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Abstract 
 

Tax evasion and unremitted taxes pose significant challenges to Nigeria's economic growth and 

development, depriving the government of much-needed revenue for infrastructure, healthcare, 

and education. The lack of effective tax administration and enforcement mechanisms exacerbates 

this issue. This study aims to evaluate the effectiveness of forensic accounting in recovering 

unremitted taxes and enhancing tax compliance among Nigerian taxpayers. Specifically, it seeks 

to assess the impact of forensic accounting techniques on tax fraud detection and prevention. This 

qualitative study relies on secondary data, employing a case study approach and content analysis 

to examine the role of forensic accounting in addressing tax evasion in Nigeria. Research suggests 

that forensic accounting techniques, such as digital forensics and data mining, can effectively 

detect unremitted taxes. Factors contributing to tax fraud include corruption, weak internal 

controls, and economic instability. Studies have shown that forensic accounting significantly 

reduces tax evasion and improves tax compliance. This study highlights the potential of forensic 

accounting to enhance tax recovery, promote transparency, and accountability in Nigeria's tax 

system. To combat tax evasion, policymakers should take several key steps. Implementing 

advanced forensic analytics and data mining techniques can help detect irregularities in financial 

transactions. Strengthening indirect income verification processes will also improve tax 

compliance. Institutionalizing anti-corruption safeguards and promoting transparency in tax 

revenue utilization are crucial for building trust. Additionally, providing specialized training for 

tax officials on forensic accounting techniques will enhance their ability to identify and address 

tax evasion. 
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Introduction 

Tax evasion, fraud, and non-compliance pose significant hurdles for developing nations, 

particularly Nigeria, where complex tax laws and inadequate enforcement mechanisms exacerbate 

these issues (Adefila, Kasum & Olaniyi, 2005). Deliberate deception and misrepresentation of 

financial information to reduce tax liabilities erode trust and result in substantial revenue losses, 

hindering economic growth. Nigeria's estimated annual loss of $15 billion to tax evasion and fraud 

underscores the need for effective solutions (Fowler, 2019). 

Forensic accounting, a specialized field combining accounting, auditing, and investigative skills, 

offers a promising approach to detecting and preventing tax evasion (Dhar & Sarkar, 2010). 

Techniques like Benford's Law and data mining enable forensic accountants to identify anomalies 

in financial records, providing expert testimony in court and facilitating revenue recovery 

(Akinadewo & Akinkoye, 2020). Developed countries have successfully leveraged forensic 
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accounting to enhance tax revenue generation, and Nigeria can benefit from this expertise (Al-

Sharairi, 2018). 

The Nigerian government's reliance on oil revenue has led to a lack of focus on tax revenue, 

making the country vulnerable to oil price volatility. Forensic accounting can help address this 

challenge by detecting and preventing tax evasion and fraud, supporting the country's economic 

development. By utilizing forensic accounting techniques, Nigeria can recover lost revenues, 

strengthen internal controls, and foster a culture of tax compliance (Okoye & Mbonu, 2013; 

Bamiro, 2015; Olofin & Dada, 2018). 

Nigeria's tax authorities, like the Federal Inland Revenue Service (FIRS), face significant 

challenges in recovering unremitted taxes despite numerous fiscal reforms and enforcement 

efforts. Substantial amounts of legally due taxes, including Value Added Tax (VAT), Pay-As-You-

Earn (PAYE) taxes, and withholding taxes, are often diverted or withheld from government 

accounts (Okoye & Mbonu, 2013). This systemic failure hampers the government's ability to 

finance critical infrastructure projects and social services, increasing reliance on volatile oil 

revenues (Olofin & Dada, 2018). 
 

Nigeria's fiscal landscape has undergone significant changes with the introduction of the Nigeria 

Tax Act 2025, Nigeria Tax Administration Act 2025, and Nigeria Revenue Service 

(Establishment) Act 2025. These reforms aim to protect low-income earners, simplify small 

business compliance, and modernize revenue administration (PwC, 2025; EY, 2025). Key changes 

include a tax-exempt threshold of ₦800,000 per annum for individuals, progressive tax rates 

ranging from 0% to 25%, and increased reliefs for taxpayers (Union Bank, 2026; Cowrywise, 

2026). 
 

