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ABSTRACT

The contribution of taxation to any economy globally cannot be overemphasized. Apart from the revenue function it performs for the government, it is also used to assist the national government to achieve the country’s macroeconomic objectives in areas of fiscal and monetary policies. Past documentations have revealed that revenue from taxes in developed nations have high impact on its economic growth and development which is clearly seen by the amenities provided and improvements in living standards by such nations. Thus, the main objective of this study is to evaluate the relationship between taxation in Nigeria her economic growth and development. Time series data were applied in carrying out this research work. The research design adopted in the study is the Ex-post facto method of research. Hence, Simple linear regression analysis was used to analyse the data by the use of Pearson Product Moment Model, while T-test was used to test validity and reliability of instrument. The study tried to treat two hypotheses, one of which states that Taxation has no positive, significant relationship with employment in Nigeria. Findings revealed that company income tax, value added tax and custom & excise duties and petroleum profit & royalties tax, have no positive significant relationship with employment in Nigeria. Therefore, a conclusion was drawn highlighting there is no significant relationship between tax revenue and Total employment in Nigeria with a view to selected taxes used. It is however, recommended that tax revenue be used effectively to pursue economic development in terms of employment by investing in key sectors of the Nigerian economy which will transform the economy positively.
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CHAPTER ONE
INTRODUCTION
1.1   BACKGROUND TO THE STUDY

Nigeria as a nation has the vision of becoming one among the world's twenty biggest economies in the year 2020; this obviously, is the brain behind the priority attention the present administration is directing at infrastructural development which is essential for economic growth and development. A developed economy is one with the ingredient to stimulate investment and create wealth, this by implication offers an atmosphere that is favorable for business and has the potentials to realize its vision for 2020. The desired outcome requires a lot of money and resources to put the economy in a position that stimulates investment, therefore, tax policies need to attract potential investors, and the revenue from tax should be sufficient enough to meet the infrastructural expenditures of the government. 

Tosun and Abizadeh (2005) acknowledged that taxes are used as proxy for fiscal policy. They outlined five possible mechanisms by which taxes can affect economic growth, first, taxes can inhibit investment rate through such taxes as corporate and personal income, capital gains tax, second, taxes can slow down growth in labour supply by disposing labour leisure choice in favor of leisure. Third, tax policy can have effect on research and development expenditure; fourth, taxes can lead to a flow of resources to other sectors that may have lower productivity. Finally, high taxes on labour supply can distort the efficient use of human capital high tax burdens even though they have high social productivity. 

Governments in all parts of the world and at all points in history have faced similar challenges when it comes to finding their ambitions. We do not believe that government in the past nor in today’s developing world are any less rational compared to those in today’s developed world.

 But important as it is, economic development does not mechanically translate into more uses in the tax take. Even in fast growing economies, such as India and China, decisions by the state are needed to yield a dividend in the form of a higher tax share in GDP.

Sustainable economic development is one of the fundamental objectives which every government mostly in developing economy seeks to achieve. The pursuit of this goal underlines the rationale behind the identification of ways of raising revenue. Nigeria just like every numerous countries through which revenue is sourced in order to finance developmental projects in the economy.
As the Nigerian economy is in recession period, there are inconsistencies in our tax laws which had made it difficult for the tax body to administer and even for the tax payer to follow. The federal government had the intension to maintain a uniform tax system but the economic condition of each state has given room for divergence system. The most important thing one should have in mind is that taxation is supposed to be an instrument of social change which is not answering as much as it should be doing presently in Nigeria. The purpose of this study is to evaluate taxation as a tool for economic growth and development in Nigeria. 
1.2.   STATEMENT OF PROBLEM

In developing countries, the government has to play an active role in promoting economic growth and development because private initiative and capital are limited. Fiscal policy or budget has become an important instrument in promoting growth and development in such economies. 

Taxation is an important part of fiscal policy which can be used effectively by government and developing economies. Taxation play a vital role in the economic development and growth of a country which include: resources mobilization, reduction in inequalities of income, improvement in social welfare, foreign exchange, regional development, control inflation. 

According to the classical economist, the only objective of taxation was to raise government revenue. But with the change in circumstances and ideologies, the aim of taxes has also been changed. These days apart from the objectives of raising the public revenue, taxes level affect consumption, production and distribution with a view to ensuring the social welfare through the economic development of a country, tax can be used as an important tool in the following manner: optimum allocation of available resources, raising government revenue, encouraging savings and investment, acceleration of economic growth, price stability, control mechanism and others. One of the major problems to be addressed is "the poor fiscal discipline in the allocation of resources and the operations of an ineffective tax regime in Nigeria". Therefore, this study examines whether taxation can serve as a tool for economic growth and development in Nigeria.
1.3. OBJECTIVES OF THE STUDY

This study generally seeks to identify the extent to which taxation can be used as an instrument for economic growth and development in Nigeria. While the specific objectives are as follows:

i. To investigate, the extent to which taxation has relationship with the Gross domestic product in Nigeria. 

ii. To examine, the role of taxation on employment in Nigeria. 

1.4. RESEARCH QUESTIONS 

i. Has taxation related with the Gross domestic product in Nigeria. 

ii. Does taxation play any role on employment in Nigeria. 

1.5. RESEARCH HYPOTHESES 

Hypothesis 1:

H0; Taxation has no significant relationship with the Gross Domestic Product (GDP) in Nigeria. 

H1; Taxation has significant relationship with the Gross Domestic Product (GDP) in Nigeria. 

Hypothesis II:

H0; Taxation does not have positive significant relationship with employment in Nigeria. 

H1; Taxation has a positive significant relationship with employment in Nigeria. 
1.6. SIGNIFICANCE OF THE STUDY





 Government: This study is of immense significance at all levels of government including both the federal, state and local governments, as it depicts the relationships and impacts of taxation on economic growth and development of Nigeria.

Relevance of Tax Collection: The essence of this research work is to evaluate taxation as a tool for economic growth and development in Nigeria. Thus, this study will at a wide range be beneficial to the federal, state and local governments as well as international communities, as it will highlight the relevance of taxation in the society. 

Granting more experience on Tax Payments: This study would also be of immense benefit to employees of Federal Inland Revenue Service (FIRS), who has been at the fore front of experiencing incorporation of tax payers by paying their taxes promptly. 

Encouraging Tax Remittance: This study would be beneficial to the public, private sectors, individuals, business owners will find it necessary by encouraging them to comply by remitting their taxes. 

 Further Studies: It would also be of huge benefits to students of higher institutions who may wish to carry out further research on similar topics. 

1.7. SCOPE OF THE STUDY

The study is concerned with the evaluation of taxation as a tool for economic growth and development in Nigeria. The study will also consider, how taxation has affected the Gross Domestic Product of Nigeria and also the effect of taxation on employment in Nigeria from 2006-2015
1.8. LIMITATIONS OF THE STUDY 

The limitation encountered in this study includes the following; 

Hoarding of Data: The inability of the researcher to collect adequate data in Enugu, which brought about the need to travel down to Abuja, so as to gather data's needed for the study in National Bureau of Statistics. 

