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Abstract

Among what have persistently undermined Nigeria's economic development are illicit financial
outflows through capital flight, tax evasion, and money laundering. These issues hamper
domestic resource mobilization and erode public trust in financial institutions especially banks.
Anchoring on an intergrated theoritical frameworks, this paper explores the role of the Nigerian
Financial Intelligence Unit (NFIU) in combating these economic crimes in Nigeria. It assesses
the legal framework, operational capacity, achievements, and constraints of the NFIU.
Employing a quantitative approach, the study utilizes secondary data from NFIU reports (2020—
2024) and Central Bank of Nigeria financial disclosures. Statistical analysis was conducted to
evaluate trends and correlations between NFIU enforcement and illicit activity reduction.
Findings from the study reveal that increased Suspicious Transaction Report (STR) filings, real-
time monitoring, and policy interventions by the NFIU significantly curtailed money laundering
and capital flight activities. Findings from the study reveal that the Nigerian Financial
Intelligence Unit plays a vital role in disrupting the financial architecture that enables capital
flight, tax evasion, and money laundering—especially within the banking system. The paper
while confirming a strong correlation between financial intelligence enforcement and reduction
in financial crimes concludes that capital flight, tax evasion, and money laundering practices
weaken economic development, reduce government revenue, and undermine financial integrity.
The paper recommends among others; strengthening Nigerias Financial Intelligence Unit (NFIU)
capacity by enhancing their training, improved interagency collaboration and coordination
should; and strenghtening nigeria’s international cooperation by enhancing collaboration with
foreign financial intelligence units.
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Introduction

Ilicit financial outflows pose a major threat to developing economies. Recent studies estimate
that developing countries lose approximately $1 trillion annually through these mechanisms,
with Nigeria accounting for a substantial portion of African losses. It is evident that the Nigerian
economy has continued to suffer from illicit financial outflows, often driven by capital flight, tax
evasion, and money laundering. In Nigeria, they undermine economic stability, drain foreign
reserves, and weaken institutional integrity (Global Financial Integrity, 2021). The Nigerian
banking sector, due to its centrality in financial intermediation, often serves as a conduit for these
crimes. These practices not only deplete national reserves but also erode fiscal integrity and the
county’s capacity to deliver public services (Global Financial Integrity, 2021). Studies have
shown that Nigeria faces significant challenges with illicit financial flows, with capital flight, tax

evasion, and money laundering representing persistent threats to economic development.

In response to this growing threat, the Nigerian Financial Intelligence Unit (NFIU) was
established in 2018 by the federal government of Nigeria to strengthen the country’s financial
intelligence framework and foster collaboration with domestic and international enforcement
agencies (NFIU, 2023). The Nigerian Financial Intelligence Unit (NFIU), established as the
central national agency for receiving, analyzing, and disseminating financial intelligence, plays a
pivotal role in combating these financial crimes positioning it as a frontline agency against illicit
financial flows (NFIU, 2023).

Despite existing frameworks for Anti-Money Laundering and Combating the Financing of
Terrorism (AML/CFT), illicit financial flows through banks remain prevalent. Capital flight and
tax evasion continue to rise, weakening national revenue mobilization efforts. Although the
NFIU is mandated to curb these threats, the scale of success and the banking sector’s response
remain under-researched. Research on Nigerian financial crimes reveals several key findings;
FATF (2022) noted that strong financial intelligence systems reduce laundering risks. Uche &
Olatunde (2021) found a positive correlation between NFIU intervention and financial
transparency in the Nigerian banking sector. Manufacturing companies deliberately fail to submit
required tax documentation to avoid obligations, with additional drivers including lack of

education about requirements and technological barriers. SMEs demonstrate significant tax



avoidance and evasion behaviors, adversely affecting government revenue and public services.
Nigeria's anti-money laundering framework suffers from poor coordination between the NFIU,

law enforcement, and financial institutions.

This paper relies on existing research documenting Nigeria's anti-money laundering framework
while identifying critical gaps in implementation. The study particularly examines how
strengthening the NFIU could address systemic weaknesses in Nigeria's fight against illicit
financial flows, drawing lessons from international best practices while considering local
institutional realities.This paper examines the Unit’s impact on financial crime reduction within

Nigeria’s banking sector.

