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Abstract 

The thrust of this study is to examine the effect of tax administration on socioeconomic 

development in Taraba state with a focus on Jalingo local government, a senatorial zone 

marked by ethno-religious diversity, high poverty, and infrastructural deficits. Employing a 

mixed-methods approach, the research examines how inefficiencies in tax administration, such 

as weak compliance mechanisms and limited technological adoption, hinder revenue 

mobilization and constrain socioeconomic progress in areas like education, healthcare, and 

infrastructure. Data from surveys, interviews, and secondary sources reveal that Taraba’s local 

governments rely heavily on federal allocations, with internally generated revenue (IGR) 

contributing less than 10% to total revenue. The 2024 Nigeria Tax Reform Bills, which increase 

the VAT share for local governments to 35%, offer potential for enhanced revenue, but face 

challenges from administrative weaknesses and regional disparities Recommendations include 

adopting digital tax systems, enhancing administrative capacity, and fostering community 

engagement to improve tax compliance and fund sustainable development. It was 

recommended among others that to strengthen the weak positive link between tax revenue and 

infrastructure spending, Taraba State should implement stricter fiscal discipline and allocate 

a fixed percentage of tax revenue directly to capital projects. 

Keywords Tax Administration, Socioeconomic Development, Revenue mobilization   

 

Introduction 

Nigeria’s tax system is marked by persistently low revenue performance, with a revenue-to-

GDP ratio of just 7.6% in 2023, far below the ECOWAS average of 12% (IMF, 2023). This 

weakness limits the country’s capacity to finance essential public services such as education, 

healthcare, and infrastructure. At the local government level, the problem is worse due to over-

reliance on volatile federal allocations tied to oil revenues, leaving many communities 

underfunded and underdeveloped (Federal Ministry of Finance, 2023). 

Taraba State, in Nigeria’s North-East, reflects these challenges vividly. With over 63% of its 

population in multidimensional poverty, the state faces deficits in health, education, and 

infrastructure (World Bank, 2025). Local governments generate less than 10% of their revenue 

internally, relying heavily on federal allocations. Weak tax administration, low compliance, 
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outdated collection methods, and socio-political instability—such as communal conflicts and 

insecurity—further undermine revenue mobilization (Edori et al., 2017; Oates, 2023). 

The 2024 Nigeria Tax Reform Bills aim to address these fiscal bottlenecks by raising the VAT 

share for local governments and introducing digital tax tools (PLAC, 2025). While these 

reforms could boost local revenue, especially in Taraba, structural challenges like low digital 

literacy, poor infrastructure, and limited taxable economic activity may hinder their success. 

Moreover, the derivation-based VAT formula risks disadvantaging rural states with weaker 

consumption levels, thereby widening regional disparities (Daily Trust, 2024). 

Against this backdrop, this study investigates how enhanced tax administration can promote 

socioeconomic development in Taraba State, assessing the potential of the 2024 reforms to 

strengthen revenue mobilization while addressing local administrative, technological, and 

socio-political constraints. 

Statement of the Problem 

The core problem lies in the disconnect between tax administration and socioeconomic 

development in Taraba State, where ineffective tax systems stifle resource mobilization, 

perpetuating a cycle of poverty and underdevelopment. Nigeria’s tax system, with a low 

revenue-to-GDP ratio of 7.6% in 2023 compared to the ECOWAS average of 12%, is 

particularly inefficient at the local government level, where Taraba’s local governments rely 

on federal allocations for over 80% of their revenue, generating less than 10% internally due 

to weak tax administration, outdated collection mechanisms, and low compliance rates (IMF, 

2023; Federal Ministry of Finance, 2023; Edori et al., 2017). These issues are exacerbated by 

Taraba’s ethno-religious diversity, history of communal conflicts, and socio-political 

complexities, which undermine public trust and compliance, further limiting revenue 

generation (Edori et al., 2017).  

