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PART ONE: ISSUES IN TAX POLICIES AND MANAGEMENT 
 

COMPARATIVE STUDY ON THE EFFECTS OF TAX AUDIT ON VALUE ADDED TAX (VAT) 

COMPLIANCE IN DEVELOPING COUNTRIES. A STUDY OF NIGERIA AND BANGLADESH 

by Jane Chinyere Akujor1 and Fineboy Ikechi Joseph2 

                              

ABSTRACT  

 Nigeria like many other developing countries often place much focus on the dissemination of tax revenue, 

while undermining the sternness of VAT audit in enhancing favourable VAT compliance. It is equally 

preposterous that countries like Bangladesh and others that are less developed than Nigeria are performing 

better in the area of VAT audit and compliance. The study therefore compares the effect of tax audit on VAT 

compliance between Nigeria and Bangladesh. Secondary data were obtained from Central Bank of Nigeria 

statistical bulletin, National Board of Revenue statistics Bangladesh and World Bank. Data on VAT and 

unremitted VAT discovered through VAT audit for the period of 1994 to 2017 were basically used. The 

study adopts the ex-post facto research design. The Ordinary Least Square and independent t-test analytical 

tools were employed. The result shows that VAT audit significantly affects the VAT proceeds in Nigeria and 

Bangladesh. There is also no significant difference in the VAT audited between Nigeria and Bangladesh. 

Although, unremitted VAT and VAT proceeds are high in Bangladesh; neither does Nigeria nor Bangladesh 

has a better VAT compliance compared to each other’s for the period under review. It is recommended that 
the scope of tax audit should be wider in such a way that it will ensure proper submission of accurate and 

current returns for proper computation and sanctions by relevant tax authorities should be applied when 

necessary. Finally, tax authorities should provide a regular seminar and workshop to the tax audit 

personnel for improving their efficiency and effectiveness. 

Keywords: Tax, Tax audit, VAT audit, VAT compliance, Nigeria, Bangladesh, VAT proceeds. 

 

1.0     INTRODUCTION 

Value added tax around the world has shown great level of comparability and homogeneity. Despite many

commonalities, there are differences in their administration of VAT (Thuronyi, 2003). Several factors, such 

as the economy structure of a country, the tax culture, administrative dimensions and politicization of VAT 

operations etcetera, have propelled VAT-adopting countries, including Nigeria, to adjust to local conditions 

and to deviate from international norms and best practices (Igbeng, Beredugo & Adu, 2015). Major focus 

of most developing countries have always been the maximization of revenue, while incidentally neglecting 

the principles of a good tax system and undermining the sternness of tax audit in enhancing favourable 

VAT compliance. Gerard & Naritomi (2018) asserted that value added tax has become one of the most 

important instruments of revenue mobilization in developing world. The public expectation is to see that 

government provides basic amenities which includes bridges, hospitals, good roads, schools, electricity, 

pipe-borne water, seaports etcetera. These expectations cannot be actualized except if there is enabling 
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financial resources .In most countries, government raises money from issuing of public debt , fees, fines , 

levying of tax etcetera. Of all these, taxes are the most important and reliable means. 

 

Tax is a major source of revenue in many developing countries including Nigeria and Bangladesh. Modugu 

and Anyaduba (2014) defined tax as a compulsory levy imposed by the government on the income, profit 

or wealth of an individual, family, community, corporate or unincorporated bodies for the purposes of 

financing public expenditure. Among the various types of tax which the government can generate income, 

VAT is one of most reliable and important one. 

 

Value added tax (VAT) is a tax levied on goods and services consumed (Fowler, 2016). The Federal 

government and Federal Inland Revenue Service place VAT as a dependable source of government revenue 

(Fowler, 2016). VAT is a welcome development in Nigeria and Bangladesh. It is designed to be borne 

ultimately by the final consumers of the goods and services. The operating mechanism therefore allows for 

output –input adjustment to take care of taxpayers in the chain of distribution that are not consumers of the 

goods they deal in. It has been widely recognized that a well-designed VAT can raise significant amounts 

of revenue on a stable and sustainable basis and the decision to introduce a VAT has often been made for 

these reasons (Smith, Islam &Moniruzzaman, 2011).  

 

In countries like Nigeria and Bangladesh, effective tax compliance is hindered by some problems which 

include: Tax evasion and avoidance, non-issuance of tax income, poor recording of accounts etcetera. Tax 

compliance is therefore an ability of a tax liable body to submit accurate, complete and satisfactory returns 

in conformity with tax laws and regulations of the state to the authority for the purpose of tax assessment 

(Kircher, 2008). 

