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ABSTRACT
In 2025, Nigeria rolled out a major tax reform, the biggest in decades. The country had been dealing with some serious issues: not enough tax revenue 
compared to its GDP, too much dependence on oil money, and a messy, complicated tax system. To tackle this, the government passed four new bills, 
including the Nigeria Tax Act (NTA) and set up a new body called the Nigeria Revenue Service (NRS).

These reforms are designed to make things simpler and fairer. For example, big international companies now have to pay at least 15% in taxes, which brings 
Nigeria in line with global standards. The tax net has also been widened to include digital assets like crypto, and the personal income tax system is now more 
progressive meaning people who earn less get more relief. Small businesses get a break too, thanks to a higher exemption threshold. Plus, everything’s going 
digital, with tools like e-invoicing to make tax administration smoother and more transparent.

The hope is that these changes will help Nigeria earn more from non-oil sources, reduce its debt, and grow a more diverse economy. But it won’t be easy. 
There’s pushback from state governments, tech and infrastructure challenges, and a big need to rebuild public trust through transparency.
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Introduction
Taxation is considered a significant component of a country's 
investment and growth pattern [1]. It remains one of the most 
critical instruments for national development, which serves as the 
primary source of sustainable revenue for modern governments. 
In Nigeria, tax policy is central to financing essential public 
services such as education, healthcare, infrastructure, and 
national security. A well-structured tax system does not only 
raise funds but also promotes economic stability which brings 
about encouragement of responsible citizenship, and supports 
long-term growth [2]. 

Understanding the operation and structure of Nigeria’s tax system 
is therefore essential, especially in a period where the nation is 
undertaking renewed efforts to strengthen revenue generation 

and reduce dependence on oil. It is well to note that Nigeria 
operates a decentralized tax structure just like the three tiers 
of government that is the federal, state and local governments 
where taxing powers are constitutionally distributed.

This distribution is guided primarily by the Taxes and Levies 
(Approved List for Collection) Act , which clearly specifies who 
collects what [3]. To implement these responsibilities, each tier 
of government relies on specialized tax authorities. At the federal 
level, the Federal Inland Revenue Service (FIRS) oversees major 
national taxes, particularly those on corporations and high-value 
economic activities. States administer taxes on individuals 
through their State Boards of Internal Revenue (SBIRs), while 
Local Government Revenue Committees manage community-
based rates and levies [4].

The federal tax structure is dominated by key taxes such as 
the Companies Income Tax (CIT), Value Added Tax (VAT), 
Petroleum Profits Tax (PPT), and the Tertiary Education Tax, 
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enhanced by customs duties and capital gains tax on corporate 
bodies. These taxes form the backbone of national revenue, 
especially in areas of corporate profits, consumption, and 
petroleum operations.  

States, on the other hand, derive most of their income from the 
Personal Income Tax (PIT) system, which includes Pay-As-
You-Earn (PAYE) for salaried workers and direct assessment 
for the self-employed. Additional state taxes such as road taxes, 
development levies, and capital gains on individuals and business 
premises registration help sustain sub-national governance. 

At the grassroots level, local governments impose levies such as 
tenement rates, market fees, motor park charges, and shop/kiosk 
rates crucial for funding local services.

Taxation in Nigeria serves purposes beyond revenue generation. 
First, it enables the government to provide public goods that are 
essential for societal welfare. Second, through progressive taxes 
such as PIT, taxation promotes income redistribution, helping 
to reduce inequality. Third, it supports economic regulation by 
encouraging or discouraging specific behaviors such as using 
excise duties on tobacco or granting tax holidays to priority 
industries. Finally, a strong tax system promotes fiscal discipline, 
requiring governments to be accountable to the citizens who 
provide the resources they spend.

This introduction therefore sets the foundation for a deeper 
exploration of Nigeria’s emerging tax reforms in 2025. As the 
country shifts away from its heavy reliance on oil revenue, 
taxation is becoming central to economic transformation. 
Understanding the existing structure, roles, and importance of 
taxation is essential before examining the reforms intended to 
modernize, expand, and strengthen Nigeria’s revenuóe system.

How Tax Reform  2025 Came About
The Nigerian tax reform process of 2025 represents one of the 
most ambitious overhauls of the country’s fiscal architecture in 
decades. It began with the recognition that Nigeria’s tax system 
had become fragmented, inefficient, and overly burdensome 
for businesses and individuals. Multiple overlapping statutes 
governed corporate income tax, personal income tax, petroleum 
profits tax, value-added tax, and capital gains tax, creating a 
patchwork of obligations that discouraged compliance and 
complicated administration. In response, the government 
established the Presidential Fiscal Policy and Tax Reforms 
Committee, tasked with simplifying the framework, broadening 
the tax base, and aligning Nigeria with international best 
practices.

The committee’s work culminated in the drafting of four major 
bills: the Nigeria Tax Act (NTA), the Nigeria Tax Administration 
Act (NTAA), the Nigeria Revenue Service (Establishment) 
Act, and the Joint Revenue Board Act. Together, these bills 
consolidated existing tax laws, created new institutions, and 
introduced modern compliance mechanisms such as electronic 
fiscal systems and mandatory e-invoicing. After months of 
debate and consultation, the National Assembly passed the 
reforms, and President Bola Tinubu signed them into law on 
June 26, 2025. This moment marked the formal birth of a unified 
tax framework designed to reduce compliance costs, improve 

fairness, and strengthen Nigeria’s revenue mobilization capacity.

Although enacted in mid-2025, the government deliberately 
chose to delay implementation of most provisions until January 
1, 2026. This transition period was intended to give businesses 
time to adjust their systems, allow tax authorities to build 
capacity, and provide space for public sensitization. Analysts 
noted that the delay also reflected political and social realities: 
measures such as the new fuel surcharge were postponed to avoid 
worsening cost-of-living pressures, while digital compliance 
rules required significant infrastructure upgrades before they 
could be enforced.

