CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND OF THE STUDY
Value Added Tax (VAT) in an ideal form of taxation in Nigeria tax system and has significantly contributed to resources mobilization as well as capital formation to the economy. It has positive and significant impact on revenue mobilization in Nigeria; it also has positive relationship with consumption.
Value Added Tax (VAT) has become a major source of revenue in many developing countries like Nigeria. In sub Sahana Africa for example, VAT has been introduced in Benin Republic, Cote d’Ivore, Guinea, Kenya, Madagascar, Mauritius, Niger Republic, Senegal, Togo. Evidence suggests that in these countries VAT has become an important contribution to total government tax revenue; (Ajakaiye 2000) the value Added Tax decree was established in 1993 and was imposed on 1994. 
VAT is a consumption tax that is relatively easy to administer and difficult to evade and it has been embraced by many countries worldwide (Federal Inland Revenue Service 1993). Evidence so far supports the view that VAT revenue is already a significant source of revenue in Nigeria. For example, actual VAT revenue from 1994 was N8.189 billion which is 36.590 higher than the projected N6 billion for the year. Similarly, actual VAT revenue for 1995 was N21 billion compared with the projected N12 billion. In terms of contribution to total federally collected revenue, VAT accounted for about 4.06% in 1994 and 5.93% in 1995. As much as N404.5 billion was collected on VAT (5.1%) of total revenue in 2008.
VAT revenue is generated for distribution to the state and local government in Nigeria. Unlike the oil revenue whose market government has no control over. This helps to reduce over dependence on oil revenue; this assures a sustainable economic growth and development. While the performance of VAT as a source of revenue in Nigeria is encouraging, it means difficult to find attempts to systematically assess the impact on VAT on the economy. Recent research work on the impact of taxation on the Nigeria economy impact up all the various taxes together without isolating VAT. How and in what direction VAT has be affecting the Nigeria economy? And the relationship of VAT on economic growth? Findings answers to these and other similar questions is the main trust of this paper.
1.2 STATEMENT OF THE PROBLEM
The attitude of Nigerians towards taxation is worrisome as many prefer not to pay tax if given the opportunity. The economy continues to lose hung amount of revenue through the unwholesome practice to tax avoidance and tax evasion this loss of revenue can change the fortune of many economies. Particularly, developing countries like Nigeria. This problem has been lingering for so long which urgent attention and solution is over due to the cost of collecting tax in Nigeria (both social and economic cost) is too high to the extent that if left unchecked the cost may soon outweigh the benefit or value derived from such operation and that will not the appropriate for the system. In Nigeria, VAT is one of the instruments the federal government introduced to generate additional revenue. Yet, most prominent Nigerians and interest groups had spoken against its introduction. It would appear that VAT is froth with some problems. For the purpose of this paper work we shall examine the implication of VAT on revenue generation in Nigeria and how VAT affects the economic growth in Nigeria.
1.3 RESEARCH QUESTIONS
                    This research work is set to answer the research question below.
1. What is the impact of VAT on economic growth?
2. What is the important of VAT in Nigeria?
3. What is the affiance of Value added tax? 
1.4 OBJECTIVE OF THE STUDY
             The following are the objectives of the study:
I. To disclose the effect of Value Added Tax on Nigeria economic either positively or negatively.
II. To trace back the history of VAT in taxation and how it come into existence.
III. To know how vat is being administered in Nigeria 

IV. To justify reason for adopting Value Added Tax.
V. To disclose the strategies of its collection and computation of Value Added Tax with different method.
VI. To measure the effectiveness of the tax in Nigeria. 
VII. To affiliate reason for the success of VAT in Nigeria as compound to other nations.
VIII. To look at the ways the proceeds of VAT are being shared.
IX. To look at the aspect of VAT on identify associated problem of vat in Nigeria and finally
X. To make useful suggestions and recommendations for the improvement of VAT.   
1.5 RESEARCH OF HYPOTHESIS
              The following assumptions which are subject to testing are made for the purpose of this research work.
HO1:  VAT has no Impact on economic growth.
HI: VAT has impact on economic growth. 
1.6 SIGNIFICANCE OF THE STUDY
This research work is highly significant for the following reasons.
I. It serves as a source of enlightenment to its readers since it throws more light upon the hidden facts about vat. 
II. It is a good reference point for researcher since its contents are factual, highly are reliable statistic and well-illustrated. 
III. The source of data is genuine and apex statutory authority of such FIRS HEAD QUARTERS. 
IV. It discloses the impact of vat on the economy of Nigeria. 
V. This study will assist the government in policy formulation as it relates to value added tax
VI. It will also help to broaden the nation’s revenue base there by making it less dependent on oil export. 
1.7 SCOPE OF THE STUDY 
	The research study is design to appraise an assessment of the impact of value added tax on the economic growth and development of Nigeria. This is too achieved by analyzing the various activities performed by the value added tax.
1.8 LIMITATION OF THE STUDY 
The foreseeable limitation induces problem associated with data gathering in developing country like Nigeria references on the part of the respondent.  


