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ABSTRACT 
This study seeks to investigate the relationship between taxation and economic growth in Nigeria. The 

research’s major objective is to see how tax is being collected by the tax authority and how it’s being used in the 

development of the economy. The Federal Inland Revenue Service (FIRS), constitute the respective body 

responsible for taxation in the nation in general. The analysis of data is presented in tabular form using simple 

parentage and narration response. It consist of statistical calculation perform with raw data to provide answers to 

the questions including the research. The finding shows that the effective management in the Federal Inland 

Revenue Service (FIRS) enhances their revenue years. This means there were positive significance relationship 
between non-oil revenue profit tax and growth of the Nigeria economy. It also shows that the effective 

management and control in the system assisted the monitoring and appropriate evaluation of the revenue for the 

purpose of economic growth. Policy lateralization of the Nigeria economy being vigorously pursued by the 

federal government. The following recommendation are hereby presented by the researchers which he feels will 

help in the development of Nigeria economy in other to reflect the increase in standard of living and economic 

development. There is need for the Nigerian government to restructure the tax system in other to meets demand 

of the 21st century. The Federal Inland Revenue Service (FIRS), the government should ensure that taxation is 

properly manage in a manner that will accelerate economic growth, reduce inflation rate and generate 

employment in the country.    
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I. INTRODUCTION 
Taxation is not new word in Nigeria or the world as a whole. In Nigeria, taxation has been in existence 

even before the coming of the colonial masters or British. Taxation constitutes the major source of internal 

revenue to Nigerian government. The provision of basic amenities, securities among others is the responsibility 

of any government to her citizens. In other to provide the above mentioned Government need revenue from 

various source such as internal sources which constitutes majorly income from taxation. Taxation is a powerful 

mechanism that can be used by the government in growth and development of an economy.  
The primary goal of any developing country like Nigeria is to ensure or initiate the impact of taxation 

on the economy growth and development which leads to a higher standard of living, thus taxation can be used as 

a stimulus to accelerate such growth of the Nigeria economy. 

Therefore it can be realized that since  the advent of democracy in Nigeria, tax revenue and economic 

growth have been experiencing an upward growth in absolute terms. This study therefore seeks to determine the 

impact of taxation in economic growth and development and to determine whether there is any relationship 

between economic growth and taxation in Nigeria using simple percentage method (SPM). The problem of this 

paper work is that: It is obvious that Nigeria being one of the developing nations of the world is seriously faced 

with series of problems which includes, the extent in which the relationship exists between economic growth 

and taxation in Nigeria, the probable impact of the taxation on the Nigeria economic growth and development., 

the possible recommendation in improve the performance of taxation in Nigeria economy. The objective of this 

study is base on the specific objectives which as follows: to determine the relationship that exist between 
economic growth and taxation in Nigeria, to examine the impact of the taxation on Nigeria economic growth 

and development, to proffer recommendation to enhance the performance of the taxation. Research hypothesis is 

about the assumption, inference or feeling of the researcher on the set objectives. It is therefore, formulated 

based on the objectives of the study. In line with the aim and objectives of this study, the following hypotheses 

were formulated, the extent of the relationship that does not exists between economic growth and taxation in 

Nigeria, the extent to which taxation does not impacted to Nigeria economic growth and development, there is 

no significant recommendation put in place to enhance the performance of the taxation. The scope and limitation 
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of the study this is expected to cover Nigeria (i.e. thirty six (36) states and the FCT), Federal Inland Revenue 

Services (FIRS), since the same tax act applied in Nigeria.  

Due to financial handicap, distance (landmass) and the constraints and the attitude of the respondents, 
most of them were either not available or incorrectly completed the questionnaire given to them. The irrational 

behavior of human beings who react differently as same were willing to give the needed information other were 

reluctant or refused to co-operate even under several persuasion. While the paper methodology used in data 

collection were gotten from both the primary and secondary sources. 

The study is important in such that: The outcome of this study would enhance the students offering 

course in taxation to understand the subject properly and help the research to obtain the award of Bachelor 

Degree in Accounting, the  findings of this research would help government officials to utilize taxation in 

achieving desired goals. it shall also serve as an eye opener to government of the present time that taxation can 

be used as economic tool for growth and development of the country in order to avoid inflation, control high 

cost living and low standard of living.  

 The remaining of this paper is divided into three sections, a conceptual clarification section, theoretical 
literature review section and a conclusion, recommendation section and empirical. 

 

II. CONCEPTUAL FRAME WORK 
Taxation is basically the process of collecting taxes within a particular location, in this regards tax has 

been defined as “a monetary charge imposed by the government on persons, entities, transactions or properties 

to yield revenue” (Appah 2010). It has also been defined “the enforced proportional contributions from person 

and property, levied imposed upon an individual by the state by virtue of its sovereignty for the support of 

Government and or all public need” (National tax policy).  

