
Available online at   www.worldscientificnews.com 
 

( Received 05 December 2022; Accepted 29 December 2022; Date of Publication 03 January 2023 ) 

 
WSN 176 (2023) 1-26                                                                                     EISSN 2392-2192 

 

 
 

Re-Assessing the Relationship Between Tax 
Revenue and Economic Growth in Nigeria  

(1980-2020) 
 
 

Oluwole Jacob Adeyemi 

Department of Economics, Chrisland University, Abeokuta, Ogun State, Nigeria 

E-mail address: ajacob@chrislanduniversity.edu.ng , wolejadeyemi@gmail.com , 
https://orcid.org/0000-0002-5681-6987 

 

 
ABSTRACT 

The primary objective of this study was to investigate whether tax revenue (Company Income 

Tax (CIT), Custom Excise Duties (CED) and Value-Added (VAT)) will individually, and or, jointly 

affect the economic growth of Nigeria. Accordingly, this study adopts an ex-post facto research design. 

The study data covered a period of 40 years (1980 – 2020). The data for the study was sourced from the 

Central Bank of Nigeria (CBN), Federal Inland Revenue Services (FIRS) and National Bureau of 

Statistics (NBS). The data collected were analyzed using autoregressive distributive lag Model (ARDL). 

The findings of this paper revealed that tax revenues have long run relationships with economic growth 

of Nigeria. The implication is that effective mobilization of tax revenues in the economy will contribute 

significantly to real gross domestic product and development in the long run in Nigeria. Also, it was 

demonstrated that customs and excise duties have a negative and significant effect on economic growth 

in Nigeria in the long run. Company Income Tax (CIT) was found to have a positive and insignificant 

effect on the real gross domestic product in the long run in Nigeria. Value-added tax was also found to 

have a positive and significant effect on real gross domestic product in the long run in Nigeria. This 

study concludes that tax revenue, as measured by CIT, CED and VAT play a very significant role in the 

economic growth of Nigeria and recommend that government should strengthen the tax system as it 

affects economic growth and development. 
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1.  INTRODUCTION 

 

This study examines the relationship between tax revenue and economic growth in an 

effort to close the research gap because there is generally little agreement among scholars about 

the contribution that taxes make to the economic growth of countries, while some scholars 

asserted positive effects (Ibadin & Oluwatuyi 2021, Izedonmi & Okunbor 2014, Eze 2020) 

some other scholars found negative effects (Egiyi, 2021, Olufemi et al 2018, and Aliyu & 

Mustapha 2020). More recent studies like Orisadare, & Fasoye, (2022), specifically evaluate 

the influence of hydrocarbon tax, corporation income tax and Value Added Tax on Nigeria’s 

economic growth from 2000 to 2021. The study utilizes the Vector Error Correction Model to 

evaluate the effects of Petroleum Profit Tax (PPT), Company Income Tax (CIT) and Value-

Added Tax (VAT) on Gross Domestic Product (GDP). Adefolake, & Omodero, (2022) 

examined the effect of VAT on economic growth in Nigeria between 1994 and 2020 using 

consumer price index (CPI) as a threshold. A technique of Threshold Vector Auto-regressive 

(TVAR) was employed. Hence, this study is different from others in the scopes of years 

covered, methodology used, theoretical frameworks and the variables employed in the analysis. 

Therefore, this study investigates whether tax revenue (CIT, CED and VAT) will individually, 

and or, jointly affect the economic growth of Nigeria, which is lacking in previous studies. The 

scope of this study unlike others, covered 40 years from 1980 to 2020. The data collected were 

analysed using auto-regressive distributive lag model (ARDL) and a different theoretical 

framework was used. 

The serious decline in oil prices, impact of the Ukraine-Russia war, and other global 

economic challenges in recent years have resulted in a reduction in the funds available to the 

government, and it is becoming clear that Nigeria's debt profile and oil revenue can no longer 

fully support her growth and other macroeconomic objectives. Thus, it has become 

economically imperative for the government to generate sufficient revenue from internal 

sources. The promotion of economic growth, full employment, stable prices, and increased 

domestic production of goods and services is facilitated by government spending on necessary 

infrastructure enhancements. This explains why governments are worried about where to get 

the money to pay for their social obligations. Therefore, Malima (2013) argued that tax 

collection is a crucial predictor of every society's ability to thrive economically. All global 

nations' economic development is dependent on the availability of their own internal resources. 

It can only be purchased using money raised by the nation's government. 

The requirement for tax payments has been a worldwide phenomenon because it affects 

every economy, regardless of national distinctions (Oboh, Isa, & Adekoya 2012). It proposes 

that tax payments should be required, unassailable, and obligatory; the government chooses the 

tax rate to be paid by the people and the things that will be subject to taxation. Ngerebo and 

Masa (2012) state that such a decision is based on the cost of the government's projects or 

programs intended to execute, which is the principal determinant of the budget size (Unegbu & 

Irefin, 2011). The government only has two sources of income: tax revenue and non-tax revenue 

(Oladipupo & Oladipo, 2022). Taxes are mandatory government payments that are not used to 

directly fund the provision of any particular goods or services by the government (Chigbu, 
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Akujuobi, & Appah, 2012). Existing literature, like those by Anyawu (1997) and Afuberon and 

Okoye (2014), shows that taxes support public goods, regulate the production and consumption 

of goods and services, curb unfavourable economic conditions, safeguard emerging industries, 

and lessen income inequality. It was also seen as one of the many ways the government 

generated income.  

According to Asaolu, Olabisi, Akinbode, and Alebiosu (2018), tax revenue provides 

necessary services for the majority of people residing in a specific geographical area as a viable 

form of generating revenue. It is one of the most effective ways a nation's internal resources are 

assembled, and it tends to establish an environment conducive to the promotion of economic 

growth (Akwe,2014). Taxation, therefore, is a charge imposed by the government of any 

country on incomes, goods, services and properties of an individual and corporate body to raise 

money for public revenue generation and other legitimate functions of the government 

(Oyebanji & Oyebanji, 2017). A good tax structure plays many roles in the economic growth 

of any nation like Nigeria. According to Musgrave and Musgrave (2004), these roles affect the 

level of public savings, private savings, and thus the volume of resources available for capital 

formation. A tax system is a veritable tool that mobilizes a Nation's internal resources that create 

enabling environment to grow the economy. When taxes are efficiently and effectively 

administered, there will be an increased revenue generation, and citizens will expect the 

deployment of such revenue to provide amenities that enhance the standard of living. 

