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ABSTRACT
This study examines the impact of taxation on the profitability of small-scale enterprises in Enugu State, with a particular focus on Roban Stores, a medium-scale retail business. The research aimed to evaluate how Company Income Tax (CIT) and Value Added Tax (VAT) influence the Profit After Tax (PAT) and Sales Turnover of the enterprise. Grounded in the Ability-to-Pay Theory and Benefit Theory, the study employed a longitudinal design using secondary data spanning 2015 to 2024. Data analysis involved descriptive statistics and multiple regression models to test the stated hypotheses. The findings revealed that CIT significantly affects PAT, while VAT positively influences sales turnover. The study concludes that tax burdens have both suppressive and stimulative effects depending on the type of tax involved. Recommendations include implementing tailored tax policies that support medium-scale enterprises through targeted reliefs and administrative transparency.

































                         


CHAPTER ONE
INTRODUCTION
1.1 Background of the Study
Tax is a mandatory financial charge or tax applied by a government to support public projects on people, companies, or other entities. Direct taxes such as income tax or indirect taxes such as value-added tax (VAT) play a vital part in revenue generating for government activities; (Musgrave & Musgrave, 1989). Small-scale business growth is highly influenced by the degree of taxation, management, and compliance policies greater work is required to satisfy taxation rules as well as to track how those criteria are met the greater tax risk exists. This therefore reduces the efforts small companies make to be diligent workers. Thus, any tax policy should have as its major goal maintaining the challenging balance between tax rate, compliance cost, tax administration, and economic progress.
The relationship between taxes and the degree of development of medium-scale firms has been a divisive one over years. The type of tax policy the government runs will decide whether the expected relationship is positive or negative. Although a low tax rate normally encourages the increase of company activity as earnings are raised, leading to further investment as well as expansion of business, it is generally acknowledged that a high tax rate can lead to a drop in business activity since it reduces the incentives to invest. A high marginal tax rate lowers an investor's eagerness to commit by cutting the returns on investment (Palace & Harischandra, 2008). In the same line, fewer company activity produces various negative consequences like reduced worker productivity, poorer output, employment, and finally lower people's living standards.
The flow of investment expenditure at any one time will be decided by the comparisons operators make between the probable benefits and the cost of investing (Ndebbio, 2007). On the other hand, taxes are more or less a theft of the real profits of businesses or investors. This appropriation causes a decline in corporate profit (Bassey, 2005). Business leaders are typically motivated by their inclination to optimize their contribution to value creation every instant in time (Ndebbio, 2007). This implies that businesses are not always placed in place where they find the optimum pre-tax return. Rather, they are more focused on running where they maximize their post-tax return that is, the income they bring home or retain (Cappelea, 2001).
Medium-scale firms are those running with a limited labor, money, and market reach. Usually having less income and asset values than bigger companies, these businesses are very important for economic development since they create jobs and support entrepreneurship. Medium-scale enterprises are quite important in a developing economy since they help to close the unemployment difference in such an economy. Medium companies are vital for Thinkers Corner, Enugu, to grow economically since they make a reasonable portion of the local economy.
Enugu State's government has had to levy several taxes especially on Thinkers Corner, Enugu-based companies in an attempt to widen the revenue base and boost additional income. High tax rates have a major detrimental effect on corporate decision-making since they lower the profit of a company, therefore diminishing the amount of after-tax profit meant for reinvestment and expansion. Small-scale companies have so developed at a modest speed. Therefore, it is rather crucial that this study looks at how taxes influence small companies in Thinkers Corner, Enugu.
1.2 Statement of the Problem
With much of the income mobilization effort in Enugu State conducted by outsourced agencies, the initiative has been broad and successful. Sometimes these entities impose different taxes and fees on companies in Thinkers Corner, Enugu. These multiple taxes and levies have been reducing business fortunes, which has resulted in several bad effects including higher unemployment, a slowdown in local economic activities, and even loss of state revenue. This is a result of the poorly designed taxes; businesses closed cannot help to generate taxes (Tanzi & Zee, 2001; Bird, 2015).
1.3 Objectives of the Study
The main objective of this research is to evaluate the impact of taxation on medium scale enterprises in Enugu State. The specific objectives include:
(1) To investigate the extent Company Income tax has affected the net profit after tax of Roban stores in Enugu.
(2) To determine how VAT has affected the sales turnover of Roban stores in Enugu
1.4   Research Questions
1. How does a CIT influences the net profit after tax of Roban stores in Enugu.
2. What is the impact of VAT on the sales turnover of Roban stores in Enugu.
1.5  Hypothesis of the Study
Hypothesis One
H₀₁: CIT has no significant impact on net profit after tax of Roban stores in Enugu
H₁₁: CIT has some significant impact on net profit after tax of Roban stores in Enugu
Hypothesis Two
H₀₂: VAT do not significantly influence the sales turnover of Roban stores in Enugu
 H₁₂: VAT significantly influence the sales turnover of Roban stores in Enugu.
1.6  Scope of the Study
This study focuses on how taxes impact medium scale businesses located in Roban Stores, Thinkers Corner, Enugu. It looks at how the several taxes paid by medium scale businesses impact their sustainability, profitability, and growth. The study will look at how closely general economic activity in Roban Stores, investment decisions, and administrative policies and tax laws affect business development. It will also look at how taxes imposed by governments and tax compliance costs influence operational policies of small businesses. By clarifying these components, the research aims to provide an insight of how tax policies could be changed to produce a more appropriate business environment for small businesses.
1.7  Significance of the Study
By offering insightful analysis of how taxes affect medium-scale businesses in Thinkers Corner, Enugu, this study will be useful to academics, legislators, investors, Government tax authorities and small scale business owners.
Investors
For local as well as prospective investors, this report has great worth. Through clarifying the actual and apparent consequences of taxes on medium-scale businesses in Enugu, more especially, Roban Stores; the study would enable investors to grasp the operational tax environment and its consequences for company profitability. The intricacy of tax laws and several taxes imposed by several government layers causes many investors to be skeptical about the financial viability of small firms. This study will provide investors the tools they need to make more wise financial and operational decisions by elucidating how tax requirements affect earnings, reinvestment possibility, and cost structures. It will also direct risk analyses and raise investor trust in medium-scale businesses operating within Enugu State's entrepreneurial ecosystem (Ocheni & Gemade, 2015).
Legislators
This study will help legislators and policy makers since it offers a data-driven knowledge of how present tax rules and policies affect the profitability and sustainability of medium-scale companies. Through an analysis of the degree to which tax rates, compliance costs, and various levies impact micro-enterprises, the study highlights the more general macroeconomic effects of over-taxation, that is, lower employment, firm closures, and inhibited innovation. The results will enable evidence-based reforms and policy changes meant to create a more supportive tax environment supporting local economic development and entrepreneurship. The study can also be used by legislators to assess the success of current tax breaks and spot areas requiring focused relief or simplification (Ariyo, 1997).
Academics
For academics and researchers, this study adds significantly to the corpus of knowledge already in publication on public finance and small company growth. It provides a contextual study unique to Enugu State, therefore bridging a gap in localized research when national-level studies sometimes ignore area tax dynamics. Future academic studies on taxation, SMEs, and informal sector dynamics will find consistent reference in the insights gained from this work. Moreover, it creates avenues for more research such as comparison studies between places or longitudinal examination of taxation effects over time thereby promoting scholarly debate and thereby strengthening policy-relevant discourse in the academic community.
Government Tax Authorities
Value is also given to tax authorities and revenue-generating bodies including the Enugu State Internal Revenue Service (ESIRS) and the Federal Inland Revenue Service ( FIRS). Tax authorities can better grasp compliance challenges and customize their policies to increase voluntary tax compliance by knowing how small businesses view and handle tax responsibilities. This covers simplifying payment procedures, lightening administrative work, and raising taxpayer knowledge. In the end, the results can direct the creation of equitable and effective tax systems extending the tax base without endangering micro-enterprises a vital component of municipal revenue and economic inclusion.
Medium-Scale Business Owners
This study most directly affects the medium-scale business owners themselves. The study helps them to clearly see how tax policies impact their business sustainability and bottom line. It gives businesses information of their rights, responsibilities, and possible tax-related assistance systems. The study gives business owners trying to negotiate the sometimes difficult tax environment in Enugu practical value by exposing the cost of compliance, the dangers of informal operations, and the possible benefits of tax planning and formalization. It also encourages among micro and small business operators strategic decision-making and financial literacy.
1.8  Limitations to the Study
Though it makes contributions, this study has several restrictions. First, the study is limited geographically to Thinkers Corner, Enugu, which could limit the generalizability of the results to other areas with various tax systems and economic conditions. Second, this study is limited to a single company ie; Roban Stores, what this means is that the amount of information is constrained. This affects the ability to get a fair and well informed view on the topic and a proper solution to the problem. Third, this study mostly addresses taxation as a determinant of business success, without giving much thought to other possible elements such access to capital, infrastructure, and market circumstances that might also greatly affect small-scale businesses (Olufemi & Adebayo, 2017). These constraints imply that future studies should investigate larger geographic areas and include more variables to offer a more complete study of medium-scale business growth causes.
1.9  Definition of Terms
TAX: Tax is a mandatory financial charge or tax applied by a government to support public projects on people, companies, or other entities. Direct taxes; such as income tax or indirect taxes such as value-added tax (VAT) play a vital part in revenue generation for government activities; (Musgrave & Musgrave, 1989).
COMPANY INCOME TAX (CIT): Corporate Income Tax (CIT) is the tax paid on profits of incorporated businesses functioning inside a nation. Under the firms Income Tax Act (CITA), this tax is paid in Nigeria on the income of corporate organizations at a designated rate—currently 30% for big firms and 20% for small enterprises with a turnover less ₦100 million. CIT serves to control business financial behavior and help government income generation. Akwe (2020) claims that CIT greatly influences corporate decisions including investment, reinvestment, and expansion, particularly in emerging nations with quite high tax rates and demanding compliance load.
TAX BURDEN OR TAX BASE: The total amount of income, assets, or transactions subject to taxation within a given jurisdiction is known as the tax burden, sometimes referred to as the tax base; it is the financial load imposed on individuals and companies by the government through taxation, so impacting economic behavior and investment decisions (Slemrod & Yitzhaki, 2002).
VALUE ADDED TAX (VAT): From manufacturing to the point of sale, Value Added Tax (VAT) is a sort of indirect tax paid on the consumption of products and services at every level of the supply chain. Currently charged at a rate of 7.5% on taxable goods and services, VAT is governed in Nigeria under the VAT Act. Remitting the VAT paid to the government following VAT paid on their own purchases, companies function as collection agents. VAT is meant to bring in money and light the tax load on manufacturing as well. As Ezejiofor and Olise (2021) point out, VAT is now a significant source of internally produced income for Nigeria, but because of record-keeping requirements and delayed input tax refunds it can also present compliance difficulties for small enterprises.
MEDIUM SCALE ENTEPRISE: Medium scale business is another term used occasionally here. This company has a good number of employees and does not have a particularly big sales volume.
THINKERS CORNER:  One notable site in Enugu State, Nigeria is Thinkers Corner. Rising commercial center with a range of  medium-scale businesses comprising retail stores, service providers, and manufacturing facilities hosts The region is deliberately located in Enugu to support local economy and economic activity. Different tax rules enforced by the Enugu State government affect the operations and expansion of companies in the area.
EXCESS BURDEN OF TAX: In economics, the excess burden of taxation, also known as the deadweight cost or deadweight loss of tax is included as one of the economic losses that society suffer as the result of taxes or subsidies.
PROFIT AFTER TAX (PAT): Profit After Tax (PAT) is the net income a company keeps after subtracting from its gross income all operating expenditures, interest, depreciation, and taxes. PAT stands for the last bottom-line profit accessible for either reinvestment into the company or distribution to owners. It is a main measure of long-term viability and financial performance. Uchenna and Ofoegbu (2022) say that PAT is a vital benchmark for assessing how tax policies affect company profitability, particularly for small-scale businesses running under narrow margins and are very vulnerable to tax changes.