Taxation may also be defined as a “pecuniary burden laid upon individuals or property to support 
government expenditure (Nwezeaku 2015). A tax “is not a voluntary payment or donation, but an 

enforced/compulsory contribution, exacted pursuant to legislative authority” and is “any contribution imposed 

by government”, whether under the name of duty, custom exercise, levy or other name. Taxes are therefore 

defined as a financial charge or levy imposed upon an individual’s, institutions or legal entity by a state or a 

component of the state (Yaya 2013). 

Anyanwu (2012) defined taxation as the compulsory transfer or payment (or occasionally of goods and 

services) from private individuals, institutions or groups to the governments. The main purpose of tax is to raise 

revenue to meet government expenditure and to redistribute wealth and management of the economy (Ola, 

2001; Thingan, 2004; Bhartia, 2009). 

There are three basic objectives of taxation which are; raising revenue for the government, regulating 

the economy and economic activities, and controlling income and employment (Anyanwu, 2013).    

Nzotta (2017) asserted that taxes generally have allocation, distribution and stabilization functions. The 
allocation function of taxes entails the determination of the pattern of production, the goods that should be 

produced, who produces them, the relationship between the private and public sectors and the point of social 

balance between the two sectors. The distribution function of taxes relates to the manner in which the effective 

demand over economic goods is divided, among individuals in the society. According to Musgrave and 

Musgrave (2014), the distribution function deals with the distribution of income and wealth to ensure 

conformity with what society consider a fair or just state of distribution. The stabilization of function of taxes 

seek to attain high level of employment, a reasonable level of price stability, an appropriate rate of economic 

growth and development, with allowances for effects on trade and on the balance of payment. Nwezeaku (2015) 

argues that the scope of these functions depends, inter alia, on the political and economic orientation of the 

people, their needs and aspirations as well as their willingness to pay tax. Thus the extent to which a government 

can perform its functions depends largely on the ability to design tax plan and administration as well as the 
willingness and patriotism of the government.  

 

III. THERETICAL LITERATURE REVIEW 
Understanding the impact of taxation on economic growth and development can be viewed from two 

major schools of thought the traditional economic school and the modern school. In the traditional economic 

school, Robert Barno (2005), views summarized in the work of Slemrod (2003) is that while holding other 

determinants of growth constant, low tax rates and how low government spending were associated with higher 

growth. This means that the higher the marginal tax rate, the greater the chances of higher income tax payers 

diverting extra time from productive operations to leisure activities. On the other hand, the modern school 
revealed that higher marginal tax rates leads to greater economic development in the long-run because 

government would secure a greater revenue which when invested in the country’s education and infrastructure 

development will boost the economy (Bonu & Pedro 2009).  
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IV. EMPIRICAL FRAMEWORK 
Several empirical studies have been conducted on the impact of taxes on economic growth and 

development. Okafor (20120 investigated the impact of income tax revenue on the economic growth of Nigeria 

as provided by the gross domestic product (GDP). The relationship between indirect taxation and economic 

growth has been examined severally by different researchers. The empirical studies of Anyanwu (2012), Engen 

and skinner (2016), Tosun and Abizadeh (2015) and Arnold (2017) were used as the basis for different 

explanations of taxes on economic growth and development. Engen and Skinner (2016) in their study of taxation 

and economic growth of U.S economy, large sample of countries and use of evidence from micro level studies 

of labour supply, investment demand, and productivity growth. Their result suggests modest effects on the order 

of 0.2 to 0.3 percentage points’ differences in growth rates in response to a major reform. They stated that such 

small effects can have a large cumulative impact on living standard. Tosun and Abuzadeth (2015) in their study 

of economic growth of tax changes in OECD countries from 1980 to 1999 reveal that economic growth 
measured by GDP per capital has a significant effect on the tax mix of GDP per capital. It is shown that while 

the shares of personal and property taxes have responded positively on economic growth, shares of the payroll 

and goods and services taxes have shown a relative decline. Arnold (2017) in their study found that short term 

recovery requires increase in demand while long run growth requires increase in supply. As short term 

concessions can be hard to reverse, this implies that policies to alleviate this crisis could compromise long run 

growth.  

 

V. CONCLUSION AND RECOMMENDATIONS 
Conclusion 
Ultimately taxation has not only contributed to the Federal Government only but has income an important 

investment in regulating most economic activities and has been as impacted to economic growth and 

development. In view of this, taxpayers must be persuading to pay taxes regularly. 

 

Recommendation 

The following recommendations are hereby presented by the researchers which he feels will help in the 

development of the Nigeria Economy in order to reflect to increase in standard of living and economy 

development  

1. In the Federal Inland Revenue Service (FIRS), the government should ensure that taxation is properly 

managed in a manner that will accelerate economic growth, reduce inflation rate and generate employment in 

the country. State  government should look into the more ways of generating revenue by having state owned 
enterprises. 