 
Smith, Islam &Moniruzzaman (2011) are of the opinion that adoption of a VAT is seen as an opportunity 

in many developing countries to modernizing tax administration which may therefore reflect the influence 

of international financial organizations (such as the IMF, World Bank) in the decision to introduce a VAT. 

Many developing countries, however, find the VAT more difficult to administer than initially thought and 

problems with administration and enforcement often undermine the effectiveness of the VAT. To combat 

these problems mentioned above, various countries of the world have introduced tax audit into their tax 

system. Goodrich (2013) defined tax audit as an examination of a person’s or an organization’s tax returns 
by the revenue organization to verify that income and deductions are exact and accurate. It helps to verify 

that the financial information is being reported correctly. 

 

1.1 Statement of the Problem 

Government’s ability to adequately and effectively retrieve the VAT proceeds from companies remains a 
problem. Nigeria like many other developing countries often place much focus on the dissemination of tax 

revenue, while undermining the sternness of VAT audit in enhancing favourable VAT compliance. It is 

equally preposterous that country like Bangladesh and others that are less developed than Nigeria are 

performing better in the area of VAT audit and compliance. This was evidenced in the disparity between 

anticipated VAT returns and the actual value added tax returns which is quite alarming.  
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In other instances, revenue from VAT has also been impaired by the ineffectiveness of revenue authorities 

to inspect and audit businesses for VAT purposes. In the case of Nigeria, several businesses impose the 5 

(%) percent VAT on sales without adequate remittances to the tax authority, while in most occasions, the 

full amount of VAT deducted are not promptly accounted for. These actions have gone unabated, even 

when the FIRS has the locus of auditing Vatable persons without any warrant from time to time in order to 

ensure compliance with the VAT legislation and regulations. It follows therefore that, could the discoveries 

of unremitted VAT through audit significantly affect the VAT compliance in developing countries such as 

Nigeria and Bangladesh? This is a pertinent question that was answered in this study. 

 

1.2 Objective of the Study  

The main objective of this paper was to evaluate the extent to which tax (VAT) audit affects VAT proceeds 

in developing countries such as Nigeria and Bangladesh. 

The specific objectives include: 

To assess the effect of VAT audit on VAT proceeds in Nigeria. 

To examine the extent to which VAT audit significantly affects VAT proceeds in Bangladesh. 

To ascertain the level of difference of VAT audited (VAT unremitted) between Nigeria and Bangladesh. 

 

1.3 Hypotheses 

H0:1: VAT audit does not significantly affect the VAT proceeds in Nigeria. 

H0:2: VAT audit does not significantly affect the VAT proceeds in Bangladesh. 

H0:3: There is no significant difference in the VAT audited (VAT unremitted) between  

Nigeria and Bangladesh. 

 

2.0 LITERATURE REVIEW 

2.1  Conceptual Framework 

The major economies of the world are built and supported by a sustainable system of revenue generation. 

The era of absolute dependency on oil proceeds is over and Revenue services are now looked upon to 

generate government’s revenues through taxation to fund government’s activities and projects (Fowler, 

2010). Value Added Tax is one of the reliable taxes which the Revenue service is using to fund government 

projects. VAT is a welcome development in countries like Nigeria and Bangladesh. Value Added Tax 

(VAT) is a tax levied on goods and services consumed (Fowler, 2016). It is an indirect tax wherein the 

burden of the payment is borne by the final consumer of the goods and services. According to Usman and 

Adegbite (2013), VAT replaced the sales tax which had been in existence since 1986. 

 
Auditing can play a major role in improving taxpayers’ compliance and the tax administration by impacting 
on the behavior of the taxpayer (Kagina, Uganda commissioner of General Revenue Authority).Kircher 

(2008)defined tax audit as an examination of an individual or organization’s tax laws and state regulations. 
Ola (2001) asserted that tax audit also involves tax returns which are selected for audit using some selection 

criteria. Adesina (2005) defined audit as an examination of accounting documents and supporting evidence 

for the purpose of reaching an opinion concerning their property.  The objectives of tax audit include the 

establishment of a viable and effective tax administration, to maintain a strong and viable mechanism in 

order to deal with tax avoidance techniques which are available to various organizations. More so, for a 
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successful audit, it is necessary that the auditors organize their work in such a way that the assignment given 

to them is accomplished efficiently and completely (Adediran,Alade & Oshode ,2013). 