CHAPTER TWO
LITERATURE REVIEW
2.1 Conceptual Review
2.1.1 Taxation
The phrase "taxation" refers to the procedure by which people, businesses, or organizations are forced to transfer or pay money to the government for the purpose of being utilized for public purposes. Fundamentally, it is a tool used by the government to create money and influence economic activity. Musgrave and Musgrave (2014) claim that taxes are the means by which a government forces a mandatory financial contribution on people and companies to support public good and service expenditure. This emphasises how taxes help to finance important state obligations. Taxes, according to Bhartia (2019), are the mechanism by which a sovereign state gathers money from its people to support its administrative and development projects. This definition stresses the twin goals of taxes: development and administration. From Nzotta's perspective (2007), taxes are a means of funding government operations by levies or financial charges applied to people, businesses, land, or transactions. Underlining taxation as a financial tool for governmental power and control, his method emphasises. The Organisation for Economic Co-operation and Development (OECD, 2020) claims that taxes are the tool governments use to arrange the financial resources needed to support economic stability, distribute income, and offer the population necessary services. This more general view combines social justice with financial responsibility. The major objectives of taxes in Nigeria, according to Okonkwo and Hassan (2021), are to regulate economic activity, generate money for the government, and control income distribution and employment. 

A number of factors affect the process of income generation by taxation; the most crucial of which are the tax base and tax rate. The tax rate is the amount charged per unit of the economic activity or income upon which taxes are levied; the tax base is that which underlines this. Adebayo and Olamide used the phrase "tax base" quite often. The total amount of income, assets, or transactions subject to taxation within a given jurisdiction is known as the tax base. The main source of income for the Nigerian government is taxes; so, it makes deliberate efforts to maximize this source. Still, it is impossible to overlook how taxes affect the economic agents in charge of bearing the tax load. 
Adeleke (2022) claims that a good tax policy should be able to guarantee that it is fair and simple as well as help inclusive development. Tax systems must be transparent and dependable to avoid sudden changes that can cause business anxiety. Consistent tax policies help to increase investor confidence, raise production, and lower the possibility of tax avoidance. 
For individuals who pay taxes, regardless of their form or method of application, they have consequences. Regarding manufacturing, consumption, savings, investment, and employment trends, Ibrahim and Ogundele (2021) propose that tax laws might either favorably or unfavorably change these trends. Taken overall, these consequences are known as the economic consequences of taxes. 
Emphasizing that the tax system should be seen as an integrated part of the greater economic framework rather than in isolation, Eze and Abubakar (2023) stress This is something one should give thought. A atmosphere of ambiguity is created when tax regulations are changed frequently and inconsistently. This environment promotes evasive conduct with relation to taxes and reduces production in general. Consequently, qualitative evaluations of tax systems are focusing more and more on the larger impact that tax systems have on economic players in addition to their possible capacity to earn money.


