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Abstract 
This study determined the effect of Tax Revenue on National Development of Nigeria for 

twenty-two years period covering from 1999-2020. Personal Income Tax, Company Income 

Tax and Value Added Tax were used to proxy Tax Revenue, while the dependent variable; 

National Development was measured by Per Capita Income. In line with the objectives of the 

study, three hypotheses were formulated.  Ex-Post facto research design was employed.  

Secondary data were obtained from the publications of Federal Inland Revenue Service 

(FIRS) bulletin, Central Bank of Nigeria (CBN), National Bureau of Statistics (NBS) and the 

World Bank statistical bulletins and were analyzed using E-Views 10.0 statistical software. 

The study employed inferential statistics using Pearson correlation, Augmented Dickey-

Fuller (ADF) test, Ordinary Least Square regression analysis, Granger Causality test, 

Johansen Co-integration test and Error Correction Model. Findings from the empirical 

analysis showed that there is a significant negative relationship between Personal Income 

Tax, Company Income Tax, Value Added Tax and Per Capita Income at 5% level of 

significance. It was recommended inter alia that there should be continuous orientation and 

enlightenment programmes for company income taxpayers and tax officials. Government 

should be prudent and transparent in spending taxes collected so as to gain taxpayers 

confidence. 

 

Keywords: Personal Income Tax, Company Income Tax and Value Added Tax, Per Capita 
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Background to the Study 

Taxation constitutes a major source of revenue to both developed and developing countries. 

Tax generated revenues are used to finance public utilities, perform social responsibilities and 

grease the administrative wheel of the government. 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, 2018a). The Nigeria tax system could 

be traced back to the eighteenth century when traditional rulers and local law enforcement 

agents collected money from their citizens, in order to finance development programmes in 

their communities. However, the history of modern taxation traced back to the year 1904, 

when personal income tax was introduced in Nigeria as community tax. The amalgamation of 

Southern and Northern Protectorates in the year 1914 led to the transfer of the native 

Revenue Ordinance of 1917 from northern region in the years 1918 and 1927. Since then, 

there has been a steady progress in the tax regime with various attempts to modernize, 

expand, reform and improve the process, procedure and sanctions inherent in the system of 

taxation in Nigeria. Furthermore, since 1986, Nigerian government has embarked on several 

tax reforms. Some of the objectives of the tax reforms include: (i) to accelerate improved 

service delivery to the public, (ii) to boost non-oil tax revenue, (iii) efforts at consistently 

reviewing the tax laws, in order to curb the incidence of tax evasion and avoidance, (iv) to 

improve the tax administration, so as to make it more responsive, reliable, skillful and tax 

payer friendly and (v) to bridge the gap between national development needs and funding of 

the needs.  Instructively, some of the reforms that have been embarked upon by the Nigerian 

government since the inauguration of Nigeria‘s tax system include: (i) the introduction of 

income tax in Nigeria between 1904 and 1926, (ii) granting of autonomy to Nigeria inland 

revenue in 1945, (iii) the Raisman Fiscal Commission of 1957, (iv) formation of the Inland 

Revenue Board in 1958, (v) the promulgation of Petroleum Profit Tax Ordinance No.15 of 

1959, (vi) the promulgation of Income Tax Management Act of 1961, (vii) the promulgation 

of the Companies Income Tax Act of 1979, and (viii) Tax Policy and Administration 

Reforms Amendment 2001 and 2004. The tax reform of the 90s was preceded by the 

inauguration of two study groups. One study group examined the direct tax regime, while the 

second examined indirect tax. A major outcome of the second study group was the 

introduction of value added tax (VAT) in the year 1993. VAT marked a shift from tax on 

foreign trade related activities to consumption- based tax (Okeke, Mbonu & Amahalu, 

2018b). Prior to this, the share of central, state and local government of VAT was 20%, 50% 

and 30% respectively. However, by the year 1995, the sharing formula was revised in favour 

of central government thus (Central government, 35%; State government, 40% and Local 

government 25%). Agitations from sub-national government provoked another revision of 