In essence, the reform process began with a clear diagnosis 
of Nigeria’s fiscal challenges, moved through a structured 
legislative overhaul, and is now entering its implementation 
phase. By January 2026, the new tax laws are expected to reshape 
the country’s fiscal landscape, offering a more predictable and 
equitable system. Whether these reforms succeed will depend 
not only on the strength of the legal framework but also on the 
effectiveness of governance and enforcement in the years ahead.

Key Provisions In The 2025 Nigerian Tax Bill Reforms
Exemption Threshold for Small Companies
•	 Previous Law: Exemption if turnover ≤ ₦25m
•	 New Reform: Exemption if turnover ≤ ₦100m and fixed 

assets ≤ ₦250m
•	 Implication: Expands relief; promotes SME growth

Capital Gains Tax (CGT) Rate
•	 Previous Law: 10% CGT for companies
•	 New Reform: 30% CGT for companies; individuals taxed 

progressively
•	 Implication: Aligns CGT with CIT; prevents arbitrage

CGT on Indirect Share Transfers
•	 Previous Law: No CGT on offshore indirect disposals
•	 New Reform: CGT applies to offshore indirect transfers of 

Nigerian shares; exemption threshold raised to ₦150m
•	 Implication: Prevents tax avoidance via offshore structures

Development Levy
•	 Previous Law: Multiple levies (TET, IT Levy, NASENI, 

PTF)
•	 New Reform: Unified 4% Development Levy on assessable 

profits (excluding small companies)
•	 Implication: Simplifies structure; increases burden for 

medium/large firms

Minimum Effective Tax Rate (ETR)
•	 Previous Law: No minimum ETR
•	 New Reform: Minimum 15% ETR for multinationals with 

turnover ≥ ₦50b or €750m
•	 Implication: Addresses global tax base erosion; aligns with 

OECD

Controlled Foreign Company (CFC) Rules
•	 Previous Law: No comprehensive rules
•	 New Reform: Undistributed foreign profits of Nigerian-

controlled entities taxable
•	 Implication: Prevents profit shifting and tax deferral
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Taxable Profits of Non-Residents
•	 Previous Law: Taxable only if activity conducted in Nigeria
•	 New Reform: “Force of attraction” rule – related activities 

taxed under PE even if outside Nigeria
•	 Implication: Broadens tax base; increases compliance risk 

for foreign firms

Minimum Tax for Non-Residents
•	 Previous Law: No specific minimum tax
•	 New Reform: Tax = max(WHT rate or 4% of income) if 

EBIT-based tax is lower
•	 Implication: Ensures fair minimum tax for non-residents

Free Zone Entities – Tax Status
•	 Previous Law: Exemption regardless of destination
•	 New Reform: Full exemption for exports & oil/gas supplies; 

proportionate tax if >25% sold locally; full tax from 2028 if 
sold to customs territory

•	 Implication: Reduces misuse of Free Zones for local sales

Economic Development Incentive (EDI)
•	 Previous Law: Pioneer status tax holiday (3–5 years)
•	 New Reform: 5% annual tax credit for 5 years on qualifying 

capital expenditure
•	 Implication: Focuses incentive on actual investment rather 

than profit holidays

Progressive Personal Income Tax (PIT) Regime
•	 Previous Law: PIT on all incomes above ₦300,000; flat 

brackets
•	 New Reform: PIT exemption for taxable income ≤ 

₦800,000; higher rates up to 25%
•	 Implication: Protects low-income earners; increases 

burden on high earners

Residence Definition (PIT)
•	 Previous Law: Ambiguous residency definition
•	 New Reform: Clear definition including economic and 

family ties
•	 Implication: Expands PIT scope; clarifies compliance

Tax Ombuds Office
•	 Previous Law: No independent body
•	 New Reform: Introduced to resolve tax complaints
•	 Implication: Improves taxpayer protection and dispute 

resolution

Input VAT Recovery
•	 Previous Law: Input VAT on fixed assets/services not 

recoverable
•	 New Reform: Full input VAT recovery allowed if related to 

taxable supplies
•	 Implication: Reduces VAT cost; enhances neutrality

Zero-Rated Goods & Services
•	 Previous Law: Few items zero-rated (exports)
•	 New Reform: Expanded to include food, medical, 

education, electricity, non-oil exports
•	 Implication: Reduces cost of essentials; VAT refunds 

possible

VAT Fiscalisation & E-Invoicing
•	 Previous Law: No mandatory e-invoicing
•	 New Reform: Mandatory fiscalised invoicing systems
•	 Implication: Promotes digital compliance; reduces VAT 

evasion

VAT Sharing Formula
•	 Previous Law: FG 15%, States 50%, LGs 35%
•	 New Reform: FG 10%, States 55%, LGs 35%
•	 Implication: More revenue allocated to subnational 

governments

Non-Compliance Penalties
•	 Previous Law: ₦50k first default; ₦25k/month ongoing
•	 New Reform: ₦100k first default; ₦50k/month ongoing; 

up to ₦5m for unregistered contractors
•	 Implication: Stronger deterrents for evasion

Tax Planning Disclosure
•	 Previous Law: No mandatory disclosure
•	 New Reform: Taxpayers must disclose tax planning 

schemes giving advantages
•	 Implication: Enhances transparency; combats aggressive 

planning

FIRS Rebranded to NRS
•	 Previous Law: FIRS & SIRS lacked autonomy
•	 New Reform: FIRS becomes Nigeria Revenue Service 

(NRS); SIRS gain autonomy
•	 Implication: More coordinated administration; better 

governance

Highlights
•	 SME threshold raised to ₦100m turnover → more 

exemptions.
•	 Multiple levies merged into a single 4% Development Levy.
•	 VAT sharing formula revised to favor states.
•	 Centralized, digitized tax administration under NRS.
•	 Oil & gas incentives linked to performance.

