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Abstract 

This study assessed the effect of Personal Income Tax Reforms on economic growth of 

Nigeria. Ex-Post facto research design was adopted. The time series data were obtained from 

Federal Inland Revenue Services, and Central Bank of Nigeria. The study employed 

inferential statistics using Pearson correlation, and Ordinary Least Square (OLS) method at 

the 5% level of significance. It was revealed that Personal Income Tax, had a substantial 

negative influence on GDP per capita in Nigeria. Subsequently, it was recommended that 

government should diversify the economy for more development in order to increase the 

overall tax revenue base. 
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Introduction 

Tax reform is a way of altering the way taxes are amassed and managed by the government. 

It is an attempt to correct weaknesses in the current tax system, which might also convey 

about introduction of a new tax rate, a new criminal clause, a new assessment device to 

decorate its efficiency. Tax reform measures are undertaken to reinforce modern-day taxes 

and considerably reduce the complexity and lack of transparency of the device (Nahid, 2013). 

Tax reforms are designed to decrease the burden of taxation of all people via the government, 

make the tax gadget greater innovative and much less regressive and simplify the tax system, 

by way of making it greater responsible and understandable. Consequently, tax reform is a 

essential fiscal policy method designed to beautify tax administration. Tax reform is a two-

way method that necessitates changing the way taxes are accrued and managed through 

government with a view to improving national profits and gross home product (GDP), and 

providing monetary and social benefits to the citizenry (Okeke, Mbonu & Amahalu, 2018). 

Both developed and developing countries rely heavily on taxation as a source of revenue. Tax 

earnings are used to fund public utilities, fulfill social obligations, and oil the government's 

administrative wheel.  Taxation is a compulsory levy imposed on the citizens of a country by 

the government, in order to generate revenue that will be used in general administration 

(Okeke, Mbonu & Amahalu, 2018). Bird (2015) defines taxation as the process of or 

equipment with the aid of which communities of group of people are made to make a 

contribution in some agreed quantum and technique for the purpose of administration and 

development of the society. Tax is dynamic, so reforms are essential to effect the required 

modifications in the country wide economy. According to Herbert, Nwaorgu and Nwaiwu 

(2017), tax reform is an ongoing manner which policy makers and tax administrators always 

undertake in the tax structures to reflect changing economies, social and political 

circumstances in the economy. 

The Nigeria tax device could be traced again to the eighteenth century when regular rulers 

and local regulation enforcement sellers amassed money from their citizens, in order to 

finance development programmes in their communities. However, the records of cutting-edge 

taxation traced lower back to the yr 1904, when personal income tax was delivered in Nigeria 

as neighborhood tax. The amalgamation of Southern and Northern Protectorates in the year 

1914 led to the switch of the native Revenue Ordinance of 1917 from northern place in the 

years 1918 and 1927 (Oriakhi & Rolle, 2014). Since then, the tax regime has steadily grown, 

with a number of attempts to modernize, expand, reform, and improve the method, structure, 

and sanctions inherent in Nigeria's taxing gadget. 

Tax reform in developing countries involves broad issues of economic policy as well as 

specific problems of tax structure design and administration (Desislava, 2017). First, there are 

the central problems of revenue requirements and how to fit the revenue structure into 

development policy. This area of concern includes the impact of alternative taxes on saving 

and investment and their implications for the macro balance (domestic and foreign) of the 

economy. Second, there is the important goal of securing a fair distribution of the tax burden. 

Among the more specific tax issues, attention needs to be given to the composition of the tax 

structure as well as to the design of its major components. The trouble is not without a doubt 

to decide what would be applicable but also to determine what is administratively workable 

and inside the ballpark of political feasibility. A common function of the tax constructions in 

most creating countries is that they are complex (difficult to administer and comply with), 

inelastic (non-responsive to boom and discretionary coverage measures), inefficient (raise 

little revenue but introduce serious economic distortions), inequitable (treat people and 

groups in comparable circumstances differently), and unfair (tax administration and 
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enforcement are selective and skewed in favour of those with the assets to defeat the system) 

(Eze, 2020). 