Conceptual Clarification

Capital Flight

Capital flight involves the transfer of assets out of a country, often illicitly, to escape unfavorable
economic conditions, corruption, or regulatory scrutiny (Ajayi, 2007). In Nigeria, mechanisms
such as trade misinvoicing and illegal offshore banking have facilitated massive outflows.
Capital flight involves the illegal transfer of funds abroad to avoid taxes or economic instability
(Ajayi, 2007). Money laundering disguises the illicit origins of money, while tax evasion entails
illegal underpayment of taxes. Significant outflows occur through: misinvoicing of international
trade, offshore account abuse, illicit transfer pricing by multinational corporations, etc. The
Nigerian economy has suffered from both legal and illicit capital flight. Legal capital flight
typically involves the transfer of legitimate profits by multinational corporations to parent
companies abroad, often through mechanisms like transfer pricing and profit shifting. In contrast,
illicit capital flight includes the illegal transfer of money out of the country, frequently linked to
corruption, money laundering, and tax evasion (Ndikumana & Boyce, 2018). According to
Global Financial Integrity (2020), Nigeria lost over $18 billion annually to illicit financial flows
between 2004 and 2013. These outflows deplete the country's foreign reserves, reduce tax
revenues, and limit investment in critical sectors like health, education, and infrastructure. The
oil and gas sector, in particular, has been a major source of unrecorded outflows due to opacity in
contract deals and revenue management (NEITI, 2021). Political instability, lack of investor

confidence, exchange rate volatility, and regulatory weaknesses continue to drive capital



outflows from Nigeria. The persistence of capital flight erodes the domestic capacity to finance
development and contributes to mounting external debt (Onyeiwu & Shrestha, 2004). To address
this issue, policy reforms focusing on transparency, good governance, the strengthening of
financial institutions, and improved regulatory frameworks are essential. The role of anti-graft
agencies such as the Economic and Financial Crimes Commission (EFCC) and the Nigeria
Financial Intelligence Unit (NFIU) remains crucial in curbing illicit financial flows and

promoting capital retention

Tax Evasion

Tax evasion is the illegal underpayment or non-payment of taxes by individuals and
corporations. In Nigeria, the informal economy and weak enforcement have exacerbated this
problem (OECD, 2022). Tax evasion is the willful attempt to defeat or circumvent the tax law in
order to illegally reduce one’s tax liability. It is the general term for efforts by individuals,
corporations, trusts and other entities to evade taxes by illegal means. Tax evasion usually entails
tax payers deliberately mis- representing or concealing the true state of their affairs to the tax
authorities to reduce their tax liability, and includes, in particular, dishonest tax reporting (such
as declaring less income, profits or gains than actually earned, or overstating deductions).Tax
evasion is also termed tax fraud, tax avoidance. Empirical evidence confirms manufacturing
companies intentionally avoid submitting tax documentation, while SMEs engage in various
forms of tax avoidance. Common methods include; underreporting of income, false claims of

exemptions, and failure to register for taxes.

Money Laundering

Money laundering is the process of disguising the origins of illegally obtained money to make it
appear legitimate. In Nigeria, money laundering is a significant threat to the financial system,
governance, and national security. It is closely linked to corruption, drug trafficking, terrorism
financing, and other forms of organized crime (Uche, 2020).Money laundering entails disguising
the origins of illegally obtained money to make it appear legitimate. It is often associated with
corruption, terrorism financing, and narcotics trade, all prevalent in Nigeria (FATF, 2022). Thus,
it is the act of transfering illegally obtained money through legitimate people or accounts so that

its original source cannot be traced. Nigerian launderers employ sophisticated methods including



trade-based money laundering, shell company networks, abuse of non-profit organizations, and

digital currency schemes.

Nigeria has historically faced challenges in combating money laundering due to weak regulatory
enforcement, political interference, and limited institutional capacity. High-profile corruption
cases have revealed how public officials embezzled state funds and laundered the proceeds
through foreign bank accounts, real estate investments, and shell companies (Obuah, 2015).