Explanation Of The Key Provisions In The 2025 Nigerian 
Tax Bill Reforms
Nigeria’s tax system used to be like a messy backpack, too many 
papers stuffed in, some outdated notes, and a few loopholes 
where people could sneak things out without anyone noticing. 
The 2025 reforms are basically the government saying, “Let’s 
clean this up, organize it properly, and make sure everyone 
carries their fair share.”

Helping the Little Guys (SMEs)
Small businesses got a big win. Before, only companies making 
₦25m or less were exempt from corporate tax. Now, that limit 
is ₦100m, plus an asset cap of ₦250m. That’s huge because it 
means more small businesses can grow without worrying about 
heavy taxes. It’s like giving them breathing space to focus on 
building their hustle.

Making Big Companies Pay Up
On the flip side, big corporations don’t get to play hide and seek 
anymore. Capital Gains Tax went up to 30% for companies, and 
offshore deals involving Nigerian shares are now taxed if they’re 
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big enough. Add the new rule that multinationals must pay at 
least 15% tax, and you see Nigeria saying, “No more dodging, if 
you profit here, you contribute here.”

Simplifying the Tax Jungle
Instead of juggling multiple levies (education tax, IT levy, 
NASENI, etc.), there’s now one 4% Development Levy. It’s 
cleaner and easier to understand, though medium and large firms 
will feel the pinch. The real question is: will people trust that this 
money actually goes into development projects? Transparency 
is the key.

Fairness for Everyday Nigerians
Personal income tax is now more progressive. If you earn ₦800k 
or less, you’re exempt. That’s a relief for low-income earners. 
But if you’re a high earner, you’ll pay more up to 25%. It’s 
basically Nigeria saying, “We’ll protect the vulnerable, but those 
with more resources should give more back.”

VAT Goes Digital and Citizen Friendly
VAT got a makeover too. Essentials like food, medicine, and 
electricity are zero rated, so they’re cheaper. Businesses can 
now recover VAT on fixed assets, which help with investment. 
And here’s the cool part: mandatory e invoicing and fiscalised 
systems mean less cheating and more transparency. It’s like 
moving from handwritten receipts to a proper digital register.

Stronger Enforcement but Also Protection
Penalties for tax evasion doubled, and unregistered contractors 
can face fines up to ₦5m. At the same time, a Tax Ombuds Office 
was created to protect taxpayers and resolve complaints. So, it’s 
tougher on cheats but fairer for honest citizens.

Institutional Shake up
Finally, the Federal Inland Revenue Service (FIRS) got rebranded 
as the Nigeria Revenue Service (NRS), with more autonomy and 
digital powers. States also gained autonomy for their revenue 
services. This is meant to make tax collection more coordinated 
and efficient.

If  it were to sum it up in simple terms:
•	 SMEs → More breathing space.
•	 Big companies → No more loopholes.
•	 Citizens → Fairer taxes, relief for low earners.
•	 System → Cleaner, digital, and globally aligned.

It’s like Nigeria is finally trying to balance the scales: making life 
easier for small businesses and ordinary people, while ensuring 
the big players can’t escape responsibility.

Economic Development Incentive (EDI) vs Pioneer Status
Incentive Type Duration Benefit Eligible Entities

Pioneer Status 
Incentive

3–5 years Full income 
tax holiday

Industries assessed 
as “pioneer”

Economic 
Development 
Incentive (EDI)

5 years 5% annual 
tax credit on 
qualifying 
capex

Companies in 
priority sectors 
investing within 5 
years of production 
start

This means the EDI is an investment-based incentive, rewarding 
companies for making actual capital expenditure, whereas the 
previous Pioneer Status was a profit-based incentive (a tax 
holiday), which could potentially reward entities that were 
profitable without significant ongoing investment. This shift 
focuses the incentive on driving tangible economic activity.

Although Nigeria has a large population and a broad range 
of economic activities from agriculture and manufacturing to 
telecommunications and financial services its tax revenue has 
remained consistently low for decades. Nigeria’s tax-to-GDP ratio 
is one of the lowest in Africa, and far below the global average. 
This means that despite having a large economy, the government 
collects very little tax compared to the level of economic activity 
taking place in the country. As a result, the government struggles 
to generate enough and sufficient revenue to fund public services, 
invests in infrastructure, and drive long-term development.

Before 2025, several deep-rooted structural problems contributed 
to this poor tax performance:

Overdependence on Oil Revenue 
For many years, crude oil dominated Nigeria’s revenue system. 
Whenever oil prices were high, the government enjoyed 
increased earnings; but when prices fell, national revenue 
collapsed sharply. This heavy dependence on oil created a 
cycle of economic instability, where government budgets rose 
and crashed based on global oil markets. Because oil revenue 
seemed abundant, successive governments paid less attention to 
building a strong and efficient non-oil tax system [5].

Widespread Tax Evasion and a Large Informal Sector 
A significant portion of Nigeria’s workforce operates in 
the informal economy which consists of street traders, 
artisans, small-scale businesses, and self-employed workers 
(entrepreneurs). Many of these individuals and enterprises do 
not register with tax authorities and therefore do not pay taxes. 
Even among larger businesses, cases of tax evasion are common 
due to weak enforcement and loopholes in the system. This 
drastically reduces the tax base and places an unfair burden on 
the few who comply [6].

A complicated and Fragmented Tax Structure 
Nigeria’s tax system is spread across three different levels of 
government that is the federal, state and local, each collecting 
its own taxes and levies [7]. In practice, this has led to multiple 
taxation, where businesses were charged similar taxes by 
different authorities and this shows the lack of clear coordination 
which has   created confusion among taxpayers, increased the 
cost of doing business, discouraged foreign investment, and 
promoted tax avoidance. 