CHAPTER TWO
LITERATURE REVIEW
2.1 PREAMBLE 
	Value Added Tax (VAT) is a tax on consumption chargeable on the supply of goods and services. Which is borne by the final consumers but collected to each stage of the production and distribution chain (United Kingdom statement accounting practiced) it has a broader base than the sales tax it replaced. It includes most professional services and banking and other financial transactions which are high profit generating business activities. If covers the important of goods into the country as well and it is chargeable at a flat rate of five percent (5%) throughout Nigeria.  The 5% VAT (called out put tax) is included in the price of all goods and services supplied by registered person. The tax is collected on behalf of the government by business and organization which have registered with the federal inland revenue services (FIRS) for vat purpose such business and organization will pay 5% vat on goods and services purchase but can claim credit for this tax when sold. The registered person has to make regular Vat returns and either pays to or receive from the federal inland revenue services (FIRS), the difference of the input tax and the out put tax. VAT returns and payment are normally made monthly to the integrated tax offices (ITOS) on or before, 21st day of the month next to claim credit for input tax, a registered person must hold a tax invoice and records and account. Must have to be kept. VAT is one of the most popular taxes around the world. It has been introduced in more than 120 countries, it raises more than 18 trillion U.S Dollard in revenue a year and is paid by more than 4 Billion people. The main reason for the popularity of vat is that it provides buoyant revenue that others taxes on consumption. It is relatively easy to administer and difficult to evade. The yield from VAT is a fairly accurate measurement of the growth of an economy growth. Vat revenue in Barbados and Jamaica, for example is equivalent to 9% of their Gross Domestic product (GDP). 
2.2 CONCEPTUAL REVIEW 
	The concept of value added tax is very fundament to vat. Its determination is basic to the calculation of VAT. According to Aluko (1996). Value Added Tax is the increases in the value of goods or services in the process of their production or delivery. He further explained that value added tax is calculated by deducting from the value of goods or services the cost of the input of the other goods or services that were used in the process of the production of the goods or in the delivery of the services. In the general sense, value is added to goods when it appreciated in appearance, intrinsic value or utility. This takes place in one, two or all the following three ways:
I. By altering its form thereby improving its usefulness or attractiveness. Mus grave and Mus grave (1989) gave an example of shoe production, when they posit that tracing it through then various stages of production we begin with the rancher selling the hides to the tanner, the tanner sells the leather to the shoe to the retailer who finally sells to the customer. At each stage the value of the product is increase and the sales price rise accordingly. Each increment in price represents the value added at the stage, with the value of price of the final product, equal to the sum of the increment or value added tax tat the various stages. 
II. By moving it to an area of higher needs or where it is scare, through transportation. 
III. By passage of time through storage there by making it available at a time of higher need or allowing it to ferment. It is the taxation of these created Or Values Added Tax that is known as VAT. 
	Every government takes part in one activity or other, which lead to some form of expenditure to be able to attain success it raises funds through various means one of which is taxation.
	According to Anyanwu (1993), he assumed tax as a more or less compulsory, non-returnable contributions or groups to the government. It may be levied upon wealth or income or inform of surcharge on prices.
	Moyo (1990) he observed tax to be compulsory contribution imposed on person corporate bodies as well as goods and services. Tax therefore generate revenue responsibility of maintaining law and other obligations of providing social and infrastructural facilities to aid economic welfare and development of a country. 
2.3	THEORETICAL FRAMEWORK 
	This work is hugged on optimal TAX theory of taxation. Optimal Tax theory. Mantry Mathew and dany (2014 explained that the design of a tax system that inter play between tax theory and tax policy was based on the foundational work of ramsey (1927) and Mirrlees (1971).
That optimal Tax. Theory based on the following:-
I. Optimal marginal tax rate schedules depend on the distribution of ability 
II. The optimal marginal tax schedules could decline at high income  
III. A flast tax, with a universal lump-sum transfer could be close to optimal
IV. The optimal extent of redistribution on rises with wage inequality.
V. Taxes should depend on personal characteristic as well as income. 
VI. Only final goods ought to be taxed uniformly.
VII. Capital income ought to be untaxed at least I expectation; 8 stochastic, dynamic economics, optimal tax policy requires increased sophistication. The standard theory of optimal taxation posits that system should be chosen to maximize a social welfare function subject to a set of construction.
	Gyani (1990) observe tax as a compulsory contribution imposed by the government on citizens in accordance with legislative provision and paid by them through agents to defray the cost of administration. 
	Famoyin (1990) Justified tax as a compulsory contribution imposed upon persons for the general purposed of the government. Once levied, every taxes are benefit, but for providing the government with funds necessary for the general administration of the country. 
	Smith (1993), said that the primary goal of the economy is to increase its productivity capacity or the economy growth. He sold to achieve this goal is through the principle which he set out and to what he called the canon of taxation namely canon of equity, canon of  certainly, canon of   convenience and canon of flexibility from the various definitions, it can be seen that the economic history of both development and developing countries reveals that’s of government, not fiscal goals such as influencing the direction of certain goods and services. Taxation is divided into major type they are direct and indirect taxes would be discussed briefly in which value added taxes would be examining in details.   