Local government should have more effective monitoring committee to ensure more revenue for their local 

responsibility.  

2. There is also need for the Nigerian government to restructure the tax system to meet demands of the 

21st century. There is also for the state government to restructure their tax system, likewise local government.    

3. The federal government of Nigeria should encourage entrepreneur development as the analysis shows 

that company income tax increase gross domestic product which would reduce. The rate of unemployment in 

Nigeria and the dependence on government for paid jobs as this will increase government revenue from 

company income tax.  Also state government should encourage entrepreneur development so as to increase state 

owned investment. Local government should encourage entrepreneur development in other to increase small and 

medium scale enterprises (SME). 

 

REFERENCES 
[1]. Aamir M. Qayuum, A., Nasir, A., Hassain, S., Khan, K. I., and Butt. (20001), “Determinants of Tax 

Revenue: Comparative Study of Direct Taxes and Indirect Taxes of Pakistan and India” International 

Journal of Business and Social Sciences, 2(18), 171-178. 

[2]. Abata, M.A., 2014. The Impact of Tax Revenue on Nigeria Economy (Case of Federal Board of Inland 

Revenue). Journal of Policy and Development Studies 1(1): 109-121. 

[3]. Abiola, S. (2002) Nigeria Taxation in Focus: Theory and Practical, Rakson Nigeria Limited, Lagos.       

[4]. Adejuwon, J. (2009) Analysis of Taxation Principles for Nigerian Students, Not by Power Nig Ltd. 

Lagos. 
[5]. Adegbie, F.F and A.S., Fakile, (2011). Company Income Tax and Nigeria Economic Development, 

European Journal of Social Sciences, 22(2): 309-319 

[6]. Ajakaiye M. (2010): Analysis of Tax formation and impact of Economic Growth in Nigeria , 

International Journal and Accounting and Financial Reporting, Vol. 2, No 2, 2010. 

[7]. Akintoye, I.R, Tashie, G.A (2018): The effect of tax compliance on Economic and Development in 

Nigeria, West Africa; British Journal of Arts and Social Sciences Vol. II No II (2018). 



Impact of Taxation on Economic Growth and Development in Nigeria: A Review 

DOI: 10.9790/0837-2606014145                            www.iosrjournals.org                                                  44 |Page 

[8]. Akwe, J.A (2014). Impact of Non-Oil Tax Revenue on Economic Growth: The Nigeria Perspective. 

International Journal of Finance and Accounting, 3(5): 303-309 

[9]. Anyanwu, J.C (2012), Nigeria Public Finance, Joance Education Publishers, Onitsha, Anambra State, 
Nigeria. 

[10]. Angahar P.A and Alfred, S.A. (2012) Personal Income Tax Administration in Nigeria: Challenges and 

Prospects for Increased Revenue Generation from self Employed Persons in the Society. Global Business 

and Economic Research Journal, 1 (1)pp 1-11 

[11]. Appah, E. (2010), “The problems of Tax Planning and Administration in Nigeria: The Federal and State 

Government Experience” International Journal of Labour and Organizational Psychology, 4(1-2), 1-14. 

[12]. Ariwodola, J.A (2000). Personal taxation in Nigeria 4th edition Lagos: JAA Nigeria Ltd. 

[13]. Bariyima, O.K and Gladson, N.N (2009) Booting Revenue Generate by State Government in Nigeria. 

The Tax consultants option Revisable. European Journal and Social Sciences, Volume 8, Number 4 

[14]. Bhartia, H.L (2009), Public Finance. 14th Edition New Delhi: Vikas Publishing House PVT Ltd.  

[15]. Bird, R. (2003),”Taxation in Latin America: Reflections on sustainability and the balance between equity 
and efficiency”. Joseph L. Rotman School of management, University of Toronto ITP paper 036. 

[16]. Bonu, N.S and M.P Pedro, 2009. The  impact of Income tax rates (ITR) on the economic development of 

Botswana. Journal of Accounting and Taxation, 1(1): 008-022. 

[17]. Cochran, W.g. 1963. Sampling Techniques, 2nd Education, New York: John Wiley and Sons, Inc. 

[18]. Dessai, M.A, Foley, C.F, and Hines, J.R (2004) Foreign Direct Investment in a world of multiple tax. 

Journal of Public Economics 8827-27-2744. 

[19]. Djankor, S,T. Granser, C. Mdiesh, R Ramalho and Shteifer A. (2013), “The effect of Corporate Taxes on 

Investment and Entrepreneurship, “NBER working paper No. 13756.            

[20]. Dwivedi D.N (2006), Principles of Economics. New Delhi: vikas Publishing House PVT Ltd. 

