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Abstract: The study examines the impact of Petroleum Profit Tax, Company Income Tax and 

Value Added Tax on the Nigerian‟s Economic Growth. The research adopted expos-facto 

research as secondary data were used for the analysis. The study covered twenty four years 

period (1995-2018). Data were analyzed using the least squares regression techniques 

procedure while Augmented Dickey Fuller Unit Root Test and Single Equation Johansen Co-

integration Test were carried out. It was found that PPT, CIT, and VAT have positive and 

significant impact on the Nigerian‟s GDP with the Adjusted R² of 83.3% which directly 

enhanced growth in Nigeria. Furthermore the compliance of tax payers and effort made by 

the tax collectors in putting strategized mechanism in place to generate revenue to Nigerian 

Government. This is as a result of gradual process of economic diversification coming to 

play.  The study recommends that the government should put in place fiscal policies that will 

enhance investment in agriculture, industries and technology, provide the necessary human 

and material infrastructures and computerization of the integral tax operations that are 

needed to support petroleum and companies business so they can earn more income that will 

enhance taxation. 
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Introduction 

Government raises funds from various sources such as issuing of public debt, levying of 

taxes, fees, fines and specific charges. Among the various sources from which Governments 

can raise finance, taxes are the most important and reliable source. Taxation is a tool by 

government in fashioning various aspects of economic growth. Taxes are instrument of fiscal 

policy. The purpose of taxation is to raise funds for activities which cannot be pursued 

without government action (Okafor, 2012). These include the public contribution to 

economic investment, as well as enabling people to meet their basic needs and enjoy wider 

opportunities. Without taxation, government cannot create a better society. The ways which 

federal government generate revenue can be through petroleum profit tax PPT, company 

income tax CIT ,and value added tax VAT The oil industries have achieved great prominence 

in the Nigerian economic environment since early seventies (Azubike,2009). The 

Government has attached importance to oil exploration and production such that the taxation 

of profits of companies engaging in such operations are taxable under a tax law known as 

Petroleum Profits Tax Act (PPTA). Petroleum is the main source of energy and shapes the 
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political, socio-cultural, technological and economic destiny of the country. It is a source of 

power in international politics.  

 

From 1970 to 2009 the petroleum industry generated 82% income for Federal Government 

while 18% came from non-oil revenue (Appah & Ebiringa 2012). According to (Azaiki & 

Shagari, 2007) the Petroleum industry constitutes a major source of income and occupies a 

strategic position in the economic development of Nigeria. For the past decades, the industry 

has been playing vital and downhome generation. The principal legislation governing 

petroleum operations in Nigeria is the Petroleum Profit Tax Act (PPTA) of 2007. Its main 

fiscal instrument is the petroleum profit tax (PPT). Under the PPT, the tax rate was set at 67.5 

percent for the first five years of operations by the company and 85percent thereafter 

(Onyemachi 2012). It is therefore worthy of noting that oil and gas industry in Nigeria is very 

critical and without the income accruing from it, Nigerian government may not be able to 

carry out certain pubic expenditures and survive as a nation (Adigbe 2011). Such expenditure 

relates to socio-cultural, economic, military, Environmental, legal and political activities. 

Empirical investigation of the effects of this income (Petroleum profit tax) on the Nigerian 

economy is extremely crucial for the nation. 

 

The problems with Nigerian economy have been traced to failure of successive governments 

to use oil revenue and excess crude oil income effectively in the development of other sectors 

of the economy. Over all, there has been poor performance of national institutions such as 

power, energy, road, transportation, politics, financial systems, and investment environment 

have been deteriorating and inefficient. Despite the fact that crude oil has been the source of 

Nigerian economy, the economy is facing with high rate of unemployment, wide spread oil 

spillage, increasing poor standard of living as a result of decreasing gross domestic product, 

per capita income, high rate of inflation and high level of interest rate which has led to the 

effect of the economic development. It is therefore important to examine the effect of 

petroleum profit tax (PPT) on economic growth in Nigeria. Companies are taxed under the 

Companies Income Tax Act introduced in 1961 with modification in 2007. Companies 

Income Tax (CIT) is charged on the profit or gain of any company accruing in Nigeria. The 

company income tax rate has been 30% and it is applied on the total profit or chargeable 

profit of the company (Adegbie & Fakile, 2011). According to Gwangi & Abubakar (2015), 

recognizing the need for improved and sustained efforts by government to raise revenue in 

Nigeria as a matter of urgency; certain offences have been created by the CITA the breach of 

which makes a company liable to stated penalties.  