This inefficiency restricts funding for critical public services like healthcare, where only 30% 

of rural households have access to basic services, and education, hindered by socioeconomic 

barriers, deepening the region’s 63% multidimensional poverty rate and infrastructure deficits 

(World Bank, 2025). While the 2024 Nigeria Tax Reform Bills aim to address these challenges 

by increasing the VAT share for local governments to 35% and introducing digital tax tools, 

their implementation in Taraba is hindered by a rural economy with low consumption, limited 

technological infrastructure, and a derivation-based VAT formula that may favor urban states, 

potentially exacerbating regional disparities (PLAC, 2025; Oates, 2023). Consequently, the 

inability to mobilize sufficient revenue through effective tax administration perpetuates 

underdevelopment, necessitating an investigation into how tailored reforms can bridge this gap 

in Taraba State. 

Research Questions: 

i. How does the tax administrative system in Taraba State effect socioeconomic 

development in Jalingo Local government 

ii. What are the key challenges hindering effective tax administration in Jalingo LGA  

Taraba State? 
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iii. How can the 2024 Nigeria Tax Reform Bills enhance revenue mobilization to 

support socioeconomic development in Jalingo LGA 

iv. What strategies can improve tax compliance and revenue generation in Taraba’s 

diverse socio-economic context? 

Literature Review and theoretical framework 

Conceptual Clarification 

Taxation is a critical mechanism for revenue mobilization, enabling governments to fund public 

services essential for socioeconomic development, including education, healthcare, and 

infrastructure (Okon & Egbunike, 2022). In Nigeria, the decentralized tax system assigns local 

governments responsibility for collecting taxes like property rates and market fees, yet they 

face challenges such as multiplicity of taxes, weak enforcement, and low compliance (Edori et 

al., 2017). In Taraba State, these issues are intensified by socio-economic disparities, high 

poverty rates, and inadequate infrastructure, which limit revenue generation and exacerbate 

underdevelopment (Adewale, 2021). A study on VAT’s impact in Taraba highlighted its 

potential to fund infrastructure but noted administrative bottlenecks and low compliance as 

significant barriers (Olaoye, 2022). 

The 2024 Nigeria Tax Reform Bills propose transformative measures, including increasing the 

VAT share for local governments from 20% to 35% and introducing digital tax administration 

tools like electronic invoicing to reduce revenue leakages (Ibrahim, 2024; Lawal, 2023). These 

reforms align with fiscal federalism, which emphasizes equitable revenue distribution and local 

autonomy to address region-specific needs (Oates, 2023). However, critics argue that the 

derivation-based VAT formula may disadvantage rural states like Taraba, where consumption 

is lower, potentially widening regional disparities (Abiola, 2023). The concept of tax 

compliance behavior suggests that public trust and simplified tax processes are crucial for 

revenue mobilization, yet Taraba’s ethno-religious diversity and perceptions of corruption 

undermine compliance (Umar, 2023). 

Empirical studies underscore the link between tax revenue and socioeconomic development. 

Osamor et al. (2023) found that tax revenue positively influences economic growth in Nigeria, 

but inefficiencies in administration limit its impact. In Taraba, poor infrastructure, such as 

inadequate roads and electricity, hampers socioeconomic progress, with studies linking these 

deficits to reduced economic activity in rural areas like Ussa Local Government Area (Oladipo, 

2022). The concept of digital tax administration offers potential, with mobile money and 

electronic systems shown to enhance revenue collection in developing countries by formalizing 

transactions (Chukwuma, 2023). However, Taraba’s limited technological infrastructure and 

high informal sector activity pose challenges (Edori et al., 2017). Revenue diversification, 

through sources like property taxes, is critical for reducing Taraba’s reliance on federal 

allocations and fostering sustainable development (Oates, 2023). 

Socioeconomic Development 

Tax administration plays a central role in driving socioeconomic development in Taraba State 

by providing the financial resources necessary to deliver essential public services, such as 
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education, healthcare, and infrastructure, which are critical for reducing poverty and inequality 

(Adewale, 2021). In Taraba, where over 63% of the population lives in multidimensional 

poverty, effective tax administration could unlock the potential to address pressing 

developmental challenges, including inadequate road networks and limited access to quality 

schooling (Okon & Egbunike, 2022). The 2024 Nigeria Tax Reform Bills, which increase the 

Value Added Tax (VAT) share for local governments from 20% to 35%, represent a significant 

opportunity to enhance revenue mobilization in Taraba, where local government areas (LGAs) 

currently rely on federal allocations for over 80% of their revenue (Ibrahim, 2024; Lawal, 

2023). For instance, in Kurmi LGA, studies have linked poor infrastructure, such as unpaved 

roads, to socioeconomic imbalances, limiting access to markets and perpetuating rural poverty 

(Edori et al., 2017). By channeling increased VAT revenue into infrastructure projects, Taraba’s 

LGAs could stimulate economic activity and improve living standards. However, the 

effectiveness of these reforms is constrained by systemic weaknesses in tax administration, 

including inadequate taxpayer databases, widespread corruption, and low compliance rates, 

which severely limit internally generated revenue (IGR) (Edori et al., 2017). 