 
Value Added Tax in Nigeria 

The tax was created by the VAT Act No. 102 of 1993 and the implementation started in January 1994. The 

rate of VAT in Nigeria is 5% on all taxable goods and services. It is also collected by Federal Inland 

Revenue Services. VAT has proven to be a strong source of revenue to the government from inception and 

proceeds from VAT should flow into the VAT pool account which are distributed monthly to the Federal, 

States (including Federal Capital Tertiary) and local governments in the proportion of 15%, 50% and 35% 

respectively (Flower, 2016). 

 
How Vat Is Computed and Paid  

The VAT Act requires all vatable persons to register for VAT within six months of the commencement of 

the Act or within six months of the commencement of business whichever is earlier with the board for the 

purpose of the collection of the tax. More so, all vatable persons are required to register for VAT 

notwithstanding that they may be dealing in exempt items. As a result, exemption status as contained in the 

VAT law is conferred on goods and services and not on persons or institutions. The 5% of the value of 

goods and services sold is called the output Vat while 5% of the goods bought for resale is called the input 

VAT for the case of Nigeria while a uniform and standard rate of 15% is charged for VAT in a least 

developed country like Bangladesh (Smith, Islam & Moniruzzaman, 2011). The following principles must 

be observed in the computation (Fowler, 2016): 

 
The input VAT to be allowed as deduction from the output tax shall be limited to the tax on goods purchased 

or imported directly from resale and goods which form the stock-on- trade used for the production of any 

new product on which output tax charged. 

VAT incurred on administrative expenses or overheads does not qualify as allowable input VAT. Such 

VAT is expensed in the profit and loss account with the related expenditures. 

There is no provision in the VAT act for input tax claims on supplies of services. 

VAT on input for the production of exempt goods are written off to profit and loss accounts. 

VAT paid on purchases of capital items or assets does not qualify as input VAT; rather they are capitalized 

(that is taken as part of the capital expenses of the business and capital allowance claimed). 

 
VAT on inputs for the production of zero-rated products are reclaimed from FIRS as in the case of Nigeria 

through refund claims application. 

 
Reimbursable expenses (where applicable) not forming part for the fees should be clearly and separately 

disclosed on the invoice and VAT would not be applicable to it. 

VAT is invoiced-based. This means that the computation and payment of VAT is not done on cash receipt 

but rather on the total invoices raised with other cash receipts. The payment and rendition of VAT is 

monthly and this has to be done not later that the 21st day of the month. Nigeria operates a VAT exclusive 

system and this system requires that the VAT element of transaction is openly stated on the face of the 

invoice (Fowler, 2016). 
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Value Added Tax in Bangladesh 

The Bangladesh VAT came into effect on 1 July 1991 after the enactment of the Value Added Tax Act on 

2 June 1991 (Ordinance 26 of 1991) replacing a range of existing sales and excise taxes. A number of 

objectives were sought from its introduction in Bangladesh in 1991 including: (a) bringing greater 

transparency to the taxation system; (b) reducing the cascading (taxing on tax) of consumption taxes; (c) 

the consolidation of tax administration; and (d) promotion of economic growth (Rafiqul & Kumar, 2014). 

 
VAT is imposed at the import, manufacturing, wholesale and retail levels on both goods and services at a 

uniform rate of 15% at the time of supply of taxable goods or services. In determining the VAT liability, 

tax paid on inputs is creditable against output tax. VAT returns are required to be submitted on monthly or 

in some cases on quarterly (e.g. brick manufacture) or biannually (e.g. hundred percent export oriented) 

(Anik, 2016).  

 
The tax-base for VAT in Bangladesh is the difference between the value of outputs and the value on which 

input tax has been paid. However, there are exceptions to this -in cases where the reduced rates or truncated 

rates apply a predetermined amount is considered as the value added and no specific credits are allowed. 

For taxable services, the assessable for imposition of VAT is “total receipt” which is defined as total amount 
of money, including commission or charge excluding the VAT or advance income tax imposed. The 

Bangladeshi VAT applies to the supply of products and services in Bangladesh with a number of 

exemptions listed in the First and Second Schedules to the VAT Act. The list of exempted goods comprises 

mainly raw agricultural products and foodstuffs, which can be justified on grounds of being essentials 

especially in the context that a large proportion of the Bangladeshi work force is engaged in subsistence 

agriculture (Anik, 2016). 