[21]. Emran S and Stightz J. (2015), “On selective Indirect Tax Reform in Developing Countries” Journal of 

public Economics, 18, 599-620 

[22]. Essoh, F, 2011. Effects of corporate taxes on economic growth: The case of Sweden. Jonkoping 
International Business School. 

[23]. Federal Inland Revenue Service (Establishment) Act, 2007. Tax administration (Self assessment) 

Regulations, 2011. 

[24]. Gareth, D.M., 2000. Institute for fiscal studies and university of Exeter, 1(21): 141-168.  

[25]. Thingan, M.L (2004) Money, Banking, International Trade and Public Finance. New Delhi: Vrinda 

Publications  

[26]. Lee Y. and Gordon R.H (2015). “Tax structure and economic growth” Journal of Public Economics, 89, 

1027-1043 

[27]. Lekan S, and Sunday, O (2006). Taxation, Principles and Practices in Nigeria. Ibadan: Silicon Publishing 

Company. 

[28]. Margalioth Y. (2003), “Tax competition, Foreign Direct Investment and Growth: Using the Tax System 
to Promote Developing Countries”, Virginia, 23, 161-204 

[29]. McCarten W. (2015), “The Role of Organizational Design in the Revenue Strategies of Developing 

Countries, Paper Presented at Global VAT conference, Rome.  

[30]. Musgrave, R.A and Musgrave P.B (2004), Public Finance in Theory and Practive, New Delhi: Tata 

McGraw Hill 

[31]. Naiyeju J,K. Improving the Nigeria tax system from Canadian Experience. Wordsmith Printing and 

Packaging ltd, 101-104 

[32]. Nnanna O.J (2004), Financial Sector Development and Economic Growth in Nigeria; An Empirical 

investigation. CBN Economic and Financial Review, 42(3) 

[33]. Nwezeaku, N.C (2015), Taxation in Nigeria: Principles and Practice. Owerri: Springfield Publishers  

[34]. Nzotta, S.M., (2017). “Tax Evasion Problem in Nigeria: A critique”, The Nigerian Accountant, 40(2), 40-

43 
[35]. Ogbonna, G.N and E. Appah, 2016. Impact of tax reforms and economic growth in Nigeria: A Granger 

causality approach. International Journal of Research in Management, Science and Technology, 3(2), 62-

80 

[36]. Okoli, M.N. Kaka, 2017. Taxation and economic growth in Nigeria: A time series analysis. Current Res. 

Y. Soc, Sci 4(1): 62-68. 

[37]. Ola, C.S (2004), Income Tax Law and Practice in Nigeria. Ibadan: Heinemann Education Books 

(Nigeria) plc.  

[38]. Oluba, M.N (2008), Justifying Resistance of Tax Payment in Nigeria, Economic Reflection volume B 

No. 3 April  2008.  



Impact of Taxation on Economic Growth and Development in Nigeria: A Review 

DOI: 10.9790/0837-2606014145                            www.iosrjournals.org                                                  45 |Page 

[39]. Saima, S.A Tariq, F.R. Muhammad, A. Sofia and A. Amir, 2014. Taxation effects on economic activity 

in Pakistan. Journal of Finance and Economics, 6(2): 215-219.  

[40]. Sani, T.A (2005) Contentious  Issues Tax Administration and Policy in Nigeria; A state Governor 
Prospective Paper Presentation by Executive Governor of  Zamfara State, at 1st National Retreat in 

Taxation. 

[41]. Scarlett H.G. (2017), Tax Policy and Economic Growth in Jamaica Working Paper. 

[42]. Sekou, M, 2015. The Impact of tax collection in achieving revenue targets. The directorate general of 

taxes of Mali case study. Theoretical Economics letters, 5:403-409. DOI http://dx.doi.org/10.423/teh. 

2015 

[43]. Tosun, M.S and Abizadeh S. (2005), “Economic Growth and Tax Components: An Analysis of Tax 

Change in OECD” Applied Economics, 37, 2251-2263   

[44]. United Nation (2010) Resource Mobilization for Economic Development; The Role of Tax 

Administration. United Nation in Conjunction with Association ale Planification Fiscal Financiere. 

[45]. Yamane, Taro. 1667. Statistics, An introductory Analysis, 2nd Edition, New York: Harper and Row. 
[46]. Yaya, K., 2013. The Structure of taxes and economic growth in Cote D’Ivoire: An econometric 

investigation. Journal of Research in Economic and international Finance, 3(2): 39-48.  

Ibrahim Kabiru Yaro. “Impact of Taxation on Economic Growth and Development in Nigeria: A 

Review.”IOSR Journal of Humanities and Social Science (IOSR-JHSS), 26(06), 2021, pp. 41-45. 

 

 

http://dx.doi.org/10.423/teh.%202015
http://dx.doi.org/10.423/teh.%202015

