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INTRODUCTION 

BACKGROUND TO STUDY 

ver several decades, taxation has been 

taken as a veritable medium of 

engineering the growth or performance 

of an economy. It has been observed over the 

years that income tax revenue has been grossly 

understated due to improper tax administration 

arising from under assessment and inefficient 

machinery for collection (Adegbie and Fakile, 

2011). 

Onakoya and Afintinni (2016), opined that the role 

of taxation in promoting economic growth in 

Nigeria is not fully felt, and optimal tax is not been 

realized that can engine economic growth 

primarily because of its poor administration. Even 

after some tax policies the tax authority has put in 

place over the years such as the E- Payment 

scheme, Tax Identification Number (TIN), Anti-Tax 

Avoidance legislation, major tax challenges still 

exists which include frontiers of professionalism, 

poor accountability, lack of awareness of the 

general public on the imperatives and benefits of 

taxation, corruption of tax officials, tax avoidance 

and evasion by taxing units, connivance of taxing 
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officials with taxing population, high r ate of 

tax, poor method of tax collection. 

According to Ogbonna and Ebimobowei (2012) 

“the political, economic and social 

development of any country depends on the 

amount of revenue generated for the provision 

of infrastructure in that given country”. They 

further stated that a well-structured tax system 

would boost the generation of the income for 

a meaningful development of such country. 

In Nigeria, tax revenue contributes the highest 
revenue to the federation account which is 
shared by the three tiers of government- 
federal, state and local governments. The tax 
system is structure in line with the fiscal power 
of the tiers of government with each having 
different tax jurisdictions. However, as 
observed by Odusola (2004), the tax system is 
lopsided and dominated by oil revenue which 
accounted for at least 70% of the revenue; this 
indicates that traditional tax revenue has never 
assumed a strong role in the country’s 
management of fiscal policy. Revenue 
generated through tax has not met the 
expectation of government. Government has 
equally expressed this disappointment and is 
working towards expanding the non oil tax 
revenue (Festus and Samuel 2007). It is in the 
light of the foregoing the study seeks to 
examine the impact of tax revenue on the 
growth of Nigeria economy.  
 

OBJECTIVE OF THE STUDY 

The objective of this study is to examine the 

impact of tax revenue on the growth of Nigeria 

economy. Specifically, the study seeks to; 

1. Evaluate the impact of Value Added Tax on 

the growth of Nigeria economy. 

8.0 econometric 

software package. It 

was found from the 

analysis that Value 

Added Tax and 

Company Income 

Tax have positive 

and significant 

impact on economic 

growth in Nigeria. 

Also, Petroleum 

Profit Tax was found 

to negatively 

influence the growth 

of Nigeria economy. 

We therefore 

recommended that 

government should 

sensitize the 

citizenry through 

awareness campaign 

and enlightenment 

on the need to pay 

tax and not to evade 

it.  
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2. Examine the impact of Petroleum Profit Tax on the growth of Nigeria 

economy. 

3. Determine the impact of Company Income Tax on the growth of 

Nigeria economy. 

4. Ascertain the impact of Capital Gain Tax on the growth of Nigeria 

economy. 

 

REVIEW OF RELEVANT LITERATURE 

CONCEPTUAL REVIEW 

Taxation is a compulsory but non-penal levy by the government through 

its agent on the profits, income, or consumption of its subjects or 

citizens. It can also be viewed as a compulsory and obligatory 

contribution made by individuals and organization towards defraying the 

expenditure of government. Taxation is basically the process of 

collecting taxes within a particular location. In this regard, tax is a 

monetary charge imposed by the Government on persons, entities, 

transactions or properties to yield revenue.  It has also be defined as the 

enforced proportional contributions from persons and property, levied 

by the State by virtue of its sovereignty for the support of government 

and for all public needs. 

Anyanwu (1997) defined taxation as the compulsory transfer or payment 

(or occasionally of goods and services) from private individuals, 

institutions or groups to the government. The main purpose of purpose 

of tax is to raise revenue to meet government expenditure and to 

redistribute wealth and management of the economy.   

Unegbu and Irefin, (2011) described tax as a compulsory levy imposed on 

the taxable income of every taxable individual, companies, institutions 

or products by the government within a particular jurisdiction, to defray 

expenditure on public goods. 