The establishment of the Economic and Financial Crimes Commission (EFCC) in 2003 and the
Nigeria Financial Intelligence Unit (NFIU) has improved the institutional framework for
detecting and prosecuting money laundering offenses. Additionally, Nigeria has enacted key
legislations such as the Money Laundering (Prohibition) Act, 2011 (as amended), which
criminalizes money laundering and sets financial reporting standards for banks and designated
non-financial institutions. Despite these measures, enforcement remains inconsistent. According
to the Financial Action Task Force (FATF), Nigeria remains vulnerable due to inadequate

compliance with international

The Nigerian Financial Intelligence Unit (NFIU)

Originally operating under the Economic and Financial Crimes Commission (EFCC), the NFIU
became autonomous in 2018 following international demands for operational independence. It
now serves as the central national agency responsible for the receipt, analysis, and dissemination
of financial intelligence relating to suspicious financial transactions (NFIU Act, 2018). The
NFIU derives its powers from the following key instruments such as NFIU Act (2018)which
grants it operational autonomy, Money Laundering (Prohibition) Act (2022) which mandates
reporting of suspicious transactions, and Financial Intelligence Regulations that govern the
handling of financial data and intelligence. The Unit works closely with institutions such as the
EFCC, ICPC, FIRS, and the Central Bank of Nigeria (CBN) to ensure effective financial
surveillance (CBN, 2023). Among the functions and Operational Mechanisms of NFIU are to
receive Currency Transaction Reports (CTRs) and Suspicious Transaction Reports (STRs) from
banks, insurance companies, and other financial institutions. It analyzes this data to identify
financial anomalies that may indicate criminal activity (NFIU, 2023).The NFIU coordinates

intelligence-sharing with domestic regulatory agencies and participates in global networks such



as the Egmont Group, enhancing Nigeria’s access to cross-border financial data (Egmont Group,
2023). It also provides strategic policy advice to the Nigerian government on risk-based
approaches to AML/CFT (Anti-Money Laundering and Combating the Financing of Terrorism)
compliance. Over the years, the NFIU has in collaboration with the EFCC, facilitated the
identification and recovery of over $1.5 billion between 2019 and 2023 (EFCC, 2023), produced
National Risk Assessment reports that identify high-risk sectors and recommend mitigation
strategies, and has enabled Nigeria to avoid suspension from the Egmont Group after granting
autonomy to the NFIU in 2018, which restored international confidence in the country’s financial

intelligence system.

However, NFIU faces some noteable constraints. For one, despite its formal autonomy, the NFIU
occasionally faces interference in politically sensitive cases, limiting the scope of its enforcement
(Uche & Olatunde, 2021). The Unit is said to lack advanced forensic and analytic tools to detect
increasingly sophisticated financial crimes (World Bank, 2021).Again, there is also a case of
fragmentation and rivalry among agencies (e.g., EFCC, ICPC, FIRS) often impede seamless
cooperation (Amadi, 2022). Some point to cases of poor interagency coordination with law
enforcement and financial regulators, inadequate information sharing with international partners,
limited analytical capacity for complex financial investigations and insufficient staffing and

training resources.

Empirical Review

Kingsley (2024) did Analysis of the risk associated with bank crimes in Africa.This article
focuses on risk analysis of crimes in the banking business in Africa, with the aim of eliminating
criminal activities inside banking operations across the continent. This compelling essay
provides a comprehensive analysis of bank crimes in Africa, demonstrating that both internal and
external bank crimes are associated with financial losses. The paper notes that it is crucial to
acknowledge and emphasize that these crimes are not exclusive to Africa, since some are
committed on a worldwide and intercontinental level, contingent upon the circumstances. Not
only do these crimes provide a barrier to economic development, but bank crimes also have a
negative impact on profitability and hinder the success of many African nations. Additionally,
this essay argues that a confluence of illicit activities inside banks leads to internal issues,

including service disruptions, management turmoil, and obstacles to growth. It is important to
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acknowledge that these crimes are analyzed in relation to their different legal viewpoints and the
repercussions that occur when these crimes are not reduced. Furthermore, this article presents a
range of alternatives that might be implemented across Africa to address systemic bank crimes.
These methods mostly rely on banking law and judicial remedies that aim to address and rectify
governance and contemporary transformative deficiencies within Africa's banking sector or bank
structures. In the context of African banks, it is very advisable for them to adhere to the
conditions of their operating licenses, since these licenses are a legal prerequisite for conducting

banking activities or transactions.