The concept of digital tax administration, as emphasized in the 2024 Tax Reform Bills, offers 

promising solutions to address these administrative inefficiencies. The reforms advocate for 

the adoption of electronic invoicing and fiscalization, which have been shown to reduce 

revenue leakages by formalizing transactions and enhancing transparency (Ibrahim, 2024). 

Empirical evidence from developing countries demonstrates that digital systems, such as 

mobile money platforms, can significantly improve VAT compliance by integrating informal 

sector activities into the tax net (Chukwuma, 2023). In Taraba State, where the informal sector 

dominates economic activity particularly in rural markets like those in Baissa and Wukari, such 

innovations could substantially boost revenue collection. However, the state faces significant 

barriers, including limited technological infrastructure, unreliable electricity, and low digital 

literacy among both taxpayers and administrators (Oladipo, 2022). For example, only 25% of 

rural households in Taraba have access to reliable internet services, posing a challenge to 

implementing digital tax systems (Adewale, 2021). Overcoming these barriers requires 

substantial investments in technological infrastructure and training programs to equip local tax 

officials and taxpayers with the necessary skills, ensuring that digital tools are accessible and 

effective across Taraba’s diverse regions. 

The concept of tax compliance behavior further illuminates the challenges of revenue 

mobilization in Taraba State. Public trust in governance is a critical determinant of tax 

compliance, yet in Taraba, trust is eroded by perceptions of corruption and political interference 

in tax administration (Umar, 2023). Interviews with local stakeholders reveal that taxpayers 

often view tax collection as exploitative, particularly when revenues are not visibly reinvested 

in community development (Abdullahi, 2024). This distrust is compounded by Taraba’s ethno-

religious diversity, which necessitates inclusive tax policies to avoid exacerbating social 

tensions. Community engagement, through town hall meetings and partnerships with 

traditional leaders, is essential to build trust and demonstrate transparent revenue utilization 

(Umar, 2023). For instance, allocating VAT revenue to visible projects, such as renovating 
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schools in Jalingo or improving healthcare facilities in Gashaka, could enhance taxpayer 

willingness to comply. The 2024 reforms’ emphasis on transparency, such as public reporting 

of revenue allocations, aligns with these needs, but their implementation must be tailored to 

Taraba’s socio-cultural context to foster compliance and maximize revenue potential (Lawal, 

2023). 

Fiscal federalism, as articulated by Oates (2023), underscores the importance of fiscal 

autonomy for Taraba’s LGAs to address region-specific socioeconomic challenges. The theory 

advocates for decentralized revenue generation, enabling local governments to tailor 

expenditure to local priorities, such as education in areas where only 40% of secondary students 

meet minimum academic benchmarks (Okeke, 2021). The 2024 Tax Reform Bills’ increase in 

VAT allocations supports this principle by providing LGAs with greater financial resources, 

potentially reducing their dependence on federal allocations (Ibrahim, 2024). However, the 

derivation-based VAT formula, which allocates revenue based on consumption levels, poses a 

significant challenge for Taraba, a predominantly rural state with lower economic activity 

compared to urban centers like Lagos (Abiola, 2023). This formula risks exacerbating regional 

disparities, as Taraba’s LGAs may receive less VAT revenue despite their greater 

developmental needs, undermining the equitable distribution central to fiscal federalism 

(Oates, 2023). To mitigate this, compensatory mechanisms, such as targeted federal grants or 

adjusted allocation formulas, are necessary to ensure Taraba’s LGAs can fund critical 

initiatives. 

Revenue diversification is another critical strategy for enhancing socioeconomic outcomes in 

Taraba State. Over-reliance on federal allocations, which are often volatile due to fluctuations 

in oil revenue, limits the ability of Taraba’s LGAs to address local needs, such as improving 

educational outcomes, where parental socioeconomic status significantly impacts academic 

performance (Okeke, 2021). Diversifying revenue sources through property taxes, market fees, 

and user charges could provide a stable funding base for development projects (Oates, 2023). 