	According to Naiyeju (1996). VAT is a multistage consumption tax, collected at each stage as goods and services pass from production distribution to consumption. 
	Okpe (2000). Define VAT as “multi stage tax imposed on the value added to goods and services as they proceed through various stage of production rendered” which is eventually borne by the final consumer but collected at each stage of production and distribution chain. 
	Ola (2001), He said that VAT is a tax paid at each stage of value added. It is a multi-stage tax which applies by the producers. He also said that VAT are levied on the value gained or added on the products before being sold, VAT is an output tax less input tax. He went further more to say vat is one of indirect of taxes collected by the government in this case the incidence of tax is bone by either the producer or the final consumer or shared by both. 
2.3.1 GENESIS OF VAT 
	Simply called the goods services tax. It is levied on the value added that results from each exchange. It is and indirect tax collected from someone other than the person who actually bears the cost of the tax or the reduced in most countries of the world on record. The first country that introduced or imposed vat, as is know in modern sense is France on April 10, 1954. Most countries of the European Economic Community have value added tax as a means of ensuring uniformity of trading, since goods and services more relatively fierily among these countries 
	Owing to the close economic relationship between France and its colonies, Vat was introduced almost immediately after 1954 in most of France phone African countries, begging with cote’ devoir in 1957 with in ten years of its administration, vat in one form or the other was operational in most French Speaking African countries. 
	The first developing country to improved vat was Brazil in 1967 when the state government abolished the multiple sales tax system, in order to ensure financial and economic co-ordination among 26 states in the country. The lattes countries that imposed VAT were India and china both in 1990. Nigeria introduced VAT in 1st September 1993 and was imposed on the 1st January 1994. In the united states in spite of the autonomy of the states in tax matters. The state that operates value added tax is Michigan which was introduced in 1965, but was replaced in 1974 and was reintroduced in 1981. All the other states still operate the sales tax system. 
	Today, VAT is used as an important instrument for fiscal and economic policies in over go countries of the world. In Europe, Austria, Belgium, Denmark, Germany, Finland, France, grace, Ireland, Italy, Luxemburg, the Norway Portugal, Spain, Sweden, turkey and United Kingdom operate value added tax. Hungary, Poland and Czech are among the emerging east European free market economics still considering the introduction of vat. In Latin American- Argentina, Bolwia Brazil, Columbia, Costa Rica, Ecuador, Guatemala, Mexico, Honduran, Vicarage panama, Peru, Uruguay, Dominican Republic Haiti, all operates VAT system. In Asia- Chain, India, Indonesia, Korea, Taiwan, Pakistan, Philippians, Japan and Thailand all operate vat system in the middle East-Israel Benin republic, butanone, Burkina Faso, Guinea Bissau, Kenya, Lesotho, Madagascar, Mali, Mauritania, Morocco, Niger, Senegal, South African, Swaziland, Togo and Nigeria all operate Vat system. 
2.3.2 IMPLEMETATION OF VAT IN NIGERIA 
The key facts which will help to understand the implementation of vat in Nigeria: 
1. VAT is a tax on spending the tax is borne by the final consumer of goods and services because it is included in the price paid, although the VAT element is to be separately indicated in the tax invoice.
2. The tax is collected on behalf of the government by business and organization which have registered with the FIRS Local VAT Offices for VAT purpose. 
3. The tax is presently at a flat rate of 5%
4. All business and organization are to register for vat in the local vat office nearest of their offices or operating bases. Branches of such business and organizations are to registers independently in their own areas of operation. A business or organization which has registered for vat is classified as “register Person” .
5. A registered Person will pay 5% on goods and services purchases but claim credit for this tax when sold 5% VAT is included in the price of all goods and services supplied by the registered person   
6. The registered person has to make regular VAT return and either pays to, or recruit from the FIRS the difference of the input tax and output tax, a registered person must hold a “tax invoice” 
7. VAT returns are normally made monthly to the local VAT office on or before the 30th day of the month following that in which the supply was made. 
8. Records and accounts have to be kept on all business transactions. 
9. No individual, business and specially activities are exempted. 
10. FIRS provide free information and advisory services to help you with VAT. 
This guide above is based on the provision of the Valued Added Tax (VAT) decree, 1993 as amend. 
2.3.3 THE NATURE OF VAT 
	Value Added Tax is a consumption tax that has been embraced by many countries worldwide because it is a consumption tax, it is relatively easy to administer and difficult to evade. The field from VAT is a fairly accurate measurement of the growth of an economy sine purchasing power increase with economic growth VAT is a self-assessment tax that is paid when returns are being reduced. L-Built in the net tax is the refund or credit mechanism which eliminates the cascading effect that is a feature of the retail sales tax. The input – output tax machinist in VAT also make itself policing because of the transaction, in essences. It is the output tax less input tax that constitutes the vat payables. It is the equivalent of the vat paid by the final consumer of the product that will be collected by the government. Although VAT is a multiple stage tax, it has a single effect and does not add non than the specified rate to the consumer price no matter the number of stage at which the tax is paid. 