 

While CAMA regulates incorporation, control and management of companies, CITA charges 

to tax the profits of these companies. Before CITA can be effective, there must be in 

existence, companies brought into being by CAMA. Ariwodola (2000) companies‘ Income 

tax is chargeable on the global profits of Nigerian companies irrespective of whether or not 

they are brought into or received in Nigeria. The portion of the profits of non-Nigerian 

companies derived from such companies‘ operations in Nigeria. Dividend interests or 

royalties due to non-Nigerian Companies are assessed at ten percent (10%) withholding tax 

rate. Company Income tax is chargeable on the income of all companies operating in the 

country except those specifically exempted under the Act.  

 

According  to  Ajakaiye (2000),  the  impressive  performance  of  VAT  in  virtually 

provides  a  buoyant  revenue  base  that  usually  yields significantly more revenue than other 

tax on year 2015 (CBN,2015). The revenue derived from VAT has been grossly understated 

as a result of several challenges. The factors responsible for the poor performance of VAT 
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revenue in Nigeria include: high rate of tax evasion and avoidance by companies, poor tax 

administration, poor taxpayers education, inconsistent government policies, and lack of 

adequate statistical data, inadequate manpower and corruption among tax officials. According 

to Iweala, (2013), about 75% of registered firms were not in the tax system and 65% of them 

had not filed their tax returns in the last 3years. Over ₦80billion was lost monthly from these 

companies, estimating the total Company Income Tax leakages in that period to about 

$250million. Therefore, it is pertinent to evaluate the effect of petroleum profit tax (PPT), 

company income tax (CIT) and Value Added Tax (VAT) on the economic growth of Nigeria. 

The general  negative  attitude  on  the  part  of  citizen  of  the  country towards  paying  tax,  

poses  tax  avoidance,  under-utilized revenue  from  tax unaccountability  on  the  side  of  

tax administrators, cause a great set back to the development of the nation also, poor  

awareness  of  the  issue  of  tax  by  the public,  ineffective  administration  and  

implementation  of  tax, excessive dependence of imports, etc. It also becomes difficult to 

comply  with  tax law of all kind, since  it  involves  giving  out  a  percentage  of ones  

income  to  the  government.  Nigeria is Africa‘s most populous nation and the largest 

economy in the continent, however faces some chronic power shortage, which reduce the cost 

of doing business that will enhance development to the Nation. According to EIA (2015) the 

power generation rate in Nigeria is estimated at 41%, 100 million people approximately leave 

in Nigeria without access to electricity. Despite the fact that Petroleum Profit Tax has been 

the main source of income to the Nigerian economy and Company Income Tax being the 

major source of income from non-oil revenue for example in 2014, Petroleum Profit Tax 

generated ₦2,453,947 trillion and Company Income Tax generated ₦1,173,491 trillion (CBN 

Statistical Bulletin, 2014). At the same time, oil theft leads to pipeline damage that is often 

severe, causing loss of production, pollution, and forcing companies to shut in production 

(EIA 2015). Petroleum profit tax which is supposed to be a source of finance for economic 

development has turned out to be a bone of contention between many interests groups 

precisely the government (Attamah, 2004). The administration of the companies‟ income tax 

in Nigeria is vested on the Federal Inland Revenue Services. The tax is payable by all 

companies at the rate defined by the Companies Income Tax Act (CITA). However despite 

there being regulation on Companies Income Tax in Nigeria, low tax compliance has become 

a matter of grave concern in Nigeria because it limits the capacity of the governments to raise 

revenues for development purposes. According to Naomi and Sule, (2015) Companies 

Income Tax has significant impact on the economy of any nation because it serves as a 

stimulus to economic growth. The some factors that are responsible for the poor performance 

of CIT revenue in Nigeria include: high rate of tax evasion and avoidance by companies, poor 

tax administration, poor taxpayers education, inconsistent government policies, and lack of 

adequate statistical data, inadequate manpower and corruption among tax officials. Therefore, 

it is pertinent to evaluate the effect of petroleum profit tax (PPT), company income tax (CIT) 

and Value Added Tax (VAT) on the economic growth of Nigeria. It is against this 

background that the study examined the impact of petroleum profit and the value added tax 

on Real Gross Domestic Product (RGDP) in Nigeria 

 

Literature Review 

 

