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Abstract 

he paper is aimed to determine the nature 

of taxation and how it can be used as 

monetary policy and regulate the 

economic activities in Nigeria. It is obvious that 

Nigeria being one of the developing states of the 

world is seriously faced with series of problems 

which include the extent in which the tax system 

has been inactive in preventing inflation, the 

probable effects of a rapid rise in price on revenue 

and expenditure, The vicious circles of poverty is 

the gap between the rich and poor is too wide. 

Therefore, the study expected to cover Nigeria 

the thirty six (36) stated and FC (Abuja) but 

researchers decided to limit it to one of the states 

of the federation Kaduna from 2016 to 2019 since 

the economy of every state of federation is the 

same and also use the same tax act applied 

throughout the federal republic of Nigeria. The 

population of this study 

was drawn from the 

workforce of the central 

bank of Nigeria Kaduna 

which consists of 850 

staff. Out of a total 

population of 850 staffs, 

a sample size of 80 was 

involved in the study. 

Systematic random 

sampling was used to 

select the sample size out 

of the population. Mix 

method sources of data 

were used to obtained 

information. The finding 

of the study show that 

Taxation is very effective 

mechanism on monetary 

policy of Central Bank of 
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Nigeria; because taxation can be employed as a 

mechanism of planning technique to control 

monetary in the economy in Combating and 

preventing inflation and it also used as a measure 

to regulate the country economy. It recommend 

that Government should Endeavour to utilized 

the proceeded realized from taxation on the 

provision of social amenities in order to reach the 

rancorous circle of 

poverty between the rich 

and the poor and 

standardized and 

promote the cost of 

living to it citizen.   

INTRODUCTION 

n Nigeria, the taxation system dates back to 1904 when then personal 

income tax was introduced by the colonial master. It was later 

implemented through the native revenue decree to the western and 

eastern regions in 1917 and 1928 respectively. Although is amendments in 

the 1930s, it was later incorporated into direct taxation decree No. 4 of 1940. 

Since then, different government has sustained to improve on Nigeria’s 

taxation system. The introduction becomes necessary as a result of the 

enormous tasks facing the Nigeria taxation system, which undergone 

significance changes in recent times. The tax laws are being reviewed with 

the aim of repelling of obsolete provision and signifying the main ones. 

Under current Nigeria law, taxation is enforced by the three (3) tiers of 

government, be it federal, state or local government, and it established with 

a view to providing social amenities that would improvement the general 

welfare of its population. Therefore, to accomplish its objectives, it is 

required to adopt measures which would ensure effective revenue 

generation, as well as its sensible utilization for enhanced service delivery. 

Although there are different sources of revenue available to the 

government but taxes are the most vital reliable sources of revenue to the 

government. Taxation is one the oldest economic miracles by which the 

cost of providing essential services is subsidized. In the initial days of 

civilization, taxes were collected to provide security, maintain the Monarchs 

needs, and maintain fight wars. It could be a direct or indirect charge on the 

populations of the empire or tributes paid by conquers to show their steady 
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loyalty to masters. These forms of taxes did not necessarily depend on 

richness or the ability to pay concept. Historically, therefore, it can be 

declared that the Sumerian empire could be the first place where taxes 

were levied and accounts for the utilization made. Other than this, several 

empires and kingdoms have levied taxes for the purposes stated above 

without any control or account of utilization. The primary purpose use of 

taxes to fund wars continued to the modern times as could be seen from 

history of countries like Britain and USA. Therefore, taxation can be define 

according to Amachina (1998) as a levy which government imposes on the 

income of the citizens, corporation in a state for which the government 

gives no direct benefit to the taxpayer. Also it is a compulsory levy incomes 

since the decision to pay tax is not that of the tax payers.  