Similarly, Oluseyi and Joshua (2024) researched on Assessing the growth effect of illicit
financial flows in an emerging economy: the case of Nigeria. The paper observed that Illicit
financial flow (IFF) has been identified as a form of leakage across world economies. However,
empirical investigation on its growth effect is yet to be explored in Nigeria, the country with the
highest volume of IFF in Africa. Thus, this study examined the growth effect of IFF in Nigeria
using annual data covering 1981-2021. The dynamic ordinary least square (DOLS) estimator was
employed to analyse relevant data sourced from reputable databases. The fully modified ordinary
least square (FMOLS) and canonical cointegrating regression (CCR) estimators were employed
for robustness check. The results showed that illicit financial flow has growth-inhibiting effects
in Nigeria and is a major drain on the country's financial resources that could have been used for
development financing. Thus, the Nigerian Government must devise practical means of
stemming the tide of illicit financial flows in Nigeria to foster economic growth and enable the

achievement of critical development agendas.

Remeikiené and Gaspareniene (2023) studied Effects of Economic and Financial Crime on the
Government Budget and the Quality of Public Services.The chapter analyses the impact of
economic and financial crimes, such as money laundering, corruption, tax evasion, informal
employment/entrepreneurship, cybercrime, illicit financial flows, on the state budget and the
quality of public services, and what measures would help control the negative effects of the
considered phenomena. The analysis of scientific literature leads to the conclusion that the use of
digital technologies (artificial intelligence, cloud computing, interactive information sharing
methods) at the control-state, control-enterprise, and control-society levels is seen as one of the

solutions to reduce the volume of economic and financial crimes and increase the government



budget revenue. E-government is one of the modern concepts, a new basis for the effective
provision of public services to citizens and businesses. Modern ICTs improve the performance
competence of public institutions, allow to establish particular compliance units that mediate the
relationship between the government and society, and help achieve the required efficiency by

ensuring cohesion among the structural components of the public service provision.

Savictor (2023) researched on Bombing, Billing, and Cash-Out: the dynamics of the illicit flow
of money through international cyber fraud by Nigerian “Yahoo Boys .This essay sets out to
proffer viable solutions to the illicit movement of money through international cyberfraud by
Yahoo Boys in Nigeria. The essay starts by classifying international cyberfraud as a component
of illicit financial flows. It continues to describe the nature, enduring patterns, and formats
adopted by Yahoo Boys, and attempts a quantification of the magnitude of relevant outflows.
The essay identifies poverty, corruption, harsh economic realities, indiscipline, unemployment,
nature of security architecture on social media platforms, amongst others as enabling conditions
for fraud. The essay finally recommends personal discipline, skill acquisition, and personal
development, greater national commitments to the fight against corruption and poverty,
rebranding corporate taxations to fix the education and skills gap, improved security on social
media, sustained enlightenment of vulnerable populations, detention in special facilities for
convicted fraudsters, and greater international commitments to the fight against cyberfraud in
Nigeria. Several authoritative government publications, academic papers, journal articles, and

online publications were consulted for this paper.

Ndidi (2022) studied Assessing the effectiveness of International Anti-Money Laundering
Measures; a study of Commercial Banks in Nigeria This thesis examines and determines the
efficacy of domestic measures for curbing money laundering, specifically focusing on Nigerian
financial institutions, to ascertain and define limitations in complying with the global anti-money
laundering framework. The focus on Nigeria is because of the prominent position it occupies in
Africa, in terms of productivity, population and economic prospects (including trade links) and
as a ‘MINT’ nation. Nigeria has a huge potential for both economic growth and internal
development which has been hindered in part by a narrative of its financial system being porous
and, therefore, inadvertently one which could taint the global financial system. The inadequacies

which exist remain, despite robust laws and policies designed to put the national standards at par