Limited Digital Infrastructure and Outdated Processes 
Before the recent reform efforts, many tax processes were still 
manual. Taxpayers had to fill physical forms, queue in offices, 
make payments by hand, or deal with officers directly [8]. This 
manual approach slowed down assessments, created delays, 
encouraged inefficiency, and made it difficult to track payments 
accurately. This has proved that the absence of digital systems 
also meant that Nigeria could not fully monitor economic 
activities or analyze accurate tax data [9].
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Revenue Leakages and Corruption 
Corruption has been a major problem in Nigeria in that it 
has affected our tax systems too because tax collection relied 
heavily on face-to-face interactions and paper-based systems, as 
this has created many opportunities for fraud, underreporting, 
diversion of funds, and other forms of corruption [10]. In some 
cases, taxes collected by officials never reached government 
accounts. These leakages weakened public trust and by this it 
reduced government revenue and reduced the credibility of the 
tax system.

Meaning Of Tax Reform And Explanation
Tax reform refers to government-led changes to the tax system 
aimed at improving clarity, ease of compliance, administrative 
efficiency, fairness for individuals and businesses, and the 
capacity to generate stable revenue for national development.

In other words, tax reform is the process of fixing the problems 
in the old tax system so that it works better for the country. It may 
involve removing unnecessary taxes, introducing new policies, 
turning manual processes into a digital atmosphere, as well as 
promoting the means of enforcement, or offering incentives to 
support economic growth [11].

Basically these reforms aim to build a tax structure that works 
efficiently in a modern digital economy.

In 2025, Nigeria’s tax reform is not merely about tweaking 
old tax laws; it represents a major overhaul of the country’s 
fiscal architecture, as confirmed by multiple reputable sources. 
According to the Daily Post, President Bola Tinubu signed into 
law four sweeping reform bills that will fundamentally reshape 
how taxes are collected and managed.  These include the Nigeria 
Tax Act , the Tax Administration Act, the Revenue Service 
Establishment Act, and a Joint Revenue Board Act [12-15]. 

One of the most visible changes is the transformation of the 
Federal Inland Revenue Service (FIRS) into a new, more 
powerful body called the Nigeria Revenue Service (NRS). This 
rebranding is more than cosmetic: the NRS is mandated to be 
more efficient, transparent, and digitally driven with a stronger 
mandate to collect both tax and non-tax revenues. 

From a digital perspective, the reforms introduce a powerful 
modernization push. According to This Day Live, businesses must 
now adopt electronic fiscal systems (EFS), issue e-invoices, and 
file returns online.  There are also stricter obligations for Virtual 
Asset Service Providers (VASPs) such as crypto exchanges to 
report transactions monthly, helping to bring digital assets into 
the tax net [16].

These changes are not just about raising tax revenue they are 
designed for fairness. The Independent newspaper notes that 
individuals earning ₦800,000 or less annually are now exempt 
from personal income tax under the new law.  At the same time, 
companies are subject to a new “Development Levy” of 4% 
on their assessable profits, a levy that replaces several older, 
overlapping levies, thereby simplifying the tax burden [17].

To protect taxpayers’ rights and improve relationships between 
citizens and tax bodies, the reforms establish a Tax Ombudsman 

office and a Tax Appeal Tribunal, offering independent 
mechanisms for dispute resolution.  Additionally, refund 
processes are now more transparent and validated refunds must 
be processed within 90 days. 

Institutionally, the reforms also create a Joint Revenue Board 
to better coordinate tax policy among the federal, state, and 
local governments. Daily Post reports that this board is meant 
to standardize tax collection and prevent the conflicting taxation 
practices that previously plagued the system [18].

Finally, the reform reflects Nigeria’s bid to align with global tax 
standards. The Nigeria Tax Act, 2025 introduces a minimum 
effective tax rate of 15% for large companies and multinationals, 
a measure designed to reduce profit-shifting and ensure fair 
contribution from globally operating businesses. 

In 2025, Nigeria is faced with growing fiscal pressures, and the 
old tax structure was no longer adequate for a modern economy. 
As a result, tax reform came to mean a full-scale transformation 
of the legal, administrative, and digital frameworks that govern 
taxation. Rather than simply adjusting tax rates, the reforms 
involve rewriting major tax laws into a single, harmonized legal 
framework. 

The old tax setup was messy where overlapping rules, outdated 
levies, and too many charges slowed businesses down. Now, the 
government is clearing the clutter. Conflicting provisions are 
gone, redundant taxes scrapped, and modern, straightforward 
rules are taking their place.

The aim is simple: make life easier for entrepreneurs, attract 
investment, and remove obstacles to growth. Taxes are shifting 
from being a burden to becoming a framework that supports 
innovation and progress.

Another important dimension of tax reform in 2025 is fairness. 
For a long time, Nigeria’s tax system seemed stacked against 
everyday people and small businesses. Ordinary citizens 
carried the weight, while big corporations often slipped through 
loopholes or benefited from weak enforcement. That’s changing. 
The new reforms are designed to be more progressive protecting 
low-income earners while making sure wealthier individuals and 
multinational companies pay their fair share.

There’s also a push for transparency. Instead of scattered, sector-
specific levies that left everyone guessing, the government 
is introducing a unified development levy. Its purpose and 
destination are clearly defined, so taxpayers know exactly where 
their money is going.

In short, the reforms aim to balance the scales: easing the burden 
on those who can least afford it, while ensuring Nigeria’s biggest 
players contribute properly to national growth.

Modernization is at the heart of Nigeria’s new tax reforms. The 
country is moving toward a digital system that makes paying 
taxes simpler, faster, and more transparent. With tools like unified 
taxpayer IDs, e-filing, electronic invoicing, and automated 
verification, the days of long queues, manual assessments, and 
endless paperwork are fading.
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This shift isn’t just about convenience, it’s about tackling 
corruption, improving compliance, and making sure revenue 
is collected efficiently. By recording transactions in real time, 
the digital system leaves far less room for leakages and gives 
taxpayers’ confidence that the process is fair and accountable. 
Nigeria is joining a global trend: using technology to build a tax 
system that works better for everyone.