The paper is aimed to determine the nature of taxation and how it can be 
used as monetary policy and regulate the economic activities in Nigeria. It is 
obvious that Nigeria being one of the developing states of the world is 
seriously faced with series of problems which include the extent in which 
the tax system has been inactive or ineffective in preventing or combating 
inflation, the probable effects of a rapid rise in price on revenue and 
expenditure, The vicious circles of poverty is the gap between the rich and 
poor is too wide. Therefore, the study should been expected to cover 
Nigeria the thirty six (36) stated and FC (Abuja) but researchers decided to 
limit it to one of the states of the federation Kaduna from 2016 to 2019 since 
the economy of every state of federation is the same and also use the same 
tax act applied throughout the federal republic of Nigeria. 
The main objective of this study is to determine The Effect of Taxation on 
Monetary Policies of Central Bank of Nigeria. However, the study specifically 
barhopped to achieve the following objective: To determine the effect of 
taxation on monetary policies, to determine the effect of Taxation as an 
instrument of monetary policies in CBN and to determine the Taxation as a 
Regulatory and Combating Inflation  

 

LITERATURE REVIEW 

CONCEPT OF TAXATION: 

According to Kabir, Tahir Hamid, (2021) “Taxation can be defined as a 

compulsory levy imposed on the income of individuals and corporate 

entities for the purpose of financing (defraying) the expenditure of the 
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government”.Anyanwa (2004) defined taxation as a compulsory 

reimbursement imposed by the government on individual and corporate 

bodies in governed area for which no direct goods or service are given in 

exchange of the payment made. 

A. S. Kantudu (2013) view taxation as compulsory levy being imposed on the 

income/ profit of individual and group of individual /corporate organizations 

by the government to meet its expenditure requirements. Institute of 

chartered Accountants of Nigeria (2014) define taxation as a compulsory 

levy/payment imposed by government to each eligible citizen towards the 

expenditure of the state .Furthermore, from the above definitions, one can 

conveniently agree that, taxation is basically payment made by individuals, 

companies, partnerships to enable the government to execute its 

programmes such as education, health, defense, roads and transport etc. 

for the growth of the economy. This system of raising money through tax is 

called “Taxation”. 

 

CONCEPT OF MONETARY POLICY: 

According to Banabas (2006) sees  monetary policy as an actions of central 

bank, currency board or other regulatory committee that determine the size 

and rate of growth of the money supply, which in turn affects interest rates. 

Samsom (1999) defined monetary policy as the macroeconomic policy laid 

down by the central bank. It involves management of money supply and 

interest rate and is the demand side economic policy used by the 

government of a country to achieve macroeconomic objectives like 

inflation, consumption, growth and liquidity etc. Therefore, monetary policy 

can be referred to as specific actions taken by the central bank to regulate 

the value, supply and cost of money in the economy with a view to achieving 

government’s macroeconomic objectives.  

 

PRINCIPLE OF TAXATION ON MONETARY POLICIES IN CBN  

The most important source of government revenue is tax. A tax is a 

compulsory payment made by individuals, group of individuals and 

companies to the government on the basis of certain well-established rules, 
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criteria such as income earned, property owned, capital gains made or 

expenditure incurred/ money spent on domestic and imported articles. 

According to this principle, the tax to be paid by an individual should be 

equal to the cost of services incurred by the government in rendering the 

service to him. Thus, if the government spends in rendering services of 50 

for providing a particular service to pay a tax the principle can be applied in 

the case of government services like railways, postal services, etc. But the 

application of this principle in taxation involves some difficulties. First, when 

the government spends some money for the people at large, it does so in a 

general way. 

The principle also leads to an economically efficient solution to the 

questions of how much government should provide and who should pay for 

it. However, using the benefit principle has several practical difficulties that 

render it impossible to apply it for many publicly supplied goods and 

services. To overcome this problem, an alternative principle has been 

suggested: 

i. Income: 

Income is said to be a better measure of ability than wealth. But here 

also some difficulties are encountered. All work does not involve the 

same sacrifice. A man earning 500 through toil and trouble will not 

be a position to pay taxes as one earning the same amount without 

any effort (from paternal property) or gambling or through chance 

(lottery). 

One with the same level of income as another may have more 

dependents and more liability and thus lower ability to pay. 