 

While the list of exempted services includes those which are commonly exempted (or subject to a low rate 

of VAT) in other countries such as medical, social and education services, financial services and 

transportation, in addition, there are exemptions for cultural and entertainment type services, trade and non-

medical professional services which are not usually exempted under other VAT regimes (Rafiqul & Kumar, 

2014). 

 

VAT payers who are not registered for the VAT are instead subject to a turnover tax of 4% of gross turnover 

in lieu of VAT without any input credits.  The turnover tax, however, is not a form of VAT and any turnover 

tax paid on inputs purchased by VAT-registered taxpayers cannot be claimed as a credit against VAT.  In 

addition to VAT and the turnover tax, Bangladeshi VAT regime also imposes a separate tax known as 

“supplementary duty” which is in nature an excise tax. The goods to which the duty applies and the rates 

imposed are specified in the Third Schedule to the Act (Scott, 1999). 

It must be remembered that the Bangladesh VAT is not imposed on capital goods so that the usual reason 

for a refund being the purchase of capital items is not likely to arise.  

 
C. The VAT Rate  

Bangladesh has adopted a single rate of VAT at 15%. However, with the turnover tax and truncated VAT 

rates, effective VAT rates will differ from the standard 15% rate because the actual amounts of value-added 

and the amounts assumed with the truncated rates will not be the same. The regressivity of the single rate 
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VAT is partly compensated with the extensive range of exemptions and the supplementary duty even though 

it is not strictly a VAT (Bangladesh, 2016). 

 

Reasons for Tax Audit  

The reasons for tax audit according to Erard (1994) include: 

Assisting the government in collecting appropriate tax revenue which is necessary for budget, maintaining 

economic and financial order and stability. 

To ensure that satisfactory returns are submitted by the tax payers. 

To reduce the degree of tax avoidance and tax evasion. 

To ensure strict compliance with tax laws  by the payers 

To bring defaulting tax payers to the net of tax authorities. 

To prove the completeness/ accuracy and timely filing of tax returns submitted by the tax payers. 

 

International perspective of Tax Audit 

International tax laws have their domicile in their domestic tax laws of respective countries (Cremer, 

1990).He asserted that countries enact laws to enable their tax authorities collect tax funds for public welfare 

and stimulation of domestic investment and business. Internationally, tax audit is very important in that 

world bodies were organized to deal with prevention and collection of tax avoidance and evasion, double 

taxation of multinational corporations’ etcetera. 
 

2.2 Theories of Tax Compliance 

As cited in the work of Mu’azusaidu Badara, the Forum on Tax Administration (2004), mentioned some of 
the basic theories of tax compliance which include; Economic theories, psychological theories and 

sociological theories. 

 

Economic Theories: This theory is based on economists approaching the question of why some people fail 

to comply with the law by constructing a theory which is based upon the assumption about human behavior; 

saying that individuals generally act rationally in evaluating the cost and benefit of any chosen activity 

.Slemrod (2000) asserted that in modeling the choice confronting individuals who decide whether to engage 

in tax evasion or not, their basic model assumes that people would commit evasion when the expected utility 

of the criminal act exceeds its expected disutility. 

 

Psychological Theories:  Psychologists explain human behavior in terms of variables that relate to 

individuals which tend to be more complex than that of the economists. Psychologists are interested as key 

independent variables, in tax evasion decision in factors like; Individuals regarding as moral beings with 

ideas and values of their own. More so, they commands and their own impulses filter through and are 

affected by this moral screen (Slemrod, 2000). 

Sociological Theories: The sociologists explain people’s actions by examining the forces that impinge on 
the position that they occupy within the system. Beron (2002) is of the view that social scientists from 

various disciplines have turned their attention to tax evasion as social phenomena. 
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2.3 Empirical Study 

Some researchers carried out empirical studies on tax administration in both developing and developed 

countries, tax audit in particular. Kastlunger, Kircher, Mittone and pitters (2009) study of experimental 

research also suggests that early audit in taxpayers tax life has a positive impact on compliance although 

the effectiveness of audits and fines cannot be completely confirmed. 