with the global standards many countries adopt. The thesis utilises a qualitative study consisting
of interviews and focus group sessions to examine and evaluate the role and impact of
underlying social dynamics and ideologies in either facilitating or inhibiting effective
enforcement. The study has identified the need to focus on improving technological
infrastructure, human capacity development and a cultural shift to support the existing legal
framework in Nigeria. It draws on the findings from its indepth examination through qualitative
fieldwork to suggest that more effort should be put into grassroot education, cohesive and stricter
enforcement and professional training in orderto create a wholistic structure to assist with
achieving soundness in the country’s financial sector. This thesis contributes to the body of work
which explores the global financial system in the context of mandated compliance by concluding
that effectiveness can only be adequately measured by moving from absolute compliance as a
tick-box to innovativeapproaches to managing controls. Establishing and maintaining
foundations and structures around institutions should be deemed more crucial than merely

evidencing compliance.

Makwe and Oboro (2019) studied Capital Flight And Economic Growth In Nigeria This study
investigated the effect of capital flight on economic growth in Nigeria within the periods 1990 to
2017. Time series data covering these periods of study were employed and the data analysis were
conducted for both the short run and the long run using the cointegration analysis while the ADF
tests was used in testing for stationarity of the time series. The researchers made use of the
ordinary least square (OLS) econometrics method of data analysis. The T-test results revealed
the existence of a strong relationship between the proxies of capital flight and gross domestic
product serving as proxy for economic growth. Recommendations proffered include the
following amongst others: Policy-makers and the relevant authorities should pay more attention
than ever to the issue of capital flight and external debt servicing in order to stem its counter-
productive effects on economic growth; Since the external debt servicing (EDS), which is a
major leakage in the economy, has a negative relationship with the real gross domestic product
(RGDP), the government and the monetary authorities should do well to have a firm grip on the

type and form of debt borrowed.

Zoppei and Verena (2012) studied “Tax evasion as a predicate offence for money laundering”.

This paper discusses the progress of international anti-money laundering (AML) law with regard
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to making tax evasion a predicate offence for the crime of money laundering (ML). This paper
will focus particularly on the recent amendments that the Financial Action Task Force (FATF)
made to its 40 + 9 Recommendations. The FATF Recommendations are recognised as the global
AML standards. The amendments to these have resulted in tax crimes being made designated
offences for ML. The aim of this paper is to reconstruct the rationale behind this change and to

assess the implications of bringing fiscal crimes under the AML regime.

Theoritical Framework

This paper is ancored on integrated theoretical framework. This is because capital flight, tax
evasion, and money laundering are interlinked phenomena involving actors, incentives,
institutions, and enforcement. Thus, core theories relating to the topic are drawn on and blended
into a coherent framework centered on the role of the Nigeria Financial Intelligence Unit
(NFIU).

1. Institutional Theory: This theory explains how formal rules, regulatory structures, and
organizational norms shape behavior. It is used to analyze how the institutional design,
legitimacy, capacity, and embeddedness of the NFIU (and related agencies) affect its
effectiveness in detecting and disrupting illicit financial flows enabling the researcher to examine
formal regulations (laws, mandates) and informal practices (inter-agency cooperation,
compliance culture).

2. Principal-Agent Theory: This addresses issues of information asymmetry, goal divergence,
and monitoring between actors.It models the relationship between the state (principal), financial
institutions (agents), and the NFIU as an oversight/enforcement entity, enabling one to
investigate how incentives, monitoring mechanisms, and accountability (or lack thereof)
influence financial institutions’ compliance with anti-money laundering (AML) and tax
transparency obligations.

3. Deterrence Theory (from Criminology/Economic Crime):This focuses on how the certainty,
severity, and swiftness of sanctions influence compliance and criminal behavior. Its application
enables one to assess whether the NFIU’s detection and referral mechanisms, coupled with
sanctions (legal, reputational, financial), create sufficient deterrent effect on actors contemplating

capital flight, evasion, or laundering.



4. Rational Choice Theory:This theory assumes actors weigh costs and benefits when deciding
whether to engage in illicit financial behavior. Its application enables one to know how improved
intelligence, higher perceived risk of detection, and increased enforcement alter their cost—
benefit calculus.

