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I. INTRODUCTION 

Nigeria (Africa’s largest crude oil producer and biggest economy) has one of the lowest tax-to-GDP ratios on the continent. In the past, her tax-to-GDP ratio was below the 5 percent mark. Despite the reported tax revenue increase by the Federal Inland Revenue Service (FIRS), Nigeria’s tax-to-GDP ratio still hovers around an abysmal 6 percent.
 Some African states have done better. For instance, Ghana and Egypt each have a GDP-to-tax ratio of 16 percent, Morocco 22 percent, and South Africa 27 percent, among others.
 With decades-long over-reliance on crude oil, Nigeria’s economy has remained vulnerable to global price volatilities. For instance, between 2011 and 2017, a sharp decline in oil revenues led to government revenues falling from 17.7 percent to 5.1 percent of GDP, while corporate income tax and value added tax decelerated by 0.1 and 0.2 percent of GDP respectively.
 

Low tax revenues (coupled with heightened political corruption and illicit financial flows) have, over the years, resulted in acute underinvestment in vital infrastructure. Electricity, roads, schools, hospitals, port facilities, etc, are in very bad shape. As a consequence, Nigeria’s infrastructural deficit will hit the $878 billion mark by 2040.
 The nation will require sustained investments of about $14.2 billion, over the next decade, to fix her ailing infrastructure, an amount that translates to about 12 percent of her Gross Domestic Product.

With the emergence of Nigeria as the new poverty capital of the world (approximately 87 million people representing almost 50 percent of the estimated population of 180 million now live on $1.90 or less a day), and the sluggishness of the economy, boosting tax revenues can provide great potential for financing the nation’s development. It can potentially lift hundreds of thousands of her citizens out of extreme poverty traps as well as bridge social inequality gaps. But this will depend, to a large extent, on the ability of her tax agencies to address the daunting challenges confronting the tax system which has obstructed the entrenchment of tax justice. The need, therefore, to reinvent tax justice (with a view to achieving social justice) cannot be overemphasized. 
II. PERTINENT TAX JUSTICE ISSUES 
In Nigeria it is generally acknowledged that it is the ordinary people (civil servants, average workers in the private sector, etc) who pay their fair amount of taxes while the rich and mighty (millionaires, billionaires, big businesses, foreign corporations, etc) pay little or no taxes. In the fourth quarter of 2018, the FIRS, in collaboration with banks, had identified 6, 772 billionaires with banking turnovers of between one and five billion naira that had not paid a kobo in taxes.
 Reports of tax evasion by big corporations and multinational companies are rife. The vast extent of the non tax compliance and evasions (including the alarming rate at which foreign corporations repatriate the huge profits that they make to their home countries) has significantly contributed to the economic adversity of Nigeria.   
Furthermore, tax justice in the Nigerian context, calls for a conscientious application of tax revenues to the developmental needs of the country in a manner that benefits the greatest number of people (rather than a privileged few) to foster egalitarianism.  The prevailing situation where taxpayers’ money is used to finance Nigeria’s bogus government (and its over-bloated expenditure), while being unsustainable, speaks much to a travesty of justice in the views of many. Sanusi Lamido, the [then] Governor of the Central Bank, had decried a situation where Nigerian legislators alone [comprising 109 Senators and 360 members of the House of Representatives] take a whopping 25 percent of the recurrent expenditure of the federal budget.
 A senator in Nigeria earns N750, 000 per month, plus allowances of N13.5 million per month, for a total package of N14.25 million per month.
 State Governors earn N2.2 million per month which, in addition to other allowances and entitlements, may rise up to 5 million naira.
 Deputy Governors are said to earn N2.11 million per month and state commissioners N1.33 million.