The effects indicated that there exists a sizeable high-quality relationship between whole tax 

revenue and unemployment in Nigeria; agency earnings tax has no widespread relationship 

with monetary growth The study concluded that total tax revenue relate positively to 

unemployment and recommends that government distribute its social welfare programmes in 

such a way to supply direct benefit to tax payers. This makes them trust that the component 

of their tough earned cash paid for purposes, is being efficaciously utilized by means of the 

government. The tax official wishes improvement through enough education and provision of 

suitable working materials and facilities. 

The divergence of theoretical views on the link between tax reforms and monetary increase is 

manifested in empirical literature. One flow of empirical literature stated no relationship 

between tax reforms and productiveness (Asaolu, Olabisi, Akinbode & Alebiosu, 2018). 

Other researchers reported a strong effect of tax reforms on economic growth (Adeyemi & 

Disu, 2018; Yahaya & Bakare 2018; Okeke, Mbonu &Amahalu, 2018; Omondi, 2019). The 

uncertainty and inconsistency of the prior results made this study pertinent. This study 

thereby examines the impact of Nigeria's personal income tax on the country's GDP per 

capita. 

 

Review of Related Literature 

Tax Reform 

Tax reform is the process of modifying how the government collects and manages taxes, with 

the goal of improving tax administration or providing economic or social advantages. 

(Institute of Development Studies (2020). Tax reform is commonly undertaken to improve 

the efficiency of tax administration and to maximize the financial and social advantages that 

can be executed thru the tax system. Tax can be described as a economic charge or different 

levy imposed upon a taxpayer (an character or legal entity) by means of a state, or the useful 

equivalent of a country (Granger, 2013). Taxes can include direct taxes on profits and wealth 

(e.g. personal and corporate earnings taxes, property tax), and indirect taxes on consumption 

(e.g. Value Added Tax (VAT), excise duties) (Granger, 2013). Tax reform can decrease tax 

evasion and avoidance, and enable for greater environment friendly and truthful tax 

collection that can finance public items and services. It can make income stages extra 

sustainable, and promote future independence from overseas resource and herbal aid revenues 

(Fjeldstad, 2014). It can enhance monetary increase (Mascagni, Moore & McCluskey, 2014) 

and address issues of inequality through redistribution and behaviour alternate (Akitoby, 

2018). 

Many low earnings countries face a dilemma with appreciates to taxation: (1) There is an 

urgent and obvious want for more revenues to enable useful resource growing countries to 

supply and keep even the most fundamental public services. (2) The fact is, however, that 

those with political energy and monetary potential are few and do now not favor to pay tax. 

(3) Moreover, these except political energy are many, have almost nothing to tax, and do also 

face up to paying taxes. It follows that the undertaking for taxation is to elevate home 

revenues from consenting citizens in bad and an increasing number of open economies. 

Elected governments in growing countries are therefore going through difficult options about 

taxation. These decisions will most in all likelihood have profound effects on the future of 

democratization itself and on public service provision. They will additionally have vast 

implications for the politics and sustainability of resource (Gaspar & Abebe, 2017). 
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Personal Income Tax 

Personal profits tax is a direct tax on the income from all sources of an individual adult, 

communities and families, and on executors and trustees. Personal earnings tax is calculated 

after some reliefs have been given and or certain fees exempted according to a graduated rate 

specifies through PIT (Oyedele, 2019). Personal Income Tax is a direct tax charged on the 

earnings of a person. In the context of private profits tax, a „person‟ capacity an individual, a 

sole proprietorship (non-juristic person), communities and families and on executors and 

trustees (of an undivided estate). 

Under Nigerian Personal Income Tax Laws all taxable individuals are entitled to a 

consolidated comfort allowance of 20% of gross income plus greater of 1% of gross income 

or N200,000. 