VAT, so that the sharing formula for Central, State and Local governments is respectively, 

15%, 50% and 25%. The tax reform of 2004 was the outcome of recommendations made by 

the study group (2002). This tax reform was part of the National Economic Empowerment 

and Development Strategies (NEEDs). Essentially, the study group recommended that 

Nigeria needed a national tax policy that will be principally directed towards national 

development. On April 7, 2012 the national tax policy document was launched by President 

Goodluck Ebele Jonathan. An interesting component of the National Tax Policy of 2012 was 

the introduction of Tax Identification Number (TIN). This was a nationwide electronic base 

system for the registration and storage of data of tax payers in Nigeria. It was believed that 

TIN will modernize tax administration in Nigeria and ensure it is in keeping with best global 

practice (Federal Inland Revenue Handbook, 2012). 

 

National development is the development of economic wealth of countries or regions for the 

well-being of their inhabitants. National development can be defined as efforts that seek to 
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improve the economic wellbeing and quality of life for a community by creating jobs and 

supporting or growing incomes and the tax base. National development implies 

improvements in a variety of indicators such as per capita income, literacy rates, life 

expectancy, and poverty rates. National development encompasses policies that governments 

undertake to meet broad economic objectives such as price stability, high employment, 

expanded tax base, and sustainable growth. Against this backdrop, this study sought to 

determine the effect of tax revenue on national development of Nigeria. 

 

Statement of the Problem 

Nigeria’s domestic revenue mobilization has been one of the lowest in the world. This has 

had a severely limiting impact on economic development and creation of an enabling 

framework for investments (Amahalu & Obi, 2020b). According to the Organisation for 

Economic Co-operation and Development (OECD)’s Revenue Statistics in Africa 2021 

report, Nigeria’s tax-to-Gross Domestic Product (GDP) in 2020 was an abysmal 6%, the tax-

to-GDP ratio in Nigeria increased by 0.6 percentage points from 5.7% in 2017 to 6.3% in 

2018. However, when compared with the same index across other African countries over the 

same period, it was apparent that Nigeria’s tax revenue generation was significantly low for 

the level of economic activities in the country. Specifically, the 26 African countries 

(including Ghana and Botswana) reviewed in the OECD’s study reported an average tax to 

GDP ratio of 17.2% (11.5 basis points higher than Nigeria’s ratio). The Federal Government 

implemented tax amnesty initiatives between 2016 and 2018 to drive up tax revenue and 

expand the tax base. However, these initiatives have proven insufficient to stimulate the type 

of revenue growth required. As at 2018, the nation’s tax to GDP ratio was estimated at 

roughly 6.3%, a slow and unimpressive growth from 2017. Recent data from the National 

Bureau of Statistics indicates that Nigeria’s GDP was N31.79 trillion in 2019, while the total 

government collection in taxes was barely N1.5 trillion in 2019. This produced a tax to GDP 

about 4.7%, which was a decline from prior periods. Other challenges of national 

development in Nigeria include; lack of good governance, pervasive corruption, over-

dependence on crude oil, lack of executive capacity. 

 

Extant taxation literatures have documented studies on tax revenue and development with a 

focus on Nigeria. In such a context, it becomes pertinent to empirically find out if tax 

revenues impact on national development. Some studies purport to find a positive 

relationship between tax revenue and economic development (Okeke, Mbonu & Amahalu, 

2018a; Jimoh, Adegoriola & Adeyemo, 2020). Similar study found a negative relationship 

(Owolabi, Ogunleye & Inimgba, 2019), while, Nyasha and Odhiambo (2019) showed no 

effect, thereby creating a gap in knowledge. 

 

Objectives of the study  
 

The main objective of this study is to determine the effect of tax revenue on national 

development of Nigeria. 