Overview of PPT, CIT and VAT  

The Petroleum Profit Tax Act (PPTA), which is the Act responsible for regulating the tax 

payable by companies in this sector, defined the operations of the upstream sector as ―the 

winning or obtaining and transportation of petroleum product in Nigeria by or on behalf of a 

company for its own account by any drilling, mining, extracting or other like operations or 

process. Ewoma (2012) suggests that the distinct features of this sector can be seen in the 
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intensity of capital used by companies in this sector to carry out their operations, the high 

business risk involved, the use of unconventional accounting method, and the complexity of 

tax reporting and filing regime On the other hand, the downstream sector involves all 

activities that support the operations and the conversion of crude oil produced into usable 

form. Hence, companies involved in refining, marketing, petrochemical sale, processing and 

marketing liquefied natural gas and oil field services are grouped under the downstream 

sector. The companies under this sector are liable to tax under the Companies Income Tax 

Act (CITA), 2004. The need for improved and sustained efforts by government to raise 

revenue in Nigeria as a matter of urgency; certain offences have been created by the CITA 

the breach of which makes a company liable to stated penalties. This is as a result of the large 

number of companies not capture in the tax net and even those captured there are incidence of 

tax evasion and avoidance hence having adverse consequence on revenue A Company is 

defined by Section 93 (1) of the Companies Income Tax Act CAP 60 Laws of the Federation 

of Nigeria (LFN), 1990 as ―any company or corporation other than a corporation sole, limited 

liability companies is being carried out by the Corporate Affairs Commission (CAC) in 

Nigeria. The world Limited (Ltd) or Public Company (Plc) is expected to end each name of a 

registered company (Gwangi & Abubakar, 2015). 

 

The impact of PPT, CIT and VAT on Nigeria economy 

Petroleum profit tax is one of the major ways to collect tax in Nigeria. Petroleum profit tax, 

according to Attamah (2004), is a legislation which imposes tax upon profits from the mining 

of petroleum in Nigeria and provides for the assessment and collection thereof and for the 

purposes connected therewith. One of the sources of petroleum income is the Petroleum 

Profit Tax. Accounting for income from oil and gas producing activities according to Gallun 

and Stevenson (1986), differ in many respects from financial accounting. The purpose of tax 

accounting is to gather information for the efficient preparation of income tax returns 

according to rules established by the Federal Board of Inland Revenue Code and Regulation 

(now Federal Inland Revenue Services). Besides the petroleum profit tax, Nigeria needs to 

meet its export commitment or quota approved by the Organization of Petroleum Exporting 

Countries (OPEC), scheduled dates of each supply agreement and resolve all necessary 

regulatory issues between government agencies and oil companies as operators of oil fields.  

Azaiki and Shagari (2007), brought out that countries blessed sufficient to have petroleum, 

can base their development on this resource. They point to the potential benefits of enhanced 

economic growth and the creation of jobs, increased government revenues to finance poverty 

alleviation, the transfer of technology, the improvement of infrastructure and the 

encouragement of related industries. Ogbonna (2009) expressed the view that the 

administration of Petroleum Profits Tax in Nigeria has mainly been focused on revenue 

generation to the detriment of stimulating economic growth and development. 

 

According to Nwete (2004) the following are the objectives of petroleum taxation in Nigeria.  

To achieve government‘s objective of exercising right and control over the public asset, 

Government imposes very high tax as a way of regulating the number of participants in the 

industry and discouraging its rapid depletion in other to conserve some of it for future 

generation. This in effect will achieve government aim of controlling the petroleum sector 

development. The high profile of a successful investment in the oil industry makes it a 

veritable source for satisfying government objective of raising money to meet its socio-

political and economic obligations to the citizenry. 
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The Administration of PPT, CIT and VAT 

Adegbie (2007) defined tax administration as ―the legal system approved by the government 

body to have the charge, to have the direction, to manage or to provide various policies; laws 

and regulations for our tax system to ensure all applicable taxes are collected and remitted to 

the appropriate authorities‖. Ogbonna (2010) opined that tax administration involves all the 

strategies and principles employed by a government to plan, impose, collect, account, control 

and co-ordinate personnel charged with the responsibility of taxation. From his opinion it can 

be inferred that tax administration has been placed with the responsibility of tax authorities 

and agencies of tax administration, in the case of the petroleum profit tax the Federal Inland 

Revenue Service (FIRS) has been placed in charge of its administration. 

 

The FIRS is saddle with responsibility of carrying out such acts as may be deemed necessary 

or expedient for the assessment and collection of the tax to sue and be sued in the official tax 

name to acquire, hold and dispose any property taken as security for, or in satisfaction of any 

penalty, tax or judgment debt due from a company. It may authorize any person within or 

outside Nigeria to perform or exercise any of its powers or duties or receive any notice or 

other document to be served upon or delivered or given to the Service. (Ewoma, 2012). 