The tax rate payable is: 

Annual Taxable Income Rate 

First N300,000  7% 

Next N300,000  11% 

Next N500,000  15% 

Next N500,000  19% 

Next N1,600,000  21% 

Over N3,200,000  24% 

Personal Income Tax Act 1993 which was amended in 2011 by the Personal Income Tax 

Amendment Act 2011 is the prevailing law on personal income tax.  The Act categorizes 

individuals into two groups thus: 

1. The employees 

2. The self-employed like sole proprietors, traders etc. 

The employees pay their income taxes under Pay As You Earn (PAYE) i.e their profits taxes 

are deducted at source. The employer is the one responsible for deduction of the personal 

earnings tax and subsequent remittance to the tax authorities. The self-employed are assessed 

to non-public income tax and pay underneath the direct and self-assessment. They file for 

their income tax return on annual groundwork collectively with their self-assessment and pay. 

Personal profits tax is a type of tax charged on the profits of individual. The chargeable 

earnings of a man or woman is the mixture quantity from all sources (whether from 

employment, investment, earnings from trade, career or vocation etc) after deducting all non-

taxable incomes and remedy granted (Ogbonna & Appah, 2016). Government use tax 

proceeds to render their typical functions, such as the provision of public goods, preservation 

of regulation and order, defence in opposition to exterior aggression, rules of change and 

enterprise to make certain social and financial protection (Otu & Adejumo, 2013). Base on 

this, Umoru and Anyiwe (2013) cited that the policy of taxation in Nigeria is directed in the 

direction of achieving some particular goals which include amongst others income generation 

and upholding monetary growth”. Tax revenue is a core instrument in the hands of the 

authorities to fulfill fees and it helps in acquiring sustained growth targets. The nature of 

taxes can assist predict a boom pattern (Romer & Romer, 2010). Musgrave and Musgrave 

(2004) maintained that the “economic results of taxation encompass micro consequences on 

the distribution of earnings and efficiency of resource use as properly as macro outcomes on 

the level of capacity output, employment, expenses and growth. Government exists in order 

to efficiently accumulate taxes from available financial sources and make use of identical to 

create financial prosperity. Ojong, Ogar and Oka (2016) determined no massive relationship 



International Journal of Advanced Academic Research | ISSN: 2488-9849 

Vol. 7, Issue 9 (September, 2021) | www.ijaar.org  

 

30 

between private earnings tax and financial growth; Akhor and Ekundayo (2016) found a 

substantial terrible relationship between non-public profits tax and financial growth, while 

Okoh, Onyekwelu and Iyidiobi (2016) located a positive relationship between non-public 

earnings tax and financial growth. 

 

Gross Domestic Product (GDP) per Capita 

The Gross Domestic Product (GDP) per capita is a measure of a country's economic output 

that accounts for its entire population. It uses the country's entire population to divide the 

country's gross domestic product. As a result, it's a good indicator of a country's preferred 

standard of living. It indicates how prosperous you are a U. S. A. feels to every of its citizens 

(Chappelow, 2019). Per capita gross domestic product (GDP) is a metric that breaks down a 

country's GDP per person. It is calculated by way of dividing GDP over a country‟s 

population. GDP per capita is a established measure globally for gauging the prosperity of 

nations (Tushar, 2020). GDP per capita indicates how an awful lot financial manufacturing 

value can be attributed to every individual citizen. Alternatively, this interprets to a measure 

of country wide wealth since GDP market fee per man or woman additionally effectively 

serves as a prosperity measure (Seth, 2020). GDP per capita is a nation's gross home product 

divided via its population. The GDP is the whole output of items and services produced in a 

yr via all of us inside the country's borders (World Bank, 2019). GDP is the main measure of 

a country's economic productivity. A country's financial GDP shows the market price of 

items and services it produces. GDP per capita is a necessary indicator of monetary 

performance and a beneficial unit to make cross-country comparisons of average dwelling 

standards and financial wellbeing (Amadeo, 2020). 