2.3.4 VAT AMENDMENT ACT: (2007) 
	The Nigeria federal government enacted the VAT Amendment act in 2007, this act empowered the federal government to fit the rate of Value Added Taxes (VAT) to be imposed in Nigeria. The rate was increased to 10% however discussion regarding the possibility of a 50% reduction in the rate is on. In Nigeria, value taxes are also imposed on sales of land, as well as check transaction. The number of payment to be made is 12 and the amount of time is 160 hours. The value added taxes are one of the major sources of financing in a number of economically development countries across the world. 
The situation is similar in Nigeria as well. During 1994 the revenue earned from value added taxes in Nigeria exceeded the projection. They contributed 4% of the total revenue raised by the federal Government in that year. In 1995 the rate of contribution was 5.39% however, there have been teething issue as far as value added taxes in Nigeria is concerned. 
2.3.5 VAT AMENDMENT BILL (1995)
	The summary of recommendation of the position paper on value added tax. The VAT amendment bill 2005 is as follows:
· Companies operating in oil and gas sector should not be treated like government agencies 
· VAT rate should remain 5%
· VAT base and administration should not be extended top untapped areas.
· Exemption granted to goods and services should be limited to imports. 
· Goods and services purchased for use for doner funded agencies should be zero rated. 
· Zero rates should be limited to theses producing for exports. 
· There should be consistency in the use of either “taxation person” or “tax payer” to produce on confusion. 
2.3.6 VAT POLICIES 
	VAT is a fair consumption tax levied at a flat of 5% on the goods and services. The introduction of vat was to replace the former sales tax adjusted to be progressive and has the advantage of broadening the tax revenue domestically produced goods and services. As consumption tax Vat is easy to administer. The difficult to evade. It also gives a fairly accurate measurement of growth of the economy since purchasing power increases with economic growth. So vat as a instrument in order to reap the stream of benefit. 
	According to chujeln (1993), a turnover tax was changed at every transaction made many people regarded Value Added Tax as merely a mix guided from of a sale tax on consumptions from the other sales taxes. Naiyeyum chairman federal Inland Revenue services (FIRS) said that when talking about effect of vat in the consumption behavior of people, it makes the consumers rational, according to Bayo (1994), He said that with the introduction of VAT, the economic problem of the marinated masses would further be compounded under the present state of runaway inflation. 
2.3.7 DIFFERENT TYPES OF VALUE ADDED TAX (VAT)
	According to shoup (1969), there are four different type of VAT, namely. 
· PRODUCTION VAT: here, the tax is based on any capital goods. Only the value on non-capital purchase from other firms is deducted such that for the economy as a whole the value added become equal to the production if there is external trade. 
· CONSUMPTION VAT: here the tax is based on the sum of wages, profit and depreciation less investment. That is the definition of value added as net of all fiscal capital purchases instead of the net of depreciation. The form is allowing to deduct from the gross value of production not only the capital input purchases from other funds, but also the capital equipment so leaving purchased as reminder consumption.
· INCOME VAT: this type of vat allows the firm to deduct the full value of its non- capital purchases from other firms. The tax base become the total sales minus depreciation for each form such that for the economy as whole the tax base is the NNP (Net national production). 
· WAGES VAT: this form of VAT allows firm to deduct the net earnings from its capital in order to arrive at the tax base. If income is then after the deduction of profit and interest, when is left is wages. It has the least appeal to government. 
2.3.8 STRUCTURE OF VAT
	VAT applies to goods and services sold to consumers and therefore it is a tax on consumption unlike a retail sales tax, which is collected once in final sales to consumers, a VAT is imposed and collected at every stage in the production and distribution chain, rather than regaining collection exclusively at the retail level, this structure spreads the compliance cost of the VAT and helps prevent the tax from being entirely evaded at the retail level. Over all compliance and administrative costs, however, would be higher under as add on vat since it represents a new revenue source. 
2.3.9 VAT INCREASE AND ITS IMPLICATION
	On May 2007 there was an increase in Vat from 5% to 10%. African economic research consumption (AERC), in a work carried on VAT system in Nigeria conducted some years ago. Stated that Nigeria companies treat VAT is expenses as input cost and pass these to the consumers while the government injects most of the VAT revenue back into the system of consumption expenditures causing huge disruption to the economy. In a country where basic physical infrastructures such as transport, communication and power, information technology strengthen. Competitiveness and expand productive capacity are lacking the increase in VAT. A part from the negative implication of VAT increases as highlighted above, the following with its increase. 
I. The increase in vat rate will automatically increase inflation rate. Already, analysis are projecting rise of inflation to 1890 arising from ratchet effect of the increase of vat rate.
II. UNEMPLOYMENT: it leads to high rate of unemployment. Already it is estimated that over 18 million graduates of tertiary inclined operating crime social vices like armed robbery which are already increased are likely to become unproduced. 
2.3.10 PROSPECTS AND PROBLEM OF VAT IN NIGERIA PROSPECT:
	A good tax system according to mudgrate (2003) should be designed so as to meet the requirement while it is admitted that tax system should strive to achieve those three Es of taxation. The fact that both small and large business organizations are involved in the payment of M.V.A.T (Modified Value Added Tax). It suggests that principle of non exclusion and centrality are satisfied by the new method of taxation. As almost all organization are involves in the payment, the federal and state government are likely to be at better position to derive grater revenue from this system of taxation that from the former sales tax and the organization that keep adequate records of all transaction will enable the use of vat to easily expose defaulters records of all transaction meaning that tax authorities will find it very easy to defect those that are involve in tax evasion. 
PROBLEM: 
	 The effectiveness of any tax is a reflection of the quantity of the fiscal system which is the reflection of domestic economic which in turn, is a mirror of the level of development of the socio – polity. In most situations, especially in Nigeria, VAT is a fiscal policy that rarely creates its own problems, rather it merely mirror on accentuates the weakness existing in the society such as: 
· Smuggling existing in the country, this here by reduces the revenue that should have been generated by the government through VAT thereby causing weakness to the country. 
· Locally manufactured goods should be exempted from VAT or it should be give (ten) 10 years’ tax holiday to encourage the industrialist to develop and stabilize. 
· False and under declaration of imported goods. 
· False collection and remittance of vat returns of the government. VAT staff and offices do not exhibit transparency and honesty in collection and remittance of vat returns to the government which would have enable it discharge it responsibilities hence causing great weakness to the country. 
· Another problem is that Nigeria sees VAT as an excuse to raise price of goods and services arbitrarily inadequate and lack of information also makes VAT management and administration difficult.