Examining the effects of each tax revenue stream on the expansion of the Nigerian 

economy is the primary goal of this study. In light of the aforementioned, the research aims to 

address the following questions: 
 

• How has company income tax (CIT) affects economic growth in Nigeria? 

• What is the relationship between customs and excise duties revenue and economic 

growth in Nigeria? 

• How has value added tax affected economic growth in Nigeria? 

• Does tax revenue have effect on economic growth of Nigeria? 

 

The following testable hypotheses, which are stated in the null, were raised by the study 

in light of the research questions; 
 

• H01: Company income tax (CIT) has no significant effect on economic growth in 

Nigeria. 

• H02: Custom, Excise Duties has no significant effect on economic growth in Nigeria 

• H03: Value Added Tax (VAT) does not significantly affect Nigeria's economic 

growth. 

• H04: Tax revenue does not have significant effect on economic growth of Nigeria. 

 

The contribution of this study to the existing literature stems from analysis of whether tax 

revenue (Company Income Tax (CIT), Custom Excise Duties (CED) and Value-Added (VAT)) 

will individually, and or, collectively affect the economic growth of Nigeria. Previously, the 

effectiveness of tax revenue in achieving its macroeconomic goals has been far below 

expectations (Omitogun & Ayinla, 2007). This deficiency has been attributed to significant 

problems of economic instability, high unemployment rate, and slow growth rate, which have 

continued to worsen despite the increase in tax revenue. This worsening status has been 

attributed to the composition of the tax revenue policy framework, which has been largely 
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dependent on the revenue from oil and non-oil. At the same time, other sectors of the economy 

are left out to rot.  

The Federal Government, as a policy/decision-maker on the nation's economy, especially 

in the usage of the instrumentality of fiscal policy, in which taxation is a segment, would benefit 

from this study as they would know the impact of revenue generated from taxes on economic 

growth in Nigeria and their contribution to the nation's GDP. They would also be apprised of 

the damage caused when the fiscal policy framework of the nation is mainly dependent on oil 

revenues alone while others are neglected. People in the academia and other independent 

researchers would also benefit from this study as it would serve as a formidable contributory 

source of literature to future researchers in the field of accounting, banking and financial, 

economics, business administration and related fields on the topic of this study or those related 

to it.  

The rest of the study are organized as follows: Section two reviews the relevant literature 

on tax revenue and economic growth; section three describes the research process and methods; 

section four presents the research findings and discussion; and section five is the conclusion. 

 

 

2.  LITERATURE REVIEW 

 

Previous academics have employed a variety of ideas to better understand the relationship 

between tax revenue and economic growth, including the benefits received theory, the ability 

to pay theory, and the endogenous growth theory. Because they were both employed to underlie 

this study as the theoretical framework, this investigation was limited to these three hypotheses.  

 

2. 1. The Ability to Pay Theory 

In 1776, Adam Smith put forth the ability-to-pay theory. The ability to pay hypothesis 

holds that, regardless of one's financial situation, everyone should contribute their fair share of 

taxes to the government. It is founded on the idea that taxes should be dispersed according to 

the costs incurred by the population who pays them. It is predicated on the idea that each state 

should provide financial support for the government in accordance with their unique skills, so 

taxation should be based on income and sacrifice should be uniform for all citizens. Because 

they think it is a reasonable idea of tax equity if citizens of a country pay taxes, authors like 

Chauke, Sebola, and Mathebula (2017), Gatsi, Gadzo, and Kportorgbi (2013), and Utz (2002) 

support this theory. 

 

2. 2. The Benefits Received Theory 

Wicksell (1896) and Lindahl (1919) were the first to establish the benefit approach. It is 

based on people's willingness to pay taxes in exchange for government spending on public 

goods. The taxes are more in line with what people would pay for government services in the 

real world. One of the advocates of the idea, Neumark and McLure (2013), believes that it lays 

the groundwork for voluntary exchange theory. Others, such as Anyanfo (1996), Appah and 

Ebiringa (2012), and Bhartia (2009), claimed that people are more likely to pay taxes if they 

believe the money, they contribute to the government is being used for their own advantage, 

which reduces tax evasion. Nevertheless, author like Nozick (1974) criticized the theory on the 

assumption that it lacks utilitarian framework.  
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2. 3. Endogenous Growth Theory 

Robert Solow proposed the exogenous growth theory, often known as the Neo-classical 

growth model, in 1957. It is a function of both consumer expenditure and wealth, according to 

Takumah and Iyke (2017), meaning that after some ideal level of wealth has been achieved, all 

income will be spent, notwithstanding the expectation of some level of savings. The idea arose 

in response to flaws and omissions in the Solow-Swan neoclassical growth model. It explains 

an economy's long-run growth rate using endogenous causes rather than the exogenous factors 

of neoclassical growth theory. The theory proposes that investing in capital projects without 

also investing in human capital leads to a state of disequilibrium, with short-term growth rather 

than long-term growth in a nation's economy. (William & Andrew, 2017). The supporters of 

this theory including Bird (2013) and Yan (2012). 

 

2. 4. Theoretical Framework 

This work is anchored on the Ability to Pay Theory propounded by Pigou (1996). One of 

the canons of taxation is ability of the payer to pay. This concept therefore lends credence to 

the theory employed in this work – ability to pay theory. A tax payer is more motivated to pay 

when taxation considers his ability as well as the time and in manner that is most convenient 

(Adewale, 2020). This theory therefore prioritizes capacity of the payer in the estimation of tax 

revenue. In that regard, the people with higher income are expected to pay more than people 

with lower income (Jacob, Josiah & Solomon, 2021). So, according to this theory, every person 

should be taxed according to their ability to pay. In this way, the government can maximize the 

distributive effect of taxation. This is the reason Bakare (2013) suggested that a citizen should 

be taxed in accordance with his capacity.  