 

Review of Empirical Studies 

Okoye and Ezejiofor (2014) determined whether e-taxation can alleviate the problem of tax 

evasion and prevent tax officers in Nigeria from engaging in corrupt acts. In order to meet the 

paper's aims, three research questions and hypotheses were developed. The information was 

gathered from both primary and secondary sources. The data was examined using means and 

standard deviation, and the three hypotheses were put to the test using the Z-test statistical 

tool. E-taxation, according to the findings, can increase internally generated revenue and 

prevent tax evasion in Enugu state. Another finding is that e-taxation can help to prevent tax 

authorities from being corrupt. Ogbonna and Odoemelam (2015) investigated the influence of 

taxation on financial improvement of Nigeria proxied with the aid of the gross domestic 

product (GDP). The study used descriptive statistics, econometric model with the aid SPSS 

model 20. The analysis showed that a robust nice and vast relationship exist between 

financial improvement and Tax variables used. It additionally documented a decline in tax 

revenue in submit –IFRS period. Usman and Adegbite (2015) examined the impact of 

petroleum earnings tax on monetary increase in Nigeria. Results showed that petroleum 

earnings tax has fine good sized impact on GDP both in the short run and in the long run with 

(β= .1377812 ; t=1.71; P>|t|= 0.000) and (β=.0125105; z=-2.01, P>|z|= 0.000) respectively. 

Also, PPT does no longer granger purpose GDP. Money supply impacted GDP positively in 

the short run however bad enormous have an effect on in the long run with (β=-.5674746; t= 

3.02, P>|t|= 0.000) and (β= -9.70e-06; z = - 16.79; P>|z|= 0.000) respectively.  Salami, 

Apelogun, Omidiya and Ojoye (2015) empirically investigated the have an effect on of 

taxation on the boom of the economy structure 1993-2013. The Nigerian government has 

embarked on monitoring its series however the financial system has failed to experience the 

preferred increase that will lead to the targeted economic development. The chosen financial 

growth indicator, the actual Gross Domestic Product (RGDP), is exact to depend on the 

taxation warning signs which are the petroleum profit tax (PPT), employer income tax (CIT), 
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customs and excise duties (CED), price delivered tax (VAT). The study employed the 

ordinary least rectangular technique in the analysis. This was used to determine the influence 

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 had been tested 

individually on the economic growth. The F-statistic showed that the universal mannequin is 

statistically significant. Ezejiofor, Adigwe and Echekoba (2015) determined whether taxes, as 

a fiscal policy tool, have an impact on the performance of Nigeria's selected industrial 

enterprises. The descriptive technique was used to meet the study's goals, and data was 

obtained using six years of financial accounts from the selected organizations. Using the 

Statistical Program for Social Sciences (SPSS) version 20.0 software package, the study's 

hypothesis was tested using ANOVA. Taxation, as a fiscal policy tool, has a considerable 

impact on the performance of Nigerian manufacturing firms, according to the study. The 

study implies that the amount of tax to be paid is determined by the companies' performance. 

Nur-Arifah, Abdul and Sahibzada (2016) ascertained relationship between the based 

variables (GDP per capita and FDI rate) and independent variables (individual earnings tax, 

company tax, and consumption tax) was once investigated in order to perceive the function of 

tax in monetary growth. Descriptive analysis and regression analysis was adopted to analyze 

the data. The accessibility of information of the selected countries has been extracted from 

the information that has been published in the World Bank professional websites. E-Views 

software program was once adopted to analyze descriptive correlation and regression 

analysis. A substantial nice relationship was located between GDP per capita, FDI rate, 

company tax, man or woman income tax and consumption tax. Akhor and Ekundayo (2016) 

examined the effect of oblique tax income on economic growth in Nigeria. The study used 

price added tax income and customized and excise obligation income as impartial variables 

and monetary growth used to be proxy with actual gross home product as the established 

variable. The research graph is time sequence and the data had been analyzed the use of 

descriptive statistics, correlation, unit root test, co-integration take a look at and error 

correction model regression. The end result published that value added tax had a negative and 

widespread have an impact on actual gross domestic product. Ojong, Ogar and Arikpo (2016) 

examined the impact of tax revenue on the Nigerian financial system from 1998-2014. The 

goals of the study were; to have a look at the relationship between petroleum profit tax and 

the Nigeria economy, the influence of corporation earnings tax on the Nigerian financial 

system and the effectiveness of non oil revenue on the Nigerian economy. Data have been 

sourced from Central Bank Statistical Bulletin and extracted through desk survey method. 