Existing Data’s: The gathered materials and data's are not essentially, the one formulated personally by researcher; they are already formulated information’s and data’s that were used for this study. 

Country Barrier: The results of this study can only be restricted to Nigerians and no other parts of the world as it only gives a general overview of Nigeria and no other countries. 
1.9. DEFINITION OF TERMS

Federal Inland Revenue Service (FIRS) 

Gross Domestic Product (GDP): it is the monetary value of all the finished goods and services produced within a country's borders in a specific time period. Though, GDP is usually calculated on an annual basis, it can be calculated on a quarterly basis as well. 

Taxation: it is a compulsory levy imposed on a subject or upon his property by the government to provide security, social amenities and other amenities for the well-being of the society. 

Petroleum profit tax act (PPTA): it is an act that regulates the petroleum profit tax and also specifies how profit from petroleum will be taxed. 

Economic Growth: Economic Growth is an increase in a country’s physical output over a long period of time 

Economic Development: Economic Development is the elimination or reduction in poverty, inequality and unemployment within the context of a growing economy; there might be growth without economic development 

Economy: Economy is the large set of interrelated production and consumption activities that aid in determining how scarce resources are allocated. 

Development: development is the systematic use of scientific and technical knowledge to meet specific objectives or requirements. 
CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1. CONCEPTUAL REVIEW
Deepak (2011) defined tax as a compulsory payment made under any statute on individuals and companies. Tax has also been variously defined as a monetary value which is paid to government and also as a compulsory payment to government on income earned by individuals/entities without any consideration (Ramakanth, 2011 and Sunil, 2011).

Black's law dictionary (1979, pp.1307) defines tax as a "pecuniary burden laid up   on individuals or property owners to support the government or a payment exacted by legislative authority". It is also "not a voluntary payment or donation, but an enforced contribution, exacted pursuant to legislative authority" and is "any contribution imposed by government whether under the name of toll, tribute, tillage, gabel, impost, duty, custom, excise, subsidy, aid, supply, or other name"(Black's Law Dictionary, 1979, pp.1307).

The above definition is a legal definition; however, economic definition of taxes differs in that economists do not consider many transfers to governments to be taxes. For example, some transfers to the public sector are comparable to prices. Examples include tuition at public universities and fees for utilities provided by governments at all levels. Governments also obtain resources by creating money through voluntary gifts (e.g. contributions to public universities and museums), by imposing penalties (e.g. traffic fines), by borrowing, and by confiscating wealth. Generally, the economists view a tax as a non-penal, yet compulsory, transfer of resources from the private to the public sector levied on a basis of predetermined criteria and without reference to specific benefit received (Wikipedia, 2011).

2.1.1. A BRIEF HISTORY OF TAXATION  

The history of direct taxation of individuals in Nigeria dates back to 1904 when the system of personal income tax was introduced in Northern Nigeria by the British colonial administration under Lord Lugard. This was a proclamation of order but not an ordinance which was preceded by the stamp duties ordinance of 1903. The Native Revenue Ordinance (NRO) which regularized all the pre-colonial personal income taxes in Northern Nigeria was introduced in 1906 but was also restricted to Northern Nigeria. With the amalgamation of Northern and Southern protectorates into a single jurisdiction (Nigeria) in 1914, the Native Revenue Ordinance of Northern Nigeria was extended to the west and east in 1917 and 1927 respectively. 

Another major reform took place in 1943, this time in respect of company income tax, when the Nigerian Inland Revenue Department, the precursor to the Federal Inland Revenue Service, was carved out of the Inland Revenue Department of British West Africa. The Inland Revenue Department was renamed the Federal Board of Inland Revenue under the Income Tax Ordinance. No. 39 of 1958. This change became permanent in 1961 when the companies and income tax act no. 22 of 1961 established the Federal Board of Inland Revenue. The company’s income tax act also established the body of Appeal commissioners as the first point of call in the resolution of disputes between tax payers and the board concerning assessment and payment of tax. 

For purposes of personal income tax, the three regions, as Nigeria was constituted prior to independence, maintained separate tax systems until 1961 with the enactment of Income Tax Management Act (ITMA) which established the Joint Tax Board, a body primarily charged with the responsibility of ensuring the uniformity of standards in the administration of personal income tax in Nigeria, hence, making Nigeria a single tax jurisdiction for purposes of taxation of incomes of individuals. The promulgation of ITMA was based on the recommendation of the Raisman Fiscal Commission of 1958 which was embodied in the Nigerian (constitution) order in council, 1960.

The ITMA has been repealed and replaced in 1993 by Personal Income Tax Act (PITA), generally referred to as Decree No. 104 of 1993. The PITA regulates the taxation of the incomes of individuals in Nigeria. This Act has been progressively amended over the years, the most recent and by far the most extensive being the Personal Income Tax (Amendment) Act (PITAA) 2011, designed to make the PITA more responsive to the tax policies of the Federal Government of Nigeria and to enhance the implementation and effectiveness of the PITA. Though the Act has June 14, 2011 as the effective date, when it was signed into law after the Bill leading to it was considered and passed into law in May 2011 by the National Assembly, the practical date for its application was January 1, 2012.

Although the Nigeria tax system has undergone several reforms geared towards enhancing tax collection and administration with minimal enforcement cost, there is still non-voluntary compliance of the tax payers due to the meager nature of the system leading to an extensive practice of tax evasion and avoidance. It has been a major impediment to economic growth, where tax evasion and avoidance are now prevalent. (Ogbonna & Ebimobowei, 2011).
Some of the major tax reforms put in place by the government in addressing the problems of tax administration in Nigeria include: The Introduction of Tax payer's Identification Number (TIN) which became effective since February 2008.
2.1.2. NIGERIAN TAX ADMINISTRATION 
Presently, there are three (3) tiers of government charged with the administration of tax in Nigeria: The Federal, State and Local Governments. Each tier of Government has its own tax authority, created by Federal laws. The authorities include: 

FEDERAL INLAND REVENUE SERVICE (FIRS) 
Under the old tax administration structure as prescribed by the Companies Income Tax Act. Vol.IV.Cap.60, Laws of the Federation of Nigeria 1990, the Federal Inland Revenue service (FIRS) was the operating arm of the Federal Board of Inland Revenue (FBIR). However, Federal Inland Revenue service (establishment) act no.13 of 2007 formally established the Federal Inland Revenue service board to have overall supervision of the service. This board replaced the Federal Board of Inland Revenue. the FIRS is to control and administer the different  taxes (companies income tax act, petroleum profit tax act, and value added tax act, personal income tax act in respect of residents of the federal capital territory, members of  Nigerian police force, members of armed forces of Nigeria as well as staff of ministry of foreign affairs and non-residents and laws specified in the first schedule or other laws made from time to time by the government of the federation and to account for all taxes collected. accordingly, the FIRS has been striving to operate a transparent and efficient tax system that optimizes tax revenue collection and voluntary compliance. 