Moreover, the marginal utility of money differs from man to man. It 

is higher to a man with lower income and vice versa. So, in the 

ultimate analysis, income is not a good test of ability. 

ii. Expenditure: 

According to N. Kaldor, expenditure is the best possible measure of 

ability. He encouraged an expenditure tax which was strained in India 

for some time but withdrawn subsequently. A poor man may spend 

more if he has more dependents and if he has to look after his old 
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parents. So, his expenditure may be higher than his colleague 

belonging to the same income bracket. But his expenditure does not 

reflect his true ability to pay. 

iii. Property: 

Possession of wealth or property is a reflection of well- being, but to 

a limited degree. For example, if two persons have the same amount 

of wealth, they are not equally well-off. One may have some 

productive wealth like a building which yields a steady income. 

Another may have unproductive wealth (i.e., jeweler) of the same 

value. Naturally, their ability to pay taxes will differ greatly. 

 

EFFECT OF TAXATION IN CBN  

The effect of taxation on monetary policies in Central Bank of Nigeria, the 

concept of open market operation is used in the monetary policy which 

state that, to control money in circulation, the buying and selling of 

government securities in the open market operation should be adopted in 

order to expend or contract the amount of money in the economy. 

Contract nary monetary policy in government securities is purchase the 

interest rate increased so as to reduce the money in the economy while 

expansionary monetary policy in the government securities is sold, the 

interest rate decrease so as to increase the money in the economy. 

• THE INTERNAL PROBLEM 

1. Inadequate Staffing: 

The CBN has two (2) divisions and seven (7) units, with four (4) tax 

offices plus twelve (12) sub-offices.  The staff strength of all these 

offices and units were one hundred and fifty nine senior officials 

and six hundred and sixty-five officials giving a total of eight 

hundred and twenty four officers who are responsible for 

collection of taxes and other revenue in the whole of Kaduna 

State.  Most of the junior officials are not well educated to the 

extent that they find it difficult to apply tax laws.  The skeletal 

numbers of experienced officers are mostly found in urban areas. 

The tax interacts and deals with influential; educated managing 
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directors and business as well as academicians who are looking 

for any loophole to minimize of avoid tax liability.  The lack of 

adequate experienced tax officials in Kaduna State has created 

opportunity for tax evasion. Tax evaders can muddle their 

accounts up and even direct the ill-equipped half-baked junior tax 

officials on what he ought to pay.  This results in loss of 

appropriate revenue that ought to come if properly assessed. 

2. Inadequate Supply of Facilities: 

A visit to the CBN Bank shows that offices lack facilities.  They 

have not enough vehicles yet they go on tax drive, the offices are 

not well equipped either, to the extent that files are scattered 

everywhere, documents not given adequate security as a result of 

the nature of their offices, not comfortable with their 

counterparts in other government establishments. In the light of 

the above, ill-position one would not expect the tax authorities to 

maintain in terms of their job revenue collection for the state 

government. 

3. Dishonesty among Tax Assessors: 

There is the rampant case of dishonesty on the part of some of 

the assessors.  It cannot be ruled out that they try to cash in on 

the assumed unwillingness of the self-employed tax payer to keep 

record of make relevant records available or on their outright 

ignorance of their right as tax payers and black mall them with 

higher tax liabilities the inflated tax liability is likely going to lead 

into a situation of unofficial negotiation between the assessor and 

the prospective tax payer with a view to escaping payment. 

• EXTERNAL PROBLEMS: 

➢ Harsh Economic Conditions: 

This is the prime of all the external problems the harsh economic 

condition prevalent in the country has led to closing down of many 

businesses and the personal income of many self-employed also 

falling as well as the rate of inflation which is devastating as a result 

of various economic measures.  
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➢ Kick – Back: 

The indiscriminant issuance of police check slip by police in Kaduna 

State to commercial motorist for instance constitute a great financial 

setback in road tax, road tax payers prefer giving little amount of 

money as kick-back to the police men than paying more as tax; 

thereby evading tax. 

➢ Tax Payers Oriented Problem: 

No tax payer, no matter how wealthy pays tax with a smile on the 

face, on this background, they look for a way to avoid tax.  To tax 

payers (both) those employed by government, tax sounds like 

wasteful spending and they seek all available avenue to avoid 

tax.  They take pleasure in tax evasion.  Those they pay tax never 

declared their actual profit or total assessable in some cases bound 

where any invitation by tax office is enough to change address or 

even disclose wrong address.  Some employees never surrendered 

such to tax office.  All these problems are constituted by tax payer 

themselves which have made it impossible to generate adequate 

revenue from tax. 