The specific objectives are to:  

 

i. Assess the effect of Personal Income Tax on Per Capita Income of Nigeria 

 

ii. Determine the effect of Company Income Tax on Per Capita Income of Nigeria 

 

iii. Ascertain the effect of Value Added Tax on Per Capita Income of Nigeria  

 

https://journals.sagepub.com/doi/full/10.1177/2158244019877200
https://journals.sagepub.com/doi/full/10.1177/2158244019877200
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Research Hypotheses 

The following null hypotheses were formulated to guide this study 

 

H01: Personal Income Tax has no significant effect on Per Capita Income of Nigeria 

 

H02:  Company Income Tax has no significant effect on Per Capita Income of Nigeria  

 

H03:  Value Added Tax has no significant effect on Per Capita Income of Nigeria 

 

Conceptual Review 
 

Tax Revenue 

Tax revenue is defined as the revenues collected from taxes on income and profits, social 

security contributions, taxes levied on goods and services, payroll taxes, taxes on the 

ownership and transfer of property, and other taxes. Total tax revenue as a percentage of 

GDP indicates the share of a country's output that is collected by the government through 

taxes. It can be regarded as one measure of the degree to which the government controls the 

economy's resources. The tax burden is measured by taking the total tax revenues received as 

a percentage of GDP. This indicator relates to government as a whole (all government levels) 

and is measured in million USD and percentage of GDP (OECD (2020).  

 

Personal Income Tax (PIT) 

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

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

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

rate specifies by PIT (Aruna, Oshiole & Amahalu, 2020). Personal Income Tax is a direct tax 

charged on the income of a person. In the context of personal income tax, a ‘person’ means 

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 persons are entitled to a consolidated 

relief allowance of 20% of gross income plus higher 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.   

 

Companies Income Tax (CIT) 

Company income tax is a tax imposed by the Government on the income and profits of 

companies operating in the country. The law governing the administration of Companies 

Income Tax is the Companies Income Tax Act. The law which was first enacted in 1961 has 

undergone so many amendments, the latest being that of April, 2007. Companies Income Tax 

https://lawpadi.com/wp-content/uploads/2015/08/Personal-Income-Tax-Amendment-Act-2011.pdf
https://lawpadi.com/wp-content/uploads/2015/08/Personal-Income-Tax-Amendment-Act-2011.pdf
https://lawpadi.com/wp-content/uploads/2015/08/Personal-Income-Tax-Amendment-Act-2011.pdf
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(CIT) is a tax on the profits of registered companies in Nigeria. It also includes the tax on the 

profits of foreign companies carrying on business in Nigeria. The tax is paid by limited 

liability companies inclusive of the public limited liability companies. It is therefore 

commonly referred to as the corporate tax (Onyeyiri, 2019). All public limited liability 

companies in Nigeria outside the Petroleum sector of the economy are required to pay income 

and education tax. The rate is 30% of total profit for income tax and 2% of assessable profit 

for education tax. Total profit is profit after deducting previous year losses carried forward 

and capital allowances. Assessable profit is obtained prior to deducting capital allowances.  

 

Value Added Tax (VAT) 

A value-added tax (VAT) is a consumption tax placed on a product whenever value is added 

at each stage of the supply chain, from production to the point of sale. Value Added Tax 

(VAT) in Nigeria is a consumption tax that was instated by the Value Added Tax Act of 

1993. It is a Federal Tax which is managed by the Federal Inland Revenue Service (FIRS). 

VAT is charged on most goods and services provides in Nigeria and also on goods imported 

into Nigeria. Businesses add VAT to the sales price of the goods or services they offer in 

Nigeria. They also pay VAT, just like consumers, on goods and services that they consume. 

Some VAT paid by businesses can be used to offset VAT collected before remittance to the 

FIRS (Okoye, Amahalu, Obi & Iliemna, 2019). Examples of VATable goods include 

jewelries, shoes, bags, television etc. VATable Services are all services rendered by any 

person in Nigeria except those specifically exempted under the law. Examples of VATable 

services are, services rendered by Lawyers, Engineers, Accountants, Contractors and 

Consultants. The main VAT rate in Nigeria is 7.5% (raised from 5% on 1st February 2020). 

Only a limited number of supplies are nil-rated, meaning any VAT suffered may be 

recredited to the tax payer.  

 

National Development 

National development refers to the ability of a nation to improve the lives of its citizens. 