Jarkir (2011) asserted that tax is a contribution exacted by the state; it is 

a compulsory and unrequited transfer of resources from the private to 

the public sector, levied on the basis of predetermined criteria. 

There are three basic objectives of taxation which are; raising revenue 

for the government, regulating the economy and economic activities, 
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and controlling income and employment. (Ola, 2001; Jhingan, 2004; 

Bhartia, 2009).  

Nzotta (2007) asserted that taxes generally have allocational, 

distributional and stabilization functions. The allocation function of taxes 

entails the determination of the pattern of production, the goods that 

should be produced, who produces them, the relationship between the 

private and public sectors and the point of social balance between the 

two sectors. The distribution function of taxes relates to the manner in 

which the effective demand over economic goods is divided, among 

individuals in the society. According to Musgrave and Musgrave(2004), 

the distribution function deals with the distribution of income and 

wealth to ensure conformity with what society considers a fair or just 

state of distribution. The stabilization of function of taxes seeks to attain 

high level of employment, a reasonable level of price stability, an 

appropriate rate of economic growth, with allowances for effects on 

trade and on the balance of payments. 

Nwezeaku (2005) argues that the scope of these functions depends, 

inter alia, on the political and economic orientation of the people, their 

needs and aspirations as well as their willingness to pay tax. Thus the 

extents to which a government can perform its functions depend largely 

on the ability to design tax plans and administration as well as the 

willingness and patriotism of the governed. 

 

Classifications and Types of Taxes  

There are two types of taxes and they are direct and indirect taxes which 

differs only in terms of the taxpayers’ awareness or in awareness of the 

incidence of a particular tax. The burden of the tax is distributed among 

the taxpayers who bear the tax payment knowingly or unknowingly. The 

tax burden is incidentally collected from the tax payers proportionally, 

progressively and/or regressively and they differ from one another on 

the bases of the relationship between tax base and tax rate. The tax base 

is the object that is being tax or that is to be taxed such as the income 

tax while tax rate refers to the percentage of the net value of the tax 

base or may be of a flat rate say 10%. 
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Direct Tax:  

This is a tax that is levied directly on a person or company and such a 

person or company is expected to pay the tax, as the taxpayer has been 

advised by notification, called assessment notice. Any tax authority 

personnel so empowered to collect tax and who did not comply with the 

above is a quack and an impostor. The taxpayer must be notified of the 

incidence of such tax (Abomaye-Nimenibo, 2017). Direct tax is therefore 

a tax levied directly on the income and property of individuals and 

Companies which includes the following: 

i. Value Added Tax (VAT): Value Added Tax (VAT) was introduced in 

Nigeria in 1993 through VAT Decree 102 of 1993 which came into effect 

from 1st December, 1993; while real invoicing took effect from 1st 

January, 1994. This Decree abruptly repealed the states administered 

Sales Tax Decree No. 7 of 1986. By this decree, States ceases to collect 

Sales Tax which metamorphoses to VAT and its collection falls into the 

hands of the Federal Government through FIRS. Value Added Tax (VAT) 

as a tax is imposed on any person or individual, corporate sole, and 

organizations that consumes or buys any taxable product or service in 

Nigeria. This tax is not paid by the user directly but it is rather collected 

by the seller when any taxable item or service is sold. The seller then nets 

off the VAT and submits it to FIRS through a designated bank. The bank 

immediately issues an e-ticket as evidence of payment and when this e-

ticket is presented to the Integrated Tax Office (ITO) an e-receipt is 

issued accordingly 

ii. Petroleum Profit Tax (PPT): Petroleum Profit Tax was first introduced 

in 1957 by the Colonial Masters but it became effective and operational 

in 1958 when Nigeria commenced exportation of crude oil to the world 

market.  Petroleum Profit Tax Act 1959 as amended described petroleum 

profit tax as a liability where a company disposes off chargeable oil and 

gas. Disposal include delivery of chargeable oil to refinery, the tax is on 

the profit of the company from petroleum operation under the provision 

of PPTA in Nigeria. The petroleum operation as defined in the act, 

essentially involves petroleum exploration, development, production 

and sales of crude oil. Section 8, of Petroleum Profit Tax Act (PPTA) 

states that every company engaged in petroleum operation is under an 
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obligation to render return, together with properly annual audited 