The reforms also impact companies, with small businesses (turnover ≤ ₦100 million) exempt from 

Company Income Tax (CIT) and large companies subject to a 30% CIT rate (Fiscal Reforms, 2025; 

PwC, 2025). Value Added Tax (VAT) remains at 7.5%, but with expanded zero-rated items and 

mandatory e-invoicing (Union Bank, 2026; Naltf, 2026). A new Consolidated Development Levy 

replaces several "nuisance" taxes, applying to medium and large companies (Excellium, 2026). 

Capital Gains Tax (CGT) is now charged at progressive PIT rates for individuals and 30% for 

companies (Cowrywise, 2026; PwC, 2025). 
 

Traditional auditing methods are inadequate for detecting and recovering unremitted taxes due to 

complex financial transactions and concealment schemes (Bamiro, 2015). Forensic accounting 

offers a promising solution, but its effectiveness depends on techniques employed, institutional 

support, and legal utilization of generated evidence. There's a gap in empirical evidence linking 

forensic accounting to measurable impact on recovering unremitted taxes in Nigeria's public 

finance context. To address this, this study evaluates the impact of forensic accounting analysis on 

the recovery process, providing empirical clarity and actionable insights to enhance fiscal 

management and anti-corruption strategies. 
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Objectives of the Study 
 

The primary aim of this paper is to evaluate the effectiveness of forensic accounting analysis in 

recovering unremitted taxes and enhancing tax compliance in Nigeria. The specific objectives are: 

i Identify effective forensic accounting techniques for detecting unremitted taxes in Nigeria. 

ii    Examine the underlying factors contributing to tax fraud in Nigeria. 
 

Methods 
 

This study employed a robust methodology to investigate the impact of forensic accounting 

analysis on recovering unremitted taxes in Nigeria. A qualitative approach was adopted, utilizing 

secondary data from relevant government and corporate sources, including records, published 

reports, and financial statements. The research design combined case study and content analysis 

to examine the phenomenon in-depth. The data analysis involved systematic review, interpretation, 

and synthesis of textual information, using content analysis and thematic analysis. Content analysis 

categorized key words, phrases, and concepts, while thematic analysis identified recurring themes 

and patterns. The analysis focused on interpreting the mechanism and nature of forensic 

accounting's impact on tax recovery, constructing a coherent argument addressing the research 

objectives. The study's methodology ensured credibility, reliability, and validity, providing a 

strong foundation for conclusions. The use of secondary data minimized potential biases, and the 

systematic approach enabled a comprehensive understanding of forensic accounting's role in tax 

recovery. 

 

 Conceptual Review 
 

The Concept of Forensic Accounting 

Forensic accounting is a specialized field that leverages technical expertise to uncover concealed 

facts and provide evidence in legal proceedings, particularly in tax fraud and evasion cases. It's a 

tool for detecting financial misrepresentation and tax evasion, evolving to investigate fraud-related 

cases, including tax fraud (Dhar & Sarkar, 2010; Al-Sharairi, 2018). Forensic accounting aims to 

mitigate tax-related corruption and revenue loss, which can hinder social, economic, and 

infrastructural development in Nigeria. 

 

Forensic accounting combines accounting, auditing, and investigative skills to provide expert 

support in legal matters, applying analytical and investigative techniques to resolve financial issues 

in a court-standard manner. It involves collecting, analyzing, and presenting financial information 

clearly and precisely, often for court proceedings (Adekoya, Oyebamiji & Lawal, 2020; 

Abdulrahman, 2019; Apostolou, Hassell & Webber, 2000). Forensic accountants play a crucial 

role in promoting financial transparency and accountability by investigating financial 

irregularities, gathering evidence, and providing expert testimony (Eliezer & Emmanuel, 2015; 

Oluyombo, 2016; Onodi, Okafor & Onyali, 2015) 
 

The Concept of Tax and Taxation 
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Taxation is a multifaceted concept that encompasses legal, economic, and social dimensions, 

playing a crucial role in generating revenue for governments and shaping the relationship between 

the state and its citizens. In Nigeria, taxation is critical to the country's economic framework, but 

there's a need for better education and transparency in tax administration due to a general lack of 

awareness among the populace (Archibong, n.d.). The primary purpose of taxation is to generate 

revenue for the state, funding public services and infrastructure that benefit society (Riccardi, 

2018). 
 