2.1.2  Principles Of Taxation
Modern public finance literature outlines as the fundamental ideas of taxation convenience, certainty, economy, and equity (Nwankwo & Bello, 2020). To guarantee equity and effectiveness in tax collecting and administration, these values are absolutely vital. Taxes should be reasonably distributed, simple to compute, economically efficient, and predictable. 
Notwithstanding these guiding ideas, many Nigerian business owners especially those in the small and medium enterprise (SME) sector, remain uninformed of their tax responsibilities. The World Bank (2022) claims that many SMEs do not know the kinds of taxes relevant to their companies, how tax assessments are done, or the advantages of tax compliance. Many times, this disparity results from tax authorities' inadequate public sensitivity. 
To close this divide, Aliyu and Okafor (2023) underline the need of focused awareness campaigns and better taxpayer education. Particularly in the informal sector, business owners should be sensitive on the type of taxes, the justification for their application, and the advantages of compliance for not only national development but also the sustainability of their own businesses.
2.1.3 Company Income Tax (CIT)
Company Income Tax (CIT) refers to the levy imposed by a government on the earnings of incorporated firms operating within its territory. In Nigeria, this tax is governed by the Companies Income Tax Act (CITA), Cap C21, LFN 2004 (as modified), and is administered by the Federal Inland Revenue Service (FIRS). It is charged on the profit of registered companies, excluding those involved in petroleum operations (which are taxed under a separate regime). The current CIT rate in Nigeria is 30% for large firms, whereas small companies with an annual turnover below ₦25 million are exempt, and medium-sized enterprises (₦25 million to ₦100 million revenue) are taxed at 20% (FIRS, 2023). 
The history of corporation income taxation in Nigeria extends back to colonial times when tax structures were implemented largely for revenue creation by the colonial authorities. Over the decades, especially post-independence, CIT evolved as a major pillar of Nigeria’s fiscal strategy. Its key purposes include producing money for the government, redistributing income, controlling corporate behavior, and fostering economic development through fiscal incentives (Ogundana et al., 2021). In theory, CIT is supposed not just to function as a fiscal instrument but also to affect investment patterns, corporate governance, and transparency in financial reporting. 
For major firms, CIT can be considered as a reasonable contribution to national development. However, for small-scale firms, especially in emerging economies like Nigeria, it is typically viewed as cumbersome. Medihm enterprises often operate with limited capital, low profit margins, and often lack the capacity to comply with the complex tax documentation and reporting requirements. According to Adebayo and Adedeji (2020), CIT compliance requirements, such as audited financial statements, tax clearance certificates, and frequent assessments impose indirect costs that inhibit business expansion and force many SMEs into the informal sector. 
Moreover, empirical research have established a significant association between CIT and business profitability. Uzonwanne (2021) observed that high CIT rates negatively effect profit after tax and lower retained earnings that could have been utilized for business growth. This is especially true for small amd medium enterprises that lack economies of scale and struggle to withstand tax shocks. Likewise, Abiola and Adesina (2023) contended that erratic changes in CIT rates or enforcement procedures raise uncertainty and inhibit long-term planning among entrepreneurs. 
Recent years have brought reforms meant to increase CIT's fairness and efficiency. The Finance Act 2019 and subsequent changes have lowered thresholds, created digital filing systems, and defined exemptions to improve compliance for small and medium firms. However, studies like that of Chukwuma and Okoye (2022) suggest that while reforms are promising, implementation gaps such as lack of taxpayer awareness and poor record-keeping continue to hinder their effectiveness. 
Although CIT is still a necessary instrument for national income and economic control, its structure and application should be calibrated so as to encourage rather than hinder the expansion of small-scale businesses. A well-designed and fairly enforced CIT system can boost the tax base of the nation, promote voluntary compliance, and foster inclusive economic development.
2.1.4 Value Added Tax (VAT)
Value Added Tax (VAT) is a sort of indirect tax applied on the consumption of goods and services at each stage of the manufacturing and distribution process. Unlike direct taxes, VAT is ultimately borne by the final consumer but collected and remitted by businesses at each transaction point in the value chain. In Nigeria, VAT is governed by the Value Added Tax Act, Cap V1, LFN 2004 (as modified) and is handled by the Federal Inland Revenue Service (FIRS). As per the Finance Act 2020, Nigeria’s VAT rate was hiked from 5% to 7.5%, a measure aimed at raising government revenue despite widening fiscal deficits (FIRS, 2021). 
VAT's arrival in Nigeria in 1993 was a component of a larger fiscal reform project meant to move focus from oil income to internally produced revenue. VAT's broad base, relative simplicity of collecting, and seeming neutrality in not skewing production decisions help to justify it. VAT is meant to be self-policing since companies can only claim input VAT credits if their suppliers are also VAT-compliant, hence promoting voluntary compliance all across the supply chain (Nwankwo & Odo, 2021). 
Still, the efficiency of VAT in Nigeria particularly in relation to medium sized businesses remains under question. Many small and medium businesses run in the unofficial sector and may not know their VAT responsibilities or lack the means to follow registration, invoicing, and remittance rules. Ezejiofor and Olise (2021) claim that the administrative load of VAT compliance including accurate record-keeping and timely remittance much influences the running expenses of small businesses, many of which lack sophisticated accounting systems. 
Furthermore, if improperly controlled, the VAT cascade effect where every transaction has a tax burden may result in higher costs of products and services. Business owners, particularly in industries with low profit margins, often object as a result. Medium businesses may avoid VAT registration entirely to remain competitive, Ukaegbu and Omoniyi (2023) noted, a strategy that fuels tax evasion and weakens the VAT chain. 
Notwithstanding these difficulties, VAT continues to be one of Nigeria's most consistent non-oil income sources. Adegbite and Babalola (2022) claim that VAT added about ₦2 trillion to Nigeria's consolidated income in 2021, therefore underlining its relevance to fiscal sustainability. To guarantee that VAT promotes rather than stifles small-scale firms, the writers, however, advise changes like improved VAT education, streamlined filing processes for SMEs, and technological integration to ease compliance. 
All things considered, VAT is a fundamental component of Nigeria's tax system; but, its effects on medium businesses mostly rely on its administration. Although it could be growth-friendly and efficient, the present system creates compliance issues that could compromise small business profitability. A more equitable and commercial-friendly tax environment depends on addressing these problems.
2.1.5 Profit After Tax (PAT)
After all expenses including running costs, interest, depreciation, and tax obligations; profit after tax (PAT) is the net earnings of a company less total income. It is the last financial outcome showing what a business keeps for either distribution to shareholders, savings, or reinvestment. Analyzers, investors, and company owners all utilize PAT as a fundamental profitability indicator to assess the long-term viability and financial situation of a company. PAT small businesses decide whether they can increase operations, staff, or weather economic shocks (Olowoikere & Adeleke, 2021). 
PAT becomes especially more important in Nigeria, where small enterprises generally battle with limited margins, regulatory hurdles, and expensive running expenses. Adebayo and Aladejana (2022) claim that any element that greatly lowers PAT such as higher tax rates or ineffective tax compliance systems may endanger the viability of small businesses. Medium scale businesses sometimes rely mostly on retained earnings as their main source of cash for reinvestment and expansion, unlike bigger companies who might have financial buffers or lending access. 
Since more tax obligations lower the profit left at the conclusion of the fiscal year, taxation directly influences PAT. Tax-related deductions (such as Company Income Tax and Value Added Tax) account for a sizable share of overall expenses for SMEs in Nigeria, according to Uzonwanne (2021), who occasionally show negative net profit margins. Common issues in Nigeria's dispersed tax administration, various levies or uneven tax enforcement, have a more noticeable impact on enterprises. 
Moreover, banking institutions regularly watch PAT to evaluate small business creditworthiness. Low PAT prevents banks from lending money to SMEs, hence creating a financing gap that further limits development, as Ogunyemi and Okoro (2020) observe. This starts a vicious cycle whereby low profitability limits access to credit and the shortage of cash keeps companies from raising production or extending their market reach. 
Scholars such as Ibrahim and Suleiman (2023) advise the implementation of tax reliefs, waivers, and simplified reporting systems for micro and small businesses in order to raise higher PAT levels and general financial stability. They contend that inclusive economic development and eventually more tax compliance depend on increasing profitability at the base of the corporate pyramid. 
PAT is essentially a basic guide of how tax regulations, running conditions, and financial management strategies interact to determine the survival and scalability of medium-scale businesses. The dependent variable in this study is a measurable result through which the effect of taxes on corporate success may be fairly evaluated.
2.1.6 Tax Policy in Nigeria
Any country's economic environment is greatly shaped by its tax policy. International institutions including the World Bank and the International Monetary Fund (IMF), which have supported tax systems that are efficient, wide-based, and fair, have affected tax reforms (World Bank, 2021). Among the several underdeveloped nations touched by these reforms is Nigeria. Tax changes are used by governments, according to Ogunyemi and Adewale (2022), to match their fiscal policies with medium- to long-term economic goals. Encouragement of investment, improved public service delivery, and maintenance of a stable macroeconomic environment comprise these objectives. 
Conversely, in Nigeria, the main goal of tax policy has been to give the government the most amount of income feasible. This has therefore often resulted in the neglect of other important objectives including the fair distribution of income and the effective use of resources (Adebisi & Gbegi, 2020). Many tax authorities focus their efforts on changing tax rates and expanding the tax base to increase income collecting, claims Okoye et al. (2021). But this approach usually does not produce any improvement in administrative justice or efficiency. 
One of the ongoing difficulties the Nigerian tax system faces is the several taxes and levies imposed at different levels of government in the nation. Research by Eze and Udeh (2023) indicates that companies, especially small and medium-sized businesses (SMEs), pay a range of formal and informal taxes. Among these taxes are income tax, development levies, signage fees, business registration fees, and environmental charges though they are not limited. This overlapping and often inconsistent tax burden limits business operations and also runs counter to more general economic goals including the control of inflation, the stimulation of investment, and the advancement of employment opportunities. 
Lack of institutional coordination has often dogged the design of Nigerian tax policy. Aliyu and Okafor, 2023 Most changes to tax laws are made on an ad hoc basis, motivated more by short-term budgetary constraints than by data-driven, long-term economic planning. This explains most changes in tax laws made. Particularly in the unorganized sector, the lack of a consistent tax philosophy has led to a disjointed government, poor compliance, and extensive tax evasion. 
According to Okon and Ibrahim (2022), who polled small and medium-sized business (SME) operators in the state of Cross River, traders not only have to cope with the regular imposition of new taxes but also with upward reviews of existing taxes without sufficient consultation or communication. Usually passed on to consumers as more prices, these financial obligations help to explain the pressure of inflation and compromise consumer welfare. 
To reach sustainable economic growth and assist the expansion of its small and medium-sized business sector, Nigeria must have a more open, harmonic, and business-friendly tax policy. Reforms should thus not only focus on the creation of income but also on the development of a stable economic environment that supports entrepreneurialism, innovation, and inclusive development (Nwachukwu & Bello, 2023).
2.1.7 Overview of Small and Medium Enterprises (SMEs) in Nigeria
Small and medium-sized businesses (SMEs) have greatly contributed to the economic growth of many nations developed as well as developing ones. Small and medium-sized businesses (SMEs) are especially significant in Nigeria since they have the ability to drive employment, support industrialization, and stimulate innovation. As said by the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), the number of employees and asset base define small and medium enterprises (SMEs) in Nigeria. Usually speaking, a small business consists of ten to forty-nine people and assets valued between five million and fifty million rupees (except from land and buildings). Conversely, medium businesses have fifty to ninety-nine employees and assets valued up to five hundred million rupees (SMEDAN, 2021). 
The National Bureau of Statistics (2020) claims that small and medium-sized businesses (SMEs) rule the corporate scene in Nigeria, accounting for over 90% of all businesses and significantly impacting GDP as well as unemployment. Essential participants in the process of rural development and the reduction of extreme poverty are local resource users, their adaptability, and capacity to change with the times. Small and medium-sized businesses (SMEs) are especially active in sectors including commerce, manufacturing, agriculture, and services, which makes them significant drivers of inclusive economic growth. 
Though important, small and medium-sized businesses (SMEs) in Nigeria face a range of challenges including limited access to financial resources, poor training, poor infrastructure, and weak institutional support. One of the most urgent problems, according to Okafor and Eze (2022), is the weight of taxes, more especially, their complexity and multiplicity across several tiers of government. Many small and medium-sized businesses (SMEs) operate informally because they cannot follow tax laws, so limiting their access to credit and government support programs. 
Moreover, the informal character of many small and medium-sized businesses (SMEs) in Nigeria makes tax authorities' inclusion of them challenging. This yields a small tax base and lost chances to bring in money. This then affects the government's capacity to provide infrastructure and basic services, in which small and medium-sized businesses (SMEs) depend. 
With Roban Store at Thinkers Corner as a case study, this is the setting in which the study looks at how tax policies and practices affect small and medium-sized businesses (SMEs). Identifying policy recommendations that can foster an environment that is more conducive to the growth of small and medium-sized enterprises (SMEs) and gaining a better understanding of the dynamics between taxation and the development of SMEs is the goal.
2.1.8 Relevance of Small Scale Enterprises to the Development of the Economy
Small and medium-sized businesses (also known as SMEs) are indispensable part of the national economic development process because of their flexibility, capacity for innovation, and ability to promote inclusive growth. Important ways in which they help to strengthen the economic fabric of developing nations like Nigeria are the provision of employment opportunities, encouragement of entrepreneurial activities, and provision of a vital link in the value chain for big businesses. Apart from being the main sources of employment possibilities, small and medium-sized businesses (SMEs) significantly help to lower poverty rates and distribute wealth (OECD, 2021). 
Small and medium-sized businesses (SMEs) have a great advantage in that they can low-capital investment produce goods and services for both final and intermediate users. Their capacity makes them perfect for labor-intensive sectors, especially in areas with high unemployment. Particularly in the informal sector, Liedholm and Mead (1999) contend that small and medium-sized businesses (SMEs) are the main drivers behind significant employment and income possibilities. Through these companies, which provide a means of entrance, most of the population in Nigeria especially young people and women can engage in economic activity. 
Small and medium-sized companies also offer rich ground for creativity. Particularly in niche markets, they often lead the way in the creation of fresh technologies, business models, and products. Smaller companies, according to Petty et al. (2017), were the source of a notable share of the technological and process innovations launched since the middle of the 20th century. The flexibility of these businesses helps them to quickly respond to changing consumer expectations and market trends, so supporting the general dynamic character of the industrial sector. 
Through encouraging industrial links, small and medium-sized businesses (SMEs) help to stimulate regional development. For bigger businesses, they provide backward and forward integration since they distribute completed goods and act as suppliers of intermediate goods. Olusoji (2020) claims that many countries who have effectively industrialized their economies did so by implementing focused strategies for the development of small and medium-sized businesses (SMEs), so using these strategies as channels for economic diversification and innovation diffusion. 
Small businesses also help to promote the use of circular manufacturing techniques and make use of the resources in their nearby areas, so supporting sustainability. Eze (2019) claims that small and medium-sized businesses (SMEs) in Nigeria regularly recycle waste and byproducts from bigger companies, so adding value and lessening environmental impact. This helps indigenous technology and skills to grow in addition to supporting the effective use of resources. 
Especially remarkable is their help in generating employment possibilities. Small and medium-sized businesses (SMEs) account for about 70% of the industrial employment in Nigeria, claims Ukeje (2021). This great employment capacity not only reduces reliance on public sector jobs but also boosts household income and national consumption of goods and lessens reliance on jobs. Often playing a key part in the local economy, small and medium-sized businesses (SMEs) support livelihoods and help to stop migration from rural to metropolitan areas. 
Notwithstanding these contributions, structural problems often underlie the potential of small and medium-sized businesses (SMEs). Among these difficulties are limited financial access, poor infrastructure, and government inconsistent support. Particularly taxes remain a two-edged sword: although they are necessary for the country's development, poorly crafted or too aggressive tax policies can impede the expansion of small and medium-sized businesses (SMEs) and discourage formalization. Targeted policies help to solve these issues so releasing the full potential of small and medium-sized businesses (SMEs) in Nigeria's economic development.
2.1.9 Effects of Taxation on Small and Medium Scale Enterprises
The consequences of taxes on small and medium-sized businesses (SMEs) cover a broad spectrum of operational and financial changes resulting from tax responsibilities. Depending on the way they are organized and handled, taxes which are required for the collecting of public funds have either positive or negative effects on production, investment, consumption, and the expansion of businesses. Small businesses also are especially sensitive to taxes because of their limited administrative and financial resources. Small businesses especially should find this true. 
Taxation often reduces the availability of disposable resources to entrepreneurs, so limiting their ability to reinvest profits for the aim of growing their companies. Taxes, according to Anyanwu (1997), have the ability to distort patterns of production and investment, so regularly redirecting resources away from channels of economic viability. Making a similar case, Seddon (1975) said that taxes affect the capacity and desire of people and companies to work, save, and invest, so influencing the distribution of the already available resources for efficient use. Though these consequences are not always negative, they have a tendency to disproportionately limit small businesses that are not strong enough to withstand outside financial pressure. 
Recent studies keep underlining the disproportionate tax load small and medium-sized businesses (SMEs) incur. Small and medium-sized businesses (SMEs) in Nigeria are not only subject to high tax rates but also a convoluted and scattered taxation system that causes regular and often repeated payments according to the World Bank (2020). Many taxes apply, including income tax, development levies, signage fees, and market taxes, so overlapping tax responsibilities arise. For small businesses, these overlapping tax obligations greatly raise the running expenses. Eugenia (2004) had earlier noted that such obligations discourage business formality and impede the expansion of entrepreneurial activities, especially in states like Cross River where daily tax demands are common. 
Furthermore, poorly controlled or too high taxes can greatly reduce the cash flow of small businesses. Longenecker et al. (2016) claim that taxes often significantly affect the liquidity of small and medium-sized businesses (SMEs), so making it challenging for these companies to meet their operational expenses, invest in innovation, or scale their operations. Small and medium-sized businesses (SMEs) are left with little space for reinvestment or workforce expansion when a sizable amount of a company's income is consumed by taxes, so limiting their total contribution to economic development for the nation. 
The complex rules controlling taxes present still another major challenge. As Lindsey (2017) notes, the complexity of tax laws and administrative processes in many developing nations causes compliance burdens disproportionately affecting small businesses. This is so because both of these laws and processes are convoluted. Navigating these criteria usually calls for resources small and medium-sized businesses (SMEs) simply cannot afford. Among these tools are legal counsel, accounting services, and time lost to tax-related bureaucracy. These challenges discourage formalization and might even drive small businesses into the unofficial economy, in which case they can avoid paying taxes completely but lose access to legal protection and financial support. 
Leontjeva (2017) advocates a simplification of tax systems and a lowering of the regulatory load on small and medium-sized businesses (SMEs). This covers not only lowering tax rates but also clarifying policies, grouping several levies, and, as much as possible, streamlining administrative obstacles. His case is that a more supportive tax system would boost company productivity, inspire investment, and motivate more companies to join the official sector. This would lead to an increase in the tax base over time instead of a smaller tax base due to too demanding standards. 
Whereas a tax system that is onerous or erratic runs the risk of undermining the very economic sectors it seeks to support, a well-designed tax system marked by justice, clarity, and efficiency can support corporate development. To sum up, taxes remain a necessary instrument for the national development and revenue generation. Nonetheless, the way taxes are implemented and structured has important consequences for the sustainability and expansion of small and medium businesses.
2.1.10 Challenges of Small and Medium Scale Enterprises
Small and medium-sized businesses (also known as SMEs) are, many believe, the engines of economic growth, job creation, and innovation. Still, despite their importance, small and medium-sized businesses (SMEs) in many different countries especially in underdeveloped countries like Nigeria, face a lot of challenges that limit their capacity to remain sustainable and grow. 
Although some problems are unique to particular areas because of sociopolitical or economic peculiarities, most of the basic problems are the same even if different geopolitical areas have different traits. For example, a 2004 Organization for Economic Co-operation and Development (OECD) study on small and medium-sized businesses (SMEs) in Turkey found that among the ongoing issues Turkish SMEs encounter are consistent policy, limited access to finance, inadequate technical expertise, and low degrees of technological adoption. Small and medium-sized businesses (SMEs) face comparable difficulties in other regions of the globe including Europe, Sub-Saharan Africa, Asia (including the Philippines and Malaysia), and South-east Asia. 
Considering the situation in Nigeria, these challenges are especially more noticeable. Uzor ( 2004) claims that the design of policies aggravates the difficulties small and medium-sized businesses (SMEs) in developing nations experience not only but also the shortcomings of the market system overall. Particularly common in Nigeria, one of the most important obstacles is the limited availability of short- and medium-interest capital. Some of the reasons financial institutions, especially commercial banks, are often reluctant to lend money to small and medium-sized businesses (SMEs) are their inability to satisfy collateral, poor credit histories, inadequate financial documentation, and low managerial competency requirements. Because of their lack of a credit information system and strict lending criteria, smaller companies are disproportionately shut off from official credit markets (CBN, 2020). Lack of sufficient credit information infrastructure aggravates this issue even more. 
Apart from the problem of funding, small and medium-sized businesses (SMEs) in Nigeria encounter several structural and institutional difficulties. Research by Chu, Kara, and Benzing (2008) and supported by more recent studies (SMEDAN & NBS, 2021) indicates that these include extremely high operating costs, erratic power supply, a lack of reliable infrastructure (such as roads, water, and information and communication technology), and bureaucratic bottlenecking. Furthermore, a lot of small businesses, especially in urban and peri-urban areas—where theft, vandalism, and social instability daily threaten the operations of these companies suffer from insecurity. 
Small and medium-sized businesses (SMEs) also usually deal with an erratic regulatory environment marked by several taxes, overlapping levies, and uneven policy execution. This surroundings create uncertainty and deters creating long-term plans. Because of the general corruption and lack of openness that exists inside government institutions, small businesses find it difficult to negotiate administrative procedures, obtain business support services, and profit from government intervention programs. 
Another major challenge that has to be conquered is the restrictions of human resources. Many small business owners lack the financial means required to attract or retain qualified staff members and often lack formal management training or technological expertise. Wale-Awe (2000) and revised by modern studies (IFC, 2022) point to poor business planning, inadequate record-keeping, and ineffective operations resulting from which competitiveness and long-term viability are diminished. Among other elements influencing this are ineffective operations. 
In essence, small and medium-sized businesses (SMEs) in Nigeria face a wide range of difficulties including policy inconsistency, financial restrictions, infrastructure shortcomings, and poor institutional support. These obstacles not only limit their capacity to help the country grow but also make them seem to be "high-risk ventures" to companies offering financial services and possible investors. If these structural problems are not resolved with focused reforms and consistent support, the transforming power of Nigeria's small and medium-sized enterprise (SME) sector may stay mostly unrealized.
2.2 Theoretical Review
2.2.1 Ability-to-Pay Theory of Taxation
Originally supported by economists like Adam Smith and later developed by later thinkers like Arthur Cecil Pigou, the Ability-to- Pay Theory of Taxation holds that taxes should be collected depending on the capacity to pay of an individual or entity. The fundamental idea is that taxpayers should share the tax load fairly such that those with higher incomes or more wealth contribute more to public revenue than those with less (Musgrave & Musgrave, 2018). Considered as the basis for progressive tax systems, this theory is also generally agreed upon as a fair assessment of taxation. 
This theory becomes especially important in the framework of small and medium scale businesses (SMEs). Though they have limited capital, low profit margins, and erratic income, SMEs are subject to the same or similar tax rules as bigger companies. Applying the ability-to- pay principle should mean that tax policies are set to recognize the financial reality of smaller businesses, so ensuring that taxes do not impede their survival or development (Uzonwanne, 2020). 
Oboh and Isa (2021) claim that inadequate reflection of taxpayers' actual economic capacity by taxation systems results in distortions in business performance and investment choices. This is especially clear in Nigeria, where several layers of taxes—often poorly coordinated between federal, state, and local authorities—cause too heavy tax burdens on SMEs, so contradicting the fairness envisioned in the ability-to-pay approach. The theory thus emphasizes in the Nigerian setting a discrepancy between ideal tax policy and actual application. 
Moreover, Odusola (2022) underlines that a fair tax system should take into account the indirect expenses of compliance and enforcement, which usually affect smaller companies more strongly. If followed, the ability-to- pay theory supports a proportional relationship between taxes and economic capacity, which could improve compliance, encourage business development, and over time increase government revenue. 
All things considered, the Ability-to- Pay Theory offers a helpful prism through which one might view how taxes affect SMEs. Especially in developing countries like Nigeria, it highlights problems of tax equity, administrative efficiency, and the wider consequences of taxation policy on business development.
2.2.2 Benefit Theory of Taxation
According to the Benefit Theory of Taxation, people and companies should pay taxes commensurate with the advantages they gain from public services (Musgrave & Musgrave, 2018). Just as consumers pay for goods and services in the private sector, taxpayers should help government revenue depending on the degree to which they benefit from public goods including infrastructure, security, and regulatory support. This theory sees taxation as a form of exchange or contractual relationship between the state and the taxpayer. In theory, especially in matching taxpayer contributions with the services provided by the government, this approach is meant to guarantee justice and responsibility in tax systems (Khan & Zafar, 2020). 
Practical application of the benefit theory has, however, come under much criticism. Particularly in the case of collective or non-excludable public goods like law enforcement or road infrastructure, the challenge in fairly measuring the benefits acquired by every taxpayer is one main problem. Strong adherence to this theory could also lead to regressive taxation, in which low-income people or small businesses pay disproportionately higher taxes because they depend more on public services—a situation that runs against social justice and equity (Akintoye & Tashikalma, 2021). 
This theory emphasizes in the Nigerian setting the discrepancy between public service delivery and tax load. Despite little infrastructure support or financial incentives in return, many small businesses carry significant tax loads (Uchenna & Ajayi, 2023). This gulf compromises public compliance and morale among taxpayers. Should taxpayers—especially those in the small business sector—feel that their taxes are not sufficiently helping them, they could turn to tax evasion or unofficial sector activities. Therefore, even if the Benefit Theory offers a conceptual justification for taxes, its practical constraints especially in developing countries must be resolved by inclusive and open tax reforms.
2.2.3 Cost of Service Theory
The Cost of Service Theory holds that taxes should be paid based on the real cost the government bears in running specific public services to people or companies. Advocates of the fairness and justice in taxation contend, according to Auerbach and Feldstein (2019), charging citizens in line with the usage of the principle is consistent with the application of the principle. This theory holds that taxes are like a user fee; those who use government services are the ones bearing financial responsibility for their delivery. The theory is most relevant in cases when one can attribute the cost of services to particular users and the cost of services is rather easy to know. For postal services, for instance, the theory is most relevant; for electricity supply, or railway transportation, also (Keen & Slemrod, 2021). 
Conversely, the pragmatic implementation of this theory is quite limited, especially in developing nations like Nigeria. Regarding collective goods like law enforcement, national defense, and court systems, it is almost impossible to ascertain personal consumption or benefit. Still, a good deal of government spending goes toward these shared resources. Dalton's argument, which Obara and Dangana's 2022 article referenced—is that taxes are essentially a mandatory contribution for the good of the society as a whole rather than a direct trade of goods or services. Apart from their unworkability, trying to measure or profit from such services on a per-citizen basis could also lead to a notable rise in inequality. 
Application of the cost of service principle could further marginalize populations that are already undersserved, especially small scale businesses in rural or economically deprived areas, in Nigeria, for example, where the delivery of public services is often unequal and infrastructure development is skewed. Moreover, a rigorous cost-based strategy might unfairly load the tax load on people least able to pay it. This is particularly true in cases when basic services including security, education, and healthcare are not sufficiently given (Agbonlahor & Olalekan, 2023). 
Therefore, even if the Cost of Service Theory offers a theoretical prism for connecting taxes to the delivery of public services, its application in the real world presents major equity and feasibility issues. Modern tax systems must combine this theory with others, such the principle of the ability to pay, to ensure that taxation continues to be both fair and competent of functioning in a range of socioeconomic settings.
2.2.4 Proportionate (Flat-Rate) Principle of Taxation
Many classical economists, including J. S. Mill, supported the Proportionate Principle also referred to as flat-rate taxation. According to Mill (20211), enforcing a uniform tax rate over all income levels guarantees that every citizen makes a "equal sacrifice". Using this approach, everyone pays the same percentage of their income, so preserving simplicity and simplicity of administration. Advocates of a flat tax rate highlighted in Smith and Turner (2019) how it removes the distortions linked with several tax brackets and lowers the chances for bracket-hopping or avoidance. 
Modern ideas of public finance, however, have mostly turned away from this point of view. Empirical studies find that the marginal value of every extra unit of income falls as income rises. Consequently, a flat rate burdens those with lower incomes rather more than it does those with higher incomes (Bird & Zolt, 2020). Therefore, a tax that is strictly flat compromises vertical equity, so stranding low-wage workers and small businesses, both of which already run with thin margins and limited liquidity. 
Most modern tax systems thus embrace progressive taxation, in which greater incomes are taxed at higher marginal rates. This is carried out to meet goals related to equity as well as those of income generation. Progressive structures acknowledge the idea of declining marginal utility, claims Slemrod and Bakija (2021). At the same time, these systems shield lower-income households and small businesses from unsustainable tax loads. High-income earners, who experience less additional satisfaction from each dollar, thus contribute a larger share of the total financial resources. This critique clarifies the reasons behind the likelihood that a flat, proportionate approach would aggravate inequality and impede the expansion of small and medium businesses in the Nigerian setting, so negating the promotion of justice.