Ordinary least rectangular of a couple of regression models was used to establish the 

relationship between based and independent variables. The study revealed that there is a 

substantial relationship between petroleum earnings tax and the boom of the Nigeria 

economy. Gylych, Abdulrahman and Abdurrahman (2016) examined the have an impact on 

of tax reforms on the monetary increase of Nigeria from 1986 to 2012. To obtain the 

objective of the study, relevant secondary facts were amassed from Central Bank of Nigeria 

publications, Federal Inland Revenue Service publications and the publications of Federal 

office of statistics, textual content book, published and unpublished thesis. Using the E-views 

Windows, the OLS regression effects confirmed that tax reforms is positively and notably 

related to monetary boom and that tax reforms certainly causes economic growth. On the 

groundwork of the findings, the study concluded that favorable tax reforms improves the 

income generating potential of authorities to undertake socially suited activities that will 

translate to financial boom in actual output and per capita basis. Onakoya, Babatunde and 

Afintinni, (2016) investigated the integration relationship between tax revenue and Economic 

growth in Nigeria from 1980 to 2013. Various preliminary exams which include descriptive 

statistics, style analysis, and stationary assessments using Augmented Dickey Fuller (ADF) 
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test were conducted. The result showed a considerable nice relationship at 5% level of 

significance between Petroleum earnings tax, Company Income tax and economic growth, 

but a negative relationship between economic growth and customs and Excise Duties. 

Ofoegbu, Akwu, and Oliver (2016) examined the effect of tax revenue on the monetary 

development of Nigerian, and to confirm whether there is any distinction in the use of HDI 

and GDP in setting up the relationship. The method adopted in this study was that of using 

annual time collection statistics for the length 2005 to 2014 to estimate a linear model of tax 

income and human development index using everyday least square (OLS) regression 

technique. Findings confirmed a positively and drastically relationship between tax income 

and economic development. Cornelius, Ogar and Oka (2016) examined the impact of tax 

income on the Nigerian economy from 1990-2014. The objectives of the study were; to look 

at the relationship between petroleum earnings tax and the Nigeria economy, effect of 

organization profits tax on the Nigerian financial system and the effectiveness of non oil 

revenue on the Nigerian economy. Data have been sourced from Central Bank Statistical 

Bulletin and extracted through desk survey method. Ordinary least square of more than one 

regression models used to be used to establish the relationship between dependent and 

independent variables. The finding revealed that there is a substantial relationship between 

petroleum income tax and the increase of the Nigeria economy. The impact of the value 

added tax on the Nigerian economy was investigated by Oraka, Okegbe, and Ezejiofor 

(2017). This study used an ex post facto research design. The study used Gross Domestic 

Product (GDP), Per Capital Income (PCI), and Total Revenue (TR) to measure the Nigerian 

economy from 2003 to 2015. The CBN statistical bulletin, the Federal Inland Revenue 

Service of the federal ministry of finance, and periodicals were used to compile the data. 

Simple regression analysis was used to analyze the data. The findings suggest that the value 

added tax has had no major impact on the Nigerian economy's Gross Domestic Product. VAT 

has also been found to have a detrimental association with Nigerian economy's Gross 

Domestic Product. Palić, Žmuk and Grofelnik (2017) analyzed the have an effect on of 

personal profits taxation on monetary prerequisites in Croatia in the long-run. The empirical 

analysis on the impact on of personal earnings taxation on financial stipulations in Croatia 

was performed the use of the Johansen cointegration approach. Matallah and Matallah (2017) 

investigated the effect of fiscal coverage on economic growth in Algeria over the duration 

1970-2015. The predominant effects revealed that each oblique taxes and productive modern-

day expenses have a widespread long-term high-quality impact on actual GDP, while direct 

taxes, capital and unproductive recurrent expenses negatively and substantially affect 

monetary boom in the lengthy run. Based on these findings, it may want to be concluded that 

sustainable economic growth requires serious policy measures aimed at diversifying the 

Algerian economy.  Using chosen manufacturing enterprises listed on the Nigerian Stock 