 

2. 5. Empirical Review 

Tax revenue and HDI were found to be positively and significantly correlated by Ibadin 

and Oluwatuyi (2021). The outcome indicates that tax revenue has a smaller impact on HDI 

than RGDP. Izedonmi and Okunbor (2014) investigated how VAT impacted the growth of the 

Nigerian economy. In order to study the Gross Domestic Product (GDP), VAT Revenue, Total 

Tax Revenue, and Total (Federal Government) Revenue from 1994 to 2010, using multiple 

regression modelling to analyse the data. Their study revealed that variations in Nigeria's GDP 

were significantly explained by VAT revenue in 92% of cases. Eze (2020) studied the Customs 

Duties contribution towards the advancement and growth of Nigeria. The study revealed that 

there is a strong correlation between customs duties and economic development of Nigeria. 

Also, the study shows that fraud and financial malpractices have harmful impact on the 

contribution of customs duties to Nigeria economic development. 

Aliyu and Mustapha (2020) studied the impact of tax revenue on economic growth. Using 

time series data from 1981 to 2017, They found out that the petroleum profit, value added tax 

and government domestic debt are significant and positively related to GDP. In other words, 

the growth of a country could be linked to the extent to which it is able to generate revenue 

from taxes. While studying the effect of tax revenue on public debts and capital expenditure in 

Nigeria, Ukeme and Olayinka (2020) observed that tax revenue had a statistically significant, 

positive, and negative effect of on public debt and capital expenditure. The study concluded 

that tax revenue has effect on public debt and capital expenditure in Nigeria. Adegbile and 

Fakile, (2011) examined the correlation between Company Income Tax and Nigeria’s economic 
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development for the period 1981 to 2007. The study revealed that company income tax’s impact 

on GDP is very high and impressive.  

Ogwuche, Abdullah and Oyedokun (2019) examines the impact of company income tax 

on economic growth in Nigeria for eleven-years (2007-2017). The study employed multiple 

regression analysis techniques to analyse the data collected. The findings indicated that 

company income tax has significant influence over economic growth in Nigeria. The study by 

Gabriel and Adetona (2019) revealed that petroleum profit tax exerts a positive significant 

impact on economic growth. Similarly, the value added tax was also discovered to have a 

noticeable and positive effect on economic growth. Dibia and Onwuchekwa (2019) examined 

the linkages among company income tax, petroleum profit tax and the economic growth of 

Nigeria. They used time series data for the period 1981 to 2016. The findings indicate that 

petroleum profit tax (PPT) and company income tax (CIT) show positive and significant effect 

on the Real Gross Domestic Product (RGDP) in Nigeria. 

Olatunji (2019) did a study on the effectiveness of the administration of VAT to improve 

government revenue and boost economic growth in Nigeria. He used simple percentage and 

chi-square to analyse the data. The study showed a positive correlation between VAT and GDP. 

Okoli and Matthew (2015) studied the extent to which VAT had contributed to Nigeria’s total 

federally- collected revenue and its position among the other tax components from 1994 – 2012. 

Using the Error Correction Model (ECM) for the analysis, results showed that VAT was the 

second long term source of the total federally collected revenue. Adereti (2019) did a study on 

Value Added Tax and Economic growth in Nigeria. They analysed time series data on the Gross 

Domestic Product (GDP), VAT Revenue, Total Tax Revenue and Total (Federal Government) 

Revenue from 1994 to 2008 using both simple regression analysis and descriptive statistical 

method. The Findings of the study revealed that VAT Revenue accounts for as much as 95% 

significant variations in GDP in Nigeria. This study was done to further verify to see if the 

result would comply with the above findings. 

 

 

3.  RESEARCH METHODOLOGY 

 

This section specifically presents the research design, sources of data, the validity of data, 

methods, and approaches of data analysis, model specification, conceptual model, appriori 

expectation, and ethical considerations of the study.  

 

3. 1. Research Design 

The main objective of this study is to establish the effect of tax revenue on economic 

growth in Nigeria. Accordingly, this study adopts an ex-post facto research design. The ex-post 

facto research design was implemented because it examines established qualities among 

selected variables. It also involves using past datasets to predict future directional events among 

selected variables. This research design had been used in previous studies (Anwen & Bari, 

2015; Annor & Obeng, 2017) 

 

3. 2. Data and Sources 

Secondary data was used for this study. Annual time series data from 1990 to 2020, 

sourced from reliable sources, including the Central Bank of Nigeria (CBN) bulletin and the 
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FIRS report. The explained variable analysed in this study is real gross domestic product 

(rGDP), while the explanatory variables examined through value added tax (VAT), Company 

income tax (CIT), and Custom, Excise Duties (CED). The description of the variables is 

illustrated in the table below: 

 

Table 3.1. Data sources and measurement 

 

Variable Definition Data Source 

LVAT Value-added tax Federal In-land Revenue Services 

CED Custom and Excise Duty Federal In-land Revenue Services 

CIT Company income tax Federal In-land Revenue Services 

rGDP real Gross domestic product Central Bank of Nigeria 

Source: Author’s compilation (2022) 

 

 

3. 3. Model Specification 

The study adapts its analytical model from Osinowo (2015) who examined tax revenue 

and economic growth in Nigeria. The linear regression employed by the authors followed the 

pattern of a simple linear regression analysis. The models were operationalised on real GDP, 

serving as the endogenous variable used in determining the impact of tax revenue on economic 

growth during the period covered in this study. The variables used as explanatory variables 

which emanated from the review of literature are company income tax (CIT), value-added tax 

(VAT) and customs & excise duties (CED), serving as proxies for tax revenue. 

The functional relationships denoting economic growth proxy and tax revenue indicators 

are expressed. Each relationship answers the research questions raised in chapter one and 

subsequently tested the research hypothesis. 