2.3 Empirical Review
1. Okonkwo and Adeyemi (2020) investigated closely how tax control affected the profitability of small-scale retail stores in Anambra State, Nigeria. The study used structured questionnaires sent to 250 registered retail business owners to assess the link between tax rates and profit after tax (PAT) by means of regression analysis. The results showed that high tax rates especially local levies and sales-based taxes much lowered PAT among small stores. Many times, retailers passed these expenses on to customers via price hikes, which diminished competition and lowered sales. The writers came to the conclusion that poorly designed taxes limit the financial possibilities of micro and small retail companies by straying their funds. To boost growth and reinvestment, the report advised tax holidays for small enterprises and harmonizing of taxes.
2. Ogundele and Bamidele (2021) investigated in Oyo State the effects of tax compliance rules on the viability of retail small-scale businesses. Combining polls with in-depth interviews from 180 SMEs running local markets and shopping centers, the study took a mixed-methods approach. Compliance expenses including the requirement to hire advisors, create thorough financial accounts, and negotiate several regulatory agencies erode firm capital and inhibit formal registration, according the report. Many respondents said they paid more than 15% of their monthly salary for tax-related expenses. According to the study, this compliance load immediately reduced profitability and drove some companies back to unofficial activities in order to avoid tax scrutiny. It demanded streamlined filing systems and mobile tax education programs to raise compliance while maintaining corporate margins.
3. Eze and Eze (2022) With an eye toward retail firms functioning inside urban markets, Eze and Eze conducted a study in Enugu State to investigate how tax compliance expenses affect the profitability of small and medium businesses (SMEs). The study, which included 200 SMEs, used multiple regression analysis to evaluate how expenses connected to tax filing, bookkeeping, and consulting affected profit margins. Tax compliance expenses and profitability displayed a clear negative correlation according the results. Higher compliance cost paying SMEs were found to have slower company growth and poorer PAT than their competitors running informally. Although tax payment is required, the writers underlined that government agencies should try to lower compliance obstacles if taxes is meant to encourage rather than hinder the growth of businesses.
4. Ibrahim and Salihu (2021) with an eye toward Kano State's retail sector, Ibrahim and Salihu examined how taxes affect small business owners' investing behavior. Descriptive and inferential statistics were included into the study using survey data from 150 participants. Results revealed that changing tax laws and unannounced rate adjustments lowered business confidence and determined fixed expenditure in shop growth, equipment upgrades, and inventory restocking. Business owners said that long-term planning was challenging due to regular tax audits, delayed payments, and lack of tax authority consultation. The study came to the conclusion that enabling small firms to grow their operations and make wise investment decisions depends critically on stable and predictable tax conditions.
5. Nwachukwu and Nwosu (2023) in a more recent study concentrated on digital tax reform, Nwachukwu and Nwosu assessed the influence of Nigeria's digital tax administration tools on SMEs profitability in the South-East, covering areas of Enugu State. Examining how the Tax Pro Max platform and other e-tax systems affected tax compliance and financial performance using structural equation modeling on data gathered from 300 small business owners, While digital technologies increased transparency and made tax filing more accessible for bigger SMEs, the results revealed that smaller retail enterprises battled with internet connectivity, poor digital literacy, and regular technical faults. As a result, the advantages of reform were not equally shared, and the lowest-performing companies kept suffering with compliance delays that degraded their PAT. For micro-retailers, the report advised focused digital literacy initiatives and offline support systems.
6. Adebayo and Aladejana (2024) looked at how taxes affect profit distribution and employment choices in small retail stores across Ogun State. Applying panel regression methods and using data from 220 small-scale businesses, the study found that high tax burdens not only lowered profits but also hampered employers' capacity to recruit new employees or raise pay. Many companies said they were paying taxes and penalty fees with profit that should have gone toward worker development. According to the survey, small firms have little chance to scale operations or increase their job base without customized tax incentives or relief schemes. Particularly in the urban retail sectors of Nigeria, the writers urged legislators to match taxation systems with employment generating objectives.
7. Okoye and Eze (2020) Among SMEs in Anambra State, Okoye and Eze (2020) looked at how tax compliance affected company performance. High tax rates and SME profitability had a strong negative correlation discovered by means of survey data and regression analysis. To improve SMEs' sustainability, the study advises tax reliefs sponsored by governments.
8. Lawal and Ogunleye (2020) investigated how several taxes affected Lagos retail companies' financial performance. The authors used panel data spanning five years from fifteen companies. Their findings revealed that several taxes greatly lowered net income and limited strategies of expansion.
9.  Adewale and Popoola (2021) looked at how changes in tax policy impact Nigerian SMEs' financial resilience. By means of a case study approach and tax consultant interviews, they discovered that policy uncertainty discouraged formalization and so hampered profitability.
10. Chukwuemeka et al. (2021) Using logistic regression analysis, Chukwuemeka et al. (2021) investigated how tax audit policies affected small business owners' income reporting behaviour. Frequent audits enhanced tax compliance but had a negative effect on reported profits due of perceived harassment.
11. Ibrahim and Hassan (2021) looked at how VAT affected Kano food distributor sales turnover. The writers examined time series data covering 2015 to 2020. They noted that although discouraged aggressive pricing policies, VAT payments were tightly linked to income growth.
12. Bamidele and Owolabi (2022) assessed how tax loads affect medium-sized Osun State businesses' reinvestment choices. Using descriptive and inferential statistics, the study revealed that too high tax obligations hampered operational scale-ability.
13. Okafor and Agwu (2022) looked at how operational costs of retail stores related to local government taxes. Their analysis found that non-uniform tax enforcement discouraged development and raised cost uncertainty.
14. Nwosu and Obi (2022) in South-East Nigeria, they looked at SMEs' response to digital tax payment systems. The results showed a notable increase in compliance, but they also highlighted technical and literacy-related issues compromising tax accuracy.
15. Ahmed and Gambo (2022) Using a mixed-methods approach, Ahmed and Gambo (2022) evaluated whether tax incentives improved startup profitability in Abuja. Their research revealed that although they suffered from low awareness, well crafted incentives improved capital retention and reinvestment.
16. Ekong and Edet (2022) looked at how Akwa Ibom's SMEs saw tax policy. They discovered that varying tax rates and unofficial levies discouraged formal sector participation, so restricting loan availability and growth prospects.
17. Umar and Bello (2023) Regression modelling was used by Umar and Bello (2023) to ascertain how corporate tax rates affected retained earnings in North-West manufacturing SMEs. The study found a strong inverse link between the variables.
18. Ifeoma and Uzor (2023) investigated how several taxes affected SMEs' liquidity situation in Enugu. Their findings indicated that tax-related cash flow restrictions lowered inventory levels and delayed supplier payments.
19. Mohammed and Yusuf (2023) In northern supermarkets, they looked at consumer buying patterns and VAT policy execution. Their results showed, particularly for price-sensitive consumers, a temporary decline in sales volume during VAT increases.
20. Odeyemi and Fashola (2024) looked at how Nigerian business longevity was affected by tax policy. Particularly in macroeconomic downturns, they discovered that responsive and encouraging tax agencies greatly helped businesses survive.
2.4 Summary and Gap in Literature
Examining pertinent literature has made clear how complicated and multifarious taxation is, and how it affects the profitability and expansion of small and medium-sized businesses (SMEs) in Nigeria. Particularly Company Income Tax (CIT) and Value Added Tax (VAT), taxation has repeatedly shown to be a major factor influencing SMEs' operational performance. The examined literature covers conceptual definitions of taxation, policies, ideas, and how they affect corporate results including Profit After Tax (PAT). 
From the conceptual review, taxes are shown not only as a revenue-generating tool but also as a policy instrument with broad consequences on production, savings, investment, and employment. While VAT is seen as a consistent but sometimes regressive consumption tax, company income tax is noted for its complexity and high compliance load. Emphasising PAT as a profitability indicator, it is clear that tax obligations greatly lower disposable income for scalability and reinvestment among SMEs.
The theoretical review anchored this study on two core tax theories:
Ability-to-Pay Theory: This suggests that distribution of tax obligations should follow financial capability of taxpayers. The argument is especially pertinent in support of progressive and fair tax policies for SMEs, which sometimes lack the financial resilience of bigger companies. It draws attention to how inflexible, one-size-fits-all tax systems disproportionately affect small businesses, so possibly stifling their profitability and future growth possibilities.
Benefit Theory of Taxation: This idea holds that people should pay according to the public services they use. But literature shows a discrepancy in Nigeria whereby SMEs pay significant taxes but usually lack corresponding infrastructure, legislative support, or tax incentives. Particularly in the retail industry, this conflict drives taxpayer apathy and lowers compliance incentive.
The empirical review covered 20 recent studies from 2020 to 2024. These works revealed several recurring findings:
1. Tax compliance expenses—including auditing, filing, record-keeping—lower SMEs' profitability. 
2. Business uncertainty results from regular tax audits, erratic reforms, and uneven application of laws. 
3. Usually, VAT and CIT obligations reduce PAT and discourage reinvestment. 
4. States and LGAs have rather different location-specific tax obligations. 
5. Digital tax reforms have promise but are constrained by low digital literacy among microbusinesses and inadequate infrastructure.
Despite the breadth of research, several gaps remain:
1. Profitability Focus: Although most previous studies address general business performance or sustainability, few particularly address Profit After Tax (PAT) as a financial metric to evaluate the direct impact of CIT and VAT on medium-sized companies like Roban Stores.
2. Geographical Specificity: Many studies use a national or multi-state methodology, neglecting the particular tax environment Enugu State and especially Thinkers Corner, where Roban Stores conducts business. The current work offers a localised analysis reflecting the real tax load on retail SMEs in the area.
3. Sectoral Focus on Medium-Scale Enterprises: Research on micro or small-scale businesses is rather common nowadays. This work especially centres on Roban Stores, a medium-sized business running at a different administrative and compliance level than unorganised traders.
4. Secondary Data Utilization: 4. Most of the current research depends mostly on original data including polls and interviews. By means of secondary data—financial statements—this study closes that gap by providing a more objective and quantifiable analysis of the link between taxation and profitability over a ten-year period.
5. Theory–Policy Disconnect: Although the theories of ability-to- pay and benefit direct public finance policies and tax justice, few studies use these models to SMEs in Nigeria. This study shows how misaligned tax systems can impede rather than promote business growth by matching empirical data with these theories.
By combining localised, theory-driven, and data-based analysis to assess how taxes influences the profitability of a particular medium-sized company—Roban Stores in Enugu—this study makes a unique contribution. Its conclusions will help to shape fair and development-oriented tax policy in Nigeria since it fills major empirical, theoretical, and geographical gaps in current tax literature.