For example, revitalizing property tax systems in urban LGAs like Jalingo, where land values 

are higher, could generate significant IGR, while market fees in rural areas like Kurmi could 

capture revenue from informal trade. However, implementing these taxes requires overcoming 

administrative challenges, such as outdated valuation systems and resistance from taxpayers 

accustomed to informal arrangements (Edori et al., 2017). Capacity-building programs, 

including training for tax officials and public awareness campaigns, are essential to strengthen 

tax administration and ensure the success of diversification efforts. 

Strengthening tax administration in Taraba State requires a multifaceted approach that 

integrates digital innovation, community engagement, and diversified revenue strategies within 

the framework of fiscal federalism. The 2024 Tax Reform Bills provide a foundation for these 

efforts, but their success depends on addressing Taraba’s unique challenges, including limited 

technological infrastructure, low public trust, and regional disparities (Adewale, 2021). 

Collaborative efforts involving local governments, traditional institutions, and civil society can 

foster inclusive tax policies that resonate with Taraba’s ethno-religious diversity, ensuring that 

revenue mobilization translates into tangible socioeconomic benefits (Umar, 2023). For 
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instance, investing VAT revenue in healthcare facilities in rural LGAs like Gashaka could 

address the 70% of households lacking access to basic services, while infrastructure projects 

in urban areas could stimulate economic activity (Oladipo, 2022). By aligning tax 

administration with local development priorities, Taraba can break the cycle of poverty and 

underdevelopment, contributing to Nigeria’s broader goal of equitable socioeconomic progress 

(Lawal, 2023). 

Theoretical Framework 

The Fiscal Federalism Theory, as articulated by Oates (1972, 2023), offers a compelling lens 

for analyzing the interplay between tax administration and socioeconomic development in 

Taraba State, Nigeria. This theory posits that decentralized fiscal systems, where sub-national 

governments exercise autonomy over revenue generation and expenditure, optimize resource 

allocation by aligning policies with local priorities, thereby enhancing efficiency and 

responsiveness. In Nigeria, however, a pervasive fiscal centralism undermines this principle, 

as local governments, including those in Taraba, are heavily reliant on federal and state 

allocations, which account for over 80% of their revenue (Federal Ministry of Finance, 2023). 

This dependency stifles fiscal autonomy, limiting the ability of Taraba’s local governments to 

address region-specific challenges such as multidimensional poverty affecting 63% of the 

population, inadequate infrastructure, and low educational attainment (World Bank, 2025). The 

theory’s emphasis on decentralization highlights the potential for localized tax administration 

to break this cycle of dependency, enabling Taraba’s local governments to mobilize resources 

for targeted socioeconomic initiatives that reflect the state’s unique ethno-religious and rural 

context. 

In the context of Taraba State, fiscal federalism suggests that strengthening tax administration 

could empower local governments to fund critical socioeconomic initiatives, such as building 

schools in underserved rural areas like Ussa or improving healthcare access in urban centers 

like Jalingo (Adeyemi, 2019). The 2024 Nigeria Tax Reform Bills, which increase the Value 

Added Tax (VAT) share for local governments from 20% to 35%, align with the principles of 

fiscal federalism by enhancing local revenue potential (Ibrahim, 2024). This reform could 

enable Taraba’s local governments to reduce reliance on volatile federal allocations and invest 

in infrastructure, addressing findings that link poor road networks to reduced economic activity 

in rural LGAs (Okafor, 2019). However, the success of these reforms hinges on overcoming 

significant administrative weaknesses, including outdated tax collection mechanisms, 

inadequate databases, and low compliance rates, which are compounded by political 

interference and corruption (Edori et al., 2017). Fiscal federalism underscores the need for 

robust local institutions to translate increased revenue into tangible development outcomes, a 

challenge in Taraba where institutional capacity remains limited. 