 

rGDPt  = f(CITt, VATt, CEDt)       (3.1) 

 

rGDPt  = f(CITt)         (3.2) 

 

rGDPt  = f(CEDt)        (3.3) 

 

rGDPt  = f(VATt)        (3.4) 

 

The analysis anchored on time-series regression models that expresses relationships 

between tax revenue, on the one hand, and economic growth, on the other hand, in Nigeria over 

40 years in an annual time series data set. The dataset was considered in their natural logarithmic 

transformations, making the models to be specified in log-log equations. 
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3. 3. 1. Main Objective 

To analyse the impact of tax revenue on economic growth in Nigeria. The model for main 

objective is specified in a double log form as: 

 

0 1 2 3   ttt t tLrGDP LCIT LVA DT  LCE µ   = + + + +
    (3.5) 

 

This study employs the Autoregressive Distributed Lag (ARDL) model by Pesaran et al. 

(2001) to examine the linear relationship among the variables in the short and long-run 

framework. This is as a result of the outcome of the unit root test conducted, which shows that 

the variables are mixture of integration of order 1 and 0.  Equation (3.5) is therefore specified 

in abounds test to cointegration framework as; 

ARDL model is given as:  
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(3.6) 

 

Equation (3.6) illustrates the linear ARDL model, where t  indication the first difference 

operator while p and q are the respective lag length of the variables chosen based on the Akaike 

information criteria (AIC). The term t  is a white noise error term. The error correction 

dynamic is taken by the variables relate to the summation symbols, whereas the other part of 

the equation indicates the long-run relationship. 0
 represents the constant or intercept of the 

regression line, while 1..4
 are the slope of the short- run regression line,  1..4

 represents long-

run relationship among the variables, ascertained through the bounds test to cointegration 

process developed by Pesaran, Shin and Smith (2001). 

 

 

4.  RESULTS AND DISCUSSION OF FINDINGS 

4. 1. Descriptive Statistics 

The study consists of annual data from 1980 to 2020. The descriptive presented in Table 

4.1 are the mean, maximum, minimum, standard deviations, and the Jarque-Bera statistic for 

the explained and explanatory variables. The dependent variable is real GDP (RGDP). 

Meanwhile, the leading independent variable is tax revenue, measured with value-added tax 

(VAT), company income tax (CIT) and Custom excise duty (CED).  

 

Table 4.1. Descriptive Statistics 

 

Statistics/Variables RGDP CIT CED VAT 

Mean 36843.40 359.8781 274.7649 455.4686 
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Source: Author's computation (2022) from E-views 12 

 

 

The study's descriptive statistics for RGDP, CIT, CED, and VAT are summarized in Table 

4.1. All of the variables have 40 observations due to the study's range (1986–2021) and the 

frequency of the annual data. As can be seen, our variables of interest have clear skewness and 

kurtosis as well as a sum, range, mean, maximum and minimum, standard deviation, and 

variance. The various statistics show that the distributions of the variables are different. All 

variables have normal distributions, according to the skewness statistic, which also holds true 

for all variables when considering the kurtosis statistic. 

 

4. 2. Correlation Matrix 

Table 4.2 presents the correlation coefficient between the explained and explanatory 

variables  

 

Table 4.2. Correlation coefficient. 

 

Variables LRGDP LCIT LCED LVAT 

LRGDP 1.000    

LCIT 0.590 1.000   

LCED 0.627 0.544 1.000  

LVAT 0.673 0.390 0.766 1.000 

Source: Author's compilation (2022) from E-views 12 

 

 

From Table 4.2, the result shows that LRGDP has a 59.0%, 62.7%, and 67.3% correlation 

with LCIT, LCED and LVAT, respectively. As depicted in table 4.2, the explanatory variables 

Maximum 71387.83 1604.699 2211.000 1531.171 

Minimum 16048.31 0.403000 1.616000 7.260800 

Std. Dev. 19785.11 495.8407 439.7551 430.2166 

Skewness 0.631816 1.153563 2.945873 0.760089 

Kurtosis 1.794414 2.868057 12.39345 2.595726 

Jarque-Bera 5.083673 8.900393 204.9159 2.783677 

Probability 0.078722 0.011676 0.000000 0.248618 

Observations 40 40 40 27 
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of LCIT, LCED and LVAT correlated with one another, as LCIT had a 54.4% and 39.0% 

correlation with LCED and LVAT. In comparison, LCED and LVAT correlation was 76.6%, 

which was lesser than the 80% multicollinearity threshold of Baltagi (2015), thereby 

establishing that the multicollinearity problem does not exist among the three independent 

variables (LCIT, LCED and LVAT). 

 

4. 3. Stationary Tests 

The unit root tests were employed to determine the properties of the variables for the 

period under study. Specifically, the ADF and the PP unit root tests were used to examine the 

presence of unit root, and Table 4.3 is the output of the estimates. 

 

Table 4.3. Unit Root Tests 

 

Variables 
ADF PP 

t-statistic Prob Order t-statistic Prob Order 

LRGDP -3.5505 0.0481 I(1) -3.7731 0.0067 I(1) 

LCIT -4.9930 0.0002 I(1) -5.0964 0.0002 I(1) 

LCED -5.9114 0.0001 I(1) -5.9933 0.0000 I(1) 

LVAT -4.0948 0.0177 I(0) -3.9615 0.0056 I(0) 

Source: Author's computation (2022) from E-views 12 

 

 

From Table 4.3, the output of the unit root tests using the Augmented Dickey-Fuller 

(ADF) and Phillips-Perron (PP) show that under the ADF, all the variables were stationary at 

the first difference (I(1)) as their p-values are less than 0.05 significance level after differencing, 

except LVAT who was stationary at level (I(0)) whose p-value was less than 0.05 without 

differencing. Furthermore, under the PP unit root tests, all the variables were stationary at level 

(I(1)) where their p-values were less than 0.05 after first differencing, except LVAT, whose p-

value was less than 0.05 without differencing. This implies that the order of integration of the 

series is different; hence, the rationale for using the Linear Autoregressive Distributed Lag 

model by Pesaran, Shin and Smith (2001) allow series that are mutually co-integrated. 