 

McPherson (2004), as cited in (Abiola & Asiweh, 2012), opined that efficiency and 

effectiveness should be the main factors to be considered when designing a tax administration 

structure that will give a desired result. Tax administration can be said to be effective if high 

compliance by tax payers is ensured, on the other hand, it is said to be efficient if 

administrative costs are low relative to revenue collected. Also, Ogbonna (2011) opined that 

there should be effective and efficient tax administration if Nigerian government must 

achieve its objectives. As earlier stated, the focus of petroleum profit tax (PPT) in Nigeria is 

the upstream sector of the oil and gas industry which engages in oil production, mining and 

prospecting. The administration of the companies‟ income tax in Nigeria is vested on the 

Federal Inland Revenue Services. The tax is payable by all companies at the rate defined by 

the Companies The administration of the companies‟ income tax in Nigeria is vested on the 

Federal Inland Revenue Services. Income Tax Act (CITA).The Company Income Tax (CIT) 

has become a major source of revenue in many developed countries (Ajakaiye, 2000).  

 

VAT is a consumption tax levied at each stage of the consumption chain and borne by the 

final consumer of the product or service. Each person is required to charge and collect VAT 

at a flat rate of 5% on all the invoiced amounts, on all   amended. Where  the  VAT  collected  

on behalf of the government (output VAT) in a particular month is more  than  the  VAT  

paid  to other  persons (input  VAT)  in  the same  month,  the  difference  is  required  to  be  

remitted  to  the government,  on  a  monthly  basis,  by  the  taxable  person (Oserogho and  

Associates,  2008).  Where  the  reverse  is  the  case, the  taxpayer  is  entitled  to  a refund of 

the  excess  VAT  paid  or more practically, to receive a tax credit of the excess VAT from 

the government. All exports are zero rated for VAT, i.e. no VAT is payable on exports.  Also,  

VAT  is  payable in  the  currency  of the  transaction  under  which  goods  or  services  are  

exchanged (Umeora, 2013). 

 

The Concept of Economic Growth 

In strict basic economic theory there is a distinction between growth and increased 

production. Growth is about how the production possibility increases over time. The 

production possibility can increase due to a productivity increase and/or an increased supply 

of production factors. These are structural changes in the economy which in turn increase 

production. On the other hand, when production varies due to seasonal and/or cyclical 
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changes the production possibility in a country is still the same. However, the word growth is 

usually used to denote production increase. 

 

Measurement of Economic Growth  

There are different ways to measure economic growth on regional level. In Nigeria the GDP 

change is for instance used by Statistics and Agency for Economic and Regional Growth. The 

Nigerian Agency for Growth Policy Analysis (Growth Analysis) on the other hand uses 

changes in labour productivity as a measure of economic growth in regions Growth Analysis 

then use wage sum per employed or wage simper inhabitant as an estimator for labor 

productivity. Gross Regional Product (GRP) is a summation of value added of all produced 

goods and services for all sectors in a region. In order to measure economic growth in a 

region of the following formula is used Nigerian Agency for Economic and Regional Growth 

operations include the areas of responsibility belonging FIRS and the Nigerian  National 

Rural Development Agency as well as the Nigerians Consumer Agency's tasks concerning 

commercial and public service.  

 

Theoretical Framework  

The only theory identified provides a link between tax revenue generation and economic 

growth is expediency theory. 

 

Expediency Theory This theory asserts that every tax proposal must pass the test of 

practicality. It must be the only consideration weighing with the authorities in choosing a tax 

proposal. Economic and social objectives of the state and the effects of a tax system should 

be treated irrelevant (Bhartia, 2009). Anyafo (1996) explained that the expediency theory is 

based on a link between tax liability and state activities. It assumes that the state should 

change the members of the society for the services provided by it. This reasoning justifies 

imposition of taxes for financing state activities by inferences, provides a basis, for 

apportioning the tax burden between members of society. This theory relates to a normal 

development process and represents a bench mark against which country specific empirical 

evidence may be compared. This study therefore focuses on the expediency theory which 

enables us to assess the extent to which the Nigeria tax system conforms to this scenario 

where the link between tax liability and economic activities are linked. This is because the 

expediency theory focuses on the fact that taxes are collected to achieve economic objective 

which enhances the growth and development of a country in all its spheres. 

 

Review of Related Empirical Studies  

Several studies have examined taxation as an instrument of economic development in 

different countries with diverse techniques. This review was done in line with the specific 

objective of the study. 