Measures of improvement may be material, such as an increase in the gross domestic product, 

per capita income, or social, such as literacy rates and availability of healthcare (IMF, 2016). 

National development is the ability of a country or countries to improve the social welfare of 

the people for example, by providing social amenities like quality education, potable water, 

transportation, infrastructure, medical care etc. National development is the change in growth 

and development, which includes social, cultural and economic change. It is the ability of a 

country to improve the social welfare of the people (World Bank, 2018). National 

Development includes all aspects of the development of a nation namely, political, social, 

economic etc. It is a dynamic and revolutionary development of the society. Moreover, it is 

both qualitative and quantitative. National development is the total effect of all citizens, 

forces and addition to stock of physical, human resources, knowledge and skill.  

 

Per Capita Income 

Per capita income measures the average income earned per person in a given area (city, 

region, country, etc.) in a specified year. It is calculated by dividing the area’s total income 

by its total population. Per capita income, also known as income per person, is the mean 

income of the people in an economic unit such as a country or city (Ndum, Okoye & 

Amahalu, 2019). It is calculated by taking a measure of all sources of income in the aggregate 

(such as GDP or Gross national income) and dividing it by the total population. Per capita 

income is a measure of the amount of money earned per person in a nation or geographic 

region.  

 

https://www.investopedia.com/terms/c/consumption-tax.asp
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Personal Income Tax (PIT) and National Development 

Gaspar, Laura and Philippe (2016) argue that though PIT may not be the most fundamental 

source of government revenue in terms of magnitude of revenue derivable from taxation, 

however, PIT is one of the most fundamental sources of government revenue, from the 

viewpoint of certainty and consistency of taxpayers. Prior studies have shown that there is a 

link between PIT and economic growth in both developed and developing countries of the 

world, for instance Abomaye –Nimenibo, Michael and Friday (2018) found a positive 

relationship between personal income tax and economic growth. Contrarily, Ecowas, 

Omojolaibi, Oladipupo and Okudo (2019) demonstrated the existence of a negative 

relationship between personal income tax and economic growth. 

 

Company Income Tax (PIT) and National Development 

Gemmell, Kneller and Sanz (2016) observe over the years in that the taxation derived from 

companies has been grossly understated due to the improper administration of tax system in 

the collection and assessment of companies in any fiscal year.  Companies are known to be 

evading tax which is criminal in nature and also avoiding tax due to the various loopholes in 

the tax laws. Non-compliance with tax rules and regulations has been a bottle neck which is a 

key factor in the ineffectiveness in the management of tax system. Oyeyemi & Babatunde 

(2016) showed the existence of an inverse relationship between company income tax and 

economic growth. On the other hand, Lee and Gordon (2015); Amahalu and Obi (2020a) 

found a positive relationship between company income tax and economic growth. 

 

Value Added Tax (PIT) and National Development 

 Statistical evidence suggests that revenue from VAT has been increasing in both developing 

and developed economies but it remains unclear whether VAT has a positive impact on 

economic growth and development. Some scholars such as Khumbuzile and Khobai (2018) 

submit that VAT serves as a vehicle for the promotion of economic growth because of its 

contributions to sectoral performance, government tax revenue and wealth creation. 

Khumbuzile and Khobai (2018) found a positive correlation between VAT and gross 

domestic product. However, Hassine (2015) argue that the imposition of VAT is capable of 

leading to loss of economic efficiency and a decrease in economic activity because of its 

influence on production and consumption of goods and services.  

 

Theoretical Framework 

Modernisation Theory  

Modernization theory originated from the ideas of German sociologist Max Weber (1864–

1920), which provided the basis for the modernization paradigm developed by Harvard 

sociologist Talcott Parsons (1902–1979). Modernization is a process that involves 

industrialization, urbanization, rationalization, bureaucracy, mass consumption, the adoption 

of democracy. Modernization theory is a theory used to explain the process of modernization 

that a nation goes through as it transitions from a traditional society to a modern one. 

Modernization theory is used to explain the process of modernization within societies. 