In addition to these humongous remuneration packages (believed to be one of the highest in the world), high-level political officeholders in Nigeria typically have a variety of aides (including Senior Special Assistants, Special Assistants, etc) that also earn ‘fantastic’ salaries and emoluments. In a country where the national minimum wage is a paltry N18, 000 per month (which can hardly cater for the basic needs of an average worker), the huge disparity in wages and allowances, while being a form of moral injustice, has fuelled socioeconomic inequality. Last year many ordinary Nigerians were appalled by the vehemence with which most of the state governments kicked against efforts by the Nigeria Labor Congress to have the Federal Government raise the national minimum wage to N30, 000.
Tax justice, in a sense, also implies environmental justice. Businesses and industries that are operating in Nigeria should, of necessity, utilize ethical modes of production in order not to cause grievous human and environmental harm. This has, unfortunately, not been the case in the oil-rich Niger-Delta region where the exploration activities of the international oil companies continue to inflict serious environmental damages while the regulator of the upstream oil sector looks on with hands akimbo. For instance, while Shell reportedly paid the Nigerian government  $4.32billion (as taxes on its income and profits) in 2017, it provided $10 million to assist in the set up of the Hydrocarbon Pollution and Remediation Project, a government-led body that will clean up contaminated sites.
 This amount is, however, a drop in the ocean. To clean up and remediate Ogoni land alone, where Shell had drilled crude oil for several decades, for instance, environmental experts say about $6 billion is required and that such clean up would lasts for 50 years.
 
Incessant oil spills, resulting in ground and surface water pollution, has seriously hampered the health and livelihoods of the local people in the oil producing communities. Gas flares (amounting to 700 million standard cubic feet per day) has led to the loss of biodiversity and significant greenhouse gas emissions. Nigeria’s oil wealth, according to the 2016 Niger-Delta Human Development Report, has created a class of rich exploiters who take advantage of the endemic poverty to seduce impoverished adolescent girls and gain access to an extensive network of female sexual partners.
  Environmental activist, Vincent Odogbor, had lamented:"We in the Niger Delta suffer more… [from]…the brunt...[of]…the life-threatening environmental hazards…but the oil wells are owned mostly by our neighbors from the North....”

III. OBVIOUS IMPLICATIONS AND CONSEQUENTIAL IMPACT  
When the rich and mighty do not pay their fair share of taxes, as well as evade tax, less revenue is available to the government to carry out its statutory functions and obligations. The ordinary citizens are the ones that suffer the brunt of these shortcomings, especially with regards to the concomitant deficiencies in infrastructure. 
Ordinary Nigerians are the ones who constantly ply the dilapidated roads. They spend long stressful hours on journeys that would, otherwise, take lesser time to complete, with all of the perils. Many smallholder farmers in the rural parts find it difficult to transport their farm produce to urban markets as a result of the bad roads and poor transportation logistics. This has, invariably, impacted food prices. Large volumes of perishable farm crops (such as tomatoes, pepper, banana, vegetables, etc) go bad as a resultant effect on regular basis.    

Ordinary Nigerians also suffer more from the impact of waterborne diseases that arise from the lack of investment in state-of-the-art water treatment plants. They, and their children, patronize the dysfunctional public health institutions in the country where essentials such as syringes, needles, laboratory stains, tape, catheters, thermometers, beds, examination tables, microscopes, weighing scales, etc, are abjectly lacking. Their children are the ones that attend the broken public schools where pupils and students alike learn in overcrowded classrooms, use libraries that lack quality books, science laboratories that do not have standard equipment and reagents, workshops that lack basic tools and implement, even as teachers embark on frequent strikes as a result of owed arrears of salaries and other emoluments. Erratic electricity supply (which wallows between 3,000 and 4,000 megawatts) has drastically hindered the capacities of industries and Small and Medium-scale Enterprises. Thus Nigeria has remained largely dependent on imports making it to post deficits in her balance of payment receipts annually. It has forced many firms/businesses into using generators. This adds to their operational costs. Not able to cope, local firms are winding up in droves and moving to neighboring countries such as Benin and Ghana in the West African sub-region.