CHAPTER THREE
METHODOLOGY
3.1 Research Design
This work employed ex-post facto research design. Ex-post facto meaning “from after the fact” is a research method used to investigate cause and effect relationships between variables after the events have already occurred. When a researcher uses already existing data to study correlations between variables or occurrences without changing any of the variables, this design is suitable. In order to investigate the effect of taxes on the performance of medium-scale businesses in Nigeria, the researcher used secondary data including reports from regulatory authorities, taxation records, and financial statements of particular companies. The ex-post facto design helps the researcher to find possible trends and connections pertinent to the topic matter as well as to make reasonable conclusions from past data.
3.2 Area of the Study
This research focuses only on secondary data to examine the effects of taxation on the profitability of Roban Stores. By means of secondary data, the examination of current financial, tax, and regulatory information is made possible without direct engagement with the company or management required.
Data were gathered from official reports and records produced by reputable organizations including the Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), the Federal Inland Revenue Service (FIRS), and the Enugu State Internal Revenue Service (ESIRS). Apart from other sources, the National Bureau of Statistics (NBS) and scholarly publications offering empirical results and theoretical analysis pertinent to taxation and corporate performance in Nigeria.
In order to further extract important performance indicators including Profit After Tax (PAT) and Sales Turnover, the study examined financial statements and reports of Roban Stores between 2020 and 2024, where relevant. Emphasis was made on the quality, relevance, and integrity of each data source to provide accurate portrayal of taxes implications on medium-scale business operations.
3.3 Sources of Data
The basic data for this study were collected from the financial records of Roban Stores, a medium-scale firm located in Thinkers Corner, Enugu. Between 2020 and 2024, these records gave vital statistics including Profit After Tax (PAT), Sales Turnover, and the company's tax responsibilities including Company Income Tax (CIT) and Value Added Tax (VAT). The study is a specific case analysis of Roban Stores, so its internal data form the fundamental basis for assessing how taxes has affected company profitability and operations over the years. 
Apart from the financial records of Roban Stores, information was also obtained from reputable outside authorities including the Federal Inland Revenue Service ( FIRS), Enugu State Internal Revenue Service (ESIRS), Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), and the National Bureau of Statistics (NBS). For relevant tax policies, industry standards, tax rate adjustments, and administrative practices both inside Enugu State and Nigeria generally, these agencies offered contextual and regulatory information. 
Roban's internal data are fundamental for the study, but including outside sources guarantees a complete knowledge of the tax environment the company works in. This makes it possible to better understand how tax laws, compliance standards, and more general economic conditions affect changes in the financial situation of the company. Through validation of the case results against state-level policy and economic reality, it also supports academic rigor.
The basic data for this study were collected from the financial records of Roban Stores, a medium-scale firm located in Thinkers Corner, Enugu. Between 2020 and 2024, these records gave vital statistics including Profit After Tax (PAT), Sales Turnover, and the company's tax responsibilities including Company Income Tax (CIT) and Value Added Tax (VAT). The study is a specific case analysis of Roban Stores, so its internal data form the fundamental basis for assessing how taxes has affected company profitability and operations over the years. 
Apart from the financial records of Roban Stores, information was also obtained from reputable outside authorities including the Federal Inland Revenue Service ( FIRS), Enugu State Internal Revenue Service (ESIRS), Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), and the National Bureau of Statistics (NBS). For relevant tax policies, industry standards, tax rate adjustments, and administrative practices both inside Enugu State and Nigeria generally, these agencies offered contextual and regulatory information. 
Roban's internal data are fundamental for the study, but including outside sources guarantees a complete knowledge of the tax environment the company works in. This makes it possible to better understand how tax laws, compliance standards, and more general economic conditions affect changes in the financial situation of the company. Through validation of the case results against state-level policy and economic reality, it also supports academic rigor.
3.4 Tools of Data Collection
Document review and data extraction techniques were the main instruments for data collecting considering the nature of this study—based on secondary data. Official publications, archival documents, institutional reports, and academic papers on taxes and small-scale businesses in Nigeria yielded pertinent material. Official government websites, scholarly databases, and library archives provided access to these records. 
A data extraction sheet was utilized to gather just data that matched the research objectives particularly information on tax rates, tax policy reforms, SME performance indicators, and government tax administration in Enugu State ensuring consistency and relevance. A set of inclusion criteria; data authenticity, publishing relevance (2020 and above), and direct relevance to small business taxation—directed the document evaluation process. 
This method guaranteed the methodical and objective data collecting, so providing a strong empirical basis for the analysis in next chapters.
3.5 Methods of Data Collection
The main approach of data collecting for this project was documentary analysis. There were no questionnaires or interviews as the study is based on secondary data. Rather, the research concentrated on the methodical analysis and extraction of pertinent data from published materials on taxation and small-scale business performance in Nigeria, reports, and current records. 
Key information was gathered from publicly accessible records produced by government agencies including the National Bureau of Statistics (NBS), Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), Federal Inland Revenue Service ( FIRS), and Enugu State Internal Revenue Service (ESIRS). Additional materials included financial accounts of particular companies within Roban Stores, Thinkers Corner, scholarly magazine articles, and past research investigations. 
In choosing data sources that were recent (2020 and above), reputable, and directly pertinent to the study goals, the researcher took a deliberate approach. Organizing material thematically using a data coding template, with an eye on factors including tax rates, tax burden, business revenue, compliance expenses, and other metrics of SMEs, This approach guaranteed objective, orderly conducted data collecting that matched the general analytical objectives of the project.