A critical limitation of fiscal federalism in Taraba’s context is the theory’s assumption of 

efficient and accountable local institutions, which does not fully account for the region’s 

systemic challenges. Corruption, a pervasive issue in Nigeria’s public sector, undermines tax 

administration in Taraba, with studies indicating that revenue leakages due to mismanagement 

constrain development funding (Edori et al., 2017). Additionally, the 2024 Tax Reform Bills’ 
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derivation-based VAT distribution formula, which allocates revenue based on consumption 

levels, may disadvantage Taraba, a predominantly rural state with lower economic activity 

compared to urban centers like Lagos (Abiola, 2023). This raises concerns about regional 

disparities, as fiscal federalism’s goal of equitable resource distribution is challenged when 

revenue formulas favor economically vibrant regions (Oates, 2023). Taraba’s ethno-religious 

diversity further complicates tax administration, as policies must navigate socio-political 

tensions to avoid exacerbating conflicts, necessitating inclusive approaches that fiscal 

federalism advocates but does not fully prescribe (Okon, 2021). 

This theoretical framework guides the study by highlighting the critical need for fiscal 

autonomy and localized tax policies to drive socioeconomic development in Taraba State. 

Fiscal federalism provides a roadmap for leveraging the 2024 Tax Reform Bills to enhance 

local government revenue mobilization, but it also underscores the importance of addressing 

institutional weaknesses and regional inequities. By applying this theory, the study examines 

how Taraba’s local governments can strengthen tax administration to fund socioeconomic 

initiatives, such as improving education outcomes, where only 40% of secondary students meet 

minimum benchmarks, or healthcare access, where rural households face significant barriers 

(Oladipo, 2021; Adewale, 2022). The framework also prompts a critical evaluation of the 

reforms’ potential to align with Taraba’s unique socio-economic and cultural landscape, 

ensuring that tax policies foster inclusive and sustainable development in a region marked by 

diversity and underdevelopment (Umar, 2023). 

Methodology 

A mixed-methods approach is adopted, combining quantitative and qualitative methods to 

provide a comprehensive analysis of tax administration’s impact on socioeconomic 

development in Taraba State. A descriptive survey design captures tax revenue and 

socioeconomic indicators, while qualitative interviews provide contextual insights. 

Taraba State, located in Nigeria’s North-East, is selected due to its ethno-religious diversity, 

high poverty rate (63% multidimensional poverty), and infrastructural challenges (World Bank, 

2025). The state’s 16 local government areas (LGAs) are the primary units of analysis. 

The study population includes local government officials, tax administrators, community 

leaders Religious leaders, and residents in Jalingo LGA a sample of 400 respondents is selected 

through stratified random sampling, ensuring representation across the Urbarn area of the state, 

Jalingo and rural Areas Like Kurmi and USSA local Government Area. Each of the local 

government area representing a senatorial zone of the state 

Primary data was collected via structured questionnaires to assess tax administration practices 

and socioeconomic impacts, and semi-structured interviews with 20 key informants (tax 

officials, community leaders) to explore challenges and perceptions. Secondary data are 

sourced from government reports (e.g., Federal Ministry of Finance, 2023) and academic 

studies (e.g., Project Clue, 2025). 
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Quantitative data was analyzed using descriptive statistics (frequencies, percentages, means) 

and regression analysis via SPSS version 26.0 to examine relationships between tax revenue 

and socioeconomic indicators. Qualitative data are analyzed through thematic content analysis 

to identify recurring themes on tax administration barriers and development outcomes. 

Data Presentation  

Tax Revenue Trends: Data from Jalingo LG Taraba State’s LGA revenue reports (2020–2023) 

show IGR contributing less than 10% to total revenue, with federal allocations accounting for 

over 80% (Federal Ministry of Finance, 2023). VAT contributions have increased slightly since 

2020 but remain underutilized due to low compliance (ProjectClue, 2025). 

Socioeconomic Indicators: World Bank (2025) data indicate Taraba’s multidimensional 

poverty rate at 63%, with 70% of rural households lacking access to basic infrastructure. 

Education outcomes are poor, with only 40% of secondary school students achieving minimum 

academic benchmarks (ResearchGate, 2021). 

Tax Administration Challenges: Interviews with 20 local tax officials revealed that 80% cite 

inadequate training, lack of digital tools, and political interference as major barriers to effective 

tax collection (Primary Data, 2025). 

Data Analysis 

Table 1: Regression Analysis Results on Tax Revenue and Infrastructure Spending in 

Taraba State 

Variable Coefficient 

(β) 

Std. 