account and computations, within a specified time after the end of 

accounting period. Fasoranti (2013) affirmed that PPT involves charging 

of tax on income accruing from petroleum operations. He noted that the 

importance of petroleum to Nigeria economy gives rise to the enactment 

of different laws regulating taxation of incomes from petroleum 

operations. Petroleum profit tax is a tax applicable to upstream 

operations in the oil industry as it is related to rent, royalties, oil mining 

prospecting and exploration leases. It is an important tax in Nigeria in 

terms of its contribution to total revenue as it contributes over 70% to 

government revenue and 95% to foreign exchange earnings (Kiabel and 

Nwokah 2009). Ilaboya (2012) hinted that the basis period for Petroleum 

Profit Tax (PPT) is the actual profit of the accounting period. This implies 

that, the basis period for any year of assessment is the same as the 

accounting period of the company. 

iii. Company Income Tax (CIT): Company Income Tax (CIT) was created by 

the Companies Income Tax Act (CITA) 1979 and has its root in Income Tax 

Management Act of 1961. It is one of the taxes administered and 

collected by the Federal Inland Revenue Service (FIRS), and the tax 

contributes significantly to the revenue profile of the government. Such 

profits shall be deemed to accrue in Nigeria wherever they have arisen 

(worldwide) and whether or not they have been brought into or received 

in Nigeria (Ugochukwu and Azubike, 2015). These include profits in 

respect of any trade or business, rent on use of property, dividends, 

interest, royalty, discounts, charges, annuities, fees for services rendered 

and other sources of annual profits or gains. Company Income Tax Act in 

Nigeria is therefore collected from both Nigerian as well as foreign 

companies. Company income tax is one of the most important sources 

of revenue collection for the Government of Nigeria. 

Appah (2010) submitted that Company Income Tax is payable by all 

incorporated entities in Nigeria on profits accruing in, derived from, 

brought into or received in Nigeria. It also includes taxes on the profits 

of non-resident companies carrying on business in Nigeria and is paid by 

both private and public limited liability companies. 
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iv. Capital Gains Tax (CGT): Capital Gains Tax Act (CGTA) was first 

introduced in 1967 while Capital Transfer Tax Act (CITA) came into 

existence in 1979. Both Acts witnessed various amendments over the 

years. The first amendment was reducing the rate of Capital Gain Tax 

from 20% to 10% with effect from 1st January 1996 and this was to 

stimulate the activities in the capital market, encourage capital 

formation through investment and to ensure prompt and efficient 

management of the tax administration in the face of rising mergers, 

acquisition and take over desirables of companies. The Capital Transfer 

Tax was amended by abrogation through the 1996 budget, to make the 

tax workable as it was hitherto un-implementable throughout the 

federation. 

 

Indirect Tax: 

These are taxes levied on persons or groups who are not intended to 

bear the burden or incidence but who will shift them to other people.  

They are normally levied on commodities or services which incidence 

does not fall directly on the producer or first payer but on the final payers 

and consumers.  They include; 

 i. Customs and Excise Duties:  Customs duty is a major source of revenue 

for the Federal Government which is payable by importers of specified 

goods.  Adegbie and Fakile (2011), in his study of the Customs and Excise 

Duties Contribution towards the development and growth of the 

Nigerian economy stated that  there is a strong relationship between 

customs and excise duties and economic development of Nigeria; 

meaning that this is a source of income that Nigeria should rely on and 

develop.  The study further shows that fraud and financial malpractices 

have negative impact on the contribution of customs and excise duties 

to Nigerian economic development. Customs and excise duty is an 

important component of the non-oil revenue and has remained an 

important source of revenue before and after the discovery of oil in 

Nigeria and have over the years, contributed significantly to national 

development. The Nigeria Custom Services is saddled with the 

responsibility of collecting custom duties, excise, fees, tariffs, and other 

levies so imposed by the Federal Government on imports, exports and 
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statutory rates. However, the institution is much criticized for corruption 

and inefficiency, where its upper echelon is often driven with intrigue 

and in-fighting. All these need to change if the dream of economic 

development in Nigeria is to be achieved.   Therefore, Custom Duties is 

the totality of Import and Export duties collected by the Customs and 

Exercise Department.  Excise Taxes are charges imposed by government 

on specific commodities produced in a country at differing rates. These 

charges are being imposed on domestic products produced locally as 

distinct from imported goods and are mainly imposed for revenue 

generating purposes. Commodities such as tobacco, alcohol, petrol and 

manufactures are subject are subject to excise taxes in some countries 

while in others the components for taxation differ. Excise taxes are 

either selective or general according to the tax base. They are selective 

or general depending on whether the tax is restricted to a certain class 

of transaction, and specific or ad valorem depending on whether the tax 

rate is a specific amount of money.  