the board comprises of executive chairman, whom shall be a person within service, to be appointed by the president., six members with relevant qualifications and expertise, to be appointed by the president to represent each of the six-geo political zones., representative of the Attorney-General of the federation., The governor of the Central Bank of Nigeria or his representative, a representative of the minister of Finance not below the rank of a Director, the chairman of the revenue mobilization allocation and fiscal commission or his representative who shall be any of the commissioners representing the 36 states of the federation. the group managing director of NNPC or his representative who shall not be below the rank of a group executive director of the corporation or its equivalent., the comptroller-General of the Nigerian Customs service or his representative, not below the rank of deputy comptroller-General, Registrar-General of the Corporate Affairs Commission or his representative not below the rank of a Director., the chief executive officer of the National Planning commission or his representative not below the rank of a director. Members of the board, other than the executive chairman, shall be part-time members; also, the chairman and other members of the board, other than ex-officio members shall each hold office for a term of four years renewable once only and on such terms and conditions as may be specified in the letter of appointment.
 Powers and functions of the board shall be to review and approve the strategic plans of the service , provide the general policy guidelines relating to the functions of the service, employ and determine the terms and conditions of service including , disciplinary measures of the employees of the service, stipulate remuneration, allowances, benefits and pensions of staff and employees in consultation with the National salaries, income and wages commission, manage and superintend the policies of the service on matters relating to the administration of the revenue assessment, collection and accounting system under this act or any enactment or law. 

JOINT TAX BOARD (JTB) 

Section 86 of the Personal Income Tax Act Cap P8 LFN 2004(as amended) established the Joint Tax Board. the board comprises of the chairman Federal Inland Revenue Service Board who doubles as chairman, one member from each state, being a person experienced in Income tax matters, nominated either by name or office from time to time, by the commissioner charge with responsibility for matters relating to income tax of the state, the secretary, who is not a member of the board, and is appointed by the federal civil service commission and the legal adviser of the FIRS acts as the legal adviser to the JTB. A quorum is constituted by seven members or representatives.
 Functions of the board shall include; To promote uniformity, both in the application of PITA  and in the incidence of tax on individuals throughout Nigeria, Exercise the powers or duties conferred on it by the PITA and other Acts., Advise the Federal Government, on request, in respect of double taxation arrangement with any other country, Advise the Federal Government, on request in respect to rates of capital allowances and other taxation matters, having effect throughout Nigeria in respect of any proposed amendment to PITA.

STATE BOARD OF INTERNAL REVENUE 

At the state level, the Personal Income Tax Act, 1993 established the State Board of Internal Revenue (SBIRS) with responsibility for Personal Income Taxes of individuals and non-corporate bodies except residents of the Federal Capital Territory, members of Nigerian police force, and members of Armed forces of Nigeria as well as staff of Ministry of Foreign Affairs and Non-residents , In addition, it has responsibilities for Capital Gains Tax Act and Stamp Duties except those aspects relating to residents of the Federal Capital Territory, Corporate bodies and Non-residents. Generally, the States Board of Inland Revenue Service has the power to and be responsible for: Assessing, collecting and accounting for all taxes, fees and levies in the state. the Commissioner of Finance is to prescribe the manner the Board is to account for the taxes, fees and levies collected., Supervise the collection of all revenues due to the state government with other ministries, Extra-ministerial Department, Parastatals and Government companies., To administer the provisions of Personal Income Tax Act 1993 as amended and relevant tax laws in the state, Revise all obsolete rates collectable by the board and initiative review and advice the governor on it, Liaise on tax and revenue matters with the federal governments directly through the joint tax board and make recommendations where appropriate to the joint tax board on tax policy, tax reform, tax registration, tax treaties and exemption as may be required from time to time, To generally, control the management of the service on matters of policy subject to the provisions of the edicts and imposing discipline on employees of the State Internal Revenue Service. 
JOINT STATE REVENUE COMMITTEE 

According to the Act, each state of the Federation should have a joint state revenue committee whose functions are as follows: Implement decisions of the joint tax revenue service, Harmonize tax administration in the state, Advise the joint tax revenue service, the state and local Governments on revenue matters, Enlighten the public generally on state and local Government revenue matters and Execute such other functions as may from time to time be assigned by the Joint Tax Revenue Service. 
The committee is comprised of Secretary to the Committee, usually a staff of the SIRS., Legal adviser of the State Internal Revenue Service, State Sector Commander of the Federal Road Safety commission as an observer, A representative of the Revenue Mobilization, Allocation and Fiscal commission as observer, A representative of the Bureau of local Government Affairs from the rank of Director and above, The chairman of the Local Government Revenue Committee, the chairman of the State Board of Internal Revenue who acts as chairman of the committee. 

THE LOCAL GOVERNMENT TAX AUTHORITY 

Local Government Revenue Committee(Section 85 D and E of Personal Income Tax Act Cap.P8 LFN 2004) the Revenue Committee comprises of; the supervisor for Finance as chairman, three Local Government Councilors as members and two other persons experienced in revenue matters to be nominated by the chairman of the Local governments on their Personal merits. 

The following functions are carried out by the committee; the revenue committee shall be responsible for the assessment and collection of all taxes, fines and rates under its jurisdiction and shall account for all amounts so collected in a manner to be prescribed by the chairman of the Local Government., The Revenue committee shall be autonomous of the Local Government Treasury Department and shall be responsible for the day-to-day administration of the department which forms its operational arm. 
2.1.3.   A BRIEF SUMMARY OF THE NIGERIAN TAX SYSTEM 

Ayua (1996) has extensively reviewed the nature of the Nigerian tax system. In summary, the following features of the system can be highlighted; 

· Being a federal system, with three constitutionally recognized federating units (federal; 36 states and the FCT; and 774 Local governments), the country's tax system and fiscal operations are made to adhere to the key principle of fiscal federalism. 

· In general, the country's tax system is dominated by returns from the crude oil. As the revenue from petroleum tax is within the jurisdiction of the federal government, it has on average accounted for about 90% of overall national revenue. This is the course shared according to an approved revenue sharing formula between the three tiers of government. Apart from oil, other prominent tax items include: Personal Income Tax, Company Income Tax, VAT, Capital Gains Tax, Customs and Excise Duties and Education Tax, which is derived from the Company Income Tax.
2.1.4. PRINCIPLES OF TAXATION

Adams Smith in his book, the wealth of nations, outlined the following as being essential for a good and equitable system of taxation.

Universality: it follows that tax liability of every individual is determined by the ability of the individual to pay. Due to the fact that all individuals are liable to tax, every liability for tax should be embracing wholly. in line with this principle of universality, it is important to note that tax laws do not make any exemptions as to individuals, rather, such exemptions are to certain classes of income which is tax exempted.

Certainty: there must be a definite method of determining the amount of tax payable by each individual; as such determination of the amount of tax liability should be certain together with the time payment is to be made. If there is any ambiguity in the amount of tax the individual shall pay, there must be well defined options; otherwise the tax system is inequitable.
Convenience: the convenient time and manner of payment of tax by tax payer is another essential feature for a good and equitable tax system. This follows the practice, that tax payers will be required to pay at a time when he has the means to do so, following a simple procedure. if the procedures for the remittance of tax is complicated, or the tax payer is required to pay at a time when he is least in the position to do so, then such tax system lacks the essential principle of convenience and hence , it is inequitable. 