Finally, Tax reform in 2025 shows Nigeria’s push to keep 
pace with global best practices. As economies become more 
interconnected, countries are expected to embrace transparency, 
stop multinationals from shifting profits unfairly, and guarantee 
minimum corporate tax contributions.

For Nigeria, these reforms aren’t just about collecting revenue. 
They’re about boosting credibility, attracting investors, and 
proving the country can compete on the world stage. By aligning 
with international standards, Nigeria is signaling that it’s serious 
about building a fair, modern, and globally respected tax system.

Major Components Of The 2025 Tax Reforms 
The Nigerian government enacted a sweeping package of tax 
reforms to modernize its fiscal system, streamline tax collection, 
and widen the country’s revenue base. These reforms captured in 
four new laws mark the most significant rethinking of Nigeria’s 
tax architecture in decades [19].

At the heart of the reforms is the Nigeria Tax Act (NTA) 2025, 
which replaces and consolidates older tax laws, including those 
covering corporate income tax, personal income tax, petroleum 
profits, VAT, and capital gains.  By merging these multiple 
statutes into a unified legal framework, the reforms simplify tax 
obligations for individuals and companies. Experts with PwC 
note that this consolidation is part of a broader effort to reduce 
compliance costs and make the tax system far more predictable 
[20].

The reform also introduces a new “Development Levy”, set 
at 4% of assessable profits, which subsumes several older and 
overlapping levies (such as the Tertiary Education Tax and 
other earmarked taxes) [21]. This change not only reduces 
administrative complexity but also aligns revenue generation 
with national development priorities such as funding education, 
technology, and security. 

On the administrative front, the Nigeria Tax Administration Act 
(NTAA) establishes the Nigeria Revenue Service (NRS) as the 
central body for tax administration, replacing the old FIRS.  This 
move is designed to centralize tax authority, reduce duplication, 
and improve coordination across federal, state, and local 
governments [22]. According to ThisDayLive, the reform allows 
for joint audits when non-compliance is detected, strengthening 
enforcement and closing gaps in oversight.  The NTAA also 
mandates electronic fiscal systems, e-invoicing, and digital tax 
filing, signaling a decisive commitment to a technology-driven 
tax administration. 

A particularly forward-looking aspect of the reform is how it 
brings the digital economy into the tax net. The law now requires 
Virtual Asset Service Providers (VASPs) such as crypto currency 
exchanges to report transactions and comply with Know-Your-

Customer (KYC) rules [23]. By integrating digital assets into 
taxation, Nigeria is responding to global trends and ensuring that 
emerging forms of wealth do not escape fiscal oversight.

Equity is another major theme. The NTA introduces new 
progressive personal income tax brackets: the first ₦800,000 of 
annual income is tax-exempt, while high earners can be taxed at 
rates up to 25%, according to experts.  There’s also a new rent-
relief provision: taxpayers can deduct up to 20% of their rent 
(capped at ₦500,000) from taxable income.  These provisions 
signal a deliberate effort to make taxation more inclusive, 
especially for low- and middle-income earners [24].

The reforms also clearly target economic stimulation. The law 
introduces a 5% annual tax credit for projects in priority sectors 
such as agriculture and technology, incentivizing investment in 
areas crucial for Nigeria’s long-term growth.  And to fully support 
the decentralized system, the Joint Revenue Board Act seeks to 
coordinate tax policy among federal, state, and local authorities 
minimizing duplication and maximizing efficiency [25].

In the area of tax dispute resolution, the NTAA creates a Tax 
Ombudsman’s Office to serve as a neutral body for taxpayer 
complaints, and guarantees that validated tax refunds must be 
made within 90 days.  This is part of the government’s attempt to 
rebuild trust between taxpayers and the tax authorities, a critical 
step if compliance is to improve.

Many analysts believe these reforms will position Nigeria 
among the top economies globally. For example, Professor Teju 
Somorin, a leading tax expert, argued that this overhaul is the 
most comprehensive since 1939 and could help Nigeria rank 
among the top 50 global economies [26]. 

However, implementation will be key. While these reforms 
were signed into law in June 2025, many provisions (including 
some critical ones) will only take effect from January 1, 2026.  
Analysts note that success will depend on how well the new 
institutions (like the NRS) handle enforcement, education, and 
digital rollout [27].

Why Tax Reform Became Necessary 
In today’s Nigeria, tax reform is being thought of as a policy 
option but it’s an urgent necessity. For years, citizens have 
counted their burden of taxes without seeing meaningful 
improvements in public services. Roads remain broken, hospitals 
underfunded, and schools neglected. People have learned to rely 
on themselves, not the government. The truth is, Nigeria can 
no longer afford to lean on outdated tax structures and erratic 
revenue streams. If we’re serious about national development, 
we must confront the fiscal realities head-on and build a tax 
system that actually works for everyone.

There are several key factors made urgent reform essential:

Economic Pressures 
Nigeria entered the period leading up to 2025 facing significant 
economic challenges. High inflation, rising food and fuel prices, 
and an increasing cost of living placed pressure on both citizens 
and government institutions. At the same time, the country’s 
national debt continued to rise, requiring large amounts of 
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revenue for debt servicing. With limited income from non-oil 
taxes, Nigeria’s budget deficits widened, threatening essential 
public spending in sectors such as education, healthcare, 
infrastructure, and security. Daily trust reported that Nigeria’s 
public debt has reached unprecedented levels, rising to N152.39 
trillion (USD99.66 billion) as at June 2025 and likely to exceed 
N160 trillion by year-end, driven by fresh borrowings, high 
domestic interest rates, and exchange-rate adjustments that 
increased the naira value of external liabilities [28].

This shows that without reform, the government risked a 
fiscal crisis where it would be unable to meet its obligations or 
fund developmental projects. Tax reform therefore became a 
necessary step to create a sustainable and predictable revenue 
base, reduce borrowing, and stabilize the economy.