 
Smith and Stalans (1994) in USA, studied the negotiating strategies taxpayers and auditors preferred for 

dealing with tax audit disputes. The study adopted a pre-audit open-ended interview conducted with a 

randomly selected sample of taxpayers and state tax auditors drawn from four field offices of the Oregon 

department of revenue. The result revealed that the strategic preferences of both taxpayers and auditors are 

influenced by the nature of the dispute, general taxpayers attitudes toward tax administration and taxpaying, 

and the perceived role obligations. The study also showed that taxpayers who supported taking advantage 

of loopholes and ambiguities in the tax law tend to prefer the assertive strategies and those who want to 

minimize their involvement are more likely to prefer cooperative strategies. Alm and McKee (2006) 

investigate the application of experimental methods to examine the individuals’ compliance responses to a 
certain probability of audit and conclude that the compliance rate rises if an individual knows he will be 

audited and the rate falls if he knows he will not be audited. Also in the work of Mittone (2006), he examines 

that early experience of audits in taxpayers” tax life” is more effective way to increase compliance than 

later audits.  

 
3.0 METHODOLOGY 

3.1 Sources of data 

Secondary data was used in this study.  Relevant documents of CBN statistical Bulletins, National Board 

of Revenue (NBR) statistics and World Bank were used as sources of data. 

 
3.2 Methods of data collection and analysis 

The secondary data was collected through the review and detailed investigation of CBN Statistical bulletin 

on Federal Inland Revenue Services with data from 1994 to 2017 and Annual Report of Bangladesh’s 
National Board of Revenue, Ministry of Finance, data capturing from 1994 to 2017. More so, descriptive 

statistical methods of data analysis were applied. The data collected for the key variables of the study were 

analyzed using the ordinary least square and the independent t-test analysis.  

 
This study adopts the ex-post facto research design. Data on Value Added Tax (VAT) and Unremitted VAT 

discovered through the VAT audit were basically used. These data span from 1994 to 2017. The independent 

t-test analysis was used to compare the effect of tax audit (unremitted VAT Discovered) on VAT 

compliance proxy as VAT proceeds between Nigeria and Bangladesh within the period.  

The model specification represent VAT = β 0 + β 1VATAD + ε1 

For the case of Nigeria, the model shall be: 

VAT =β 0 + β 1VATAD + ε1        (1) 

For the case of Bangladesh, the model shall be: 

VAT =α 0 + α 1VATAD + ε1         (2) 

 



17 
 

The model is to determine the relationship between tax audit and Value Added Tax (VAT).If really tax 

audit has any direct relationship with VAT for the period under review. Where: β1, α 1 = Parameters to the 

explanatory variable ;β0, α0 = the Intercepts; ε1 = Error term; VAT = VAT compliance; VATAD = VAT 

Audit. The ‘a priori expectation for model is that B1 > 0; implying that the higher the tax audit, the higher 

the tax compliance in Nigeria or Bangladesh. The independent t-test is also implored to compare unremitted 

VAT differences in the case of Nigeria and Bangladesh 

 

4.0 Data analysis and Discussion of findings 

Data were obtained on Value Added Tax (VAT) proceed and unremitted VAT discovered through VAT 

audit (VATAD) for the period between 1994 and 2017.  

 

Hypothesis 1 

H0:1: VAT audit does not significantly affect the VAT proceeds in Nigeria. 

1.1a: Descriptive Statistics 

 Mean Std. Deviation N 

VAT_proceed_Ng 322331.5652 306272.25632 23 

Tax_audit_Ng 56322.4348 50649.43308 23 

 

Table 1.1b: Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of 

the Estimate F Sig. 

1 .922a .850 .843 121233.54117 119.408 .000b 

a. Predictors: (Constant), Tax_audit_Ng 

a. Dependent Variable: VAT_proceed_Ng 

Source: SPSS output, 2019 

 
Our regression result presented in table 1 shows that VAT audit was positive and significantly affects the 

VAT proceeds in Nigeria. The coefficient of determination R2 showed a favorable fit of 0.850 with an 

adjusted R2 of 0.843. This adjusted R2 shows that about 84.3% of the observed changes in VAT compliance 

in Nigeria was explained by changes in VAT audit. The null hypothesis is rejected on the basis that our p-

value = 0.000 < 0.05 significant level; therefore the alternative hypothesis is accepted and a conclusion that 

VAT audit significantly affect the VAT proceeds in Nigeria. This affirms that our model has a reasonable 

prediction. 

 
Hypothesis 2 

H0:2: VAT audit does not significantly affect the VAT proceeds in Bangladesh. 