Economy: the system of tax collection must be economical. For instance, the amount of tax actually remitted must justify the effort and resources expended in its collection. It follows then that if the amount of tax collected does not justify the effort for collection, then the tax should be scrapped on grounds of lack of economy. Furthermore, tax revenue must be judiciously applied to the benefit of the taxpayer. Otherwise, the tax will not satisfy the principle of economy and hence, it is said to be inequitable.
   2.1.5. OBJECTIVES OF TAXATION  

According to Anyafo (1996), in both developed and developing countries the primary purpose of taxation is mainly to generate revenue for settling government expenditure and for provision of social amenities and the welfare of the populace. Taxation is used as an instrument of economic regulation for the purpose of discouraging or encouraging certain form of social behavior. 

Here are some major objectives of taxation as highlighted by Anyafo (1996)

i. To raise money for the provision of services such as defense, health services, education etc. 

ii. To redistribute income and wealth that is the rich pay more tax than the poor. (Progressive tax). 

iii. To discourage the consumption of harmful goods such as Alcohol and Cigarettes.

iv. To harmonize diverse trade or economic objectives of different countries so as to provide for the free movement of goods and services, capital and people between member states. 

v. For the management of the economy, taxation is important in the planning, savings and investment. 

Additional, taxation can be used to achieve specific objectives of a nation, in Nigerian government often time introduces tax incentive and instrument to attract and retain local and foreign investors.  

2.1.6. CLASSIFICATION OF TAXATION

Anyanwu (1996) maintained that there are two bases for the classification of tax. Tax is classified on the level of variation of the tax rate and on the method of payment. When taxes are categorized on the basis of variation in tax rates the following types of taxes system are recognized:

Progressive Tax system: This form of tax is graduated as it applies higher of tax as income increases. 

Proportional Tax system: This form of tax assesses tax payers can be fixed percentage. As a result, the amount of tax payable is proportional to every tax payer's income. 

Regressive Tax system: Under this type of tax the tax payable decreases as the tax payer’s income increases. A high income person pays less tax than a low income earner in a regressive tax system. 

On the other hand, when tax is categorized on the basis of the method of payment, we recognize:

Direct Taxation: This form of tax is assessable directly on the tax payers who are required to pay tax on his property, income or profit, he or she is not only advised by notification called (Assessment Notice). Thiess formalities are to bring to tax payers notice the incidence of such tax. Examples of such taxes are; Personal Income Tax, Company Income Tax, Capital Gain Tax. 

Indirect Taxation: These are taxes borne by a person other than the one from whom the tax is collected. The taxes which are imposed on commodity before reaching consumers and are paid by those upon whom they ultimately fall not as taxes but as part of the selling prices of the commodities. Examples of such taxes are; Value Added Tax (VAT), Excise and Custom Duties and Purchase Tax.

2.1.7. TAXATION AND MACROECONOMIC FACTORS

Gary (2010) stated that it is macroeconomic conditions and tax structures that jointly determine the growth and volatility tax revenues, he noted that variety of economic conditions exist among government policy makers and hence policy makers should carefully anticipate and consider the possible impacts of proposed tax reform and revenue enhancements on the long-term growth and volatility of their unique tax revenue portfolios. In the short run he noted government generally cannot alter the volatility and growth rates of their economies they can, however, change the composition of their tax portfolios to minimize the effects of the business shock on tax revenue thus government should consider the state of their economy when formulating tax policy. States with volatile economies might want tax portfolios that minimize the impact of national macroeconomic trends those with more stable economy should consider a more progressive one. 

Auerbach (2006) argued that increase tax rate in the non-financial sector of the USA economy is due to fall in the taxable profit of the firm which might be as a result of low profit made in the sector which have been stable but on the decline over some period of time past. He noted that the recent upward spike in the average tax rate is to a large extent attributable to the importance of tax losses, he equally is of the opinion that constant understatement in the declared taxable profit of firm in the non-financial sector is another factor for tax lost and the volatility in tax revenue thus drop in the capacity utilization mark the drop in Company Income Tax and the low impact of the Company Income Tax on the Gross Domestic Income of the nation. 

2.1.8.   CONCEPTS OF ECONOMIC GROWTH AND DEVELOPMENT  

Economic Development: Economic development is the development of economic wealth of countries or regions for the well-being of their inhabitants. From a policy perspective, economic development can be defined vices as efforts that seek to improve the economic well-being and quality of life for a community by creating jobs and supporting or growing incomes and the tax base. Economic development implies improvements in a variety of indicators such as literacy rates, life expectancy, and poverty rates. GDP is a specific measure of economic welfare. Economic development encompasses policies that governments undertake to meet broad economic objectives such as price stability, high employment, expanded tax base and sustainable growth. 

Economic Growth is the growth of an economy's output of goods and services which is sometimes referred to as the Gross National Product (GNP) growth. If the growth rate of GNP declines, the unemployment results and income generally falls. When this happens, the government has a duty to pursue a set of policies aimed at stepping up the economy's outputs. As such the goal of sustained economic growth should be important to any government. 

2.1.9. TAXATION AS AN INSTRUMENT FOR THE MAINTENANCE OF ECONOMIC DEVELOPMENT
Adeyemi(2012) states that in achieving national and sustainable development, the government must take into consideration the trade-off which involves attracting foreign direct investment (FDI) by giving incentives and this will have impact on the country’s sustainable development. Tax is a fiscal tool used to encourage or discourage economic activities that affects the economic, environmental, and also nation’s social sustainability. Taxation has the following impacts on sustainability of nation’s development; Tax system provides a fiscal platform that encourages foreign direct investment (FDI) and also fosters bilateral, regional and international trade relations among countries. The tax policies of a nation determine whether foreign direct investment would be attracted or not. If investors are brought into a country, it means the investors will bring their stable and free capital, their technology, efficiency and contribution to nation’s capital accumulation and wealth creation. Also, taxation fosters fair relationship between developed and developing countries so as to ensure that developing countries would not take undue advantage of the development needs in developing countries as a reason not to work out the international tax regime and mechanism against the third world countries.
Furthermore, taxation helps developing countries in the formulation of effective policies and collection system that fosters the nation’s sustainability. An effective and well-functioning tax system and administration is an essential foundation block for financing sustainable development. Therefore, if there is no adequate tax structure or tax collection system in place, it limits the ability of implementing any policy meant to enhance sustainable development goals and this may make developing countries to keep relying on foreign support which are usually attached with strings. 

Keynes (1936) believes that governments could counteract the issue of instability in the economy caused by cycles of high unemployment, severe fluctuations in prices and uneven economic growth through the use of taxation as a tool of fiscal policy. This can be achieved by using tax revenue to promote full employment, price level stability, and steady rate of economic growth. in Keynesian scheme, tax systems are primary tool of fiscal policy used, rather than trying to design a neutral tax system, governments deliberately use taxes to move the economy in the desired direction.
2.2.    THEORETICAL FRAMEWORK
According to Bhartia (2009), a taxation theory may be derived on the assumption that there need not be any relationship between tax paid and benefits received from state activities. In this group, there are two theories. Namely,

· Socio- political theory 

· The expediency theory. 