2.3.11 ADMINISTRATION OF VALUED ADDED TAX IN NIGERIA 
	According to Unwabinke (1998), the success or failure of any tax, depends largely on the extent of how it is properly managed. The extent of the tax is interpreted and implemented as well as the publicity brought into it will determine how the particular tax is able to meet it objective. Hence one of the acid tests in the determination of the success of a tax is the management of the policy. 
	Richard (1993) concluded that “ the successful execution of fiscal policies depends not only on the quality of public administration but also on the formation of policies that are realistically adapted to the available resources” the valve Added tax  (VAT) may be complicated to administer but it is not complex as  personal or company income tax. 
	Soyede and Kajola (2006) said that there are five district bodies on which the administration of VAT rest in Nigeria. There are interrelated and the function of each is complimentary to those of the others. They are:
· The board (federal board of inland revenue) 
· The service (federal inland revenue services)
· The technical committee. 
· The Nigerian custom service. 
· The VAT directorate.
Other sub-internal include;
· The states internal revenue service 
· The zonal officer. 
· The local VAT OFFICERS. 
The establishment of additional 25 VAT offices and 5 zonal tribunal has been approved. The administration will work closely with the Nigeria custom service (NCS) and the state internal revenue services. The custom services specifically take care of the VAT on imports. To qualify for VAT. An organization of enter pries must register with the VAT directorate. All domestic manufactures, whole sellers distributors, importers, suppliers of goods and services in Nigeria are expected to register for VAT. 
2.4 EMPIRICAL REVIEW
	Basila (2010). In investigating the relationship between VAT and GNP in Nigeria used a date based on VAT revenue figure and GNP figure from 1994 to 2008 obtained from central Bank of Nigeria statistical bulletin, GNP and VAT Figure for that period of study were tested for correlation, the test revealed a strong pear son’s product moment correlation (PPMC) at about 96% strength. Further, a test of significance confirmed that vat revenue is significantly different at 99% confidence level in relation to GNP. He concluded that there is a strong positive correlation between VAT revenue and GNP; gain as regards to the test of significance, student “t-test confirmed that VAT Is significantly different in relations to GNP in Nigeria. 
	Adereti, Sanni and Adesina (2011), uses time data on the gross domestic product (GNP) VAT revenue, total tax revenue and total (federal government) revenue from 1994 to 2008, sourced from central Bank of Nigeria (C.B.N) were analyzed, using both simple regression analysis and descriptive statistical method. Findings showed that the ratio of vat revenue to GNP averaged 1.3% compared to 45% in Indonesia, through VAT revenue accounts for as much as 75% significant variations in GNP in Nigeria. However, they concluded that there is a positive and significant correlation that exists between VAT revenue and GNP. 
	Okoye and Gbegi (2013), used a secondary data that were generated from federal inland revenue services (IFRS) and federal Boreal from statistical analysis with the aid of a table and simple percentage, while the hypothesis formulated were tested using product moment correlation co-efficient and student in test. The finding revealed that revenue general through VAT has a significant influence on wealth creation in Nigeria and also that revenue generated through VAT has a significant effect on total tax revenue in Nigeria. Therefore, from their finding they discovered that Value Added Tax (VAT) Is the bed rock of wealth creation in Nigeria as well as economic development as it contributes significantly to the nation’s Gross domestic product (GDP). Therefore, the government must give adequate attention to taxation in general and VAT in particular, under a stable and conducive suction political and economic atmosphere. Regression analysis. Findings show that Value Added Tax (VAT) has statistical significant effect on revenue generation in Nigeria. The result from their analysis revealed that Value Added Tax (VAT) is beneficial to the Nigeria to attain its economic growth and development, she must be able to generate enough revenue in order to meet up with the challenge of her expenditure in term of provision of social amenities and the running costs of the government. The result from the analysis indicates that if more goods and services are taxed the revenue base of the country will increase. 
	Unegbu and lrefin (2010). Collected data from both primary and secondary sauces. Regression, discriminates analysis and ANONA were used in testing the hypothesis and they found out that VAT allocations alone accounts for 91.2% of the variations in expenditures pattern. From their findings they concluded that, although VAT allocations to Adamawa state from 2001 to 2009 have a very significant impact on expenditure pattern of the state during the same suggest that VAT has minimum impact level on the economic and human development of Adamawa state from 2001 to 2009.
	Eneje (2011), obtained data from the C.B.N statistical Bulletin within the period of 1981 to 2009. The finding reveal that vat has a significant impact on Nigerian’s economic growth it also shows a positive impact on GDP.      