Even the government is impacted by the financial constraints that low tax revenues have caused.  Funding the recurrent and capital components of the budget has become a huge challenge. Most of the states in the country cannot even pay the salaries of their workers let alone the gratuities and pensions of retirees. At some point, the Federal Government had to bail them out with proceeds from the Paris Club Refunds.  On the recognition that infrastructural development is a necessity for sustainable growth (in fact, according to the World Bank, a 20 percent growth in infrastructural spending will lead to a 1.8 percent growth of the economy),
 the Federal Government had to raise money from treasury bills and Eurobond. It had even turned to China for more loans. The government has relied heavily on Chinese funds to finance infrastructural projects that are valued at $3.4 billion. China’s EXIM bank will provide $328 million to boost telecoms infrastructure. A billion dollars has been signed with the Chinese as additional rolling stock for the newly constructed rail lines and for road rehabilitation and water projects as well.  
But as Dr. Vincent Nwani, a public policy analyst, noted, the domestic and external debts of the Federal Government and states have exceeded $71 billion and N14 trillion, even as debt servicing costs had gulped 66 percent of government's revenue in 2017.
  Although Kemi Adeosun, the [then] Minister of Finance, had expressed optimism that Nigeria has enough capacity to repay her N21.7 trillion debt
, the Fiscal Responsibility Commission is worried that the debt profile of most of the states of the federation have become unsustainable since they have exceeded their net revenues by more than 200 percent.
 Nigeria is gradually walking into the debt trap. It runs the risks of losing control of her vital natural resource assets to international lenders (if she fails to meet up with her growing debt obligations) in the same way as Sri Lanka conceded control of the strategic Hambantota port (valued at $1.12 billion) to the Chinese in a 
bid to reduce her rising debt stock.
IV. CHALLENGES OFTHE TAX SYSTEM IN NIGERIA  
· Fraud and sharp practices
Corrupt tax officials who demand for personal gratification from taxable individuals and corporate entities with the aim of helping them to reduce the tax liabilities undermine the potentials of the tax agencies to generate high revenues. These corrupt officials also assist tax cheaters to procure backdated tax clearance certificates that typically do not have underlying assessments. Even where assessments are made, the evaluated incomes and assets are often undervalued or falsified. Again most of the revenue generating agencies lacks accountability in their financial reportage.  A KPMG audit had discovered that, between 2010 and June 2015, the FIRS [which collects company tax, VAT, petroleum profit tax, stamp duties, etc],  Department of Petroleum Resources [royalties on oil producing fields, rent from awarded concessions, gas flare penalties, etc], Nigeria Ports Authority [port tariffs, ship and harbor dues, berth rent, etc], Customs [excise and import duties], among others, had failed to remit N526 billion and $21 billion into the Federation Account.
 A large number of businesses that collect VAT often fail to remit them to the coffers of the FIRS for onward passage to the Federal Government.  
· Inadequate capacity 
Tax agencies in Nigeria have typical bureaucratic structure. They lack the required manpower to effectively carry out their duties to the utmost. The tendency for them to outsource large portions of their jobs/duties to external parties is high. Outsourcing of jobs to third parties has fast become the avenue that politicians now exploit to drain public finance, perpetrate massive money laundering schemes, and evade tax, among other vices. The erstwhile Managing Partner of Alpha Beta Consulting (the tax consultants to the Lagos State Government since 2002), Dapo Apara, had shed some light on this modus operandi. In a petition to the Economic and Financial Crimes Commission (EFCC), he’d alleged that, in laundering the N150 billion the firm earned as consultancy fees, bribes were paid to government officials in order to evade tax.
 Mr. Apara, apparently sidelined and shortchanged in the new scheme of things, had also claimed that his own share of the mind-boggling consultancy fees (which he gave as N45 billion based on his 30 percent stake-holding in the firm) had been usurped and laundered as well. Third parties (to whom tax agencies delegate their powers) are often aggressive in their tax collection approaches.
· Misappropriation of  taxpayers monies 
As noted already, Nigeria’s taxpayers’ money is ultimately used in financing the nation’s bogus government with all of its over-bloated expenditure. This has enriched the privileged few at the expense of the majority of the people. Budgetary allocations to public institutions (as well as those appropriated for development projects) are often siphoned by politicians and bureaucrats through grand contract scams.  The extent of political corruption in Nigeria is so big and wide that when the ordinary people think of the monumental fraud perpetrated by Politically Exposed Persons such as Babachir Lawal (who as Secretary to the Government of the Federation awarded a N223 million contract for the removal of grass species to his company Rholavision Engineering), Diezani Alison-Madueke (who as Minister of Petroleum Resources in the era of President Goodluck Jonathan personally oversaw the theft of $6 billion), among others, they lose faith in the country. Consequently they find it difficult to pay their taxes to government believing that it will eventually end up in the private coffers of the rich and mighty via grand and blatant corruption. 
· Lack of bookkeeping 
There may be over 6,000 businesses (mainly Small and Medium-scale Enterprises), and perhaps hundreds of thousands of sole proprietorships in Nigeria, that do not keep records of their financial transactions. Without proper records, it is always difficult for tax officials to determine what their appropriate taxes ought to be. 
· Multiple taxation