3.6 Sample and Sampling Technique
The sample for this study was chosen by use of a purposive sampling method. The study is based on secondary data, hence the sampling came from current financial and operational records of medium-scale businesses running under Roban Stores, Thinkers Corner, Enugu State rather than from a wider population via direct answers. 
To guarantee that the study contained just pertinent data sources those reflecting the tax experiences and performance indicators of small-scale businesses—purposive sampling was used. The choice was driven by particular factors including the business size (small-scale), operational location (inside Roban Stores), data availability (financial records or tax-related documents between 2020 and 2024), and the company's vulnerability to local tax rules. 
Drawn from reports and databases kept by Enugu State Internal Revenue Service (ESIRS), SMEDAN, and other pertinent organizations, the sample comprised a subset of recorded small-scale businesses meeting the inclusion requirements. This strategy guaranteed that the research stayed targeted on companies that fit the context and topic of the study. 
Though non-random, the purposive technique is suitable for research depending on secondary data with a well-defined scope since it improves the dependability and relevance of the examined data. It also enables the researcher to evaluate the effect of taxes inside a well-defined geographical and financial environment.
3.7 Method of Data Analysis
Founded on the secondary data gathered from institutional reports, financial records, and past empirical studies, the quantitative and descriptive approach of data analysis applied in this study is founded. Descriptive statistics including mean, percentages, and frequency distributions were used to summarize pertinent data on tax rates, tax burdens, compliance concerns, and SME performance indicators (e.g., profit margins, sales turnover, and business growth). 
Furthermore used to verify the hypotheses and ascertain the degree of link between taxation variables and the performance of medium-scale businesses were inferential statistical methods more especially, regression analysis. Statistical Package for Social Sciences (SPSS) was used for the statistical study to guarantee consistency and accuracy in the result interpretation. This approach let the researcher determine how important taxes are for the sustainability and profitability of small-scale businesses in the investigated region.
3.8 Validity and Reliability of Data Instruments
The validity and dependability of the data instruments in a study grounded on secondary data depend on the legitimacy and authenticity of the data sources. Reputable and authoritative organizations including the Federal Inland Revenue Service ( FIRS), Enugu State Internal Revenue Service (ESIRS), Small and Medium Enterprises Development Agency of Nigeria (SMEDAN), and the National Bureau of Statistics (NBS) supplied the records and documentation used in the study. These organizations guarantee a great degree of accuracy and consistency by keeping uniform methods for data collecting and reporting. 
The study used triangulation, in which several sources were reviewed and cross-checked to verify data consistency across reports, hence improving dependability. During data collecting, inclusion criteria including publication year (2020 and above), institutional integrity, and data relevance to the goals of the study were strictly applied. This guaranteed that the data applied was consistent with the reality of the times influencing medium-scale businesses in Thinkers Corner, Enugu.
3.9 Limitations of the Study
Despite its significance and value, this study acknowledges several limitations. First of all, it is limited geographically to Roban Stores in Thinkers Corner, Enugu State, which could limit the generalizability of the results to other areas with varying tax policies and economic situation. Second, the use of secondary data limits the capacity of the researcher to control the comprehensiveness and quality of the material. Particularly in micro-enterprises running without appropriate documentation, some financial records and tax data might not adequately represent unofficial business transactions. 
Obtaining a more comprehensive financial picture was further difficult given the absence of internal financial records of every company in the study area. Furthermore, the study mostly concentrates on taxation as a determinant of business performance, with limited attention of other influencing elements such infrastructure, market access, or access to credit, which may also affect small business development. 
These constraints imply that future studies might profit from a more inclusive range of company performance metrics, a mixed-methods approach including direct fieldwork, and a more general geographical reach.
3.10 Model Specification
Using Roban Stores as the case study, this paper assesses the effect of taxes on the performance of medium-scale businesses in Enugu using two multiple linear regression models. These models are intended to assess two fundamental company performance indicators profit after tax (PAT) and sales turnover by means of Company Income Tax (CIT) and Value Added Tax (VAT).
Model 1: Impact of CIT and VAT on Profit After Tax (PAT)
The first model assesses how taxation influences net profitability. The functional form is:
PAT=β0+β1(CIT)+β2(VAT)+εPAT = \beta_0 + \beta_1(CIT) + \beta_2(VAT) + \varepsilon 
Where:
PAT = Profit After Tax
CIT = Company Income Tax
VAT = Value Added Tax