Taxation serves as a tool for the state to redistribute national income, influence economic activity, 

and protect local industries and producers (Bisultanov, n.d.). It's a complex system with various 

forms, including income tax, value-added tax, and corporate tax, aiming to achieve economic and 

social objectives while ensuring fairness and effectiveness (Kaplow, 2007). The justification for 

taxation lies in the need for the state to accumulate financial resources to meet its demands and 

obligations (Panteleeva, 2019). 
 

Nigeria's tax system faces challenges, such as multiple taxation, which leads to economic 

inefficiencies and discourages investment (Omesi, Teerah & Nzor, 2014). To address these issues, 

reforms are necessary to create a more equitable tax environment and enhance compliance. The 

new tax reforms, effective January 1, 2026, aim to simplify Nigeria's tax system, close loopholes, 

and expand the tax base (Olakulehin, 2024). 
 

The Concept of Tax Evasion  
 

Tax evasion is a significant global issue that deprives governments of revenue, hindering economic 

growth, development, and the provision of essential goods and services. It's more prevalent in 

developing countries, including Nigeria, where it affects government revenue and fiscal policies. 

Tax evasion involves deliberate acts to reduce tax liabilities through underreporting income, 

overstating expenses, or falsifying tax returns (Alm & Torgler, 2011; Al-Mustapha & Hamza, 

2016). 
 

Various factors contribute to tax evasion, including low tax morale, greed, corruption, illiteracy, 

and weak internal controls (Adebisi & Gbegi, 2013; Adekoya, Folajimi & Ayodele, 2020). To 

minimize tax evasion, governments should reformulate tax laws, ensure an equitable tax system, 

and impose penalties on tax evaders (Adekoya & Enyi, 2020).  

 

Promoting tax awareness, fairness, and honesty in tax revenue application can also help reduce tax 

evasion. In Nigeria, tax evasion hinders development, prompting the government to establish anti-

corruption agencies to combat these crimes (Ehioghiren & Atu, 2016). Globally, tax evasion 

affects annual budgets, and governments must address it to achieve Sustainable Development 

Goals (SDGs) and good governance. 
 

The Concept of Tax Avoidance 

Tax avoidance involves strategic decisions to minimize tax liabilities within the bounds of the law, 

often exploiting loopholes and weaknesses in tax regulations (Arias, 2011; Basri, Waluyo & Rusli, 
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2014). While tax avoidance is legal, it can lead to revenue losses for the state and is often criticized 

for being less nationalist (Maharani & Suardana, 2014). Companies engage in tax avoidance to 

maximize utility and minimize tax burdens, using gray areas in tax laws to achieve this goal 

(Pratiwi & Sudiartana, 2021). 

 

The line between tax avoidance and evasion can be blurred, with some arguing that the distinction 

lies in legality (Bhuiyan, 2012; Chasbiandani & Martani, 2012). Tax evasion involves illegal 

activities that violate regulations, while tax avoidance refers to lawful activities that minimize tax 

debt (Hasseldine & Morris, 2012; Mughal & Akram, 2012). However, the complexity of tax laws 

and varying perspectives on tax avoidance and evasion create ambiguity, making it challenging to 

distinguish between the two (Dyreng, Hanlon & L. Maydew, 2010; Sikka, 2010). 
 

The Concept of Unremitted Taxes 

Unremitted taxes pose a significant challenge to Nigeria's economic stability and revenue 

generation. These taxes are owed to the government but remain unpaid, often due to tax evasion, 

non-compliance, or underground economic activities. Complex tax regulations can contribute to 

this issue, fostering a culture of non-compliance among taxpayers (González, n.d; Camargo & 

Gálvez, 2024). 
 