Exchange, Erhirhie, Oraka, and Ezejiofor (2018) investigated the effects of corporate tax on 

financing decisions of manufacturing firms (NSE). Data were taken from the annual reports 

and accounts of three selected manufacturing enterprises and evaluated using the linear 

regression model in an ex post facto study methodology. Our findings revealed that there is 

no substantial association between corporation tax and dividends paid by Nigerian Breweries 

Plc, Dangote Cement Plc, and PZ Cussons Plc, as well as new ordinary share issuance, 

retained earnings, and long-term debt.  Arowoshegbe Uniamikogbo and Aigienohuwa (2017) 

explored the effect of income tax income on the financial growth of Nigeria, proxied through 

Gross Domestic Product (GDP). Data had been accumulated from secondary sources, that 

was, the Statistical Bulletins of Federal Inland Revenue Service and the Central Bank of 

Nigeria respectively for the length 1995 to 2015. Econometric Model of Multiple Linear 

Regressions and Ordinary Least Square (OLS) technique have been adopted to discover the 

relationship between GDP (the structured variable) and a set of government earnings tax 
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income heads over the length 1995 to 2015. Findings showed that tax revenues that decide 

government financial boom are Petroleum Profit Tax and Company Income Tax. Neway, 

Kenenisa and Woldemicael (2018) recognized determinants of tax income in Ethiopia with 

the aid of using secondary information and a couple of variable regression mannequin using 

OLS method. Quantitative research technique used to be employed on time collection facts 

set for the years 1999/00 to 2015/16. Both descriptive records and econometric equipment 

were employed to analyze and present the data collected from involved bodies. The finding 

revealed that, industry sector share to GDP, per capita income and exchange openness as 

measured by share of export and import to GDP have good sized wonderful effect on tax 

revenue whereas; agriculture region share to GDP and annual price of inflation have 

substantial and bad impact on tax revenue as measured by using share of tax income to GDP. 

Okeke, Mbonu and Amahalu (2018) ascertained the relationship between tax revenue and 

financial development in Nigeria throughout the period 1994 -2016. Data was obtained from 

the Nigerian Central Bank, the Federal Inland Revenue Service, and the National Bureau of 

Statistics' Annual Abstract of Information. This study used to be entirely based on time 

sequence data. Multiple linear regression, Multicollinearity test, Granger Causality test, 

Augmented Dickey Fuller test, Johansen cointegration test and Error correction model have 

been employed in the evaluation of the data. The findings of this find out about confirmed 

that tax revenue has a statistically big relationship with labour pressure and gross fixed 

capital formation in Nigeria at 5% stage of significance respectively. In Nigerian deposit 

money banks, Udeh and Ezejiofor (2018) looked at the impact of accounting information on 

deferred taxation. The data was acquired from yearly reports and accounts of Nigerian 

deposit money institutions using an ex post facto research design. To evaluate the hypotheses, 

a pooled multiple regression analysis was used. According to the findings, earnings per share 

(EPS) and cash flow (CASHFL) have a negative impact on our dependent variable, deferred 

tax, but book value of equity has a statistically significant impact whereas earnings per share 

(EPS) and cash flow (CASHFL) do not. Asaolu, Olabisi, Akinbode and Alebiosu (2018) 

examined the relationship between tax income and financial growth in Nigeria. The study 

adopted a descriptive and historical lookup design; secondary information for twenty-two 

years (1994 -2015) have been collected from a variety of issues of the Central Bank of 

Nigeria (CBN) statistical bulletin and annual reports. Tax income as an unbiased variable 

used to be measured with Value Added Tax (VAT); Petroleum Profit Tax (PPT); Company 

Income Tax (CIT) and Custom and Excise Duties (CED) while the based variable was 

Economic Growth (EG) proxied by way of the Gross Domestic Product (GDP). Analysis was 

carried out on information collected using Auto Regressive Distributed Lag (ARDL) 

Regression and other put up estimations (Jarque-Bera test; Breusch-Godfrey LM and Ramsey 

Reset Test) to decide the existence of relationship between the variables. The consequences 

of the study showed that VAT and CED had a considerable relationships with financial 

increase (p<0.05), whilst CIT has bad substantial relationship with financial growth (P<0.05). 