 

Abdul-Rahamoh, Taiwo & Adejare, (2013) appraised the effect of petroleum profit tax on 

Nigerian Economy. The study covered a forty year period from (1970 to 2010). The analysis 

was done using multiple regression analysis. The study revealed that petroleum profit tax had 

significant impact on Nigerian economy. Ogbonna and Appah, (2012) using co-integration 

test and Granger Causality test as model Co-integration test result indicates the existence of 

long-run relationship between economic growth and petroleum profit tax. The granger 

causality test also shows that petroleum profit tax does granger causes on economic growth in 

Nigeria. It was also found that petroleum profit tax is a major factor for economic growth in 

Nigeria for the year under review. Success, et al., (2012) investigated the impact of 

Petroleum Profit Tax on the economic development of Nigeria between the periods 2000 to 
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2010.Their findings reveal that petroleum profit tax positively impacts on gross domestic 

product (GDP) of Nigeria, and the impact is statistically significant.  

 

Eyisi, Chioma and Bassey (2015) examined the effect of taxation on the macroeconomic 

performance in Nigeria using ordinary least squares regression method from 2002 to 2011 

and found that revenue generation from taxation has a positive effect on the macroeconomic 

performance of the Nigerian economy. The study concluded that change in taxation will lead 

to high standard of living, provision of employment and reduction in interest rate. Kamiar and 

Hashem (2013) examined the impact of oil revenues on the Iranian economy for the period 

1908 to 2010 and found that although oil has been produced in Iran over a long period, its 

importance in the Iranian economy was relatively small up until early 1960s. It was 

concluded that oil income has been both a blessing and a curse. In terms of maintaining and 

sustaining GDP growth, oil income has been a blessing. But it has also been a curse in 

inducing excess inflation, exchange rate volatility and macroeconomic inefficiencies, with 

adverse political and institutional implications.  

 

Abdullahi, Madu & Abdullahi (2015) examined the evidence of petroleum resources on 

Nigerian economy using simple linear regression model from 2000 to 2009 and found that 

petroleum has a direct and positive significant relationship with the Nigeria economy and 

therefore concluded that petroleum has been the mainstay of Nigeria economy since it 

discovery and it constitutes the major source of our foreign reserves and main source of 

development capital. They showed no evidence of whether a unit root was conducted, and as 

such one would not be inclined to affirm a generalized statement as claimed by them. 

Adegbite (2015) examined the effects of corporate income tax on revenue profile; it also 

determined the impact of corporate tax revenue on economic growth in Nigeria using 

multiple regression analysis method from 1993 to 2013 and found that there is a positive 

significant impact of corporate tax on revenue in Nigeria. The study concluded that 

government should reduce corporate income tax rather than eliminate corporate tax in 

Nigeria; lower corporate tax will increase the demand for labour which will in turn raises 

wages and increases consumption. 

 

Afuberoh and Okoye (2014) also studied the impact of taxation on revenue generation in 

Nigeria for the period 1994 to 2004. Using petroleum profit tax, education tax and personal 

income tax as proxy for taxation (independent variables) and gross domestic product as the 

dependent variable, regression analysis was employed by the researcher to analyse the data 

used in the study, and discovered that taxation has a significant contribution to revenue 

generation and that taxation has a significant contribution on Gross Domestic Product (GDP). 

Naomi and Sule (2015) studied the company income tax in the light for alternative financing 

for sustainable development in Nigeria. The study employed Ordinary Least Square (OLS) 

method and Co integration Test over the period 1987 – 2013 to analyse the long run 

relationship between company income tax and revenue generation in Nigeria. The study 

concluded that there is a positive and significant relationship between company income tax 

and revenue generation in Nigeria. It has been identified that none of the existing studies 

relate the petroleum profit tax and company income tax to Nigeria economic growth in terms 

of the ability of the government to meet its capital and recurrent expenditures which will in 

turn increase gross domestic product. The task of filling this gap is undertaken in this study. 

Nwezeaku, (2005) affirms that PPT involves the charging of tax on the income accruing from 

petroleum operations. He notes that the importance of petroleum to the Nigeria economy 

gave rise to the enactment of different laws regulating taxation of incomes from petroleum 

operations. Petroleum profit tax is a tax applicable to upstream operations in the oil industry 
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as it is related to rent, royalties, margin, oil mining prospecting and exploration leases. It is 

the most important tax in Nigeria in terms of its share of total revenue, contributing over 70% 

of government revenue and 95% of foreign exchange earnings (Odusola, 2006). Okpe, 

(2003), have it that petroleum profit is levied on the current year basis. That is to say, the 

basis period for petroleum profit tax (PPT) is the actual profit of the accounting period. Put in 

another way, the basis period for any assessment year is the same as the accounting period of 

the company. 

 

Olatunji and Adegbite, (2014) studied the effect of petroleum profit tax interest Rate and 

Money Supply on Nigeria Economy from 1970 to 2010; multiple regression were employed 

to analyze the relationship among variable. The analysis revealed that short run effect of 

petroleum profit tax was positive while that of interest rate was positive on economic growth. 