Table 1.2a:Descriptive Statistics 

 Mean Std. Deviation N 

VAT_proce_Ban
g 

16821424.701
7 

32515382.761
26 

23 

Tax_audit_Bangl 10710876.764
3 

31649196.353
75 

23 
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 Table 1.2b: Model Summary 

Model R R Square Adjusted R Square 
Std. Error of the 
Estimate F Sig. 

1 .740a .547 .525 22399166.77951 25.359 .000b 

a. Predictors: (Constant), Tax_audit_Bangl 
Source: SPSS output, 2019 

 

Our regression result presented in table 2.1 reports that VAT audit does significantly affect the VAT 

proceeds in Bangladesh. The coefficient of determination R2 showed a favorable fit of 0.547 with an 

adjusted R2 of 0.525. This adjusted R2 shows that about 52.5 percent of the observed changes in VAT 

compliance in Bangladesh was explained by changes in VAT audit. The null hypothesis is rejected on the 

basis that our p-value = 0.000 < 0.05 significant level; therefore the alternative hypothesis is accepted and 

it confirms that there is a significant relationship between VAT audit and VAT compliance in Bangladesh. 

 
 

Hypothesis 3 

H0:3: There is no significant difference in the VAT audited in Nigeria and that of  

Bangladesh. 
 

Table 1.3a: Group Statistics 

 Countries N Mean Std. Deviation Std. Error Mean 

Unremitted_tax Nigeria 23 56322.4348 50649.43308 10561.13686 

Bangladesh 23 10710876.7643 31649196.35375 6599313.63308 
 

 
Table 1. 3b: Independent Samples Test 

 

Levene's Test 
for Equality of 
Variances t-test for Equality of Means 

F Sig. T df 

Sig. 
(2-
tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% Confidence 
Interval of the 
Difference 

Lower Upper 

Unremitted
_tax 

Equal 
variances 
assumed 

6.817 .012 -1.614 44 .114 
-
10654554.3
2 

6599322.0
8 

-
2395461
4.07 

2645505.41 

Equal 
variances 
not 
assumed 

  -1.614 22.00 .121 
-
10654554.3
2 

6599322.0
8 

-
2434070
6.60 

3031597.94 

 

Source: SPSS output, 2019 

 

Table 1.3 reports the mean difference between Nigeria and Bangladesh unremitted VAT. This unremitted 

VAT between the two countries shows a high mean difference of -10654554.32.Despite this outcome, the 

result shows that there is no significant difference between the two countries with a t-value = 1.614, and a 
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p-value of 0.114. Neither does Nigeria nor Bangladesh has a better VAT compliance compared to each 

other.Both countries have their unique peculiarity in terms of volume of VAT proceed (although 

Bangladesh’s VAT proceeds and VAT rates are both higher compared to Nigeria); this was also conveyed 
in the Levene’s test for equality of variances which gives a significant value of .012. This means that the 
data violates the assumption of equal variance between both countries, since it is lower than .05. However, 

the procedure of VAT audit does not seem dissimilar between both countries. The null hypothesis is 

therefore accepted since the p-value is greater compared to the 0.05 level of significance. The test therefore 

shows that there is a no significant difference in the VAT audited in Nigeria and that of Bangladesh. 

 
Findings 

VAT audit do significantly affect the VAT proceeds in Nigeria. 

VAT audit do significantly affect the VAT proceeds in Bangladesh. 

There is no significant difference in the VAT audited between Nigeria and Bangladesh. 

 
5.0   CONCLUSION AND RECOMMENDATIONS 

Based on the data presentation and analysis, the following are the major findings of the research work: 

Tax audit improves VAT proceeds in both Nigeria and Bangladesh 

Tax audit improves the level of VAT compliance by the tax payers in the both countries studied. 

 
The study has also shown that there is no significant difference in level of VAT compliance between Nigeria 

and Bangladesh; although it is obvious from our data that there are disparities in the unremitted amounts 

between both countries, but this is in relation to the uniqueness of the value added tax volume and the 

different VAT rate which tends to be higher in Bangladesh compared to Nigeria. However, the level of tax 

audit is similar between them. 

 

It is therefore recommended that; 

 The scope of tax audit should be wider in such a way that it will ensure proper submission of accurate 

and current returns for proper computation. 

 There should be effective sanctions by relevant tax authorities over the non-compliance tax payers 

with the tax rule and regulation. 

 Tax Authorities should provide a regular seminar and workshop to the tax audit personnel for 

improving their efficiency and effectiveness. 
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