CHAPTER THREE
RESEARCH METHODOLOGY 
3.1	 AREA OF STUDY  
	This project is an organization of value added tax on the economic growth and development in Nigeria. The objective of this chapter basically to present a comprehensive prescription of the means by which necessary data are derive and subsequently analysis of the project data. Also explain here are the research instrument which is questionnaire oral interview and visual observation. 
3.2  RESEARCH DESIGN 
Machines and machines 1978 regards research design as a model of proof that follows researcher to draw in references concerning casual relations among the variable under investigation issued as guide in collecting and analyzing the data for a study. 
	Since the various element of the design of this study is not under the control of the researcher the scientific, method of carrying out research work will be adopted. This method will enable the researcher to carry out an explanatory survey. 
3.3	 SOURCES OF DATA. 
	The data used in this analysis are secondary obtained from both the national bureau of statistics (NBS) bulletin and central bank of Nigeria (CBN) statistical bulletin. 
3.4 POPULATION OF THE STUDY. 
	The population of this study consist of tax official in federal Inland Revenue services (FIRS) other various recognized tax bodies and members of the public with consideration knowledge of the tax system. In concluding a research, a certain population must be studies and therefore the population under study must be represented. It means the total figure or number of people within the organization in a geographical area, for the purpose of this research work the population cover sleeted staff in various department of the organization such as administrative department personnel department and accounting department which comprise of sixty (60) staffs of federal Inland Revenue service’s Ilorin. 
3.5 SAMPLE SIZE AND SAMPLING TECHNIQUES.
	The method in which sample can be choose in through random method, it is method will enable us to choose thirty 9300 staffing the organization therefore sample is based on accounting department personnel and accounting department of federal inland revenue service Ilorin. 
3.6 RESEARCH INSTRUMENT.
	The instrument of data collection which is simple method was administered in other to draw the sample. Personal interview was held in various departments of the federal Inland Revenue services (FIRS) Ilorin. The interview was administered while the top administration and it was administered to save time of research board Inland Revenue service’s Ilorin.
3.7 METHOD OF DATA ANALYSIS 
	Basically, questionnaire are designed to obtain raw data from the respondents, which will then be analysis chi-square (x2 ) method for the hypothesis testing. While sample percentage and tabular format will equally be used for easy interpretation and understanding which will be later be converted into information for effective management decision making. 
3.8 MODEL SPECIFICATION 
	This is the mathematical relationships that exist between the dependent and the independent variables and the model for the parameters of the function. This model is specifically based on the following stated as follows: 
Model: 
G.D. P= F (VAT, UNE, IFE, GEP)
The equation is explicitly transformed into the following:
G.D. P= B0+ B1 + B2 VNE = B3 IFL + B4 GEP + et where 
G.D. P= Gross domestic product 
VAT= Value added tax
UNE= Unemployment 
IFL= Inflation rate
GEP= Government Expenditure 
B0= constant 
B1, B2, B3, B4= parameter to be estimated
Et= the error term. 