Although the Taxes and Levies (Approved list for collection) Decree No. 21 of 1998 Laws of the Federation of Nigeria has clearly defined the taxes and levies that the federal, state and local governments can collect
, the problem of multiple taxation still persist. The three tiers of government always aim to enhance every monetizeable revenue generation opportunity. This has resulted in multiple taxes and levies being imposed on taxable individuals and corporate entities within their jurisdiction. With reckless abandon there has been encroachment on the powers of one tier of government by another in their restive bid to increase their stock of internally generated revenue. The telecom sector of Nigeria is majorly affected as telecom companies are groaning under the weight of 26 different forms of taxes and levies.
 The imposition of multiple taxes and levies, it must be said, is both a moral and a social injustice. Taxable individuals and entities will always find ways and means of circumventing them. 
· Duty waivers and tax exemptions
The incessant import duty waivers that the Federal Government grants to highly placed individuals (many of whom are the political associates and cronies of top-ranking government officials) and high net-worth corporate businesses can potentially hamper the prospects of revenue collecting agencies as well as the capacities of local industries. For instance, waivers to import refined vegetable oil, soya bean meal and related products, had put local vegetable oil manufacturers on the verge of extinction.
As a result of it, virtually all the oil mills in Kano (e.g. Nigeria Oil Mills, Kano Oil Mills, PS Mandrid located in the Bompai Industrial Estate, etc) had packed up. Over 20,000 direct and indirect jobs were lost in the aftermath.
In 2017 the Federal Government had granted three years tax break to industries in cocoa processing, coal mining, tanning, manufacture of footwear, luggage and handbag, steam generator, railway locomotives and rolling stock, e-commerce, motion picture, music, among other categories.
 IMF’s Catherine Patillo had criticized this, saying it would affect Nigeria’s Company Income Tax base, deprive it of the revenue to build infrastructure and provide safety nets, as the ratio of interest payment to debt revenue was extremely high at 63 percent.

· Tendencies of foreign companies to evade tax 
In a letter to President Muhammadu Buhari, the governor of oil-rich Bayelsa state, Henry Seriake Dickson, had sought the presidency’s intervention over alleged tax evasion by Shell, Agip, Chevron, Consolidated Oil, Conoil Producing, Brass LNG and Aiteo Energy.
 Okoi Obono-Obla, chairman of the Special Presidential Investigation Panel for the Recovery of Public Property, had said that five oil companies being investigated by his panel had not remitted over 1 billion dollars in taxes and royalties to the government.
 In a separate development, international and Dutch unions have filed a complaint against Chevron over billions of Euros moved through money-box companies in the Netherlands to avoid taxation in Nigeria and other national jurisdictions, Reuters had reported.
 With regards to the telecoms sector, some firms, vendors and communication service providers, are said to owe the FIRS over N140 billion in taxes.
 Companies are also known to cheat the Nigerian tax system by cutting tax-avoidance deals from their Corporate Social Responsibility activities as well as giving tax deductible donations through their charitable foundations.
 But the truth of the matter is that foreign companies will not just indulge in tax evasion if they are not aided and abetted by unscrupulous tax practitioners, consultants and agents in Nigeria.
V. REINVENTION
Taken altogether, addressing the identified challenges will lead to the reinvention of tax justice in the West African nation with the aim of achieving social justice.  To begin with, a truly progressive tax system needs to be instituted. According to Investopedia, progressive tax imposes lower tax rates on low-income earners compared to those with higher incomes, taking a larger percentage from high-income earners than it does from low-income individuals.
 