The consequences of unremitted taxes are far-reaching, affecting social equity, public service 

funding, and fiscal policy. Multinational corporations often accumulate unremitted earnings, with 

U.S. multinationals holding an estimated $2.5 trillion as of 2014 (Comment, 2015). In Nigeria, the 

Federal Inland Revenue Service (FIRS) is taking steps to recover unremitted taxes, leveraging 

provisions of Section 24 of its Establishment Act to deduct at source from monthly Federation 

Account Allocation (FAAC) unremitted taxes due from government agencies. 

 

Inefficiencies in tax administration and weak enforcement of tax laws exacerbate the issue, 

allowing companies to exploit loopholes and under-declare income (Gwangdi & Garba, 2015). 

Nigeria lost an estimated N38,357.3 billion in tax revenue between 1980 and 2013 due to tax 

evasion and the underground economy (Nmesirionye & Ihendinihu, 2016). To address this 

challenge, improving government accountability and tax administration efficiency is crucial. The 

FIRS and Joint Tax Board (JTB) are working to reform the tax system, but challenges persist 

(Agwor & Wami, 2023; Okeke et al., 2024). 
 

The Concept of Tax Fraud 

Fraud involves intentional deception to achieve unlawful gains, encompassing financial 

malpractices like corruption, asset misappropriation, and fraudulent reporting (Association of 

Certified Fraud Examiners (ACFE), 2018). Tax fraud specifically involves deceiving tax 

authorities by concealing tax bases or breaching tax obligations, resulting in lost revenue (Olive, 

2018). This can include false claims, such as understating earnings or overstating deductions 

(Gurama, Mansor & Pantamee, 2015). 
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Tax fraud can be perpetrated through various means, including manipulating accounting records, 

maintaining dual books, making false entries, and colluding with tax authorities (Albrecht et al., 

2012). In Nigeria, common tax fraud schemes include falsifying payroll records, retaining retired 

or deceased staff records, and failing to file PAYE tax deducted (Mohammed, Chek & Idawati, 

2017). These practices are criminal offenses under Nigerian tax laws (Olokooba et al., 2018), 

depriving governments of billions of naira that could fund growth and development (Olokooba et 

al., 2018; Omodero, 2019). Corruption among tax officials and lack of infrastructure can fuel non-

compliance (Eja, Okoi, & Itam, 2018). 
 

Theoretical Review 
 

Fraud Triangle/Diamond Theory 

The Fraud Triangle Theory (FTT) and Fraud Diamond Theory (FDT) are two prominent 

frameworks that explain the causes of fraud. The FTT, developed by Cressey (1953), identifies 

three essential elements for fraud to occur: pressure, opportunity, and rationalization. Pressure 

refers to the motivations or drivers that lead individuals to commit fraud, while opportunity arises 

from weak internal controls or loopholes. Rationalization is the justification or defense mechanism 

that individuals use to justify their fraudulent actions. 

 

The FDT, introduced by Wolfe and Hermanson (2004), builds upon the FTT by adding a fourth 

element: capability. Capability refers to the individual's traits, abilities, or position of authority 

that enables them to commit and conceal fraud. In the context of tax fraud, these elements can be 

applied to understand the motivations and behaviors of individuals who engage in tax evasion or 

non-compliance. Pressure may arise from financial or non-financial factors, while opportunity may 

arise from weak internal controls in tax administration. 

 

Forensic accounting analysis can disrupt the environment that enables tax fraud by targeting the 

opportunity and capability corners of the FDT model. By deploying advanced techniques like 

digital forensics and asset tracing, forensic accountants can diminish the perceived opportunity for 

fraud and neutralize the capability of the fraudster. Successful recovery and prosecution can send 

a powerful signal that the certainty of detection is high, shifting the risk/reward calculation for 

potential fraudsters and preventing future tax-related crimes (Cressey, 1953; Wolfe & Hermanson, 

2004; Thanasak, 2013; Normanh & Hesri, 2010). 
 