a). Export Duties are taxes imposed on goods exported to other 

countries and are easy to collect as payment is done locally with local 

currency and is a source of income to the government. This tax may be 

in the form of discoursing exportation of certain goods.  

b). Import Duties are taxes levied on imported goods for obvious reasons 

such as tariff to discourage importation and the duty is collected from 

the importer at the point the goods enter the country. it is a source of 

government revenue particularly in Less Developed Countries (LDCs). 

ii. Purchase or Sales Tax:  Is a tax imposed on the sale of a commodity and 

varies according to the amount of a commodity sold.  Simply, it that tax 

imposed on some selected commodities but applied only at one stage of 

the business cycle or activity. It is a consumption tax which is imposed at 

the retail level directly from market transactions. In some cases, it is 

collected either at the wholesale level or at the retail level.  Sellers charge 

the sales tax on their sales and deposit the proceeds with the authorities.  

In some countries, food and medical purchases are included while in 

others they are exempted. These goods so taxed are basically durable 

goods. It could be narrow-based or broad-based. 
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THEORETICAL REVIEW 

Expediency Theory:  

The theory is one which is explains the economy, effectiveness and 

efficiency of tax collection instrument. it embedded in the canon of 

economics as it see taxation as a set of powerful policy tools to the 

authorities and which should be effectively used for remedying 

macroeconomic and social ills of the society ranging from income 

inequalities, regional disparities, and unemployment revenue 

mobilization and so on (Chigbu, Eze & Ebimobowei, 2011). The means 

that every propose tax policy must pass the test of practicality and that 

must be the only consideration government authority should consider in 

choosing a tax policy.  

 

Ability to Pay Theory:  

The theory holds that individual should pay taxes in proportion to their 

capacity. This means that people with higher income should pay more 

than people with lower income. In the context of this study one’s ability 

to pay may suggest that as more and more expenditure are incurred by 

a person the same should pay more tax and vice versa. The ability-to-pay 

theory can also be termed the equality of sacrifice theory by Adam Smith, 

(1776). This theory which has gained popularity on the grounds of the 

true meaning of ‘ability’ of the individual believe on a just and fair means 

of taxing citizens. This could be the reason why most economies of the 

world today accept income as the best measurement of one’s ability to 

pay. 

 

Benefit Received Theory  

This theory is based on the assumption that there is basically an 

exchange relationship between taxpayers and the state because the 

state provides certain goods and services to the members of the society, 

therefore, members of the society should contribute to the cost of these 

supplies in proportion to the benefits received (Bhartia, 2009). Anyanfo 

(1996), supports this postulation by saying that taxes should be allocated 

on the basis of benefits received from government expenditure. 
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EMPIRICAL REVIEW 

Several empirical studies have been conducted on the impact of tax 

revenue on economic growth and development in different countries of 

the world. 

Brian (2007), analyzed the effects of tax revenue on economic growth in 

Uganda‘s experience for the period 1987 to 2005. From the study, tax 

revenue was found to have had an impact on the economic growth level 

of the country, with direct taxes having a positive effect while indirect 

taxes had a negative impact 

Adereti, Sanni and Adesina (2011), in their study on Value added tax and 

economic growth in Nigeria, using the regression model revealed that a 

strong positive relationship exists between value- added tax and 

economic growth in Nigeria within the period under review (1994-2008).  

Adegbie and Fakile (2011) examined the relationship between company 

income tax and Nigerian economic development. The study revealed a 

significant relationship between company income tax and Nigerian 

economic development. That tax evasion and avoidance are major 

hindrances to revenue generation.  

Okafor (2012) investigated the impact of income tax revenue on the 

economic growth of Nigeria as proxied by the gross domestic product 

(GDP). The study adopted the ordinary least square (OLS) regression 

analysis technique to explore the relationship between the GDP (the 

dependent variable) and a set of federal government income tax 

revenue heads over the period 1981-2007. The regression result indicated 

a very positive and significant relationship between the components of 

tax revenue and the growth of the Nigeria economy. 