➢ Lack of Data and Environmental Planning: 

There is no available statistical data that produced the number of 
taxable people in Kaduna State.  The one tax officials have no 
adequate record of tax income thereby subjecting the tax officials to 
impose tax based on guess work.   Again, non-availability of data is 
escalated by lack of environmental planning; citizens build houses 
without any government approved plans.  This has created problem 
of reaching every part of the state thereby giving room for tax 
avoidance and evasion, often times a tax officials mission may be 
misunderstand and some tax officials host their lives while on duty, 
people tend to see government as one enterprise with colossal 
resources. 

 

EFFECTS OF TAXATION AND MONETARY POLICY  

Orji (2001) numbered effects of taxation on monetary policy of CBN which 

include. 
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Effects on Supply of Resource: if saving are taxes, investors would naturally 

be able to have smaller value of savings and the overall level investment will 

decline. When these become a problem from firms to raise adequate capital 

in the financial market 

Effects on Retained Profit: When retained profits are taxed, firms fail to 

depend on their internal resources for expansion but resort to borrowing a 

loan (credit). Thus the internal capacity to invest is likely to decrease as 

retained profit is taxed. 

Effect on Corporate Profit: Taxation has the effect of reducing the not 

profit after tax available to the shareholder. It the tax rate is high, the net 

profit of the firm will be low and their hampers ability of the firm to raise 

fund internally. 

Effects on Inflation: During period of rapid and unsustainable economic 

depression, especially when such expansion has inflammatory 

consequences, the government may attempt to affect the level of economic 

activities by increasing tax rate. When tax rate are raised, both personal 

disposable incomes and corporate profits after tax are reduced. This 

reduces the purchasing power of both firm and individuals and their 

demand falls and prices consequently fall as well. 

Effects on Dividend: When dividends are tax very heavily, the shareholders 

would prefer to capitalize their earning instead of receiving it as cash 

dividend. Therefore, from above assessment, taxation can be seen as a 

monetary policy used to control in circulation. 

 

CHALLENGES OF TAX POLICIES  

A thorough examination of the Current National Taxation policy reveal that 

it is comprehensive when compared with earlier attempts at designing a 

policy. However, there are some perceived challenges that this Draft is likely 

going to face challenges because of the experiences of past taxation laws. 

These challenges are as follows: 

• Administration challenges:  

Experience has shown that the institutional capacity to administer 

taxes effectively is woefully lacking in this country. Procedures 
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reinforced by third parties audit appear to ensure that taxes are paid 

and received albeit with potentially serious and costly internal lags. 

However, Nigeria lacks capacity to assess the reasonableness of the 

returns submitted by tax payers including costs and staffing, skills, 

pay scales and other funding and computer and information 

technology infrastructure. Meanwhile, the current draft has not put 

in place an administrative strategy. 

• Compliance Challenges:  

A recurring problem with PIT Nigeria is the non-compliance of 

employers to register their employees and to remit such taxes to 

relevant authorities. To address this, in 2002, the government 

amended the 1993 PIT ACT to make non-compliant employers liable 

to penalties up to N25, 000 as well as liable for the payment of all tax 

arrears. 

Employees failing to keep of open record would also face a penalty 

of N5, 000. A fine this small tends to encourage tax evasion since the 

penalty for being caught is lower than the cost for noncompliance. 

The issues of unremitted funds from the pays system and 

withholding taxes particularly among government ministries and 

agencies as well as tax adherence by all three levels of government 

to the approved list for tax collection as stipulated by the 1998 taxes 

and levies act 21, have over the past five years attracted the attention 

of joint tax board (JTB).  

• Challenge of Multiplicity of Taxes:  

There is the challenge of multiplicity of taxes which is a major 

problem with the draft document. Already Nigeria is known for 

having problem with compliance. It must be noted that a good tax 

policy set out the fundamental objectives of a country’s tax system 

and prescribe some guidelines that would shape government policy 

actions. 