Modernization refers to a model of a progressive transition from a 'pre-modern' or 'traditional' 

to a 'modern' society. The theory looks at the internal factors of a country while assuming that 

with assistance, "traditional" countries can be brought to development in the same manner 

more developed countries have been (Ndulue, Okoye & Amahalu, 2021). Modernization 

theory is a description and explanation of the processes of transformation from traditional or 

underdeveloped societies to modern societies.  

 

https://en.wikipedia.org/wiki/Traditional_society
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Empirical Review 

Okonkwo and Chukwu (2019) studied the relationship between federal government tax 

revenue and economic development in Nigeria. Data were sourced from the Central Bank of 

Nigeria Statistical Bulletin, United Nations Development Programme and Federal Inland 

Revenue Services: 1998-2017. Vector Autoregressive Estimates was used in estimating the 

model. The analysis performed revealed that tax revenue has insignificant effect on human 

development index in Nigeria. Thus, the study recommended among others that government 

should improve on its tax collection rate and increase its spending on education and 

infrastructure in order to broaden the tax base; tax revenue should be transparently and 

judiciously utilized for investment and in the provision of infrastructure and public goods and 

services so as to accelerate economic development; and government should ensure 

transparent and wholesome prosecution of tax offenders. 

 

Agung, Alghamdi and Nurwanto (2021) examined the relationship between public 

expenditure in the educational sector and the economic growth in Indonesia since the 

government decided to spend 20% of the state budget on education. The study used time 

series data from 1988 to 2018 and the Cobb–Douglas production function as an economic 

theory for measurement. In the methodology, the study employed Autoregressive Distributed 

Lag bound tests to find the relationship between variables. The results showed that public 

expenditure on education has a non-significant relationship in the long- and short term 

estimation. However, they both have different directions, which is a positive relationship in 

long-term and a negative relationship in short-term estimation. Meanwhile, gross fixed 

capital formation shows a positive relationship, and the labour variable has a negative 

relationship in the short and long terms. 

 

Yaro and Adeiza (2021) investigated the relationship between taxation and economic growth 

in Nigeria. The major objective of the study is to see how tax is being collected by the tax 

authority and how it’s being used in the development of the economy. The analysis of data 

was presented using simple parentage and narration response. It consisted of statistical 

calculation perform with raw data to provide answers to the questions including the research. 

The finding showed that the effective management in the Federal Inland Revenue Service 

(FIRS) enhanced revenue. This means there was a significant and positive relationship 

between non-oil revenue profit tax and growth of the Nigeria economy. 

 

Methodology 
 

Research Design 

This study focused on ascertaining the effect of tax revenue on national development of 

Nigeria.  This study employed Ex-post facto research design.  
 

Source of Data 

Time series data were obtained from the publications of Federal Inland Revenue Service 

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

Bulletin for various years, Annual Reports for various years; National Bureau of Statistics 

(NBS), and the World Bank Publications for twenty two years (1999-2020) period.  

Model Specification 
 

In the determination of the effect of tax revenue on national development, this study adopted 

the model of Okeke, Mbonu and Amahalu (2018): 

GDP = α + β1CED + β2VAT + β3PIT + Ƹ 

Where: 
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GDP = Gross Domestic Product 

CED  = Custom and Excise Duties 

VAT = Value Added Tax 

PIT = Personal Income Tax 

α = Intercept 

β1- β1 = Coefficients of independent variable; 

Thus, this study specifies a functional relationship between tax revenue and national 

development: 

 National Development = ƒ(tax revenue) + µ 

PCIt =  β0 + β1PITt + β2CITt + β3VATt +µt 
 

Where: 
 

PCIt = Per Capita income for period t 

PITt = Personal Income Tax for period t 

CITt = Company Income Tax for period t 

VATNt = Value Added Tax for period t 

µt =  Error term for period t 

β0= Constant term 

β1= Coefficient of Tax Revenue 

 

Operational Definition of Model Variables 

Independent Variables 

Tax revenue serves as the independent variable of the study, which would be proxied with: 

i. Personal Income Tax (PIT): was sourced from Federal Inland Revenue Service (FIRS) 

statistical bulletin (various issues). 

ii. Company Income Tax (CIT): was obtained from Federal Inland Revenue Service 

(FIRS) statistical bulletin (various issues). 

iii. Value Added Tax: was collected from Federal Inland Revenue Service (FIRS) 

statistical bulletin. 