Success, Success and Ifurueze (2012) studied the impact of petroleum 

profits tax on economic development (2000-2010) using the ordinary 

least square method of analysis and posited that petroleum profits tax 

has significant and positive impact on the gross domestic product of 

Nigeria. 

Otu and Adejumo (2013) examined the effects of tax revenue on 

economic growth in Nigeria from 1970 to 2011, using the ordinary least 

square OLS regression technique and established that tax revenue has a 
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positive effect on economic growth in Nigeria. is significantly associated 

with the adequate campaign and judicious utilization of tax funds.  

Onaolapo, Aworemi and Ajala. (2013) investigated the Effect of 

Petroleum Profit Tax on Nigerian economy, the study covered the period 

between 1970 and 2010. Their study revealed that Income from a nation’s 

natural resource has a positive influence on economic growth and 

development. They recommended that Government should 

transparently and judiciously account for the revenue it generates 

through PPT by investing in the provision of infrastructure and public 

goods and services. 

Chibu and Njoku (2015), investigated the impact of taxation on the 

Nigerian economy for the period 1994 -2012. The variables used in the 

model were subjected to Augmented Dickey Fuller Unit Root test, which 

revealed that the variables were stationary. The co-integration test also 

revealed that the variables are co-integrated and that long run 

relationship existed between the variables. The results of the statistical 

analysis revealed that positive relationship also existed between the 

explanatory variables (Custom and Excise Duties, Company Income Tax, 

and Petroleum Profit Tax) and the dependent Variables (Gross Domestic 

Product, and Unemployment). 

Salami, Apelogun, Omidiya, and Ojoye, (2015). Empirically investigates 

the impacts of taxation on the growth of the economy. The study 

employed the use of both simple and multiple linear regression analysis 

of the ordinary least square method. These were used to determine the 

impact and relationship between the endogenous variable, RGDP, and 

the exogenous variables, PPT, CIT, CED and VAT. It was discovered that 

if all the exogenous variables were tested individually on the economic 

growth, they show a significant impact individual on economic.  

Cornelius, Ogar and Oka (2016), examined the impact of tax revenue on 

the Nigerian economy. The finding revealed that there is a significant 

relationship between petroleum profit tax and the growth of the Nigeria 

economy. It showed that there is a significant relationship between non 

oil revenue and the growth of the Nigeria economy. The finding also 

revealed that there is no significant relationship between company 

income tax and the growth of the Nigeria economy 
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Onakoya and Afintinni, (2016), investigated the cointegration 

relationship between tax revenue and Economic growth in Nigeria from 

1980 to 2013. The findings indicated that a long run (but no short run) 

relationship existed between taxation and economic growth in Nigeria. 

The result also, revealed a significant positive relationship between 

Petroleum profit tax, Company Income tax and economic growth, but a 

negative relationship between economic growth and customs and 

Excise Duties. However, the tax components are jointly insignificant in 

impacting the Nigerian economic growth. 

Uzoka and Chiedu (2018), investigated the effect of tax revenue on 

economic growth of Nigeria between 1997 -2016. Using unit root tests, 

co-integration tests and vector error correction mechanism (VECM), the 

results obtained from the analysis of the model revealed that Capital 

Gain Tax and Education Tax have no significant effect on economic 

growth while Petroleum Profit Tax, Company Income Tax, Value Added 

Tax and Custom and Excise Duties have significant effect on the 

economic growth in Nigeria. 

Asaolu, Olabis, Akinbode and Alebiosu, (2018) examined the relationship 

between tax revenue and economic growth in Nigeria from 1994-2015. 

Analysis was performed on data collected using Auto Regressive 

Distributed Lag (ARDL) Regression and other post estimations (Jarque-

Bera test; Breusch-Godfrey LM and Ramsey Reset Test) to determine the 

existence of relationship between the variables.  The results of the study 

showed that VAT and CED had a significant relationships with economic 

growth (p<0.05), while CIT has negative significant relationship with 

economic growth (P<0.05). However, PPT had no significant relationship 

with economic growth. 

Abomaye-Nimenibo, Michael, and Friday, (2018), empirically examine tax 

revenue and economic growth in Nigeria from 1980 to 2015 by employing 

Gross Domestic Product (GDP) as the dependent variable and Petroleum 

Profit Tax (PPT), Company Income Tax (CIT), and Customs and Excise 

Duties (CED) as the independent variables. The analysis of the study was 

carried out using the method of Multiple Regression Analysis. The result 

revealed that that there is no significant relationship between Petroleum 
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Profit Tax, Company Income Tax and Custom, Excise Duties and 

Economic Growth. 