CHAPTER FOUR
DATA ANALYSIS AND DISCUSSION
4.1 INTRODUCTION 
	This consideration on literature write-up on this research work, information and data were obtained from questionnaires and internet sources. Similarly I this chapter, some of the question would be highlighted knowledge of the topic from a practical point of view. 
	However, the research hypothesis will also be tested to know whether it should be accepted or rejected nevertheless, it would be seen that the hypothesis is among the question raised in the questionnaire while gathering the data and shall therefore be analyzed and tasted based on the analysis all responses would be properly treated accordingly out of the forty-five (45) questionnaires distributed only thirty 9300 were retuned while fifteen (15) were not.





4.2 DATA PRESENTATION. 
TABLE 1: TO WHAT EXTENT DOES VALUE ADDED TAX REVENUE SIGNIFICANT INFLUENCE GOVERNMENT CAPITAL EXPENDITURE IN NIGERIA. 
	OPTION
	NO OF RESPONDENTS
	PERCENTAGE %

	Greatly
Fairly
Indifference
Total 
	24
3
3
30
	80
10
10
100


     Source: Research Field 2025. 
From the above table, largest number of respondent said greatly that Value Added Tax revenue significantly influence government capital expenditure in Nigeria which carry 80% of the population, while only few respondents said fairly and indifference. 





TABLE 2:  TO WHAT EXTENT DOES VALUE ADDED TAX INFLUENCE. GROSS DOMESTIC PRODUCT PER CAPITAL 
	OPTION
	NO OF RESPONDENT
	PERCENTAGE %

	Greatly
Fairly
Indifference
	22
3
5
	73.3
10.0
16.7

	Total
	30
	100


Source: Research Field 2025
	From the above table. 22 respondents said greatly that value added tax influence gross domestic product per capital while only 3 responds said fairly and 5 respondents cannot decide on it. 
TABLE 3: TO EXTENT DOES VALUE ADDED TAX INFLUENCE GROSS DOMESTIC PRODUCT OF NIGERIA? 
	OPTION
	NO OF RESPONDENT
	PERCENTAGE %

	Greatly
Fairly
Indifference
	23
2
5
	76.6
6.8
16.8

	Total
	30
	100


Source: Research Filed 2025
	From the above table largest of respondents said greatly Value Added Tax influence gross domestic product Nigeria. While 2 respondents said fairly and 5 respondents cannot decide on it.  