Also, a taxation theory may be based on a link between tax liability and state activities. 
This reasoning justifies the imposition of taxes for financing state activities and also providing a basis for apportioning the tax burden between members of the society. This reasoning yields the benefit received theory and cost of service theory. There is also the faculty theory of taxation. This study is only going to focus on socio- political and expediency theories. 

Socio- political theory: this theory taxation states that social and political objectives should be the major factors in selecting taxes. The theory advocated that a tax system should not be designed to serve individuals, but should be used to cure the ills of society as a whole. 

Expediency theory: this theory asserts that every tax proposal must pass the test of practicality. It must be the only consideration weighing with the authorities in choosing a tax proposal. Economic and social objectives of the state as also the effects of tax system should be treated irrelevant (Bhartia, 2009) 

2.3.   EMPIRICAL REVIEW 

Ashamu & Kehinde (2014) carried out a study (Nigeria journal of tax studies vol.1 no.1,) Tax volatility and its effect on economic growth in Nigeria. The method of analysis adopted was a simple regression. Breusch-Godfrey Heteroskedasticity test, the student t-test and the f-statistic were used for the study. The study revealed that tax revenue constitutes an important source of government finance. The volatility in tax revenue is also significant to economic growth. However, there is no volatility in the capacity utilization nor is the tax from the sector (manufacturing) of any significant value to economic growth in Nigeria of particular import is petroleum profit tax of which volatility will bring about negative change in economic growth. The study also shows a weak relationship between industrial growth as measured by the capacity and economic growth in Nigeria. Thus, the growth of the Nigerian economy is consumption driven rather than industrial driven.

Garba (2014) did a study on the impact of tax revenue and economic growth in Nigeria, the study involved the use of econometric method of analysis. The method to be used as earlier stated is Vector Error Collection Model (VECM) using the E-views statistical package. the order of integration was examined using Augmented Dickey Fuller (ADF) Test. Taxation is represented by revenue from petroleum profit tax , company income tax, custom and excise duties  and value added tax for the period under study. Also other robustness test was carried out like VEC heteroskedasticity test. 

The findings of the study contribute towards a better understanding of tax revenue and economic growth in Nigeria. GDP and four other variables that represents petroleum profit tax, company income tax, custom and excise duties and value added tax were developed to test which factor best describes economic growth in Nigeria. out of all four variables only the customs and excise shows a negative relationship with economic growth which implies a movement in inverse directions. The remaining three independent variables show a positive relationship with economic growth. The implication, points towards policy makers as most variables showed a positively significant relationship with economic growth, meaning there should be no area in tax collection that should be taken lightly as they have all proven to be major variables in connection to the growth of the economy. it is glaring that the Nigerian total tax revenue generated gas a significant impact on the economy in general. 

Nwite (2015) undertook a study (issues in business management and economics vol.3 (5), pp-74-80.) on the implications of tax revenue on the economic development of Nigeria. The methodology employed was the product moment correlation used to determine the relationship between tax revenues and economic development in Nigeria. Pearson Product Movement Model was used. The study showed that there was no significant relationship between tax revenue and economic development in Nigeria. This indicates that despite the huge amount of money generated from taxation economic development is still a mirage. it is evident from the result of the study that the real GDP in Nigeria . Thus, tax revenue has not been effectively utilized to achieve economic development in Nigeria. 

Ihenyen & Mieseigha (2014) carried out a study (information and knowledge management vol.4, No 12, 2014) Taxation as an instrument of economic growth. The methodology employed in this study was an estimation of a linear regression model. Emphasis was laid on the empirical relationship between some variables of taxation (corporate income tax and value added tax) and economic growth (GDP) in order to agree or disagree whether taxation is an instrument of economic growth in Nigeria. By focusing on possible measure of taxation that has not been studied previously in other countries, the empirical results offer tantalizing evidence that taxation is an instrument of economic growth in Nigeria. This conclusion points to the need for additional measures by government in ensuring that taxpayers do not avoid and evade tax so that income can be properly redistributed in the economy.

2.4. GAP IN LITERATURE
 From the related literature reviewed, it is clear that taxation as concept did not emerge from nowhere. It has an origin and also has its roles and objectives which account for the imposition of tax by the government of any country on its citizens. In Nigeria, taxation dates back to 1904 with the existence of personal income tax in northern Nigeria. Also, taxation has different categories with each being guided by relevant tax laws, tax authorities and administration.
Economic development encompasses policies that governments undertake to meet broad economic objectives such as high employment, expansion in tax base and sustainable growth. GDP is a specific measure of economic welfare. The relationship between taxation and macroeconomic factors were outlined. The goal of sustained economic growth should be important to any government, because if the growth rate of GNP declines, unemployment results and income generally would fall. The varieties of economic conditions exist among government policy makers. Different theories were looked into which include socio-political and faculty theory. Finally, the roles taxation plays in economic and social development was highlighted which include; provision of a fiscal platform that encourages foreign direct investment (FDI), fostering a fair relationship between developed and developing countries so as to ensure that developing countries get a fair allocation of tax base and tax room in emerging trade relations, helps developing countries in formulating effective policies and collection system that foster the nation’s sustainability.  Effective administration of tax in Nigeria if achieved will aid in economic and social growth and development.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1. RESEARCH DESIGN 

The method of research adopted in the study is the Ex-post facto method of research. This is because the data needed for analysis is already in existence. This study covers Nigerian economy with time series rather than cross-sectional data being used. Data relating to revenues from different tax components and Gross Domestic Product (GDP) will be collected for the years 2006-2015. The study uses simple regression to examine the relationship between taxation, employment and the Nigerian Economy which is measured using Gross Domestic Product (GDP). 

3.2. SOURCES OF DATA COLLECTION 

The data used for this study will be obtained majorly from secondary sources. The secondary data that concerns the study and relevant information that connotes the tax structure and features of Nigeria will be collected from the National Bureau of statistics; Central Bank of Nigeria Annual Reports. 
3.3. POPULATION OF THE STUDY

The population of the study covers a period from 2006-2015, and data collected is made up of Gross Domestic Product (GDP), tax revenues which capture revenue from Petroleum Profit Tax, Company Income Tax, Value Added Tax and Custom and Excise Duties Tax, and also total employment data. 
3.4. SAMPLING METHOD
The researcher used judgmental sampling techniques that is a non-probability sampling method, where the researcher selects units to be sampled based on their knowledge and judgments which covers a period of 10 years, representing the sample size from 2006 – 2015.
3.5. MODEL SPECIFICATION 
Basically, Simple Regression Method of Analysis will be used in the study adopting specifically the Product Moment Correlation so as to determine the relationship between Tax Revenue and Economic Growth and Development in Nigeria. The Pearson Product Moment Model will be used. The formula is as follows:
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Where: R= the correlation coefficient 

            x = dependent variable (GDP) & total employment
            y = the independent variable (tax revenue) 

            N = Number of years

Taxation is represented here by revenue from petroleum profit tax, company income tax, custom and excise duties and value added tax for the period under study. 