 

4. 4. Estimated Results 
 

Company Income Tax (CIT) Estimation Result 

 

Table 4.4. Results of the Linear Autoregressive Distributed-lag (ARDL) equation 

 

Variables Short run coefficient SE t-Stat Prob 

C 0.986269 0.368892 2.673597 0.0114 
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𝐿𝑅𝐺𝐷𝑃𝑡−1 1.263806 0.156766 8.061723 0.0000 

𝐿𝑅𝐺𝐷𝑃𝑡−2 -0.364859 0.142589 -2.558813 0.0151 

𝐿𝐶𝐼𝑇𝑡 0.020902 0.007864 2.657904 0.0119 

𝐸𝐶𝑇(−1) -0.101054 0.026501 -3.813163 0.0006 

Variables Long-run coefficient SE t-Stat Prob 

C 9.759845 0.122960 79.37435 0.0000 

𝐿𝐶𝐼𝑇 0.206837 0.025248 8.192242 0.0000 

Diagnosis tests     

 𝑅2 = 0.9955     �̄�2 = 0.9951  𝐷𝑊 = 2.097  

        𝑋𝐿𝑀
2 = 3.075[0.215]   𝑋𝐵𝐺𝑃

2 = 7.647[0.064]  𝑋𝐽𝐵
2 = 0.7718[0.6798]𝑋𝑅𝑆

2 = 1.824[0.186] 

𝐹 − 𝑠𝑡𝑎𝑡𝑖𝑠𝑡𝑖𝑐 = 2497.412[0.0000]  STABILITY=CUSUM 

Source: Author's compilation (2022) from E-views 12 

Notes: SE: standard error, DW: Durbin Watson statistics * indicate significance at 5%. 

𝑋𝐿𝑀
2 , 𝑋𝐵𝐺𝑃

2 , 𝑋𝑅𝑆
2 , 𝑋𝐽𝐵

2  represent LM test for serial correlation, Breusch-Pagan Godfrey test for 

heteroscedasticity, Ramsey rest test for model specification and Jarque-Bera normality test, 

respectively. I(0) and I(1) represent lower and upper bound, respectively. [ ] indicate respective 

probability values, ECT; Error correction term.  represents change in variable. 

 

Table 4.5. ARDL Bound Test for Company Income Tax and Economic Growth. 

 

Bounds test result 

Model F-statistic No. of Regressors (K) 

LRGDP 4.58 2 

LCIT  2 

Pesaran et al., 2001 Critical values 

Significance I(0) I(1) 

10% 3.02 3.51 

5% 3.62 4.16  

1% 4.49 5.58 

               Source: Author's compilation (2022) from E-views 12 
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LRGDPt = 0.986 + 1.264LRGDPt−1 − 0.365LRGDPt−2 + 0.021LCITt − 0.101ECTt−1     (4.1) 

 

The ARDL short-run model (4.1) depicted in Table 4.4 and the bound test Table 4.5, 

shows that in the short run, percentages of last year's RGDP (𝐿𝑅𝐺𝐷𝑃𝑡−1), will lead to a 1.26 

percent increase in RGDP in the current year (𝐿𝑅𝐺𝐷𝑃𝑡 ) , as the positive and direct relationship 

also has a significant impact on LRGDP as shown through the p-value of 0.000 which is less 

than the 0.05 level of significance for this study. The coefficient of ECT is negative and 

statistically significant at the 5 % level and elaborates how speedily variables converge to 

equilibrium. The ECT depicted that the variable adjusts to equilibrium with a 10.1 % speed of 

adjustment. 

 

𝐿𝑅𝐺𝐷𝑃𝑡 = 9.760 + 0.207𝐿𝐶𝐼𝑇𝑡 + 𝜀𝑡                                                               (4.2) 

 

The linear ARDL show a long-run association among the variables, as the F-bound 

statistics (4.58) in Table 4.5 is greater than the upper bound (4.16) at 5 percent. Accordingly, a 

1% increase in company income tax (CIT) leads to a 0.207 percentage increase in RGDP. As 

CIT increases, the economy also grows, and the positive relationship is statistically significant 

at 0.05. Further findings from Table 4.4 established from the estimates include the goodness of 

fit of the model confirmed with the adjusted R2 (�̄�2 = 0.9951), which is the evidence of 

variations in the dependent variable [real GDP] explained by the independent variables (𝐿𝐶𝐼𝑇 

and the lag values of RGDP at 99.51 per cent. The remaining 0.49 per cent variations in LRGDP 

were explained by other factors not included in the model but captured with the error term in 

the model. Finally, the stability of the parameters was established using the cumulative sum 

(CUSUM) of the square tests,  
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Figure 4.1. Stability Test Result (CUSUM) for Company Income Tax and Economic growth 

Source: Author’s Computation 
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Decision Rule 

The F-test Statistic of 2497.412 with a probability value of 0.000 is significant at a 5 

percent level, which implies that the null hypothesis that company income tax (CIT) has no 

significant impact on economic growth in Nigeria is not accepted. The alternative hypothesis 

that there is a company income tax (CIT) has a significant impact on economic growth in 

Nigeria was accepted. 