 

METHODOLOGY 

The research design adopted for this study is the analytical/causal 

research design. This establishes relationship between the dependent 

variable and independent variables. Data from 2009-2019 were sourced 

from Central Bank of Nigeria (CBN) statistical bulletin and Federal Inland 

Revenue (FIRS) Statistical Report. By virtue of the nature of this empirical 

study the descriptive statistics, correlation analysis and ordinary least 

square (OLS) regression method were used in our analysis. The statistical 

analysis package employed was the Eviews 8.0 

 

MODEL SPECIFICATION 

The model for this study is tailored after the model of Uzoka and Chiedu 

(2018) who investigated the effect of tax revenue on economic growth 

in Nigerian from 1997 to 2016. This functional relationship between the 

dependent variable and its associated independent variables can be 

expressed as follow: 

 GDP = F (VAT, PPT, CIT, CGT) 

Putting the above relationship in a linear econometrics form, we have: 

GDPt + α0 + α1VAT+ α2PPT + α3CIT + α4CGT + Et 

Where; 

GDP = Gross Domestic Product 

VAT = Value-Added Tax 

PPT= Petroleum Profit Tax 

CIT = Company Income Tax 

CGT = Capital Gain Tax 

 

Apriori Expectation 

The components of tax revenues specified in the model (VAT, PPT, CIT, 

CGT) are expected to have direct relationship with Gross Domestic 

Product (GDP) 
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RESULTS PRESENTATION AND ANALYSIS 

Descriptive Statistics  

The table below present a descriptive statistics of the time series data of 

the dependent and the independent variables. The essence of this is to 

check the level of disparity among the variables 

 

Table1: Descriptive Statistics Result 

 

 

GDP VAT PPT CIT  

CGT 

Mean  89458.86 1688.97 609.25 365.10 10.83 

Skewness  0.27 -0.29 0.46 1.31 2.83 

Jarque-Bera  0.49 0.89 0.42 3.32 31.44 

Probability  0.78 0.64 0.81 0.19 0.00 

Observations   11 11 11 11 11 

 SOURCE: Researcher Computation 2020  

 

The table above shows the descriptive statistics of the variables used in 

the analysis. The table shows that from 2009-2019, the average Gross 

Domestic Product (GDP), Value Added Tax (VAT) Petroleum Profit Tax 

(PPT), Company Income Tax (CIT) and Capital Gain Tax (CGT) are 

89458.86, 1688.97, 609.25, 365.10 and 10.83 respectively. These indicate 

that the variables exhibit significant variation in terms of magnitude, 

suggesting that estimation at levels may introduce some bias in the 

result. It is observed that the variables like gross Domestic Product, 

Petroleum Profit Tax, Company Income Tax and Capital Gain Tax are 

positively skewed, meaning they have been rising overtime, while Value 

Added Tax is negatively skewed which indicates that it has been falling 

within the period under study. The descriptive analysis also revealed that 

Capital Gain Tax is normally distributed while the other variables are not 

as observed from the Jarque-Bera probability. 

 

Correlation Matrix  

In an attempt to explore the relationship between the dependent 

variable and the explanatory variables used in the study, we carried out 

a correlation analysis using the Spearman rank order correlation method. 
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The correlation matrix is used to determine the direction and the 

strength of the relationship between the variables. The result is 

presented below. 

 

Table 2: Correlation Result 

 GDP VAT PPT CIT CGT 

GDP 1.00     

VAT 0.47 1.00    

PPT 0.49 0.80 1.00   

CIT 0.58 0.17 0.90 1.00  

CGT 0.15 0.40 0.43 0.52 1.00 

 

The table above shows how the variables relate to one another in the 

sample period from 11 years from 2009-2019. The table reveals that the 

coefficient of correlation of the variables with respect to itself is 1.00. 

This indicates that there exists a perfect correlation between a variable 

with respect to itself. The result shows that there exists a positive 

relationship between Gross Domestic Product (GDP) and VAT, PPT, CIT 

and CGT with a coefficient of 0.47, 0.49, 0.58 and 0.01, 0.15 respectively. 