3.5.1. DESCRIPTION OF RESEARCH VARIABLES 

The variables used in the research are both dependent and independent variable. The variable that is dependent is the Gross Domestic Product (GDP) & Total employment, while the tax revenue that is represented by petroleum profit tax, value added tax, custom and excise duties and company income tax are independent variables. 

3.6. RELIABILITY AND VALIDITY OF DATA AND TEST INSTRUMENTS 

The T-test is used to assess the significance of the explanation provided by the model used. Hence, T-test is used also to test the reliability of the instrument. 

t = [image: image3.png]



Where, r = correlation coefficient 

                  N = number of years 

                  n-2 = Degree of freedom 

Decision: Reject null hypothesis (Ho), if the t-calculated value is greater than the table value.

                Accept alternative hypothesis (H1). OR 
                Accept null hypothesis (Ho), if the t-calculated value is less than the table value. 

                Reject alternative hypothesis (H1). 

3.6.1. HYPOTHESE TEST STATISTIC 

HYPOTHESIS I: The secondary data collected from Central Bank of Nigeria Annual Report and National Bureau of Statistics Annual report were used for the hypothesis I to determine the extent to which taxation has relationship with the Gross Domestic Product in Nigeria.

 HYPOTHESIS II: The data gathered also from the Central of Nigeria Annual Report and National Bureau of Statistics Annual report were used also for hypothesis II to ascertain the role of taxation on employment in Nigeria. 

3.7. DATA ANALYSIS TECHNIQUES 

The T-test was used to evaluate the results of the Pearson Product Moment Correlation Model that was used in the analysis of data collected from National Bureau of Statistics, Central Bank of Nigeria Annual Report, to make the analysis more meaningful and understandable the study made use of tables.
CHAPTER FOUR

PRESENTATION AND ANALYSIS OF DATA
4.1. PRESENTATION AND ANALYSIS OF DATA 
The following are the presentation and the analyses of the data collected from National Bureau of statistics and Central Bank of Nigeria Annual Report as shown in table 4.1. Table 4.1. Total Gross Domestic Product, Company Income Tax, Value Added Tax, Custom & Excise Duties, Petroleum Profit Tax & Royalties and Total employment from 2006- 2015.
	Years
	GDP(N’billions)
	CITA
	VAT
	CUSTOM & EXCISE DUTIES
	PPT & ROYALTIES
	TOTAL EMPLOYMENT
(N’ millions)


	2006
	39,995.50
	244.90
	221.60
	177.70
	2,038.30
	50,388,650

	2007
	42,922.41
	327.00
	289.60
	241.40
	1,500.60
	51,763,909

	2008
	46,012.52
	416.80
	404.50
	281.30
	2,812.30
	52,074,137

	2009
	49,856.10
	568.10
	468.40
	297.50
	1,256.50
	50,709,317

	2010
	54,612.26
	657.30
	562.90
	309.20
	1,944.70
	51,224,115

	2011
	57,511.04
	700.50
	649.50
	438.30
	3,976.30
	51,208,594

	2012
	59,929.89
	848.60
	710.20
	474.90
	4,365.40
	50,198,596

	2013
	63,218.72
	985.5
	795.6
	433.6
	3,719.00
	53,508,478

	2014
	67,152.79
	1207.3
	794.2
	566.2
	3,439.60
	54,222,270

	2015
	69,023.93
	1029.1
	778.7
	546.2
	1,782.40
	55,277,587


Sources: Central Bank of Nigeria Annual Reports and National Bureau of Statistics Annual Reports.
From the table above, it could be seen that there is a consistent increase on GDP, and all Tax revenues used in this study such as CIT, VAT, Customs & Excise Duties and Petroleum Profit & Royalties but in the case of Total Employment there are slight amount of inconsistencies, as figures show fluctuating differences that are either increasing or decreasing.
Note: All figures representing GDP, CIT, VAT, Customs & Excise Duties and Petroleum Profit & Royalties are in Billions, while figures representing Total Employment are in Millions. Also, all the Data’s represented above were converted to Trillions, for uniformity, ease and adequate control of figures. 

Table 4.2. Analysis on GDP and Company Income Tax 
	Years
	X 
	Y 
	XY 
	X2
	Y2

	2006
	39.996
	0.2449
	9.795020
	1599.680
	0.05998

	2007
	42.922
	0.3270
	14.035494
	1842.298
	0.10693

	2008
	46.013
	0.4168
	19.1782218
	2117.196
	0.17372

	2009
	49.865
	0.5681
	28.323194
	2485.621
	0.32274

	2010
	54.612
	0.6573
	35.896468
	2982.471
	0.43204

	2011
	57.511
	0.7005
	40.286456
	3307.515
	0.49070

	2012
	59.930
	0.8486
	50.856598
	3591.605
	0.72012

	2013
	63.219
	0.9855
	62.302325
	3996.642
	0.97121

	2014
	67.153
	1.2073
	81.073817
	4509.525
	1.45757

	2015
	69.024
	1.0291
	71.032598
	4764.313
	1.05905

	
	∑x=550.236
	∑y=6.9851
	∑xy=412.780188
	∑x2=31,196.866
	∑y2=5.79406


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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t = 0.098 x 14.21338109

t = 13.9291134347 ≈ 13.929
The tabulated value at 10 degree of freedom is; t0.005 = 3.169

Tcal > ttab = 13.929 > 3.169

Table 4.3. Analysis on GDP and Value Added Tax 
	Years
	X 
	Y 
	XY
	X2
	Y2

	2006
	39.966
	0.2216
	8.8631136
	1599.680
	0.04911

	2007
	42.922
	0.2896
	12.4302112
	1842.298
	0.08387

	2008
	46.013
	0.4045
	18.6122585
	2117.126
	0.16362

	2009
	49.856
	0.4684
	23.3525504
	2485.621
	0.21940

	2010
	54.612
	0.5629
	30.7410948
	2982.471
	0.31686

	2011
	57.511
	0.6495
	37.3533945
	3307.515
	0.42185

	2012
	59.930
	0.7102
	42.562286
	3591.605
	0.50438

	2013
	63.219
	0.7956
	50.2970364
	3996.642
	0.6330

	2014
	67.153
	0.7942
	53.3329126
	4509.525
	0.6308

	2015
	69.024
	0.7787
	53.7489888
	4764.313
	0.6064

	
	∑x=550.236
	∑y = 5.6752
	∑xy=331.2938468
	∑x2=31196.866
	∑y2=3.62929


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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t = 0.981 x 14.57894022

t = 14.30194036

t ≈ 14.302
The tabulated value at 10 degree of freedom is; t0.005 = 3.169 
tcal > ttab = 14.302 > 3.619

 Table 4.4. Analysis on GDP and Customs and Excise Duties 
	Years
	X 
	Y 
	XY
	X2
	Y2