As noted by fiscal experts, the country’s historically low tax-
to-GDP ratio hovering around 10–11 percent is well below 
the African average.  This shortfall has forced the government 
to depend heavily on borrowing, increasing national debt and 
compromising its ability to invest in critical sectors like health, 
education, and infrastructure. 

Additionally, as the Guardian Nigeria reported, the government is 
mobilizing “public finance reforms” that emphasize automation, 
institutional change, and fiscal transparency in order to reduce 
revenue leakages and cut collection costs. 

Decline in Oil Revenue 
This has clearly been shown that for decades, oil served as 
Nigeria’s financial backbone, one of the things that made 
Nigeria known as the Giant of Africa. However, global changes 
drastically affected this dependence. The worldwide push toward 
clean energy, increased investment in renewable technologies, 
and the volatility of global oil prices reduced Nigeria’s earnings. 
Periodic drops in oil prices exposed the weakness of relying 
on oil as the primary source of national income. The Nigerian 
economy is intricately tied to the dynamic of the global and 
internal oil market, with crude oil export constituting a significant 
portion of its revenue and export [29].

Nigeria has recorded a 79% reduction in crude oil theft, a 15% 
decline in oil and gas revenues, and an 8% decrease in production 
volumes between 2022 and 2023, with the reserve-replacement 
ratio steadily declining, the Nigeria Extractive Industries 
Transparency Initiative (NEITI) has disclosed [30]. Therefore, 
the world slowly reduces its reliance on fossil fuels, Nigeria’s 
oil revenue becomes increasingly unpredictable. This made it 
crucial for Nigeria to shift away from its overdependence on oil 
and develop a stronger non-oil tax system capable of supporting 
long-term growth. 

Oil has long been Nigeria’s revenue backbone, but mounting 
global energy shifts, price volatility, and domestic challenges 
have made this model increasingly fragile. The tax reform acts 
directly respond to this risk by shifting focus to non-oil revenues 
such as corporate income, VAT, and other emerging sources.

PwC’s sectoral analysis highlights that the reform even aligns 
with the Petroleum Industry Act, merging outdated oil-specific 

tax laws into broader, modern tax architecture.  This ensures 
a more predictable fiscal regime and less exposure to oil price 
shocks.

Need for a Diversified and Non-Oil Economy 
Nigeria’s future economy depends a lot on other sectors like 
agriculture, manufacturing, technology, finance, tourism, and 
the creative industries. These areas have the potential to grow 
and create jobs, but they can’t really succeed unless the country? 
has a tax system that helps them. If the tax environment is too 
harsh or confusing, it can scare away investors and make it hard 
for businesses to expand. That’s why it’s important to build a tax 
system that supports innovation and growth, so these sectors can 
help move Nigeria forward [31]. These areas have the potential 
to grow and create jobs, but they can’t really succeed unless the 
country has a tax system that helps them. If the tax environment 
is too harsh or confusing, it can scare away investors and make 
it hard for businesses to expand. That’s why it’s important to 
build a tax system that supports innovation and growth, so these 
sectors can help move Nigeria forward. Tax reform was needed 
to broaden the tax base as well as encourage investors by also 
reducing the unnecessary tax burdens and Provide incentives 
for priority industries. A modernized and business-friendly tax 
structure is the key to building a diverse and resilient economy 
that does not collapse when oil revenue declines.

Complex Taxes Burdening Businesses 
Looking years back before 2025, many entrepreneurs and 
investors complained about the difficulty of doing business in 
Nigeria due to the collection of too much taxes. Federal, state, 
and local governments often imposed overlapping taxes, levies, 
and fees. This led to higher operational costs, Confusion among 
businesses, Discouragement of new investments and Incentives 
for tax evasion were the disadvantages of the way taxes went on 
in Nigeria [32]. 

The business sector in Nigeria consistently demanded tax 
harmonization to create a clearer, simpler, and more predictable 
tax environment. Reforming the system became essential to 
improving Nigeria’s ranking on the ease of doing business 
index, attracting foreign investments, and supporting small and 
medium-scale enterprises (SMEs).

Nigeria’s previous tax setup was a tangled web. With multiple 
overlapping levies, too many agencies, and a confusing legal 
framework, compliance was a nightmare. Instead of encouraging 
growth, the system often scared off investors and weighed 
heavily on entrepreneurs.

Experts have long pointed out that this complexity hit smaller 
firms the hardest. For them, navigating the maze of taxes wasn’t 
just costly but also it was discouraging, stifling innovation and 
making it harder to compete.

The 2025 reforms aim to harmonize major tax laws, consolidating 
redundant levies (like the Tertiary Education Tax, IT levy, and 
others) into a single Development Levy of 4%.  This not only 
simplifies the tax code, but also improves transparency about 
how development funds will be used.
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Digital Transformation Goals 
Globally, tax administration is rapidly shifting to digital 
platforms that allow taxpayers to easily register, file returns, 
make payments, and track compliance. These systems reduce 
errors, promote transparency, and limit physical contact that 
could lead to corruption or manipulation. Nigeria’s tax system 
was largely dependent on manual procedures such as paper 
filing, in-office payments, and physical assessments. These 
outdated methods slowed down the entire process, made 
tax administration inefficient, and created opportunities for 
revenue leakages. The lack of automation not only discouraged 
compliance but also weakened transparency and accountability 
in the system. This situation highlighted the urgent need for 
reforms that would modernize tax administration through digital 
platforms and improve efficiency [33]. 

The new Tax Administration Act (NTAA, 2025) explicitly 
mandates digital registration, e-filing, and automated systems.  
Alongside this, the government is rolling out tools like a Federal 
Treasury Receipt (FTR) and a Central Billing System (CBS) 
to standardize and track all government payments, thereby 
reducing human interference and revenue leakages. 

These digital reforms are meant to improve efficiency, reduce 
corruption, and make tax compliance more seamless for both 
individuals and businesses. 