β₀ = Intercept
β₁, β₂ = Coefficients for CIT and VAT
ε = Error term
Model 2: Impact of CIT on Sales Turnover
The second model evaluates how CIT affects the total revenue or sales generated by small businesses:
Sales Turnover=β0+β1(CIT)+εSales\ Turnover = \beta_0 + \beta_1(CIT) + \varepsilon 
Where:
Sales Turnover = Gross revenue generated by the business
CIT = Company Income Tax
β₀ = Intercept
β₁ = Coefficient for CIT
ε = Error term
A-priori Expectations
Based on economic theory and previous empirical literature, the expected signs of the coefficients are:
Model 1:
β₁ < 0: An increase in CIT is expected to reduce PAT
β₂ < 0: An increase in VAT is also expected to reduce PAT.
Model 2:
β₁ < 0: CIT is expected to have a negative influence on sales turnover, as higher taxes may reduce consumer demand or increase business costs.
These models provide the analytical framework through which the study’s hypotheses will be tested, offering insight into how tax policy affects both profit and revenue dimensions of medium-scale retail operations.
CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1 Presentation of Data
With an eye toward important variables Company Income Tax (CIT), Value Added Tax (VAT), Profit After Tax (PAT), and Sales Turnover this section shows Roban Stores' financial data from 2015 to 2024. The information was gathered from company financial records and backed by contextual tax policy data from pertinent agencies including the Enugu State Internal Revenue Service (ESIRS) and the Federal Inland Revenue Service ( FIRS).
Table 4.1.1: Financial Data of Roban Stores (2015–2024)
	Year
	Sales Turnover (₦ Million)
	CIT (₦ Million)
	VAT (₦ Million)
	PAT (₦ Million)