 

Dependent Variables 

The dependent variable is national development, which was measured with:  

i. Per Capita Income: obtained from Central Bank of Nigeria Statistical Bulletin, 

National Bureau of Statistics and World Bank Development Indicator (several issues). 

 

Data Presentation And Analysis 
 

Table 1 Pearson Correlation Matrix 

 
PCI PIT CIT VAT 

PCI 1.0000  
   PIT 0.6120  1.0000  

  CIT 0.6243  0.6142  1.0000  
 VAT 0.6096  0.6597  0.6775  1.0000  

 

Source: Source: E-Views 10,0 output, 2021 

The resultant correlation output in table 1 shows that there is a positive relationship between 

PIT at 0.6120, CIT = 0.6243, VAT = 0.6096 and PCI. 
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Unit Root Test 
Table 2: Unit Root Test  
 

Variables  Augmented Dickey-

Fuller (ADF) Test 

Statistic 

Test Critical Level Order of 

Integration 

Prob * 

  1% 5% 10%   

CIT -3.907464 -3.831511 -3.029970 -2.655194 1(1) 0.0129 

PCI -5.125595 -4.404421 -3.098895 -2.690439 1(1) 0.0014 

PIT -7.574482 -3.950148 -3.081002 -2.681330 1(1) 0.0000 

VAT -6.002727 -3.920350 -3.065585 -2.673459 1(1) 0.0002 

Source: E-Views Output, 2021 

 

Table 2 examined the statistical properties of all the study variables. The ADF tests for unit 

root were conducted for the variables in the model and the results of the test at levels and first 

difference are presented above. The null hypothesis states that there is a unit root in each of 

the series that is each variable is non stationary and the rule of thumb is that the null 

hypothesis should be accepted if the absolute value of ADF statistic is greater than the critical 

value at any chosen level of significance. The ADF result in Table 2 indicates that all the 

variables (CIT, PCI, PIT and VAT) are integrated of order one, I(1).  Consequently, Ordinary 

Least Square regression analysis and Johansen Co-integration method can then be employed. 

 

Test of Hypotheses 

 

Table 3: Ordinary Least Square (OLS) regression analysis between PIT, CIT, VAT and 

PCI 

 
Dependent Variable: DPCI   

Method: Least Squares   

Date: 11/15/21   Time: 16:33   

Sample (adjusted): 2000 2020   

Included observations: 21 after adjustments  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 5.118485 0.421145 12.15373 0.0000 

DPIT -0.627712 0.041079 -15.28056 0.0000 

DCIT -0.771586 0.094293 -8.182889 0.0000 

DVAT -0.003553 0.000363 -9.792016 0.0000 
     
     R-squared 0.894672     Mean dependent var 0.000216 

Adjusted R-squared 0.852555     S.D. dependent var 6.67E-07 

S.E. of regression 6.50E-07     Akaike info criterion -25.48629 

Sum squared resid 7.17E-12     Schwarz criterion -25.28733 

Log likelihood 271.6060     Hannan-Quinn criter. -25.44311 

F-statistic 61.39802     Durbin-Watson stat 1.933953 

Prob(F-statistic) 0.000000    
     
     

Source: E-Views 10.0 output, 2021 

 

The regression coefficient equation is: 
 

PCI  = 5.118485 - 0.627712 PIT – 0.771586 CIT  - 0.003553 VAT 

The beta coefficient result revealed that PIT (β1=-0.627712), CIT (β2=-0.771586) and VAT 

(β3=-0.003553) have a negative relationship with PCI. The result showed that one naira 
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increase in PIT, CIT and VAT will cause an increase of 62.77%, 77.16% and 0.355% 

increase in PCI respectively. The slope coefficient reveals that PIT (x1), CIT (x2) and VAT 

(x3) have a significant effect of PCI at 5% level of significance; Prob( x1 = 0.0000 < 0.05; x2 = 

0.0000 < 0.05; x3 = 0.0000 < 0.05). The adjusted R-squared of 0.852555 indicates that 

85.26% variations in PCI can be predicted by PIT, CIT and VAT, while the remaining 

14.74% was caused by other factors outside the scope of this model. 