5. Network Theory / Financial Flow Analysis:This implies that money laundering and capital
flight often exploit networks (both formal financial channels and informal/opaque ones).Its
application enables one to conceptualize how illicit flows traverse institutional and cross-border
networks, and how the NFIU’s intelligence-gathering disrupts or maps those networks.

Methodology
The study adopted a descriptive quantitative design and a mixed-methods approach. Data was

sourced from NFIU Annual Reports, CBN Statistical Bulletins, EFCC Prosecution Reports, and
STR records from top some commercial banks in Nigeria (via FSR data) (2020-2024).
Descriptive statistics and Pearson correlation coefficients were used to analyze the relationship
between STRs and financial crime reduction.

Trends in Suspicious Transaction Reports (STRs) and Estimated Capital Flight in Nigeria
(2020-2024)

Year STRs Filed Estimated Capital Flight (Nbn)
2020 8,900 3.4
2021 10,870 2.9
2022 12,530 24
2023 14,200 1.9
2024 15,850 (projected) 1.6 (projected)

Figure 1: Trends in STRs and Capital Flight (2020-2024)

Observations



STR filings show a consistent increase, reflecting improved compliance and enforcement.
Estimated capital flight shows asteady decline, indicating stronger anti-money laundering
measures and monitoring by regulatory agencies. The 2024 projections assume the trend
continues with gradual improvements in compliance and enforcement. The data demonstrates
that the autonomy of the NFIU in 2020 significantly improved Nigeria’s response to financial
crimes in the banking sector. The rising trend in STR submissions suggests increased compliance
and fear of penalties. Additionally, consistent AML sanctions enforced through NFIU

collaboration appear to have deterred large-scale laundering operations.

Conclusion
Capital flight, tax evasion, and money laundering are interlinked financial crimes that often

occur simultaneously in corrupt or weakly regulated economies. Capital flight deprives the home
country of needed investment and revenue.Tax evasion frequently facilitates capital flight, as
illicitly retained funds are moved out of the country to avoid detection. Funds from tax evasion
and capital flight are commonly laundered to make them appear legitimate. In essence, tax
evasion provides the illicit funds, capital flight enables the transfer of those funds out of the
country, and money laundering sanitizes the proceeds, allowing criminals to reintegrate them
into the financial system. Together, these practices weaken economic development, reduce

government revenue, and undermine financial integrity.

This study confirms the critical role Nigeria's Financial Intelligence Unit could play in
combating the interconnected threats of capital flight, tax evasion, and money laundering. While
Nigeria has established basic anti-money laundering frameworks, significant weaknesses remain
in implementation and coordination. Commendable strides have been made in institutional
reform and data intelligence, however, persistent challenges must be addressed to maximize its
effectiveness. Addressing these gaps requires both institutional strengthening of the NFIU and
systemic improvements to Nigeria's broader financial governance architecture. Strengthening the
NFIU through legal backing, operational independence, and enhanced inter-agency collaboration

is key to securing Nigeria’s economic future.

Future research should examine the specific mechanisms by which improved financial

intelligence can enhance tax compliance and reduce illicit flows, potentially through controlled



interventions or comparative studies across African jurisdictions. Additionally, the evolving role
of digital currencies and fintech solutions in both facilitating and preventing financial crimes

warrants ongoing investigation.
Recommendations

1. There is need to strengthening Nigerias Financial Intelligence Unit (NFIU) capacity by
enhancing training in complex financial analysis (e.g forensic auditing, financial tracking, and
international compliance standards.), increasing their staff with financial investigation
specialists, and development of advanced data analytics capabilities. This will go a long way to

enhance their job performance.

2. Interagency Coordination should be Improved. This can be achieved through the adoption of
formalized information-sharing protocols with tax authorities and law enforcement, joint task
forces for major financial crime investigations, and integrated database systems across relevant
agencies.Developing an integrated financial crime database accessible to all relevant agencies

will also be useful.

3. It is high time Nigeria strenghtens her international cooperation by enhancing collaboration
with foreign financial intelligence units, implementation of automatic exchange of information

agreements, and taking active participation in cross-border investigations.
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