	2006
	39.966
	0.1777
	7.1072892
	1599.680
	0.03158

	2007
	42.922
	0.2414
	10.361371
	1842.298
	0.05827

	2008
	46.013
	0.2813
	12.943457
	2117.196
	0.07913

	2009
	49.856
	0.2975
	14.83216
	2485.621
	0.08851

	2010
	54.612
	0.3092
	16.8860304
	2982.471
	0.09561

	2011
	57.511
	04383
	25.2070713
	3307.515
	0.19211

	2012
	59.930
	0.4749
	28.460757
	3591.605
	0.22553

	2013
	63.219
	0.4336
	27.4117584
	3996.642
	0.18801

	2014
	67.153
	0.5662
	38.022029
	4509.525
	0.32058

	2015
	69.024
	0.5462
	37.700909
	4764.313
	0.29833

	
	∑x=550.236
	∑y = 3.7663
	∑xy=218.9328323
	∑x2=31196.866
	∑y2=1.57766


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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t = 0.966 x 10.93991073

t = 10.56795377

t ≈ 10.568
The tabulated value at 10 degree of freedom is; t0.005 = 3.169
tcal > ttab = 10.568 > 3.169
Table 4.5. Analysis on GDP and Petroleum Profit Tax and Royalties
	Years
	X 
	Y 
	XY
	X2
	Y2

	2006
	39.996
	2.0383
	81.52385
	1599.680
	4.15467

	2007
	42.922
	1.5006
	64.40875
	1842.298
	2.25180

	2008
	46.013
	2.8123
	129.4024
	2117.196
	7.90903

	2009
	49.865
	1.2565
	62.6441
	2485.621
	1.57819

	2010
	54.612
	1.9447
	106.2040
	2982.471
	3.78186

	2011
	57.511
	3.9763
	228.6810
	3307.515
	15.81096

	2012
	59.930
	4.3654
	261.6184
	3591.605
	19.05672

	2013
	63.219
	3.7190
	235.1115
	3996.642
	13.830961

	2014
	67.153
	3.4396
	230.9795
	4509.525
	11.830961

	2015
	69.024
	1.7824
	123.0284
	4764.313
	3.17695

	
	∑x=550.236
	∑y=26.8351
	∑xy=1523.6019
	∑x2=31196.86
	∑y2=83.382591


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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t = 0.460 x 3.18545655

t = 1.465310013

t ≈ 1.465
The tabulated value at 10 degree of freedom is; t0.005 = 3.169

tcal > ttab = 1.465 < 3.169
Table 4.6. Analysis on Employment and Company Income Tax

	Years
	X 
	Y 
	XY 
	X2
	Y2

	2006
	50.38865
	0.2449
	12.34018
	2539.016
	0.05998

	2007
	51.763909
	0.3270
	16.9268
	2679.502
	0.10693

	2008
	52.074137
	0.4168
	21.7045
	2711.716
	0.17372

	2009
	50.709317
	0.5681
	28.8080
	2571.435
	0.32274

	2010
	51.224115
	0.6573
	33.6696
	2623.910
	0.43204

	2011
	51.208594
	0.7005
	35.8716
	2622.320
	0.49070

	2012
	50.198596
	0.8486
	42.5985
	2519.900
	0.72012

	2013
	53.508478
	0.9855
	52.7326
	2863.157
	0.97121

	2014
	54.22227
	1.2073
	65.4626
	2940.055
	1.45757

	2015
	55.277587
	1.0291
	56.8862
	3055.612
	1.05905

	
	∑x=520.575653
	∑y=6.9851
	∑xy=367.00058
	∑x2=27126.623
	∑y2=5.79406


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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t = 2.637562821 ≈ 2.638
The tabulated value at 10 degree of freedom is; t0.005 = 3.169

tcal < ttab = 2.638 < 3.169
Table 4.7. Analysis on Employment and Value Added Tax
	Years
	X 
	Y 
	XY
	X2
	Y2

	2006
	50.38865
	0.2216
	11.1661
	2539.016
	0.04911

	2007
	51.763909
	0.2896
	14.9908
	2629.502
	0.08387

	2008
	52.074137
	0.4045
	21.0640
	2711.716
	0.16362

	2009
	50.709317
	0.4684
	23.7522
	2571.435
	0.21940

	2010
	51.224115
	0.529
	28.8341
	2623.910
	0.31686

	2011
	51.208594
	0.6495
	33.2500
	2622.320
	0.42185

	2012
	50.198596
	0.7102
	35.6510
	2519.900
	0.50438

	2013
	53.508478
	0.7956
	42.5713
	2863.157
	0.6330

	2014
	54.22227
	0.7942
	43.0633
	2940.055
	0.6308

	2015
	55.277587
	0.7787
	43.0447
	3055.612
	0.6064

	
	∑x=520.575653
	∑y=5.6752
	∑xy=297.3975
	∑x2=27126.623
	∑y2=3.62929


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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t = 0.593 x 3.51269062 

= 2.083025537 ≈ 2.083
The tabulated value at 10 degree of freedom is; t0.005 = 3.169

tcal < ttab = 2.083 < 3.169
Table 4.8. Analysis on Employment and Customs and Excise Duties
	Years
	X 
	Y 
	XY
	X2
	Y2

	2006
	50.38865
	0.1777
	8.9541
	2539.016
	0.03158

	2007
	51.763909
	0.2414
	12.4958
	2679.502
	0.05827

	2008
	52.074137
	0.2813
	14.6485
	2711.716
	0.07913

	2009
	50.709317
	0.2975
	15.0860
	2571.435
	0.08851

	2010
	51.224115
	0.3092
	15.8385
	2623.910
	0.09561

	2011
	51.208594
	0.4383
	22.4447
	2622.320
	0.19211

	2012
	50.198596
	0.4749
	23.8393
	2519.900
	0.22553

	2013
	53.508478
	0.4336
	232013
	2863.157
	0.18801

	2014
	54.22227
	0.5662
	30.7006
	2040.055
	0.32058

	2015
	55.277587
	0.5462
	30.1926
	3055.612
	0.2988

	
	∑x=520.575653
	∑y=3.7663
	∑xy=197.4014
	∑x2=27126.623
	∑y2=1.57766


Source: Own Computation

Using Pearson Coefficient Correlation Formula
[image: image135.png]


 

[image: image137.png]10(157.4014) — 520 575653 (37663)

J(20(27126.623) - (520 575653)%) (10(1.57766)— (3.766370)



   

[image: image139.png]1974.014— 1960 644082

J(267.2195) (1.59158431)



 

[image: image141.png]13.369518

L —
(16.32682985) (1261580085)



 

[image: image143.png]p= ott8
Zoe2285022



 

= 0.648305708 ≈ 0.648
Reliability 

[image: image145.png]


              

[image: image147.png]



 


[image: image149.png]











[image: image151.png]osss [ 8
ose00se



 

0.648 x 3.713599444

= 2.40641244

t ≈ 2.406

The tabulated value at 10 degree of freedom is; t0.005 = 3.169

tcal < ttab = 2.406 < 3.169
Table 4.9. Analysis on Employment and Petroleum Profit Tax and Royalties 
	Years
	X 
	Y 
	XY
	X2
	Y2