Empirical Review 
 

Effective Forensic Accounting Techniques for Detecting Unremitted Taxes in Nigeria 

Forensic accounting has emerged as a critical pillar in Nigeria’s strategy to combat economic 

crimes and tax evasion, supported by the research of scholars such as Enofe, Okpako and Atube 

(2013) and Akinadewo et al. (2019). The practical success of these methodologies is exemplified 

by Lagos State, which utilized forensic techniques to detect billions in unremitted taxes—peaking 

at N15.42 billion in 2018—while simultaneously expanding its taxpayer base. This regional 
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success has prompted a broader national interest in exploring diverse forensic accounting 

techniques to enhance tax administration and mitigate corruption (Akinadewo & Akinkoye, 2020). 
 

Among the most specialized techniques is Benford’s Law, which identifies fraud by analyzing the 

frequency distribution of digits in financial data to spot anomalies that deviate from expected 

patterns (Wells, 2012; Nigrini, 2019). This is increasingly vital given that organizations globally 

may lose up to 10% of annual revenue to fraud (Gee, 2018). Complementing this is the use of Data 

Mining and Computer-Assisted Auditing Tools (CAATs). While data mining extracts unknown 

patterns from massive datasets using artificial intelligence (Fox & Schaur, 2017), CAATs like 

IDEA or ACL allow tax authorities to analyze entire populations of electronic transactions rather 

than relying on limited samples, making the detection of unremitted sales tax far more efficient 

(Messier, Glover & Prawitt, 2017). 
 

Analytical tests such as Ratio Analysis, Data Matching, and the Relative Size Factor (RSF) provide 

a more targeted screening process for tax compliance. Ratio analysis identifies "red flags," such as 

abnormally low profit margins, which may signal unrecorded sales (Dias, Pinto & Santos, 2016). 

Data matching strengthens this by cross-referencing taxpayer filings with third-party data from 

banks and property records (Pencheva et al., 2020). Furthermore, the RSF technique detects 

outliers by calculating the ratio between the largest and second-largest numbers in a subset; a high 

RSF often exposes inflated invoices or fictitious vendors used to artificially reduce taxable income 

(Nigrini, 2012). 
 

For cases where direct evidence of income concealment is elusive, forensic accountants employ 

indirect methods like the Net Worth Approach and the Net Worth Comparative Method. These 

techniques reconstruct a taxpayer’s true financial position by calculating increases in net worth 

(assets minus liabilities) over time (Biber, 2010). If the growth in wealth exceeds the declared 

income and cannot be justified by prior savings or gifts, it serves as compelling evidence of tax 

evasion (Eisenberg, 2018). These methods are particularly effective for auditing high-income 

individuals and entities using complex offshore or pass-through structures to hide earnings 

(Guyton et al., 2021). 
 

Finally, the Expenditure Approach serves as a behavioral reconstruction tool, operating on the 

principle that total spending—including lifestyle expenses and investments—should align with 

reported income. When expenditures exceed earnings, forensic accountants treat the excess as 

undisclosed income (Biber, 2010; Alshira’h et al., 2024). Often used in tandem with trend analysis, 

this approach exposes the financial discrepancies inherent in cash-based or concealed business 

operations (Akinadewo & Akinkoye, 2020). Collectively, these forensic tools provide a 

comprehensive framework for tax authorities to enhance detection probabilities and ensure the 

recovery of unremitted revenue. 
 

Underlying Factors Contributing to Tax Fraud in Nigeria 

The following analysis examines the multifaceted nature of fiscal non-compliance by exploring 

the critical intersection of systemic and behavioral drivers. By investigating Administrative 
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Challenges and System Inefficiency alongside Corruption and Integrity within Revenue Agencies, 

we can identify how institutional weaknesses facilitate illicit financial flows. Furthermore, the 

study evaluates how Economic Instability and Financial Pressure, combined with Income Level 

Discrepancies and Evasion Behavior, force taxpayers to prioritize immediate survival over civic 

duty. Finally, by scrutinizing the Legal Enforcement and the Deterrence Gap in relation to Public 

Perception and Social Fairness, this work highlights the erosion of the social contract and the 

urgent need for a more equitable and transparent tax framework. 
 