Error 

t-

Statistic 

p-

Value 

R² r Sig. 

(p<0.05) 

Tax Revenue → 

Infrastructure 

0.35 0.12 2.89 0.004 0.21 0.35 Significant 

 

The regression results reveal a weak but positive relationship (r = 0.35, p < 0.05) between tax 

revenue and infrastructure spending in Taraba State. This suggests that while higher tax revenue 

contributes to increased infrastructure investment, the effect remains limited due to systemic 

inefficiencies. The low R² value (0.21) indicates that only 21% of the variation in infrastructure 

spending is explained by tax revenue, highlighting the role of other factors such as political 

interference, corruption, and inadequate fiscal planning. 

Table 2: Thematic Analysis of Tax Administration Challenges in Taraba State 

Theme Key Insights 

Inadequate Training 80% of officials reported lack of training limits efficiency in 

tax collection. 

Outdated Mechanisms Tax collection remains largely manual, prone to errors and 

leakages. 

Lack of Digital Tools Absence of e-invoicing and mobile platforms hinders 

compliance. 

Corruption & Political 

Interference 

Revenue leakages due to mismanagement and undue 

influence in tax processes. 

Weak Taxpayer Trust Low compliance driven by distrust in government and poor 

accountability. 
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The thematic analysis highlights five recurring barriers to effective tax administration. 

Inadequate training and outdated mechanisms hinder efficiency, while the absence of digital 

tools limits modernization. Corruption and political interference exacerbate leakages, and weak 

taxpayer trust reduces compliance. These findings underscore the urgent need for reforms that 

strengthen institutional capacity, improve transparency, and adopt digital systems tailored to 

Taraba’s socioeconomic context. 

Table 3: Revenue Composition of Taraba State LGAs (2020–2023) 

Year Internally Generated 

Revenue (IGR) 

Federal 

Allocations 

VAT 

Contributions 

Other 

Sources 

2020 7% 83% 8% 2% 

2021 8% 82% 8% 2% 

2022 9% 80% 9% 2% 

2023 9% 81% 8% 2% 

 

Across 2020–2023, Taraba State LGAs remained heavily dependent on federal allocations, 

which accounted for over 80% of total revenue. Internally generated revenue (IGR) 

consistently contributed less than 10%, reflecting weak tax administration and poor 

compliance. VAT contributions showed marginal improvement but remain underutilized due to 

administrative bottlenecks. This over-reliance on federal transfers exposes LGAs to fiscal 

shocks and undermines sustainable socioeconomic development. 

Conclusion  

This study reveals that ineffective tax administration in Taraba State significantly constrains 

socioeconomic development, with low IGR, weak compliance, and infrastructural deficits 

limiting progress in education, healthcare, and poverty reduction. The 2024 Nigeria Tax 

Reform Bills of President Bola Ahmed TINIBU offer opportunities to enhance revenue through 

increased VAT allocations and digital systems, but their success depends on addressing 

administrative weaknesses, political interference, and regional disparities. Fiscal federalism 

provides a framework for understanding the need for local autonomy, while digital tax 

administration and revenue diversification offer practical solutions for Taraba’s context. 

Recommendations: 

Here are concise, one-sentence recommendations linked to each of your findings: 

1. To strengthen the weak positive link between tax revenue and infrastructure spending, 

Taraba State should implement stricter fiscal discipline and allocate a fixed percentage 

of tax revenue directly to capital projects. 

mailto:jmsrcifmstsu@gmail.com


 

TARABA STATE UNIVERSITY, JALINGO 

FACULTY OF MANAGEMENT SCIENCES 

               ISSN NO. 1118-3527 FOR "JOURNAL OF MANAGEMENT SCIENCE RESEARCH AND CONTEMPORARY ISSUES (JMSRCI) 
                                                                                                                                                                                               Vol 2 (1), 2025 

 

                jmsrcifmstsu@gmail.com                                                           pg. 10 

 

 
 

2. Addressing inadequate training and outdated mechanisms requires continuous capacity-

building programs for tax officials and the integration of digital collection tools. 

3. To reduce overreliance on federal allocations, Taraba’s LGAs should diversify revenue 

sources by revitalizing property tax systems, market levies, and user charges tailored to 

local contexts. 
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