The study indicate that petroleum contribute positively to income. 

 

Manukaji, (2018) studied the effect of tax structure on economic growth in Nigeria spanning 

between1994 to 2016. Tax was disaggregated into value added tax, petroleum profit tax, 

personal income tax and company income tax. These tax components were regressed against 

gross domestic product which is a proxy for economic growth. The data generated were 

analyzed using descriptive statistics, stationary test, integration test and ordinary least square. 

The study found that all the tax components studied (Value added tax revenue, personal 

income tax revenue, petroleum profit tax revenue and company income tax revenue) has 

significant effect on economic growth in Nigeria. Usman and Adegbite, (2015) examined the 

impact of petroleum profit tax on economic growth in Nigeria using time series data spanning 

the period 1978-2013. They applied Johansen co-integration and the Granger causality tests. 

The studied revealed that petroleum profit tax has positive significant impact on GDP both in 

the short run and in the long run. Also, PPT does not granger cause GDP.  

 

Cornelius, Ogar and Oka, (2016) study examined the impact of tax revenue on the Nigerian 

economy using time series data spanning beween1986 to 2010. The study applied Ordinary 

least squares of multiple regression models was used to establish the relationship between 

dependent and independent variables. The finding revealed that there is a significant 

relationship between petroleum profit tax and the growth of the Nigeria economy. It showed 

that there is a significant relationship between non-oil revenue and the growth of the Nigeria 

economy. The finding also revealed that there is no significant relationship between company 

income tax and the growth of the Nigeria economy. Okoh, Onyekwelu, and Iyidiobi, (2016) 

examined the effect of petroleum profit tax on economic growth of Nigeria used time series 

data spanning for twelve years 2004 to 2015.The study adopted expos-facto research as 

secondary data were used for the analysis and applied simple linear regression. The results 

revealed that PPT had positive and significant effect on Nigerian GDP. 

 

Methodology 

 Guided by the perceived functional relationship between the matrix of economic growth 

(GDP) with PPT, CIT and VAT revenue, a link is forged among the 4(four) variables. From 

sub-macro and micro economic perspectives, the model for this work states that economic 

growth (GDP) depends on PPT, CIT and VAT revenue. The model which is in line with the 

work of Bakare and Yahaya (2018) is a modified form of the model specified by Anyanwu 

(2007) in his study of Nigeria‟s tax efforts and economy development. Thus, the functional 

relationship and the resultant models are as specified below: 

 𝑡                                         
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Where  

Y= dependent variable 

X1-X3 = independent variables 

t = time factor   

 

Having the dependent variable as RGDP (in billions), while the independent variables are: 

PPT, CIT, and VAT (in billions). CIT and VAT acting as the control variables, in the above 

function from our model 1 for the study can now be properly specified as: 

RGDPt =βo + β1PPTt + β2CITt + β3VATt +Uit …………………………………….2 

Where RGDP is the Real Gross Domestic Product GDP in Billions of Naira 

PPT is the Petroleum Profit Tax Revenue in Billions of Naira 

CIT is the Company Income Tax in Billions of Naira 

VAT is the Value Added Tax in Billions of Naira  

βo, β1, β 2 and β 3 are the parameters  

t is the present time period 

 

Since the data to be used for the analysis is time series, we employed co-integration tests to 

avoid spurious regression. The first step would be a diagnostic test of each of the variables 

for stationarity. This study employs the Augmented Dickey - Fuller test for unit root. If any 

of the series found to be integrated, then a co-integration test conducted using Johansen Co-

integration Test. 

 

Nature and Sources of Data  

Secondary data is extracted from various reports of the Federal Inland Revenue Service 

(FIRS) and the Central Bank of Nigeria (CBN) statistical bulletin, Federal Ministry of 

Finance and Nigerian National Petroleum Corporation Annual Statistical Bulletin were used 

in this study. The data consist of Petroleum Profit Tax (PPT), Company Income Tax (CIT) 

Value Added Tax and Economic Growth (EG) between 1995 and 2018 in Nigeria. 

Regression technique was adopted as our tool of analysis as it was found appropriate for the 

data analysis. 

 

Estimation Technique  

The study adopts a time series data analysis research method but the data were estimated 

using fully Modified Least Square (FMLS) Regression Technique. The data were analyzed 

using E-views version 10. The steps includes the testing of the series individually for 

stationarity using the Engle and Granger (1987) two step approach to determine the order of 

integration of the variables using the Augmented Dickey-Fuller (ADF) set of unit root test. 