Administrative Challenges and System Inefficiency 

Institutional weaknesses within the revenue framework significantly facilitate tax evasion, as the 

structural integrity of the system determines its overall resistance to fraud (Ibadin & Eiya, 2013). 

Poor tax administration remains a pervasive issue in Nigeria, particularly in capturing the informal 

sector which largely operates outside of official regulatory oversight (Nmesirionye & Ihendinihu, 

2016; Omodero, 2019). While technological advancements like e-filing aim to bridge this gap, 

success is hampered by insufficient technical capacity, limited rural outreach, and inadequate 

staffing (Muhrtala & Ogundeji, 2013; Abiola & Asieweh, 2012). Consequently, administrative 

failure provides a conducsive environment for taxpayers to intentionally underreport earnings 

(Oseni & Ehimi, 2019; Olaoye et al., 2017). 
 

Corruption and Integrity within Revenue Agencies 

Fragile administrative oversight often breeds systemic corruption, characterized by extortion and 

illicit collusion between revenue officers and citizens (Agbonika, 2012). This "bilateral evasion" 

occurs when the financial benefit of bribing an official for an under-assessment is lower than the 

actual tax liability (Ogbueghu, 2016). Research indicates that tax officials frequently divert public 

funds into personal accounts or issue fraudulent tax clearance certificates in exchange for 

kickbacks (Nwocha, 2017; Saidu & Dauda, 2014). Such ethical breaches foster deep-seated 

mistrust, leading many individuals to withhold payments under the assumption that their 

contributions will never reach the government (Akeju, 2018). 
 

Economic Instability and Financial Pressure 

Economic factors serve as primary drivers for tax non-compliance, as distressed financial 

conditions often force taxpayers to choose between fiscal obligations and immediate survival 

(Ogbueghu, 2016). Elements such as fluctuating profitability, inflation, and unemployment 

significantly sway the decision to evade (Nangih & Nkemakola, 2018). High tax rates—

specifically the 30% Company Income Tax for large entities—are perceived as a deterrent to 

business expansion and investment (Okoye & Gbegi, 2013). According to classical economic 

thought, when the tax burden is perceived as excessive, it creates a rational incentive for 

individuals to conceal their true economic status (2016; Kanbiro, 2018). 
 

Income Level Discrepancies and Evasion Behavior 

The propensity for tax fraud exists across the entire economic spectrum, though the motivations 

vary by income level. High-net-worth individuals often exploit exemptions and misrepresent asset 
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declarations to preserve disposable wealth, a trend evidenced by the 2018 VAIDS disclosures 

(Mansor & Gurama, 2016; Abiola & Asiweh, 2012). Conversely, low-income earners may resort 

to evasion due to genuine financial hardship and the inability to cover basic living expenses 

(Kanbiro, 2018). Poverty acts as a catalyst for "extraction resistance," where the marginalized view 

taxation as a further depletion of already scarce resources (Agbonika, 2012; Nwocha, 2017). 
 

Legal Enforcement and the Deterrence Gap 

The effectiveness of tax laws depends largely on the severity and certainty of detection and 

punishment (Allingham & Sandmo, 1972). In the Nigerian context, however, penalties are often 

viewed as insufficient to discourage malfeasance (Oladipupo & Obazee, 2016). Tax authorities 

frequently favor civil settlements and fines over criminal prosecution to ensure immediate revenue 

collection, which inadvertently signals that tax crime is a manageable risk (Agbonika, 2012; 

Olokooba et al., 2018). Unless sanctions are perceived as truly punitive rather than just a cost of 

doing business, rational actors will continue to prioritize evasion over compliance (Modugu & 

Omoye, 2014; Lars & Bruno, 2006). 
 

Public Perception and Social Fairness 

The social contract is undermined when taxpayers perceive the system as inequitable or the 

utilization of revenue as wasteful. Many Nigerians believe that tax proceeds primarily enrich 

political elites rather than funding public goods like infrastructure and security (Onoja & Iwarere, 

2015; Akinyomi & Okpala, 2013). This perceived lack of vertical equity—where the wealthy are 

seen as avoiding their fair share—burdens middle and low-income earners, leading to defensive 

evasion (Nicoleta, 2011; Ogbueghu, 2016). When the government fails to demonstrate 

transparency and fairness, voluntary compliance declines, as citizens feel their contributions do 

not result in tangible societal benefits (Aronmwan et al., 2014; Oseni & Ehimi, 2019). 
 