TABLE 4. TO WHAT EXTENT DOES VALUE ADDED TAX INFLUENCES GOVERNMENT EXPENDITURE? 
	OPTION
	NO OF RESPONDENT
	PERCENTAGE %

	Greatly
Fairly
Indifference
	25
5
-
	83
17
-

	Total
	30
	100


Source: Research Filed 2025
	From the above table, largest number of percentage said greatly that Value Added Tax influence government expenditure which carries 83% of the population. While only few percentage said fairly and indifference.



TABLE 5: TO WHAT EXTENT DOES VALUE ADDED TAX HAVE IMPACT ON ECONOMIC?
	OPTION
	NO OF RESPONDENT
	PERCENTAGE %

	Greatly
Fairly
Indifference
	26
3
1
	87
10
3

	Total
	30
	100


 Source: Research Field 2025
	From the above table 26 respondents said greatly that Value Added Tax have impact on economic. While only 3 respondents said fairly and I respondent cannot decide on it. 
4.3 STATISTICAL RESULT 
	OPTION
	NO OF RESPONDENT
	PERCENTAGE %

	Yes
No 
Indifference
	24
3
3
	80
10
10

	Total
	30
	100


[bookmark: _GoBack]   Source: Research Field 2025
	From the table largest number of respondent said yes that Nigeria with the payment of Value Added Tax which carries 80% of the population while only few respondents said non and indifference. 
4.4 TEST OF HYPOTHESIS. 
Ho:	VAT has no impact on economic growth. 
Hi: 	VAT has impact on economic growth. 
Hypothesis 1: reject the null hypothesis since the VAT has no impact on economic growth therefore the null hypothesis. Ho is rejected while the alternative Hypothesis Hi is accepted by the inference it shows that value added tax no impact. 
Hypothesis 2: reject the null hypothesis since the VAT has impact on economic growth therefore the null hypothesis. Ho is rejected while the alternative hypothesis Hi is accepted by the inference it shows that value added tax has impact. 
4.5 SUMMARY OF FINDINGS
	From the through research under gone for the research of the study the following summaries were made in the findings. 
· At is properly and efficiently and effectively administered the problem VAT face now is that of in adequate and well trained personal.
· At has economic implication on consumption pattern. 
· The exiting tax law on VAT is adequate from efficient collection and returns. 
· At has high impact on government revenue 
· A substantial pattern of Nigerians are aware of the existence of VAT. 
· Through VAT has been known to be effective is some areas it has been able to serve the purpose for which it was introduced to consideration length. 
· The decision by the government to replace the former sales tax with value tax (VAT) has been a worthwhile one.  










CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 SUMMARY 
	This work is an attempt to empirically investigate the impact Value Added Tax (VAT) on economic growth over the period of 1994-2010, using the ordinary least square regression (OLS) in examples the variables the empirical result shows that the value of VAT has a position Significant impact on Economic Development Growth (GDP) in Nigeria, the result also shows the following: 
	That government expenditure has a position and significant impact on economic growth in Nigeria. 
	That inflation has a position significant impact on Economic Development Growth (GDP) in Nigeria. 
	That unemployment has a negative in significant impact on Economic Development Growth (GDP) in Nigeria.  
5.2 CONCLUSION
	The study analyzes the relationship between Value Added Tax and Economic Development Growth (GDP) in Nigeria over the period of 1994 to 2010. The empirical findings shows that Value Added Tax (VAT) have a positive significant impact on Nigeria’s economic growth. 
	It should be taken into consideration that Nigerian’s economic growth is not only influenced by value added tax but by other factors which were also put into consideration in this research, such factors are government expenditure, inflation rate and unemployment. 
5.3 RECOMMENDATION 
	Following the empirical findings of this research, the following recommendation is made for effective policy formulations; 
· The management and administrations of VAT in Nigeria should be done in a manner that it will not have adverse effect on the economy such as distorting the force of demand and supply.
· Through VAT has a positive impact on the economy, effect should be made to example infect industries from VAT in order to encourage them to grow. 
· The revenue generated from VAT should be used for infrastructural development of the country in order to increase the economic growth of the country.  
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