatives or Approaches o improve ax Gk management can also be effective in
building truse.*

Where large business difectors and semior management ask for practical sdvice aho
Steps they might consider 1 betrer understand their business” level of tax risk, the
adimunistration’ could suggest that they: have 3 broad understanding, at Jeast from =
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fmancial and bysiness perspective, of the i
ongoing operations of the business: make
procedures o nlentify muterial risks so ;
FOCESSSs IFomole fax COmplance: i
e tax implications of major transactions
overall amounts. of diflerant
SMOLOLs are increasing or decreasing, and how the 12X admuimistration i

mnd tax planning ™

The success ang efficiency of ax admunistration in Nigeria will im
&= mitiation of collaboration betwesn Nigerian tax authorities an
ther jurisdictions, and between the tax suthoriges in Nigeria
agencies.

L4 Cooclusion

= view of the challenges of tux administration in Nigeris examined in this Work angd the
e global practices equally identifiod aman & several developed counties, the following
=eommendations are made for the Nigerian govemnment ang Televant tax authorities 1
=erparale nto the administration S¥stem.

i

Prove expectedly with
d tax authoritics from
and other sovernipent

The relevant pax aothorities a1 the federal and spate levels should ensure Juc and

Srict enfurcement of (he vaTious tax laws, though with some flexibility where
Beeded. It will COMMmuUBicate sedonsness and zenuineness of the tax authorites 1o
the taxpayers,

- The Nigerian tax authorities  should
productive and Cooperalive  approach
authorities from other ‘unsdictions. particularly tax authontics of develaped
countrics, This will help the Niserian rax authoritics leam lagesr modes of tax
CVASION. mew successfil administrarve strategics, and ways of im_]-..r-:*:_uc-mina
these srratepios smoothly into our mative adminisiragive SVEiem. ;

As vbzerved in conntncs such ag Ircland, Denmark Germany and France, the
Migerian 1ax authontics should endeavour g ‘catch them young® approacl; in
hringing busincsses liahle to pay tax within the Lax net. This canld he 0¥ visitine
new businesses. as is done in Canada, or by ENsUTing that new Businesses heing
Pegristered under the £iorporate Atfyip, Commission (CAC) are erually registered
usscher it

initiule  and undertake 3 hencficizl,
and collaborative programs with fax

Tl burden and process of Hx compliance should be ma

i easy and simple 1g fiss]
through. The ease of compliance will

irther encourage laxpayers” W compiy
people rving o evada Lax

with tux payment, which further reduces the aumber of
REvmizne,
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