After that we proceeded to search for the existence of long-run equilibrium causal 

relationship among petroleum profit tax, company income tax, value added tax and the 

economic growth variables. 
 

Data Presentations, Result and Discussions 
 

Preliminary Analysis: 
 

Table 1 Augmented Dickey-Fuller (ADF) Unit Root Test 
Variables t-statistic Prob @ 5% sig level Order of integration 

GDP -3.020686 0.0325 1(2) 

Ppt -3.012696 0.0448 1(1) 

Cit -3.030341 0.0093 1(1) 

VAT -3.040391 0.0062 1(1) 

Source: Author’s Computations 2021 
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Table 1 shows the result of unit root test with the use of augmented dickey-fuller (ADF). The 

result shows that all the variables are stationary after first difference I (1) except GDP this 

means that there is present of unit root in the variables that is, there is present of short term 

variance among the variables. Since there is present of short term variance among the 

variables, this will lead to the test for long term variance through the use of is co integration 

test. 
 

Table 2: Co-integration test (Johansen Co-integration) 
Included observations: 29 after adjustments  

Trend assumption: No deterministic trend  

Series: LGDP LPPT LCIT LVAT    

Lags interval (in first differences): 1 to 1  

     
     Unrestricted Cointegration Rank Test (Trace)  

     
     Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     None *  0.562100  45.95066  40.17493  0.0118 

At most 1  0.317772  22.00347  24.27596  0.0942 

At most 2  0.298593  10.91412  12.32090  0.0850 

At most 3  0.021448  0.628762  4.129906  0.4886 

     
      Trace test indicates 1 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

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

Source: Author’s computation using EVIEWS version 10. 2021 

 

Table 2: presents the result of Johansen co-integration. Trace statistic values are compared to 

the critical values at 5% and the null hypothesis of no co-integrating or the existences of 

almost one co-integration vector were rejected, the result shows that there is no present of co-

integration in the model. Therefore, a long run relationship does not exist in the variables. 
 

Hypothesis Testing: 

Table 3: Effect of petroleum profit tax, company income tax and value added tax on 

gross domestic product in Nigeria. 

Least Squares Regression Results 
Dependent Variable: LGDP   

Method: Least Squares   

Date: 05/11/21   Time: 16:13   

Sample: 1995 2018   

Included observations: 31   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     LPPT 0.333087 0.095082 3.503166 0.0016 

LCIT 0.545891 0.144000 3.790910 0.0007 

LVAT 0.418582 0.122744 3.410201 0.0020 

     
     R-squared -0.833172     Mean dependent var 3.227317 

Adjusted R-squared -0.964113     S.D. dependent var 0.125888 

S.E. of regression 0.176428     Akaike info criterion -0.540043 

Sum squared resid 0.871551     Schwarz criterion -0.401270 

Log likelihood 11.37067     Hannan-Quinn criter. -0.494807 

Durbin-Watson stat 1.143095    

     
     
Source: Author’s computation using EVIEWS version 10. 2021 
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Table 3 shows the linear relationship between petroleum profit tax, company income tax, 

value added tax and gross domestic product in Nigeria with the use of regression analysis. 

The result obtained from the static model indicates that the overall coefficient of 

determination R-squared (R
2
) shows that the equation has a good fit with 83.3 percent of 

variations in gross domestic product, and In terms of the sign of the coefficient which signify 

the effect of petroleum profit tax, company income tax, value added tax on gross domestic 

product, the result shows that the three variables PPT, CIT and VAT concur with a priori 

expectation with positive sign, this means that there is direct relationship between petroleum 

profit tax, company income tax, value added tax and gross domestic product the findings is in 

line with the result of Okoh, Onyekwelu & Iyidiobi (2016). 

 

In terms of the magnitude of the coefficient that signifies the first objective of the study 

which state that Petroleum Profit Tax has no effect on gross domestic product in Nigeria. The 

coefficient PPT clearly has significant effect on gross domestic product as indicated by 

coefficient (0.333087) with prob (0.0016) at 5% level of significant. Thus, the null hypothesis 

was rejected; means that 1% increase in the petroleum profit tax will induce 0.33% increase 

in gross domestic product and also 1% decrease in the petroleum profit tax will induce 0.33% 

decrease in gross domestic product. Also in term of the magnitude of the coefficient that 

signify the second objective of the study which state that company income tax has no effect 

on gross domestic product in Nigeria. The coefficient CIT clearly has significant effect on 

gross domestic product as indicated by coefficient (0.545891) with prob (0.0007) at 5% level 

of significant, the null hypothesis was rejected, this means that 1% increase in the company 

income tax will induce 0.55% increase in gross domestic product and also 1% decrease in the 

company income tax will induce 0.55% decrease in gross domestic product. The was also 

evident in the study of Okafor (2012) and Naomi and Sule (2015) where each study shows 

that company income tax has a positive impact on Nigeria‘s gross domestic product.  