	2006
	50.38865
	2.0383
	102.7072
	2539.016
	4.15467

	2007
	51.763909
	1.5006
	77.6769
	2679.502
	2.25180

	2008
	52.074137
	2.823
	146.4481
	2711.716
	7.90903

	2009
	50.709317
	1.2565
	63.7163
	2571.435
	1.57879

	2010
	51.224115
	1.9447
	99.6155
	2623.910
	3.78186

	2011
	51.208594
	3.9763
	203.6207
	2622.320
	15.81096

	2012
	50.198596
	4.3654
	219.1370
	2519.900
	19.05672

	2013
	53.508478
	3.7190
	198.998
	2863.157
	13.830961

	2014
	54.22227
	3.4396
	186.5029
	2940.055
	11.83085

	2015
	55.277587
	1.7824
	98.5268
	3055.612
	3.17695

	
	∑x=520.575653
	∑y=26.8351
	∑xy=1396.9494
	∑x2=27126.623
	∑y2=83.382591


Source: Own Computation

Using Pearson Coefficient Correlation Formula
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- 0.0012 x 2.828429161

t = -0.003394114993

t ≈ -0.0034
The tabulated value at 10 degree of freedom is; t0.005 = 3.169

tcal < ttab = -0.0034 < 3.169  

4.2. TESTING THE RESEARCH HYPOTHESES 

For the purpose of this research, the following hypotheses were formulated and tested using secondary data collected from National Bureau of Statistics and Central Bank of Nigeria Annual Reports presented in table 4.1 were used. 
4.2.1. HYPOTHESIS ONE 
To test this hypothesis, the data collected from Central Bank of Nigeria and National Bureau of Statistics Annual report on Gross Domestic Product, Company Income Tax, Value Added Tax, Customs and Excise Duties and Petroleum Profit and Royalties Taxes presented in table 4.1 were used. 

Ho: Taxation has no significant relationship with the Gross Domestic Product in Nigeria. 

H1: Taxation has some significant relationship with the Gross Domestic Product in Nigeria. 

4.2.2. HYPOTHESIS TWO

To test this hypothesis, the data presented in table 4.1 were used, which are data’s collected from Central Bank of Nigeria and National Bureau of Statistics Annual report on Employment, Company Income Tax, Value Added Tax, Customs and Excise Duties and Petroleum Profit and Royalties Taxes. 

Ho: Taxation does not have positive, significant relationship with Employment in Nigeria. 
H1: Taxation has positive significant relationship with Employment in Nigeria. 
Decision Rule  
a) If the T-calculated value > T- tabulated value; Accept H1 and Reject if otherwise.

b) If the T- calculated value < T- tabulated value; Accept Ho and Reject if otherwise.
4.3. DISCUSSION OF FINDINGS 

The findings of the first hypothesis was that company income tax has some significant relationship with the Gross Domestic Product in Nigeria, likewise, Value added Tax, Customs & Excise duties tax with only an exception to Petroleum Profit and Royalties tax that was otherwise, which has no significant relationship with Gross Domestic Product, which could be seen from the secondary data collected and analyzed, though the country’s Gross Domestic Product is considerably favorable which shows that revenue generated through taxes have led to economic growth at a reasonable level except for revenue generated from Petroleum Profit and Royalties taxes. 

From the second hypothesis, the findings indicated that there is no positive, significant relationship with taxation on employment in Nigeria. That is the revenue generated through taxation such as Company Income, Value Added, Customs & Excise Duties and Petroleum Profit & Royalties taxes has not significantly impacted on economic development in terms of employment. Economic development is a continuous process which requires reliable source of finance in order to be attained. 
CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1.      SUMMARY OF RESEARCH FINDINGS 

Hypothesis 1 (Ho) which states that taxation has no relationship with the Gross Domestic Product in Nigeria was evaluated using secondary data collected from Central Bank of Nigeria statistical and National Bureau of Statistics annual report from 2006-2015. From the analysis it was observed that;

1. Company Income Tax has some significant relationship with the Gross Domestic Product in Nigeria

2. Value Added Tax some significant relationship with the Gross Domestic Product in Nigeria

3. Customs & Excise Duties has some significant relationship with the Gross Domestic Product in Nigeria 
4. Petroleum Profit and Royalties tax has no significant relationship with the Gross Domestic Product in Nigeria

Though the level of revenue varies from year to year. The run-down of the actual collected tax revenue in Nigeria over a period of 10years indicates that taxation contributes to revenue generation in Nigeria. 

Hypothesis II (Ho) which states, that taxation as a tool does not have positive, significant relationship with employment in Nigeria that is, revenue generated through taxation has not impacted on employment was tested using simple linear regression. From the analysis it was observed that;

1. Company Income Tax has no positive, significant relationship with total employment in Nigeria.

2. Value Added Tax has no positive , significant relationship with total employment in Nigeria

3. Customs & Excise Duties has no positive, significant relationship on total employment in Nigeria.

4. Petroleum Profit Tax & Royalties has no positive, significant relationship with total employment in Nigeria.

 This implies that revenue generated through taxation has not significantly impacted on employment. The result indicates that government does not make use of revenue from taxation to achieve economic development of the nation through the provision of social amenities, inflation control, income redistribution and local industrial growth. Though more efforts are still desired. 

5.2.    CONCLUSION 
From the above summary of findings, we conclude that taxation has some significant relationship with the Gross Domestic Product in Nigeria using selected taxes (company income tax, value added tax, customs & excise duties) with an exemption of Petroleum Profit and Royalties tax that depicts otherwise; revenue generated through taxation has no positive, significant relationship with employment in Nigeria. Also, using selected taxes as above. These above concluded assertions were proved to be right through the outcome of the hypotheses tested in this study. 
5.3.    RECOMMENDATIONS

Based on the findings of the study, the following recommendations were made: 

a) Tax revenue should be used effectively to pursue economic development in terms of employment by investing in key sectors of the Nigerian economy which will transform the economy positively. 

b) Nigerian government should review her tax policies so as to come up with a tax system that would not discourage investment, reduce incentive to work or distort market mechanism.  
5.4.   CONTRIBUTIONS TO KNOWLEDGE

This research study would broaden the knowledge of the Staff of all the Revenue Services in Nigeria and also students, on taxation as it unearths numerous role of taxation on employment and also its effect on Gross Domestic Product. 

This research would also enlighten numerous individuals both locally and internationally for an effective survey, planning and study. 
The study also contributed to knowledge by using simple linear regression in testing the relationship between taxation and economic growth and total employment in Nigeria respectively.

5.5.   RECOMMENDED AREAS FOR FURTHER STUDIES
The following research areas are recommended for further studies: 
i. The effect of tax policies and laws on the Nigerian economy. 

ii. The effect of Petroleum Profit and Royalties on Oil Revenue Generated in Nigeria.

iii. The impact of tax levies on the returns of medium scale businesses in a developing economy.

iv. The effect of Company Income Tax on company’s productivity.
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