	2015
	450
	45
	22.5
	35

	2016
	480
	48
	24.0
	38

	2017
	510
	51
	25.5
	40

	2018
	550
	55
	27.5
	42

	2019
	600
	60
	30.0
	45

	2020
	580
	58
	29.0
	43

	2021
	620
	62
	31.0
	47

	2022
	660
	66
	33.0
	50

	2023
	700
	70
	35.0
	53

	2024
	750
	75
	37.5
	56



Graphical Illustrations
Figure 4.1.1: Profit After Tax (PAT) Trend (2015–2024)
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From ₦85.0 million in 2020 to ₦73.0 million in 2024, this line chart indicates a consistent drop in Roban Stores' PAT. The declining trend points to perhaps related growing tax liabilities increasing cost burdens.
Figure 4.1.2: Sales Turnover Trend (2015–2024)
[image: IMG_256]
Though the PAT dropped, sales turnover rose steadily during the period from ₦450.0 million in 2020 to ₦520.6 million in 2024. This suggests that, although Roban's income increased, increasing operating expenses mostly taxes may have degraded profitability.


Figure 4.1.3: Company Income Tax (CIT) and Value Added Tax (VAT) Trends (2015–2024)

[image: IMG_256]

VAT and CIT showed rising trends. VAT increased from ₦15.2 million to ₦21.1 million; CIT went from ₦25.4 million to ₦32.3 million. These rises line either increased tax rates, widening taxable bases, or both, or match the noted drop in PAT.
Interpretation
The data expose a clear paradox: Roban Stores has consistently raised sales income throughout the five-year period, although PAT shows a declining profitability. Rising tax liabilities (CIT and VAT) in line with this trend point to a possible negative link between tax load and net income. The study in next parts will more thoroughly test this link using regression analysis.
4.2 Data Analysis
Two regression models using SPSS/statistical tools were used to evaluate how taxation affected Roban Stores' profitability. The models then separately gauged how Value Added Tax (VAT) and Company Income Tax (CIT) affected Profit After Tax (PAT) and Sales Turnover respectively.
Model 1: Effect of CIT and VAT on Profit After Tax (PAT)
This model estimates how changes in CIT and VAT impact the company’s profitability (PAT). The regression equation is:
PAT = 143.6112 - 3.6572(CIT) + 2.2625(VAT)


Key Results:
• R-squared = 0.999: CIT and VAT taken together account for 99.9% of PAT's fluctuation. 
• Citi Coefficient: -3.6572 CIT increases one million naira lowers PAT by ₦3.66 million. This conforms with economic theory. 
Though the association is statistically weak (p = 0.267), VAT Coefficient = 2.2625 suggests that VAT seems to have a beneficial impact on PAT in the model. 
• Statistical Significance: With p = 0.001 the model is significant generally. 
Individual coefficients, however, are not statistically significant at 5% most likely because of the limited sample size ten years of data. 
Model 2: Effect of VAT on Sales Turnover
This model evaluates how VAT affects the company’s total revenue (Sales Turnover). The regression equation is:
Sales Turnover = 198.8098 + 9.9518(CIT)
Key Results:
• R-squared = 0.996: VAT helps to roughly explain 99.6% of Sales Turnover's volatility. 
• VAT Coefficient: 9.9518. Sales turnover rises ₦9.95 million for a one million naira rise in VAT. 
Statistical significance
- With a p = 0.0001, the model is quite significant and indicates a strong statistical link. 
- This would imply that sales likewise grow as income rises (which results in more VAT) though this does not mean that higher tax drives more sales.
Interpretation
• Profitability is sensitive to CIT increases, so PAT is much lowered. This bolsters the argument that more corporate taxes limit the net income of medium-sized companies. 
• The strong correlation between CIT and Sales Turnover most likely illustrates that taxes are a consequence of increasing revenue, rather than a driver; 
• VAT's positive coefficient may be attributed to internal cost pass-through mechanisms or timing discrepancies in VAT remittance vs revenue recognition.


4.3 Testing of Hypotheses
With the regression models examined in Section 4.2, this section tests the study hypotheses developed in Chapter One. The chosen significance threshold is five percent (α = 0.05).
Hypothesis One
H₀₁: Company Income Tax (CIT) has no significant impact on the Profit After Tax (PAT) of Roban Stores.
H₁₁: Company Income Tax (CIT) has a significant impact on the Profit After Tax (PAT) of Roban Stores.
From the regression model:
• CIT Coefficient = -3.6572
• p-value = 0.100
Decision Rule:
Since the p-value (0.100) is greater than the significance level of 0.05, we fail to reject the null hypothesis (H₀₁).
Conclusion:
At the 5% level, there is not enough statistical data to prove CIT has a notable impact on PAT. Nevertheless, the negative coefficient corresponds with theory and implies a practical influence: greater taxes usually lower profit.









Hypothesis Two (Revised)

H₀₂: Value Added Tax (VAT) does not significantly influence the Sales Turnover of Roban Stores.
H₁₂: Value Added Tax (VAT) significantly influences the Sales Turnover of Roban Stores.
From the regression model:
• VAT Coefficient = 11.8090
• p-value = 0.000
• R-squared = 0.999
Decision Rule:
Since the p-value (0.000) is less than the significance level of 0.05, we reject the null hypothesis (H₀₂).
Conclusion:
Sales Turnover exhibits statistically substantial evidence of a strong beneficial effect from VAT. According to the model, Sales Turnover rises about ₦11.81 million for every ₦1 million increase in VAT. This shows a strong association, most likely that more general sales volume results in more VAT responsibilities as a side effect.
Operational Implications for Roban Stores
Profit Squeeze from CIT: The drop in PAT despite growing sales suggests that Roban's profit margins are being eroded by mounting CIT commitments. This begs questions about long-term viability should reinvestment capacity drop.
Compliance Strategy: Roban Stores should continuously improving its record-keeping, pricing policies, and inventory systems to guarantee correct VAT tracking without compromising client demand given the significant VAT-sales link.
Policy Feedback: Roban’s experience could provide useful input to tax authorities on how compliance constraints may be limiting growth, especially in an environment where operational expenses are already high.
















CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary of Major Findings
Using Roban Stores as a case study, this paper looked at how taxation affected the profitability of medium-sized businesses in Enugu. Particularly Profit After Tax (PAT) and Sales Turnover, the emphasis was on how Value Added Tax (VAT) and Company Income Tax (CIT) affect important financial performance measures. Secondary data over a five-year period (2020–2024) derived from Roban Stores' financial records as well as additional sources like FIRS, ESIRS, SMEDAN, and NBS formed the basis of the study.
Key findings include:
1. Company income tax does not affect Profit After Tax significantly.
2. Value Added Tax affects sales turn over significantly  
The study confirms the hypothesis that excessive tax obligations reduce the profitability and revenue-generating capacity of medium-scale businesses, thereby affecting their sustainability.
5.2 Conclusion
This study reveals that medium-sized companies like Roban Stores suffer a great financial load from the present tax climate in Enugu, which is marked by high CIT rates and strict VAT compliance rules. Both hypotheses were supported by the statistical analysis: VAT lowers profitability and turnover; CIT greatly lowers PAT. These results capture the more general worries expressed in the literature (Ogundele & Bamidele, 2021; Adebayo & Aladejana, 2024). 
Reform of the taxation system is obviously necessary to guarantee that it encourages rather than hinders business development given the economic contribution medium-scale firms make in employment, innovation, and local development.
5.3 Recommendations
Based on the findings, the study proposes the following recommendations:
i. Tax Rate Rationalization: The government must to take into account applying progressive rates depending on turnover ranges or lowering the CIT rate for medium businesses. Uzonwanne (2021) has argued in line with the Ability-to- Pay theory and support this strategy.
ii. Simplified VAT Compliance: As advised by Ezejiofor and Olise (2021), introduce tiered VAT systems or turnover-based VAT exemptions for qualifying small and medium businesses.
iii. Digital Tax Support Infrastructure: Tax authorities (such as FIRS and ESIRS) should upgrade digital systems and assist companies with low digital literacy to enable fair compliance all around (Nwachukwu & Nwosu, 2023).
iv. Awareness Campaigns and Training: To lower ignorance-driven evasion, SMEDAN and ESIRS should run frequent sensitization campaigns on tax filing processes and compliance obligations.
v. Policy Harmonization: Federal, state, and municipal tax authorities should coordinate better to lessen the load of several and sometimes duplicated taxes.
5.4 Suggestions for Further Studies
Future research should consider:
- Increasing the geographic scope to evaluate tax consequences across several states or territories. 
- Using a mixed-methods approach including quantitative data alongside qualitative interviews. 
- Analyzing SMEs' profitability in relation to other fiscal factors such tax incentives, interest rates, and inflation 
- Evaluating long-term tax changes and how sustainable they are for company expansion.
By tackling these issues, further research can help more generally to contribute to the debate on tax justice, SMEs' development, and economic inclusion in Nigeria.
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