These signify that the variables are moving together in the same 

direction and a strong relationship exist between Gross Domestic 

Product and the explanatory variables.  

 

Regressions Analysis 

Variables Coefficient  T.Stat Prob. 

VAT 65.17 5.57 0.00 

PPT -85.68 -3.63 0.01 

CIT 143.51 3.06 0.00 

CGT 238.56 1.32 0.24 

Adjusted R2 0.83            F.Stat 13.38  (0.00)         DW. Stat 1.76    

 

An examination of the result reveals that after adjusting for degree of 

freedom, about 83% systematic variations in Gross Domestic Product 

(GDP) in the long run is explained by the regressors as shown by the 
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coefficient of determination (Adjusted R2). The remaining 17% systematic 

variation is attributed to the error term (Et). 

On the basis of the overall statistical significance of the model as shown 

by the F-statistics, it was observed that the overall model was statistically 

significant and it passes the test at 5% level of significance. Thus, all the 

explanatory variables jointly have a significant influence on gross 

domestic product. The existence of a significant relationship between 

the dependent variable and the independent variables is therefore 

validated. 

On the basis of the individual statistical significance of the model as 

shown by the T-statistics, the result shows that Value Added Tax, 

Petroleum Profit Tax and Company Income Tax significantly influences 

the growth of Nigerian economy during the period under review. 

The result also reveals that three of the variables (VAT, CIT and CGT) were 

rightly signed while PPT was wrongly signed. The coefficients of VAT and 

CIT of 65.17 and 143.51 indicate that a unit increase in VAT and CIT will 

bring about 65.17 and 143.51 units increase in GDP. While the coefficient 

of PPT of -85.68 indicates that a unit increase in PPT will lead to 85.68 

unit decreases in GDP. 

The Dublin Watson Statistics of 1.76 which is approximately 2.00 

indicates the absence of autocorrelation in the model. 

 

DISCUSSION OF FINDINGS 

Value Added Tax from the study was found to have a positive and 

significant relationship with economic growth and this is in consonance 

with the finding of Adereti, Sanni and Adesina, (2011) whose result also 

revealed a positive and significant relationship. 

The study revealed that there is a negative and significant relationship 

between Petroleum Profit Tax and economic growth in Nigeria. This 

finding is at variance with the finding of Onaolapo, Aworemi and Ajele, 

(2013) who found a positive relationship between PPT and economic 

growth in Nigeria. This negative relationship may be due to lack of 

transparent and judicious accountability for revenue it generated 

through PPT which would have been invested in the provision of 

infrastructure and public goods and services. 
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It was also found from the study that Company Income Tax has a positive 

and significant relationship with economic growth. This is in agreement 

with the finding of Onakoya and Afintinni, (2016). 

Lastly it was found the result that Capital Gain Tax has a positive but 

insignificant relationship with economic growth during the period under 

investigation. This contradict the finding of Uzoka and Chiedu, (2018) 

who in their study found a significant relationship between Capital Gain 

Tax and economic growth in Nigeria.  

 

CONCLUSION AND RECOMMENDATIONS 

The study investigated Tax Revenue and Economic Growth in Nigeria 

from 2009 to 2019. To facilitate this study a model was developed 

wherein gross domestic product (GDP) was used to proxy economic 

growth as the dependent variable, while value added tax, petroleum 

profit tax, company income tax and capital gain tax were used as the 

independent variables. The variables were analysed using the ordinary 

least square regression method. The result revealed that value added tax 

and company income tax positively influences economic growth in 

Nigeria, while petroleum profit tax has a negative relationship with 

economic growth. Capital gain tax on the other hand has a positive but 

insignificant relationship with economic growth. 

Based on our findings, the following recommendations are advanced; 

1. Government should ensure all tax loopholes are minimized or 

blocked and corporate and individual tax evasion should be 

properly investigated and sanctions meted out.  

2. Government and relevant authorities should transparently and 
judiciously account for the tax revenue it generates from the 
petroleum sector by investing in the provision of infrastructure 
and public goods and services. 

3. To enhance the tax base of government, employment 
opportunities and good environment for entrepreneurship should 
be created using tax proceeds. 

4. Nigeria government should restructure the tax system to meet 
the demands of the 21st century. 

5. Government should sensitize the citizenry through awareness 

campaign and enlightenment on the need to pay tax and not to 

evade it. 
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