Expanding the Tax Base (“Tax Net”) 
One of the biggest goals of Nigeria’s tax reform is to bring more 
people and businesses into the formal system. For years, large 
parts of the population especially those working in the informal 
sector were left out, which meant the government couldn’t fully 
tap into its revenue potential.

The new regime is changing that. By linking digital identity tools 
like TIN, BVN, and NIN, and making registration mandatory, 
the government is widening the tax net. Importantly, this isn’t 
just about targeting wealthy individuals or big corporations. 
It’s about building a more inclusive system where everyone 
contributes fairly, and the benefits of a stronger, more reliable 
revenue base can be shared across society.

Aligning with Global Standards 
Global tax standards are shaping Nigeria’s 2025 reforms in a big 
way. A key change is the introduction of a minimum effective 
tax rate of 15% for large multinationals. The goal is to curb 
aggressive profit-shifting and bring Nigeria in line with OECD-
style international practices.

But the reforms don’t stop there. Nigeria is also expanding 
its tax base to include digital assets like crypto currencies and 
NFTs. This move reflects the realities of today’s digital economy 
and signals the country’s commitment to modernizing its fiscal 
framework.

The Politics Behind Reform 
Tax reform in Nigeria is not only about the economics aspect 
but it’s also deeply political. Analysts note that President Tinubu 
has made it a cornerstone of his broader economic agenda, tying 
it directly to goals like reducing borrowing, boosting internally 
generated revenue, and stabilizing the economy. The political 

momentum is clear that even with resistance in the National 
Assembly, the reform bills managed to pass, showing just 
how firmly this agenda is woven into Nigeria’s current policy 
direction.

Expected Impacts Of The 2025 Tax Reforms 
The 2025 tax reforms in Nigeria carry high expectations. 
Analysts, economists, and international institutions suggest 
they could reshape the country’s fiscal dynamics affecting 
government revenue, business competitiveness, citizens, and the 
structure of public finance.

Economic Impacts
A key hoped-for outcome is significantly higher government 
revenue. According to EY’s summary of the Nigeria Tax Act 
2025, the reforms broaden the tax base by consolidating major 
tax laws and introducing modern tax rules, which should help 
the government mobilize funds more effectively.  Experts at 
PwC also project that these reforms could support growth even 
in a challenging macroeconomic environment: in their sectoral 
analysis, they forecast a 2025 GDP growth rate of about 3.3%, 
aided by structural reform and more stable non‑oil revenues [34]. 

Reducing public debt pressure is another likely effect. With more 
reliable and predictable tax income, the government may depend 
less on borrowing. This is especially critical given Nigeria’s 
recent reforms, such as ending fuel subsidies and devaluing 
the naira. Such measures, coupled with stronger tax revenue, 
are increasingly seen as central to Nigeria’s fiscal stabilization 
strategy. 

Diversifying the economy is also a major expected benefit. The 
reforms explicitly bring in digital services, financial instruments, 
and modern sources of income under the tax umbrella. 
According to TheCable, the Nigeria Tax Act 2025 now subjects 
digital assets, foreign exchange securities, and winnings from 
prizes and awards to tax, expanding the country’s tax net into the 
digital economy.  This could support growth in non‑oil sectors 
like fintech, technology, and services, helping Nigeria reduce its 
historical overdependence on oil revenues [35].

Finally, in terms of planning and development, more stable 
and transparent revenue flows would enable the government 
to budget more confidently for infrastructure, social services, 
and long-term investments. The consolidation of levies into a 
“Development Levy,” for example, means some portion of tax 
revenue is earmarked for national priorities, such as education, 
defense, and technology. 

Impact on Businesses
The reforms are expected to improve the business climate, 
especially for small and medium-sized enterprises (SMEs). Under 
the 2025 Act, small companies are exempt from Corporate Income 
Tax (CIT). To qualify as a small company, the business must meet 
two criteria: Annual turnover is less than ₦100 million and Total 
assets are below ₦250 million. This exemption aims to support 
micro, small, and medium enterprises (MSMEs) by easing their 
tax burden and encouraging formal business operations [36].
 
The creation of the Nigeria Revenue Service (NRS), replacing 
the older FIRS, is also central: business stakeholders believe 
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this will unify and streamline tax administration. The Nigeria 
Revenue Service (NRS) was established under the 2025 tax 
reforms to serve as the central authority for tax administration. 
By harmonizing tax collection across federal, state, and local 
governments, the NRS is expected to eliminate overlapping 
demands from different agencies. This reform aims to reduce 
corporate tax uncertainty, lower compliance costs, and create a 
more predictable business environment [37].

Because the reforms require digital processes (e‑filing, 
e‑invoicing, integrated tax IDs), there is potential for a more 
transparent, efficient tax system. That could help businesses 
avoid the non‑transparent, costly, and time-consuming processes 
they faced under the old system. But experts also warn there 
could be transitional costs: not all small businesses are equipped 
to immediately adopt digital systems. 

Lower tax burdens and clearer compliance rules are also expected 
to encourage job creation. As small and medium businesses 
grow under a more favorable tax regime, they are more likely 
to expand and hire.

Impact on Citizens
For ordinary Nigerians, the reforms promise fairer tax treatment, 
especially for lower- and middle-income earners. The Tax Act 
2025 introduces a progressive personal income tax system: 
according to legal analyses, individuals earning ₦800,000 or 
less per year are now fully exempt from income tax.  This could 
relieve pressure on the most vulnerable income groups [38].

On the other hand, the Act also expands the definition of taxable 
income: it now includes earnings from digital sources, derivative 
transactions, and foreign exchange gains.  While this helps 
broaden the tax base, citizens may also feel the burden of these 
new rules if not well understood.

There is also a risk associated with cost-of-living. The Nigerian 
government delayed implementation of a 5% fuel surcharge, part 
of the 2025 tax reforms, until January 2026. This decision was 
made in response to public concern that the levy would worsen 
already high living costs. The delay highlights how sensitive tax 
policy is to social and economic realities, showing that fiscal 
measures must balance revenue generation with affordability for 
citizens [39].