Tax agencies need to have talented and dedicated professionals (with very good Public Relations and customer service skills) in their employ to drive home their set goals and visions. There is no gainsaying the point that all the corrupt officials in their rank and file (whose solicitations for bribes have rubbed dust on their image) ought to be flushed out of the system. This is imperative in order to restore the integrity of the tax agencies and the dignity of tax administrators. 
Overall, taxes should be few in number, encompassing, as well as high-yielding in monetary value. To this end, an integrated tax system that connects tax agencies at the federal, state and local government levels is necessary to streamline taxes in order to put an end to multiple taxation.  Disputes between taxpayers and the tax agencies are bound to arise from time to time. It is pertinent for an effective dispute resolution mechanism to be put in place such that cases are amicably resolved in good time before they escalate and become protracted. Where a clear case of overpayment of tax is established, the concerned tax agency should promptly honor its refund obligations as this will speak much to the credibility of the entire tax system. Again tax filing processes has to be made clear and simple to make for easy compliance and enforcement. Simple filing procedures (as against complex and ambiguous processes) will eliminate the avenues that corrupt tax officials exploit for their selfish personal ends. 
The whistle-blowing mechanism has to be properly institutionalized. Actionable tips on tax officials who solicit and/or receive gratification from taxable individuals and corporate entities (in order to undervalue their incomes/assets and ultimately reduce their taxes) should be acted upon in a timely fashion. Culprits should be prosecuted and held to full account, without fear or favor, to serve as deterrence.
The adoption of smart technology is necessary in an age of digital transformation. Digital technology enhances convenience, transparency, even as it can potentially make round the clock processing of data and transactions possible. To this end, the use of electronic platforms and automation will help. Under Mr. Tunde Fowler’s able leadership, the FIRS has introduced the e-Registration of taxpayers, e-Stamp Duty, e-TaxPay, Remita, e-Receipt, e-filing, e-Tax Clearance Certificate solution, etc, to make tax compliance easy.
 Tax clearance certificates can now be obtained online; taxpayers need not visit the tax agency’s office. Also, third parties can easily verify the authenticity of tax clearance certificates online by imputing the TCC number in the relevant portion on the website. e- Receipt enables taxpayers to receive notifications on the email addresses and/or phone numbers within 24 hours of paying their taxes. All of these transformational technological innovations make for greater transparency and efficiency in tax administration.

The role of innovative ideas in expanding the tax base and raising revenues cannot be overemphasized. With the ambitious goal of raising Nigeria's GDP-to-tax ratio to 20 percent by the end of 2020, the FIRS had gone after billionaire tax defaulters (about 6, 772 individuals with 1-5 billion naira in their accounts were identified) using banks as tax collectors.
 In less than a month, through substitution, it had realized N12.66 billion.
By introducing the Voluntary Assets and Income Declaration Scheme (which offers reprieve to tax defaulters who come forward to pay their arrears of owed taxes), FIRS had realized over N17 billion.
 In conjunction with the police, the FIRS is now set to go after the 85,000 millionaire tax defaulters that it has identified in conjunction with banks.
 [Through these kinds of ingenious approaches and cooperation] Kemi Adeosun had noted in May 2018 that over five million new taxpayers had been added to nation’s tax base in two years.
 
To reinvent themselves, tax agencies will also need to recalibrate and reinvigorate their public enlightenment units so that massive sensitization campaigns are regularly carried out to bring taxable individuals and corporate entities on board the tax train. It is important for people and entities to see voluntary tax compliance as a ‘civic obligation or responsibility’ that is to be discharged as and when due rather than an ‘overarching burden’.  It is the duty of the public enlightenment units of tax agencies, as well as media and advocacy groups, to put out relevant information on various mass media channels (inclusive of the social media) about tax compliance requirements.
Strict enforcement of tax laws is necessary to keep habitual tax defaulters and evaders in check by bringing them to book. In this wise, tax agencies will need to work closely with the EFCC, Independent Corrupt Practices and other related offences Commission, as well as the Special Fraud Unit of the Nigeria Police, among others. International cooperation is, likewise, needed to stem the flow of illicit finance from Nigeria. Switzerland is taking the lead on this by making data on offshore bank accounts available to foreign tax authorities in an effort to end the age-long policy of absolute secrecy that was prevalent in her banking sector.  At the Platform for Collaboration on Tax Conference in New York, Kemi Adeosun had requested global organizations such as the OECD, World Bank, IMF, and the United Nations to see the tax avoidance actions of multinational companies as corrupt practices.
 