 

Estimated Result for Customs and Excise Duties (CED)  

 

Table 4.6. Results of the Linear Autoregressive Distributed-lag (ARDL) equation 

 

Variables Short run coefficient SE t-Stat Prob 

C 0.569201 0.280649 2.028157 0.0504 

𝐿𝑅𝐺𝐷𝑃𝑡−1 1.337880 0.155935 8.579749 0.0000 

𝐿𝑅𝐺𝐷𝑃𝑡−2 -0.397304 0.147251 -2.698143 0.0108 

𝐿𝐶𝐸𝐷𝑡 0.015899 0.007828 2.031185 0.0501 

Diagnosis tests     

 𝑅2 = 0.9951     �̄�2 = 0.9947  𝐷𝑊 = 2.124  

𝑋𝐿𝑀
2 = 4.988[0.083]   𝑋𝐵𝐺𝑃

2 = 5.767[0.124]  𝑋𝐽𝐵
2 = 0.0241[0.9880]𝑋𝑅𝑆

2 = 0.001[0.979] 

𝐹 − 𝑠𝑡𝑎𝑡𝑖𝑠𝑡𝑖𝑐 = 2317.875[0.0000] STABILITY=CUSUM 

Source: Author's compilation (2022) from E-views 12 

 

𝐿𝑅𝐺𝐷𝑃𝑡 = 0.569 + 1.338𝐿𝑅𝐺𝐷𝑃𝑡−1 − 0.397𝐿𝑅𝐺𝐷𝑃𝑡−2 + 0.016𝐿𝐶𝐸𝐷𝑡 + 𝜀𝑡      (4.3) 

 

 

Table 4.7. ARDL Bound Test for Customs and Excise Duties and Economic Growth 

 

Bounds test result 

Model F-statistic No. of Regressors (K) 

LRGDP 3.44 2 

LCED  2 

Pesaran et al., 2001 Critical values 

Significance I(0) I(1) 
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10% 3.02, 3.51 

5% 3.62, 4.16 

1% 4.49 5.58 

               Source: Author's compilation (2022) from E-views 12 

 

 

The linear ARDL Table 4.6, shows no long-run association among the variables, as the 

F-bound statistics (3.44) in Table 4.7 is less than the lower bound (3.62) at 5 per cent. Further 

findings from table 4.5 established from the estimates include the goodness of fit of the model 

confirmed with the adjusted R2 (�̄�2 = 0.9947), which is the evidence of variations in the 

dependent variable [real GDP] explained by the independent variables (𝐿𝐶𝐸𝐷) and the lag 

values of RGDP at 99.47 per cent.  
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Figure 4.2. Stability Test Result (CUSUM) for Custom and Excite Duties  

and Economic growth 

Source: Author’s Computation 

 

 

Decision Rule 

The F-test Statistic of 2317.88 with a probability value of 0.000 is significant at a 5 per 

cent level, which implies that the null hypothesis of custom excise duty (CED) has no 

significant impact on economic growth in Nigeria was rejected. The alternative hypothesis that 

there is a custom excise duty (CED) has a significant impact on economic growth in Nigeria 

was accepted. 
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Estimated Result for Value Added Tax (VAT)  

 

Table 4.8. Results of the Linear Autoregressive Distributed-lag (ARDL) equation 

 

Variables Short run coefficient SE t-Stat Prob 

C 1.906243 0.385197 4.948745 0.0000 

𝐿𝑅𝐺𝐷𝑃𝑡−1 0.791939 0.042726 18.53538 0.0000 

𝐿𝑉𝐴𝑇𝑡 0.062919 0.013074 4.812512 0.0001 

𝐸𝐶𝑇(−1) -0.208061 0.021026 -9.895202 0.0000 

Variables Long-run coefficient SE t-Stat Prob 

C 9.161962 0.103408 88.60016 0.0000 

𝐿𝑉𝐴𝑇 0.302406 0.017636 17.14744 0.0000 

Diagnosis tests     

 𝑅2 = 0.9965     �̄�2 = 0.9962  𝐷𝑊 = 1.303  

𝑋𝐿𝑀
2 = 3.088[0.214]   𝑋𝐵𝐺𝑃

2 = 0.266[0.876]  𝑋𝐽𝐵
2 = 0.1627[0.9218]𝑋𝑅𝑆

2 = 1.225[0.102] 

𝐹 − 𝑠𝑡𝑎𝑡𝑖𝑠𝑡𝑖𝑐 = 3449.748[0.0000]  STABILITY=CUSUM 

Source: Author's compilation (2022) from E-views 12 

 

𝐿𝑅𝐺𝐷𝑃𝑡 = 1.906 + 0.792𝐿𝑅𝐺𝐷𝑃𝑡−1 + 0.063𝐿𝑉𝐴𝑇𝑡 − 0.209𝐸𝐶𝑇𝑡−1              (4.4) 

 

The ARDL short-run model (4.4) depicted in Table 4.8 shows that in the short run, a 

percentage increase in last year's RGDP (𝐿𝑅𝐺𝐷𝑃𝑡−1) will lead to a 0.79 per cent increase in 

RGDP in the current year (𝐿𝑅𝐺𝐷𝑃𝑡), as the positive and direct relationship also has a significant 

impact on LRGDP as shown through the p-value of 0.000 which is less than the 0.05 level of 

significance for this study. 

 

𝐿𝑅𝐺𝐷𝑃𝑡 = 9.162 + 0.302𝐿𝐶𝐸𝐷𝑡 + 𝜀𝑡                                                               (4.5) 

 

Table 4.9. ARDL Bound Test for Value-Added Tax and Economic Growth 

 

Bounds test result 

Model F-statistic No. of Regressors (K) 

LRGDP 30.13 2 

LVAT  2 
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Pesaran et al., 2001 Critical values 

Significance I(0) I(1) 

10% 3.02, 3.51 

5% 3.62, 4.16 

1% 4.49 5.58 

               Source: Author's compilation (2022) from E-views 12 

   

 

The linear ARDL show a long-run association among the variables, as the F-bound 

statistics (30.13) is greater than the upper bound (4.16) at 5 per cent. Accordingly, a 1% increase 

in value-added tax (VAT) leads to a 0.302 percentage increase in RGDP. As VAT increases, 

the economy also grows, and the positive relationship is statistically significant at 0.05.  
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Figure 4.3. Stability Test Result (CUSUM) for Value-Added Tax and Economic growth 

Source: Author’s Computation 

 

 

Decision Rule 

The F-test Statistic of 3449.75 with a probability value of 0.000 is significant at a 5 per 

cent level, which implies that the null hypothesis that value-added tax (VAT) has no significant 

impact on economic growth in Nigeria was not accepted. The alternative hypothesis that there 

is a value-added tax (VAT) has a significant impact on economic growth in Nigeria was 

accepted. 
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Estimated Result for the effect of tax revenue on economic growth in Nigeria 