However, PPT had no massive relationship with economic growth. The study concluded that 

the function of taxation in nation‟s building is irreplaceable. Taxation stays a strong socio 

political and economic device for financial prosperity. Omondi (2019) analyzed the effect of 

custom and excise responsibilities on economic boom in Kenya for the duration 1973 to 

2010. The study tried to reconcile the different positions and also shut the understanding gap. 

The empirical outcomes indicated that custom and excise obligations are positively correlated 

with monetary boom in Kenya. Ironkwe and Agu (2019) analyzed the relationship between 

complete tax income and monetary growth in Nigeria. Time sequence information on 

exclusive sorts of complete tax revenue and economic improvement from 1986-2016 were 

accrued from Central Bank of Nigeria statistical bulletin, Federal Inland Revenue Service and 

National Bureau of Statistics. Multiple regression analysis was once used in analyzing the 
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facts with the useful resource of STATA version thirteen. Ezejiofor, Oranefo and Ndum 

(2021) ascertained effect of Nigerian tax revenue based on per capita income. The study used 

an ex-post facto research design. The Nigerian economy was made up of the population, and 

data for this study came from the Statistical Bulletin of the Central Bank of Nigeria (CBN) 

and the Federal Inland Revenue Service (FIRS). Per Capita Income (PCI), as well as customs 

and excise charges, were retrieved as variables. This study's data analysis was based on 

information gathered from CBN, FIRS, and NBS publications and statistical bulletins. The 

hypothesis was tested using correlation and Ordinary Least Square (OLS) regressions. 

Customs and excise duties have a non-significant beneficial influence on per capita income, 

according to data analysis. The effects indicated that there exists a sizeable high-quality 

relationship between whole tax revenue and unemployment in Nigeria; agency earnings tax 

has no widespread relationship with monetary growth. The study concluded that total tax 

revenue relate positively to unemployment and recommends that government distribute its 

social welfare programmes in such a way to supply direct benefit to tax payers. This makes 

them trust that the component of their tough earned cash paid for purposes, is being 

efficaciously utilized by means of the government. The tax official wishes improvement 

through enough education and provision of suitable working materials and facilities. 

The divergence of theoretical views on the link between tax reforms and monetary increase is 

manifested in empirical literature. The prior studies reported both strong and no relationship 

between tax reforms and economic growth (Asaolu, Olabisi, Akinbode &Alebiosu, 2018; 

Adeyemi & Disu, 2018; Yahaya & Bakare 2018; Okeke, Mbonu &Amahalu, 2018; Omondi 

etc), this made this study relevant to investigate the effect of personal  income tax reform on 

economic growth of Nigeria. 

 

Methodology 

This study focused on ascertaining the effect of tax reforms on productivity of Nigeria.  This 

study employed Ex-post facto research design. The adoption of this research design is based 

on the fact that the study relied on historic data obtained from the relevant publications and as 

such the data are already in existence. 

Data for the study were obtained from the publications of Federal Inland Revenue Service 

(FIRS) bulletin of various years, Central Bank of Nigeria (CBN) Statistical Bulletin various 

years, (NBS) for twenty eight years (1992-2019) period. The variables for which data were 

sourced include; personal income tax, and Gross Domestic Product per Capita for these 

periods. 

Model Specification 

Representing the equations with the variables of the construct, hence the models below were 

formulated based on the stated hypotheses: 

GDPPCt =  β0 + β1PITt + µt -   - - - - i 

Where: 

GDPPCt = Gross Domestic Product per Capita for period t 

PITt = Personal Income Tax for period t 

µt =  Error term for period t 

β0= Constant term  

β1= Coefficient of Tax Reforms 

t denotes the annual time‐period 

Method of Data Analysis  

Inferential statistics of the study data was conducted via the aid of E-View 9.0. The 

inferential statistics of the hypothesis would be tested with the application co-efficient of 
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correlation: which is a good measure of relationship between two variables, and Ordinary 

Least Square regression analysis would be used for this study to predict the value of the 

independent variable based on the value of the independent variable. 