Many indigenous Niger-Deltans see Nigeria’s present federal structure where the Federal Government has absolute control over their oil resources (and collects the taxes, royalties and rents that accrue from exploration activities) which it then shares among the federating units, as unfair. They want full autonomy and control of all the resources in their land such that they will pay minimal taxes to the central government. This, to them, is what fairness and social justice entails. However, to ensure environmental justice in the oil producing areas, the Federal Government and the international oil companies need to be sincere about cleaning up all of the contaminated sites. The Department of Petroleum Resources can arrest gas flares by imposing stiffer penalties on defaulting oil majors in line with global standards. Pollution credits (emissions trading) can also be instituted as a general policy.  The proceeds from such should be directly applied to the needs of the local people. Wastage ought to be eliminated. The flared gas, if well harnessed, could fetch Nigeria an income threshold of N868 million per day. Natural gas can be used to feedstock the various power plants in the country to raise power generation capacity to some 10,000 megawatts in the initial phase. This will minister to the domestic energy needs of the region and the nation at large with the potential of kick-starting a vibrant petrochemical subsector in the oil and gas industry.  
Overall tax receipts should count much for the greater good of the generality of Nigerians rather than for the opulence of a privileged few. A social redistribution of wealth of some sorts is required. The Revenue Mobilization, Allocation and Fiscal Commission should review the humongous salaries and emoluments that high-level political officeholders take and drastically slashed them down. The excess monies should go into increased targeted social investments (e.g. conditional cash transfers to indigent poor people, micro-credits to petty traders, food rations to school children, technical training schemes with guaranteed employment for indigent youths,  etc), with measurable targets, to  improve the quality of life in the various localities of the nation.

VI. CONCLUDING REMARKS 

Great opportunities abound for Nigeria in terms of potentials for enormous tax revenues. This can be derived from an enhanced Domestic Resource Mobilization strategy. Economic diversification is the key to this. The era of over-dependence on crude oil must come to an end. Nigeria’s solid mineral sector (with minerals such as coal, lignite, coal, gold, tin, columbite, tantalite, limestone, bitumen, lead/zinc, iron ore, bauzite, uranium, to mention a few, in abundance) has to  be fully developed. However, international best mining practices should be incorporated, to reduce the potential adverse human and environmental risks this could have. 
Nigeria has 82 million hectares of arable land, of which only 30 million hectares is under cultivation. The climatic condition, diverse soil types, water resources, and vegetation, can favorably support crop, animal and fish production. Agricultural produce such as cassava, cocoa beans, groundnuts, sugar cane, cotton, gum arabic, kolanut, maize, millet, palm kernels, plantain, rice, rubber, sorghum, yam, etc, can grow well in various parts of the country. Agriculture had contributed 21.8 percent to Nigeria’s GDP in 2016. It can contribute more if its potentials are well harnessed. 
Nigeria's vibrant and energetic youth population should be encouraged to go into large-scale agriculture. Land a basic factor and farm inputs such as fertilizers, improved varieties of seedlings, credit, mechanized equipment, storage facilities, etc, should be made readily available.  Good road network will facilitate the timely transportation of farm produce from rural areas to urban markets to cut down on post-harvest losses. Local farmers should be taught modern methods and techniques of farming to enhance productivity. Areas where the country has comparative advantages such as in cocoa, cashew, maize, cotton, cassava, yam, oil palm, etc, should be reinvigorated. Clear plans as to how to expand the agro-processing subsector and the value chains should be well articulated and mapped out. This way agriculture can guarantee Nigeria’s food security. It can potentially grow the middle class into a formidable class with strong purchasing power to stimulate and sustain local consumption. Export agriculture, which can earn Nigeria the much-needed foreign exchange, requires a competitive approach.  Value addition cannot be overemphasized. Converting primary farm produce into secondary commodities (for instance, cocoa into chocolate, cotton into textile fabric, etc), for the export market, will greatly increase the price of the semi-finished or finished agricultural commodities. 
Nigeria requires more investments in port infrastructure to drive the export industry and the value chains. Investment in renewable energy (especially in wind and solar power turbines) will help to mitigate anthropogenic climate change. New security designs/frameworks are needed to halt the perennial cattle herders-crop farmers’ conflicts, as well as the Boko-Haram insurgency, both of which have caused untold internal and external displacements. These perennial conflicts have forced thousands of people across the North-central and North-eastern parts to flee their traditional homes, thereby abandoning their farming livelihoods.   
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