 Decision  

Considering the F-statistic of 61.39802 with associated p-value = 0.000000 which is less than 

0.05 (5%), hence, this study submits that tax revenue has a significant but negative effect on 

national development of Nigeria at 5% level of significance.  

 

Table 4: Granger Causality Test showing the Causality between Tax Revenue Drivers 

and PCI 

 
Pairwise Granger Causality Tests 

Date: 11/15/21   Time: 16:38 

Sample: 1999 2020  

Lags: 2   
    
     Null Hypothesis: Obs F-Statistic Prob.  
    
     DPIT does not Granger Cause DPCI  19  8.59969 0.0003 

 DPCI does not Granger Cause DPIT  2.16214 0.1520 
    
     DCIT does not Granger Cause DPCI  19  4.20646 0.0371 

 DPCI does not Granger Cause DCIT  0.17827 0.8386 
    
     DVAT does not Granger Cause DPCI  19  6.71035 0.0084 

 DPCI does not Granger Cause DVAT  3.16309 0.0735 
    
    Source: E-Views 10.0 Causality Output, 2021 

 

Interpretation of Diagnostic Test 
 

Table 4 indicates that there is a uni-directional causality between PIT and PCI; CIT and PCI; 

VAT and PCI as indicated by since the respective F-Statistic = 8.59969, P-value = 0.0003; F-

Statistic = 4.20646, P-value = 0.0371; F-Statistic = 6.71035, P-value = 0.0084; thereby 

establishing the fact that, there is a statistically significant relationship between tax revenue 

and national development of Nigeria at 5% level of significance. 
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Table 5: Johansen Co-integration Test 
Date: 11/15/21   Time: 16:39   

Sample (adjusted): 2002 2020   

Included observations: 19 after adjustments  

Trend assumption: Linear deterministic trend  

Series: DPCI DPIT DCIT DVAT    

Lags interval (in first differences): 1 to 1  
     
          

Unrestricted Cointegration Rank Test (Trace)  
     
     Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
     
     None *  0.847365  80.68644  47.85613  0.0000 

At most 1 *  0.755619  44.97198  29.79707  0.0005 

At most 2 *  0.598352  18.20048  15.49471  0.0191 

At most 3 *  0.244710  10.69063  3.841466  0.0312 
     
      Trace test indicates 4 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 
     
     Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
     
     None *  0.847365  35.71445  27.58434  0.0036 

At most 1 *  0.755619  26.77150  21.13162  0.0072 

At most 2 *  0.598352  17.33142  14.26460  0.0159 

At most 3 *  0.244710  10.69063  3.841466  0.0312 
     
      Max-eigenvalue test indicates 4 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

Source: E-Views 10.0 Co-integration Output, 2021 

Interpretation of Cointegration Test Result 

From the cointegration test result presented in table 5, the decision rule is to reject the null 

hypothesis of no cointegration if the computed trace statistic is greater than the 5% critical 

value. The test result indicates the rejection of no cointegration under none. Thus, there exists 

the presence of four co-integrating equation among the variables, hence, indicating the 

presence of long run relationship among the variables of the study. 
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Table 6: Vector Error Correction Model 
Vector Error Correction Estimates   

Date: 11/15/21   Time: 16:43   

Sample (adjusted): 2001 2020   

Included observations: 20 after adjustments  

Standard errors in ( ) & t-statistics in [ ]  
     
     Cointegrating Eq:  CointEq1    
     
     DPCI(-1)  1.000000    

     

DPIT(-1)  2.04E-06    

  (1.5E-06)    

 [ 1.33721]    

     

DCIT(-1)  5.51E-06    

  (2.8E-06)    