 

Table 4.10. Results of the Linear Autoregressive Distributed-lag (ARDL) equation 

 

Variables Short run coefficient SE t-Stat Prob 

C 2.493345 0.580491 4.295231 0.0003 

𝐿𝑅𝐺𝐷𝑃𝑡−1 1.054886 0.182375 5.784171 0.0000 

𝐿𝑅𝐺𝐷𝑃𝑡−2 -0.323962 0.146749 -2.207587 0.0385 

𝐿𝐶𝐸𝐷𝑡 -0.013752 0.016685 -0.824236 0.4191 

𝐿𝐶𝐼𝑇𝑡 0.076755 0.035401 2.168141 0.0418 

𝐿𝑉𝐴𝑇𝑡 0.007802 0.033682 0.231632 0.8191 

𝐸𝐶𝑇(−1) -0.269076 0.047109 -5.711814 0.0000 

Variables Long-run coefficient SE t-Stat Prob 

C 9.266317 0.117011 79.19214 0.0000 

𝐿𝐶𝐸𝐷 -0.051108 0.065118 -0.784855 0.4413 

𝐿𝐶𝐼𝑇 0.285255 0.091343 3.122887 0.0051 

𝐿𝑉𝐴𝑇 0.028994 0.127619 0.227196 0.8225 

Diagnosis tests     

 𝑅2 = 0.9980     �̄�2 = 0.9975  𝐷𝑊 = 2.341  

𝑋𝐿𝑀
2 = 2.9927[0.224]   𝑋𝐵𝐺𝑃

2 = 6.789[0.237]  𝑋𝐽𝐵
2  = 13.3665[0.0013] 

𝑋𝑅𝑆
2 = 0.2904[0.596] 

𝐹 − 𝑠𝑡𝑎𝑡𝑖𝑠𝑡𝑖𝑐 = 2127.602[0.0000]  STABILITY=CUSUM 

Source: Author's compilation (2022) from E-views 12 

Notes: SE: standard error, DW: Durbin Watson statistics * indicate significance at 5%. 

𝑋𝐿𝑀
2 , 𝑋𝐵𝐺𝑃

2 , 𝑋𝑅𝑆
2 , 𝑋𝐽𝐵

2  represent LM test for serial correlation, Breusch-Pagan Godfrey test for 

heteroscedasticity, Ramsey rest test for model specification and Jarque-Bera normality test, 

respectively. I(0) and I(1) represent lower and upper bound, respectively. [ ] indicate respective 

probability values, ECT; Error correction term. 

 

𝐿𝑅𝐺𝐷𝑃𝑡 = 2.493 + 1.055𝐿𝑅𝐺𝐷𝑃𝑡−1 − 0.323𝐿𝑅𝐺𝐷𝑃𝑡−2 − 0.013𝐿𝐶𝐸𝐷𝑡 + 0.077𝐿𝐶𝐼𝑇𝑡 +
0.008𝐿𝑉𝐴𝑇𝑡 − 0.269𝐸𝐶𝑇𝑡−1                                                                                                 (4.6) 

 

The ARDL short-run model (4.6) depicted in Table 4.10 shows that in the short run, a 

percentage increase in last year's RGDP (𝐿𝑅𝐺𝐷𝑃𝑡−1) will lead to a 1.05 per cent increase in 
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RGDP in the current year (𝐿𝑅𝐺𝐷𝑃𝑡 ). The positive and direct relationship also has a significant 

impact on LRGDP as revealed with the p-value of 0.000 which is less than the 0.05 level of 

significance for this study. The coefficient of ECT is negative and statistically significant at the 

5 % level and elaborates how speedily variables converge to equilibrium. The ECT depicted 

that the variable adjusts to equilibrium with a 26.9 % speed of adjustment. 

 

𝐿𝑅𝐺𝐷𝑃𝑡 = 9.266 − 0.051𝐿𝐶𝐸𝐷𝑡 + 0.285𝐿𝐶𝐼𝑇𝑡 + 0.029𝐿𝑉𝐴𝑇𝑡 + 𝜀𝑡                                (4.7) 

 

Table 4.11. ARDL Bound Test for Customs and Excise Duties and Economic Growth 

 

Bounds test result 

Model F-statistic No. of Regressors (K) 

LRGDP 5.48 4 

LCIT  4 

LCED  4 

LVAT  4 

Pesaran et al., 2001 Critical values 

Significance I(0) I(1) 

10% 2.37 3.20 

5% 2.79 3.67 

1% 3.65 4.66 

               Source: Author's compilation (2022) from E-views 12 

 

 

The linear ARDL show a long-run association among the variables, as the F-bound 

statistics (5.48) in Table 4.11 is greater than the upper bound (3.67) at 5 per cent. Accordingly, 

a 1% increase in custom excise duty (CED) will lead to a 0.05 per cent decrease in RGDP, 

while a percentage increase in CIT and VAT will lead to a 0.289 and 0.03 per cent increase in 

RGDP, respectively. As CIT and VAT increase, the economy also grows, and the positive 

relationship is said to be statistically significant at 0.05. Further findings from table 4.10 

established from the estimates include the goodness of fit of the model confirmed with the 

adjusted R2 (�̄�2 = 0.9975), which is the evidence of variations in the dependent variable [real 

GDP] explained by the independent variables (𝐿𝐶𝐼𝑇, 𝐿𝐶𝐸𝐷, 𝐿𝑉𝐴𝑇 at 99.75 percent. The 

remaining 0.25 per cent variations in LRGDP were explained by other factors not included in 

the model but captured with the error term in the model. 