• Poor Taxation Drive from Tiers of Government:  

The political economy of revenue allocation in Nigeria even with the 

current draft document does not prioritize tax efforts. It is listed 
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anchored on such factors as equality of states (40%), population 

(30%), land mass and terrain (10%), social development news (10%) and 

internal revenue efforts (10%). The approach discourages a proactive 

revenue drive particularly for internally generated revenue, makes all 

government tiers heavily reliant on unstable oil revenues which are 

affected by the volatility of the international oil markets. 

 

Theoretical Framework   

The Diffusion Theory: 

The diffusion theory was developed by the French writer like Canard and 

Mansfield. Diffusion theory is developed, contrary to the concentration 

theory. This theory states that taxes equate and diffuse themselves. This 

theory holds that government may impose such taxes as are most easily 

assessed and collected and will cause the least hindrance to national wealth. 

It favour indirect taxation, trusting to the laws of trade to distribute the 

weight of taxation over the whole population. The diffusion theory of 

taxation is based on the assumption of perfect competition and complete 

mobility of all economic agents. According to this theory, the individuals 

from whom the tax is collected will not eventually bear the entire weight of 

taxation. The weight will be shifted on to other classes and finally it will be 

diffused all over the society, unnoticeable. 

In the words of Mansfield ‘a tax is like a stone falling into a lake and making 

a circle, till one circle produces and gives motion to another and the whole 

circumference is agitated from the center. When a tax is imposed, it will be 

shifted and re-shifted; in such a manner that no one can escape from its 

incidence. When a commodity is subject to taxation the process of 

exchange shift the tax burden, extensively. This process of diffusion leads 

to equilibrium when the tax burden is equally distributed among all 

taxpayers. In this context, Canard made a beautiful narration of diffusion 

theory. He states ‘the imposition of tax is just like extracting of blood from 

one of veins of a human being, although it is taken from a single vein, the 

loss in spread all over the body, and the body remains in equilibrium’. 

However, Prof. Dalton disagreed with this theory. He believes that such an 
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approach only tries to run away from the basic problem of ascertaining the 

incidence of tax. Walker also criticized this theory. 

According to walker, this theory is based upon the assumption of perfect 

competition, which is a myth. The diffusion theory of incidence is shallow 

and misleading. It is shallow because it avoids the real difficulties in tracing 

out the incidence of a tax. It simply states that the incidence in non-

traceable. It is misleading because it assumes a state of perfect mobility of 

factors and the unrealistic assumption of perfect competition. Rather 

diffusion theory is a confession of ignorance on the part of the advocates in 

tracing the path followed by particular taxes. 

 

Empirical Review 

Ndubuisi, (2013) studied the impact of taxation on monetary policy using 

descriptive statistics econometric model with the aid statistic package social 

science version 20 was employed from 2008 to 2013 of  period cover by 

researcher. The results show that there is strong positive and substantial 

relationship exists between taxation and monetary policy. 

Okafar, (2012) viewed effect of taxation as an instrument of monetary 

policies using least squares regression method was adopted from 1999-2007 

by the researcher. The researcher found that there is a strong significant 

relationship between taxation and monetary policy. 

Onoh, (2010) examined critically the effect of taxation on monetary policies 

of Central Bank of Nigeria using ordinary least squares method was adopted 

from 2001-2009 by researcher to analyzed obtained from 2001-2009 by 

researcher to analyzed obtained data, the analysis revealed that, the used 

of taxation has a strong positive  effect of monetary policy  of Central Bank 

of Nigeria. 

 

METHODOLOGY 

This study examines effect of taxation on monetary policies of Central Bank 

of Nigeria. The population of this study was drawn from the workforce of 

the central bank of Nigeria Kaduna which consists of 850 staff. Out of a total 

population of 850 staffs, a sample size of 80 was involved in the study. 
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Systematic random sampling was used to select the sample size out of the 

population. The study use mix research methods which contain both 

primary and secondary sources of data, data where used survey method.  

 

Sample Techniques  

In order to have a substantial sample size for study, the researcher use 

systematic random sampling technique to select the sample out of the 

population using Taro Yamane. 