 [ 1.97238]    

     

DVAT(-1) -2.15E-05    

  (3.6E-06)    

 [-6.00914]    

     

C -0.000216    
     
     Error Correction: D(DPCI) D(DPIT) D(DCIT) D(DVAT) 
     
     CointEq1 -0.021222 -31239.23 -29515.95  45924.51 

  (0.00015)  (34177.5)  (16038.0)  (13109.1) 

 [-1.48391] [-0.91403] [-1.84038] [ 3.50324] 

     

C -1.08E-07 -0.015482 -0.011579 -0.012434 

  (2.4E-10)  (0.05422)  (0.02544)  (0.02080) 

 [-452.957] [-0.28552] [-0.45507] [-0.59785] 
     
     R-squared  0.108999  0.044355  0.158367  0.405405 

Adj. R-squared  0.059499 -0.008736  0.111609  0.372372 

Sum sq. resids  2.03E-17  1.058467  0.233075  0.155720 

S.E. equation  1.06E-09  0.242495  0.113792  0.093011 

F-statistic  2.202000  0.835447  3.386983  12.27272 

Log likelihood  385.9304  1.010335  16.14249  20.17552 

Akaike AIC -38.39304  0.098967 -1.414249 -1.817552 

Schwarz SC -38.29346  0.198540 -1.314676 -1.717979 

Mean dependent -1.08E-07 -0.015482 -0.011579 -0.012434 

S.D. dependent  1.10E-09  0.241442  0.120729  0.117404 
     
     Determinant resid covariance (dof adj.)  4.19E-24   

Determinant resid covariance  2.75E-24   

Log likelihood  428.9865   

Akaike information criterion -41.69865   

Schwarz criterion -41.10121   

Number of coefficients  12   
     
     

Source: E-Views 10.0. VECM, 2021 

Interpretation of Vector Error Corrector Model Analysis 

The result of the VECM analysis in table 6 reveals that the value of the error correction 

coefficient is -0.021222. This indicates that 2.12% of the short run errors of PCI is corrected 

each year. In other words, PCI adjusts to its long run equilibrium at a speed of 2.12%. The 
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VECM analysis indicates that PIT, CIT and VAT are significant in determining PCI in the 

long run.  
 

Findings, Conclusion and Recommendations 
 

Findings 

Based on the analysis of this study, the following findings emerged: 

i. Personal Income Tax has a significant but negative effect on Per Capita Income of 

Nigeria at 5% level of significance (β1 = -0.627712, p-value = 0.0000). 

ii. Company Income Tax has a significant but negative effect on Per Capita Income of 

Nigeria at 5% level of significance (β2 = -0.771586, p-value = 0.0000). 

iii. Value Added Tax has a significant but negative effect on Per Capita Income of 

Nigeria at 5% level of significance (β3 = -0.003553, p-value = 0.0000). 
 

Conclusion 

This study ascertained the effect of tax revenue on national development of Nigeria for 

twenty two (22) years ranging from 1999 to 2020. In order to avoid spurious estimates, the 

unit roots of the series were verified using Augmented Dickey-Fuller (ADF) technique after 

which Granger Causality, Johansen Co-integration Test and Error Correction Estimates were 

conducted. Data analysis revealed that there is a significant but negative effect of Personal 

Income Tax, Company Income Tax and Value Added Tax on Per Capita Income at 5% level 

of significance. 

 

Recommendations 

From the results obtained, the following recommendations were made: 
 

i. Regulatory authorities should put in place a more effective tax revenue generation 

system that can enhance better administration of personal income tax. Such measure 

should emphasise and address accountability of personal income tax. 
 

ii. There should be continuous orientation and enlightenment programmes for company 

income taxpayers and tax officials. Government should be prudent and transparent in 

spending taxes collected so as to gain taxpayers confidence. 
 

iii. Federal Government should take strict measures to close all administrative loopholes 

in the administration and management of value added tax in Nigeria. If this is done, 

the revenue accruable from value added tax will increase and boost provision of social 

amenities and infrastructures in Nigeria.  
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