Some diagnostics tests were performed to ascertain that the model is free from 

econometrics problems such as multicollinearity, autocorrelation and serial correlation, and 

heteroscedasticity is all confirmed absent from the model and estimations. Autocorrelation, 
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serial correlation, and heteroscedasticity are confirmed absence from this analysis with Durbin 

Watson's (DW) values, 𝑋𝐿𝑀
2  and 𝑋𝐵𝐺𝑃

2   at 2.341 2.9927[0.224] and 6.789[0.237], 
respectively. Furthermore, the normality and linearity of the residuals were diagnosed with the 

Jarque-Bera test and Ramsey Reset test. Normality and non-linearity are all confirmed absent 

from the estimated model with the values of 𝑋𝐽𝐵
2  and 𝑋𝑅𝑆

2  at 13.3665[0.0013] and 

0.2904[0.596], respectively. Finally, the stability of the parameters was established using the 

cumulative sum (CUSUM) of the square tests,  
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Figure 4.4. Stability Test Result (CUSUM) for Tax Revenue and Economic growth 

Source: Author’s Computation 

 

 

Decision Rule 

The F-test Statistic of 2127.602 with a probability value of 0.000 is significant at a 5% 

level, which implies that the null hypothesis of tax revenue (CED, CIT and VAT) has no 

significant impact on economic growth in Nigeria was rejected. The alternative hypothesis that 

tax revenue (CED, CIT and VAT) has significant impact on economic growth in Nigeria was 

accepted. 

 

 

5.  DISCUSSION OF THE FINDINGS 

 

The estimated result of the effect of Company Income Tax reveals that, Company Income 

Tax (CIT) has a significant impact on the economic growth of Nigeria. This result is similar to 

the findings by Ogwuche, Abdullah and Oyedokun (2019), Dibia and Onwuchekwa (2019), 

Festus and Anthony (2019) in their study on moderating effect of external debts on the impact 

of tax revenue on Nigeria economic growth.  
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The estimated result of the effects of Customs Excite Duties revealed (CED) that. The 

hypothesis, CED has no significant impact on economic growth was not accepted as the analysis 

of relationship shows a significant impact of the independent variable (CED) on the dependent 

variable (RGDP). In other words, the alternative hypothesis was not rejected. The result of this 

test is in line with the findings of Olufemi et al (2018) which found a significant relationship 

between economic growth and Customs and Excise Duty (CED). Also, it conforms to the 

findings of Aliyu and Mustapha (2020)  

As shown in Table 4.8, Value Added Tax (VAT) has a significant impact on the economic 

growth of Nigeria over the period of study. With an F-test of 3449.75 and a probability of 0.000, 

the hull hypothesis that VAT has no significant impact on economic growth was not accepted, 

hence, the alternative hypothesis was not rejected. This result is supported by the findings of 

Olufemi et al, 2018; Gabriel and Ezekiel, 2019; Ukeme and Olayinka, 2020; Adaku et al, 2019; 

and Festus and Anthony, 2019; which all revealed a significant positive impact of VAT on 

economic growth of Nigeria.  

This study revealed that tax revenue which include CIT, CED and VAT have significant 

impact on economic growth of Nigeria. Individually, the variables significantly impact 

economic growth. Likewise, combined, the independent variables impact economic growth, 

thus emphasizing their significance in long term economic growth of the country. This overall 

effect is supported by other findings of (Ibadin and Oluwatuyi, 2021; Adaku et al, 2019; Oshoke 

and Onutomaha, 2019; Dibia and Onwuchekwa, 2019; Ojong, Anthony and Arikpo, 2016). 

 

 

6.  CONCLUSIONS 

 

This study investigated the effect of tax revenue on economic growth of Nigeria. The 

independent variables comprised Company Income Tax (CIT), Customs and Excise Duties 

(CED) and Value Added Tax (VAT) while the dependent variable was economic growth 

measured through real Gross Domestic Product (GDP). The study data covered a period of 40 

years (1980 – 2020). The data for the study was sourced from the Central Bank of Nigeria 

(CBN), Federal Inland Revenue Services (FIRS) and National Bureau of Statistics (NBS). The 

data collected were analyzed using both linear and multiple regression analysis. The findings 

of this paper have revealed that tax revenues have long run relationships with real gross 

domestic product, economic growth of Nigeria. The implication is that effective mobilization 

of tax revenues in the economy will contribute significantly to real gross domestic product and 

development in the long run in Nigeria. Also, it was demonstrated that customs and excise 

duties have a negative and significant effect on economic growth in Nigeria in the long run. 

Company Income Tax (CIT) was found to have a positive and insignificant impact on the real 

gross domestic product index in the long run in Nigeria. Value-added tax was also found to 

have a positive and significant effect on real gross domestic product and human development 

index in the long run in Nigeria. From the foregoing, it should be noted that tax revenue 

generation in Nigeria either increases or decreases (as in custom and excise duties) real gross 

domestic product but in the long run, improves the real gross domestic product, hence the 

economic growth of Nigeria. 

The paper contributes, in no small way, to the empirical literature, as it provides a better 

measure to proxy economic growth using tax revenue which has been found to have significant 

effect on overall GDP growth. Also, the paper revealed there could actually be negative growth, 
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especially from Customs and Excise Duty which may be attributable to poor remittance by the 

Customs authority to the federation account. By implication, policymakers have a responsibility 

to device an efficient measure in the collection and remittance. 

 

Recommendations 

Based on the empirical findings of this study, the following recommendations are 

suggested: 

1. Government should strengthen the tax system as it affects company income tax, custom 

and excise duties as well as value added tax in terms of more concessions to taxpayers 

in order to elicit adequate and timely filing of tax returns, thereby ensuring adequate 

mobilization of tax revenue for economic development. 

2. Loopholes in the Nigerian tax system should be urgently addressed while removing the 

bottlenecks which may be responsible for the inefficiencies in tax collections and 

remittance and eventually negatively impact efficient mobilization of tax revenue for 

adequate fiscal policies and economic growth in Nigeria. 

3. The Federal Inland Revenue Service should ensure effective supervision and monitoring 

of tax payers to promote full compliance to tax rules and regulations. This will minimize 

tax avoidance and evasion thereby making more tax revenue available for government 

to initiate and implement its economic policies for sustainable growth and development. 
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