Decision Rule 

The decision was based on 5% (0.05) level of significance. The null hypothesis (Ho) will be 

accepted, if probability value (P-value or Sig.) calculated is greater than (>) the stated 5% 

level of significance, otherwise reject. 

 

Data Presentation and Analysis 

Data Analysis 
Table 1:  Pearson Correlation Matrix 

                GDP PIT  

GDPPC1.0000   0.6265 

PIT 0.6265 1.0000  

Source: Correlation result, 2021 

Interpretation of Correlation Matrix 

Table 1 indicates that there is a positive correlation between PIT (0.6265), and GDPPC. 

Test of Hypothesis 

Ho1: Personal Income Tax has no significant effect on Gross Domestic Product of Nigeria 

Table 1: Ordinary Least Square regression (OLS) analysis showing the effect of PIT, on 

GDPPC 
Dependent Variable: DGDPPC 

Method: Least Squares 

Date: 15/08/21   Time: 08:43 

Sample: 1993 2019 

Variable  Coefficient Std. Error t-Statistic Prob. 

C    0.003857 0.017988 6.955718 0.0000 

PIT   -0.789609 0.098695 -11.14582 0.0000 

R-squared               0.838705 Mean dependent var  0.024815 

Adjusted R-squared 0.825264 S.D. dependent var   0.078367 

S.E. of regression               0.077717 Akaike info criterion  -2.105912 

Sum squared resid 0.132878 Schwarz criterion   -1.865942 

Log likelihood               33.42982 Hannan-Quinn criter.  -2.034557 

F-statistic               62.39778 Durbin-Watson stat  1.732524 

Prob(F-statistic) 0.000000 

Source: Regression Output, 2021 

The effect of tax reform productivity of Nigeria is evaluated based on the result of table 1: 

GDPPC = 0.003857 - 0.367736VAT + 0.038399PPT - 0.789609PIT - 0.453571CIT 

The drawn inference from the model implies that one unit increase in PIT will exert 79% 

decrease in GDP per Capita; PIT has a negative but significant relationship with GDP per 

Capita as denoted by the t-statistic = -11.14582 and p-value = 0.0000 < 0.05.  

The adjusted R squared which examines the extent to which the predictors independent 

variable (PIT) explain the variations in the dependent variable (GDP) shows that the adjusted 

R Squared figure of 0.825264 indicates that, reliance on this model will account for 82.53% 

of the variations in the dependent variable (GDP), while the remaining 17.47% is accounted 

by other factors outside the scope of this model. The Durbin-Watson value of 1.732524 

buttressed the fact that the model does not contain auto-correlation, since the value1.732524 
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is not more than 2 approximately, thereby, making the regression fit for prediction purpose. 

The analysis resulted in F-value of 62.39778 with corresponding p-value of 0.000000. This 

confirms that, the model is significantly reliable. 

Decision 

Since the p-value of the test = 0.000000 is less than the critical significant value of 5%, thus 

H1 is accepted and Ho rejected. Therefore, this study upholds that personal income tax has a 

significant negative effect on GDP at 5% level of significance. 

 

Conclusion and Recommendation 

This study covers the statistical analysis between personal income Tax Reforms and Nigerian 

economic growth, shows that personal income tax (PIT) is influential in predicting the 

productivity of Nigeria economy. Gross Domestic Product per Capita is used as a proxy for 

Productivity. The data extracted for the analysis covered a period of twenty eight (28) years 

starting from 1992 to 2019. The findings indicate clearly that tax reform components exert 

significant influence on Nigeria GDP at 5% level. The regression result is in line with the  

works of Odum, Odum and Egbunike (2018); Miftahu, Tunku and Tunku (2017; Ofoegbu, 

Akwu and Oliver (2016) but contradicts the results of Matallah and Matallah (2017); Palic, 

Zmuk and Grofelnik (2017). 

Consequently, it was recommended that government should ensure that self-employed 

individuals in Nigeria register with the revenue authority and pay their taxes which can 

impact positively on increased PIT revenue generation, hence, bolstering the economic 

growth of Nigeria.   
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