Formula n =      N 

              1 + (e) 2       

Where n =   Sample Size 

 

   n = the entire population  

   e = Level of significance  

   i =  Constant  

The above population is 850 and taking of 5% of significant level, the 

Taro Yamane formula be given as  

    N           850 

            1+850(5%) 2       

   =             850 

               1+850(0.05)2     

 

    =       850 

              1+850 (0.0025)      

 

    =       850 

                   1+2.125  

 

    =        850 

                        3.12    = 272 

 

In other to proportional allocate the total number of the sections in 

CBN Kaduna State; the Kumasani allocation formula was adopted.  
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Hence        Nn         

                        N 

Where N = Population  

   N = Sample size of the study  

The sections are: 

Administration  75    = 75 x 272 = 24 

                      850  

Accounting   120 = 120x 272 = 38 

                      850  

 

Budgeting   55 = 55 x 272 = 18 

                      850              80  

 

DATA PRESENTATION AND DUSCUSION 

Table 1 Do you pay tax? 

Option Number of Respondent Percentage % 

Yes 51 63.71 

No 11 13.75 

No Idea 18 22.5% 

Total  80 100% 

Source: Field Survey, 2019 

 

Based on the above data 51 (63.71%) respondent’s affirmed that they do pay 

tax, while 11 (13.75%) respondent’s disagree to pay tax and 18 (22.5%) of the 

respondents said no idea . 

 

Table 2: Response on how effective is tax on Monetary Policy  

Option Number of Respondent Percentage % 

Effective 9 11.25 

Very effective 42 52.5 

Not effective 29 36.25 

Total 80 100% 

Source: Field Survey, 2019 
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In the above study, only 9 (11.25%) respondent’s agree that tax has effective 

on monetary policy, 42(52.5%) of the respondents said it has very effective 

while 29(36.25%) respondent’s said it has no effective on monetary policy. 

 

Table 3: Response on Whether to Employed of Tax planning Technique can 

help to control money in circulation 

Option Number of Respondent Percentage % 

Yes 41 56.25 

No 25 17.5 

No Idea 14 26.25 

Total 80 100% 

Source: Field Survey, 2019 

 

From the above study, 41 (51.25%) respondent’s says that employing of tax 

planning cannot pay tax, 25(31.25%) respondents were in view that 

employing of tax planning technique can play a role in controlling  money in 

circulation, while 14 (17.5%) said no idea .  

 

Table 4: Responses on if tax can be used on combating and preventing 

inflation 

Option Number of Respondent Percentage % 

Yes 47 68.75 

No 11 13.75 

No Idea 22 27.5% 

Total 80 100% 

Source: Field Survey, 2019 

 

From the above study, 47 (68.75%) respondent’s Believe that can be used as 

a measure of combating and printing inflation, hence 11 (13.75%) does not 

believe and 22 (27.5%) of the respondent have no idea.  

 



 

 
 
 
 

 354 

EDITOR-IN-CHIEF 
Prof. Ravinder Rena [South Africa] 

INTERNATIONAL JOURNAL – MSE  
VOL. 17 NO.7 SEP-2021 ISSN: 1016-7534 

MEDITERRANEAN PUBLICATION 
AND RESEARCH INTERNATIONAL 

Table 5: Response on whether tax can be used to regulated the economy 

Option Number of Respondent Percentage % 

Yes 48 60 

No 12 15 

No Idea 20 25 

Total 80 100% 

Source: Field Survey, 2019 

 

From above study, 48 (60%) of the respondents is in view that tax can be 

used to regulated the economy, while 12 (15%) respondents disagree and 20 

(25%) of the respondents said no idea.  

 

Table 6: Response on if tax have an effect on the economy 

Option Number of Respondent Percentage % 

Yes 42 52.5 

No 18 22.5 

No Idea 20 25 

Total 80 100% 

Source: Field Survey, 2019 

 

The above study, 42 (52.5%)  of the respondent said yes tax has a significant 

effect on the economy, while 18 (22.5%) respondents said no and 20 (25%) 

respondent’s respondents said no idea. 