 

Finally, in term of the magnitude of the coefficient of the third objective which state that 

value added tax has no effect on gross domestic product in Nigeria. The coefficient VAT 

clearly has significant effect on gross domestic product as indicated by coefficient (0.418582) 

with prob (0.0020) at 5% level of significant, the null hypothesis was rejected, this means that 

1% increase in the value added tax will induce 0.42% increase in gross domestic product and 

also 1% decrease in the value added tax will induce 0.42% decrease in gross domestic 

product. The result here agree with the study conducted by Adegbie (2015) which state that a 

strong relationship exists between  and value added tax and the economic growth of Nigeria. 

However it disagrees with the study of Ewoma (2007). 

 

Conclusion and Recommendations 

 

Discussion of Findings 

This study empirically analyzed petroleum profit tax, company income tax and value added 

tax impact on Nigerian economic growth using least squares regression technique procedure. 

The discussion of the findings is based on its specific objective: 

In other to examine the effect of Petroleum Profit tax on Economic Growth in Nigeria, the 

result of the estimated model shows that petroleum profit tax has a positive and significant 

effect on Real Gross Domestic Product. This may be attributed to the effort of tax collectors 

that lead to positive results in Nigeria. This finding concur with the findings of Manukaji, 

(2018), Usman &Adegbite, (2015), Abdul-Rahamoh, Taiwo & Adejare, (2013), Ogbonna & 

Appah, (2012) who discovered petroleum profit tax positive and significant effect on 

economic growth, which may be as a result of gradual process of economic diversification 
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coming to play. The hypothesis of petroleum profit tax has no significant effect on Real 

Gross Domestic Product was accepted and the null hypothesis rejected. 

 

This study also discovered that Company Income Tax as control variable has positive and 

significant effect of Real Gross Domestic Product in Nigeria. This finding is in line with the 

findings of Manukaji, (2018) who discover Company Income Tax has positive and significant 

effect on Real Gross Domestic Product in Nigeria. However, this finding is refute the 

findings of Cornelius, Ogar and Oka, (2016) who discovered positive and no significant 

effect of Company Income Tax on Real Gross Domestic Product in Nigeria. This study 

equally discovered that Value Added Tax has positive and significant effect on Real Gross 

Domestic Product in Nigeria. This finding is in conformity to the findings of Manukaji, 

(2018) who discover that Value Added Tax has positive and significant effect on Real Gross 

Domestic Product in Nigeria. 

 

Summary of Findings  

This study has been able to analyze the effect of petroleum profit tax, company income tax 

and value added tax on economic growth in Nigeria. Section one introduces petroleum profit 

tax, company income tax and value added tax. Section two extracts the relevant work of other 

researchers who have carried out research relating to petroleum profit tax, company income 

tax and value added tax. Section three is based on the methodology which focuses on the 

sampling technique that was used by the researchers in solving the hypotheses. A time series 

research design was adopted by the study, data was obtained from Central Bank of Nigeria 

Statistical Bulletin 2014, Federal Ministry of Finance and Nigerian National Petroleum 

Corporation Annual Statistical Bulletin 2014 and co-integration regression analysis was 

adopted.  

 

Conclusions  

In the light of the findings of this study, the following conclusion was drawn: Evidence from 

the study indicating, positive significant effect of Petroleum Profit Tax on Gross Domestic 

Product in Nigeria. It concluded as follows: Petroleum Profit tax has positive impact on the 

Nigeria economic Growth. Company income tax has positive, impact on the Nigeria 

economic Growth. Value added tax has a positive impact on the Nigeria economic Growth. 

 

Recommendations 

Drawing from the findings of this study, the following recommendations are put forward: The 

Nigeria Government should still coordinate and encourage the petroleum sector to grow so 

that more revenue should accrue in support of other sector through resources rent channel 

which may boost the level of tax compliance in Nigeria. Government should embark on 

policies and programmers that will enhance the level of income of the citizens so as to raise 

the consumption level of the people with a view to accelerating investment, employment, 

output, and ultimately value added tax revenue as an alternative means. For proper 

implementation of fiscal policy system, the government should engage in a complete re-

organization of the tax administrative machineries in order to reduce tolerable problems of 

tax evasion and avoidance. Finally, the provision of basic infrastructure is quite necessary for 

development and growth of any society, and it is only by a good and an efficient tax system 

can a nation achieve its social responsibility. Therefore, government should put in place 

social amenities for effective tax system. 
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