Conclusion 
 

The successful integration of forensic accounting into the Nigerian tax landscape offers a 

transformative opportunity to recover unremitted revenue and strengthen national development. 

By moving beyond traditional auditing toward sophisticated methodologies like digital data 

mining and predictive analytical laws, tax authorities can achieve higher detection rates and greater 

precision in identifying hidden income. The documented success in regional applications 

demonstrates that when technology is paired with expert investigative techniques, the gap between 

declared and actual tax liabilities can be significantly narrowed, creating a more robust fiscal 

environment. 

 

However, the efficacy of these technical tools is ultimately tied to the broader socio-economic and 

administrative environment. Addressing systemic corruption within revenue agencies and 

streamlining inefficient bureaucratic processes are essential steps to ensure that forensic 

discoveries lead to actual recovery and enforcement. Without a fundamental shift toward 

administrative transparency and a significant reduction in the opportunities for illicit collusion, 

even the most advanced accounting techniques will struggle to achieve their full potential in 

deterring determined evaders. 
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Finally, a sustainable tax system must be built on the foundation of a restored social contract and 

perceived fairness. This requires not only more stringent legal enforcement and punitive measures 

for high-level evasion but also a visible commitment to the equitable distribution of tax benefits 

and public services. By fostering an environment where taxpayers feel their contributions are used 

transparently for the collective good, Nigeria can shift from a culture of resistance and defensive 

evasion toward one of voluntary compliance and shared civic responsibility. 
 

Recommendations 
 

Based on the comprehensive empirical review of forensic accounting techniques and the 

underlying socio-economic drivers of tax fraud in Nigeria, the following policy statements are 

proposed: 

 

i Integration of Advanced Forensic Analytics in Tax Audits: Tax authorities must transition 

from traditional sampling methods to high-frequency forensic digital tools to close the revenue 

gap. Policies should mandate the adoption of Computer-Assisted Auditing Tools (CAATs) and 

Benford’s Law analytics across all state and federal internal revenue services. By leveraging 

data mining and Relative Size Factor (RSF) tests, the government can shift toward a "total 

population" audit approach, identifying high-risk anomalies and fictitious invoices that 

traditional audits often overlook. 

 

ii Strengthening Indirect Income Verification for High-Net-Worth Individuals: To address 

the pervasive issue of income concealment among top-tier earners, tax policy should 

institutionalize the Net Worth Approach and Expenditure Approach as standard investigative 

protocols. By legally empowering forensic accountants to cross-reference reported income 

against lifestyle indicators—such as high-value asset acquisitions and third-party bank data—

the state can effectively reconstruct true financial positions. This move is essential for ensuring 

vertical equity and curbing the use of complex offshore or pass-through structures to evade 

taxes. 
 

iii Institutional Reform and Anti-Corruption Safeguards: The government must address the 

"administrative failure" and "bilateral evasion" that undermine the revenue framework. Policy 

interventions should include the establishment of independent forensic oversight units within 

revenue agencies to monitor for collusion and bribery. Furthermore, the digitalization of the 

tax chain—including the informal sector—must be accelerated to reduce direct human 

interface, thereby minimizing the opportunities for extortion and the issuance of fraudulent tax 

clearance certificates. 
 

iv Restoration of the Social Contract through Transparency: To reverse "extraction 

resistance" and low tax morale, the government must adopt a policy of Radical Transparency 

regarding the utilization of tax proceeds. A fair tax system requires that taxpayers witness a 

direct correlation between their contributions and the provision of public goods such as 

infrastructure and security. By publishing audited reports of tax revenue expenditures and 

tightening the "deterrence gap" through strict criminal prosecution—rather than mere civil 

settlements—the state can rebuild public trust and foster a culture of voluntary compliance. 
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