 

Question 7: What is Your View on Tax You Paid as you Earn? 

Option Number of Respondent Percentage % 

Bad 36 45 

Very bad 24 30 

Fair 13 16.25% 

Good 7 8.75 

Total 80 100% 
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Source: Field Survey, 2019 

 

From the above data 36 (45%) respondents responses badly, 24 (30%) 

respondent said very bad, 13 (16.25%) said fair while 7 (8.75) of the 

respondent said good. 

 

Table 8: Responses on the Effect of a Rapid rise in price on revenue and 

expenditure  

Option Number of 

Respondent 

Percentage % 

Yes 49 61.25 

No 12 15 

No Idea 19 23.75 

Total 80 100% 

Source: Field Survey, 2019 

 

From the above study, 49 (61.250%) of the respondent believe that there is 
significant effect (s) of a repaid raise in price on revenue and expenditure 
while 12 (15 %) respondents do not believe in that aspect and 19 (23.75%) of 
the respondent have no idea. 
 

Table 9: Response on if tax is an instrument of monetary policies of CBN    

Option Number of 

Respondent 

Percentage % 

Yes 47 58.75 

No 18 22.5 

No Idea 15 18.75 

Total 80 100% 

Source: Field Survey, 2019 

 

From the above study, 47 (58.75%) of the responding agree that taxation is 

an instrument of monetary policy of CBN, while 18 (22.5%) of the 

respondents disagree and 15 (18.75) have no idea. 
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Table 10: Response on whether tax can breach the gap between the rich 

and the poor 

Option Number of 

Respondent 

Percentage % 

Yes 45 56.25 

No 15 18.75 

No Idea 20 25 

Total 80 100% 

Source: Field Survey, 2019 

 

From above study, 45 (56.25%) of the respondents are in view that tax can 

breach the gap between the rich and poor and 15 (18.75%) of the 

respondents do not agree while 20 (25%) of the respondent said no idea. 

 

Findings  

Based on the responses of the respondents to the research questions in the 

study, the   following are the finding of the study: Taxation is very effective 

mechanism on monetary policy of Central Bank of Nigeria; because taxation 

can be employed as a mechanism of planning technique to control 

monetary in the economy in Combating and preventing inflation and it also 

used as a measure to regulate the country economy as an instrument of 

monetary policies of Central Bank of Nigeria and also the studies showed 

that there is strong positive and substantial relationship exists between 

taxation and monetary policy. Taxation can be used as an instrument of 

monetary policy of Central Bank of Nigeria.  

 

Conclusion  

Finally, taxation has not only contributed to the federal government but has 

become an important instrument in regulating most economy activities and 

also been an instrument of monetary policies. In view of this, tax payer must 

be persuaded to pay their taxes regularly. With the present policy of 

liberation of the Nigeria economy being vigorously pursued by the federal 

government, Nigeria is fast becoming an investor haven notwithstanding 
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with a few teething problems what is required for the foreign investor 

however, a careful approach to the following are: Access to the best 

professional advice, Proper enterprises set-up and Procurement of 

necessary permits and approvals. 

 

Recommendation 

The following recommendations are hereby presented by the researchers 

which we feels will help in the development of the Nigeria economy in order 

to reflect to increase in standard of living and economy development. If at 

any circumstances the monetary policy is reformed the taxation system 

should also be revisited and review by expertise and also Government 

should Endeavour to utilized the proceeded realized from taxation on the 

provision of social amenities in order to reach the rancorous circle of 

poverty between the rich and the poor and standardized and promote the 

cost of living to it citizen. Furthermore, the treasury with radically revised 

policies will hardly be able to tax enough of the increment created by 

inflation to compensate for the losses on real tax basis. The tax system is 

however expected to go beyond merely covering contraction through 

taxation, the excess amount or the too rapid circulation of the media of 

payment In alignment of monetary policy of central bank of Nigeria, the 

Federal Inland Revenue Broad should also include in the committee set for 

monetary policies of Central Bank of Nigeria and lastly if there is an increase 

or decrease in tax is anticipated income and expenses should accelerated / 

deferred accordingly 
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