Improved revenue mobilization could lead to better public 
services if funds are effectively deployed. However, trust will be 
critical: many Nigerians remain skeptical about how tax revenues 
are spent. The success of the reform will depend on transparent 
use of the new revenue streams to improve infrastructure, 
healthcare, and education.

Impact on Government and Public Finance
Institutionally, the reforms create stronger capacity and 
coordination. The consolidation of tax laws and creation of 
the NRS mean the government will likely reduce overlaps and 
inefficiencies. According to PwC’s analysis, this institutional 
reform should help minimize leakages. 

In terms of anti-avoidance, the Nigeria Tax Act 2025 introduces 
Controlled Foreign Company (CFC) rules and a minimum 

effective tax rate of 15% for large multinational corporations. 
These provisions are intended to prevent profit-shifting and 
ensure that companies pay a fair share of tax, regardless of 
where they book their profits. By adopting these measures, 
Nigeria strengthens its reputation in international tax compliance 
and aligns itself with global standards such as the OECD/G20 
framework [40].

However, risks remain: critics argue that if the revenue gains 
are not used transparently, public trust could erode. According 
to TheCable, despite the potential, there are “missing pieces” of 
reforms that must be paired with strong governance to realize 
social benefits [41].

Challenges To The 2025 Tax Reforms
Although Nigeria’s 2025 tax reforms represent a bold step 
forward, their success is not guaranteed. Several serious 
obstacles, some deeply political, others logistical, threaten to 
derail effective implementation. These challenges are being 
raised by industry leaders, civil society, and policy experts in 
public debates across the country.

A major concern comes from political and institutional 
resistance. According to The Guardian, entrenched interests at 
the state level could significantly undermine the new tax regime. 
Governors and local authorities may resist federal oversight 
through the Nigeria Revenue Service (NRS), especially if they 
fear losing control of their revenue streams.  This tension poses a 
real risk to harmonization, as states could undermine centralized 
collection efforts, or fail to cooperate fully in joint systems.

Some of the private sector’s organized leaders also worry that 
the reforms, while lofty in ambition, may not eliminate multiple 
taxation effectively. At a stakeholders’ forum, business groups 
expressed particular alarm about the sharp increase in Capital 
Gains Tax (CGT) from 10% to 30%, warning that this could erode 
competitiveness and impose heavy burdens on firms already 
struggling with costs.  These concerns suggest that compliance 
could suffer or that businesses might push back politically.

Technological and infrastructure barriers further complicate the 
picture. While the reforms embrace e‑filing, e‑invoicing, and 
data integration, many states especially poorer or rural ones, 
lack reliable broadband, modern tax offices, or skilled personnel.  
According to MicroSave Consulting, fragmented digital systems 
currently create “data silos” and inconsistent tax identification 
(TIN) management, undermining coordination and real-time 
monitoring.  Without unified and resilient infrastructure, the 
potential efficiency gains from digitization could be seriously 
compromised.

Another significant challenge relates to public trust. As Prof. 
Uba recently noted, many taxpayers remain skeptical that higher 
tax contributions will translate into better public services.  This 
distrust is not unfounded: in some communities, people feel 
they pay levies to numerous tax collectors yet they do not see 
improvements in basic amenities.  Unless the government 
provides transparency such as public dashboards showing where 
tax money is spent many Nigerians may continue to resist or 
evade.
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Closely tied to trust is the question of capacity and institutional 
readiness. The reforms create new bodies like the Joint Revenue 
Board and the Office of the Tax Ombudsman, but their success 
depends on competent leadership, adequate funding, and strong 
intergovernmental cooperation. Observers warn that without 
proper training for tax officers, clear transitional guidelines, and 
a rigorously enforced framework, states or local governments 
could lag in implementation or backslide into old collection 
practices. 

Finally, social and political risks loom large. One highly 
contentious component of the reform is the planned 5% fuel 
surcharge, a measure that many feared would worsen Nigeria’s 
already high cost of living. The government eventually delayed 
its implementation to January 2026 to avoid a potential backlash.  
This episode underscores how sensitive fiscal policy is in the 
current economic climate, especially when citizens are already 
feeling squeezed by inflation and subsidy removal.

Conclusion 
As Nigeria pushes on its most ambitious tax reform in decades, 
the 2025 Tax Act represents more than just a fiscal reset, it offers 
a foundational shift in how the state and its citizens understand 
the social contract of taxation. By consolidating legacy laws, 
broadening the tax base to include digital assets, and embracing 
a digital-first administration, the reform holds the promise 
of generating meaningful revenue and deepening economic 
inclusion. Experts note that these changes could help narrow 
Nigeria’s long-standing revenue gap and reduce its heavy 
reliance on debt, thereby supporting more sustainable public 
spending. 

Yet, that promise is not without its risks. The delay of a 
controversial 5% fuel surcharge, as reported by Reuters, 
underlines how sensitive tax policy remains in a country where 
the cost of living is already a major concern for ordinary 
Nigerians.  Meanwhile, calls for stronger fiscal accountability 
persist: without transparent oversight such as publicly accessible 
tax-expenditure reports there is a danger that the reform will 
be perceived merely as a revenue-raising tool rather than a 
realignment of the social contract. 

Moreover, digital modernization, while ambitious and necessary, 
will only achieve its full potential if the government can 
overcome infrastructure and capacity challenges. As MicroSave 
Consulting warns, fragmented systems and data silos remain a 
real barrier to efficiency and trust. 

In the end, the 2025 tax reforms could mark a turning point 
for Nigeria’s fiscal architecture: if implemented wisely and 
transparently, they have the potential to strengthen state revenue, 
support non-oil growth, and create a fairer tax system. But if key 
pieces such as accountability, digital capacity, and equity are not 
reinforced with political will and civic trust, the reform’s long-
term impact may fall short of its transformative aspirations.
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