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CHAPTER ONE
BACKGROUND OF THE STUDY
1.1	INTRODUCTION
Taxation is a vital tool for economic development as it generates public funds that governments can use to invest in infrastructure, human resources, and the provision of services to citizens and businesses. Tax revenue mobilization helps reduce a country's reliance on volatile foreign flows and ensures that governments can provide essential services such as healthcare, education, and social services (United Nations, 2015).  Effective tax revenue mobilization requires a fair distribution of the tax burden across taxpayers, with a system that helps poorer households maintain their income (Apere, 2013). However, it is crucial to strike a balance between reducing capital taxes to encourage growth and addressing rising income and wealth disparities that can erode social cohesion and hinder economic growth (Platform for Collaboration on Tax, 2021). Economic development is the foundation for increased prosperity (Myles, 2015). This makes the attainment of growth a key objective for governments across the world. The effect of taxation on economic decisions, as well as productive public spending, can have an impact on the rate of growth. A developed economy contains the ingredients to boost investment and wealth creation, this by these provides a business-friendly environment with the capacity to realize its vision. To achieve the intended result, a large sum of money is required to place the economy in a position that encourages investment. As a result, tax revenue must be sufficient to cover the government's infrastructure expenditures.
Taxation is a crucial means for countries to produce public money, which allows them to fund investments in human resources, infrastructure, and the provision of services to citizens and enterprises. Governments have a variety of fiscal policy tools at their disposal to raise income and encourage economic growth and development, including taxation. Tax income is used by governments to carry out their traditional tasks, such as providing public goods and services, maintaining law and order, and defending against external threats, as well as regulating commerce and business to preserve social and economic stability (Adereti, Sanni, & Adesina, 2017). Tax revenue mobilization that is effective minimizes an economy's reliance on foreign flows, which are very volatile. One of the government's most essential responsibilities is to provide infrastructure services such as power, schools, hospitals, pipe-borne water, and good roads, as well as to assure growth in per-capital income and poverty reduction. For these services to be adequately provided, the government must have sufficient revenue. Due to the government's limited resources, it is necessary to carry the people (ruled) along, which necessitates the imposition of a tax on all taxable individuals and companies/organizations to improve the government's financial position. With taxation government gets more leeway in planning and implementing their development agendas, encouraging states to improve their domestic economic policy environment, thereby attracting much-needed foreign direct investment, and strengthening the accountability bonds between government and citizens (United Nations, 2015)
Taxation has the potential to be a significant weapon for fostering economic development in a country, in addition to being a source of money. taxation is more than just a source of cash. It is a development tool. All governments require money, but the issue lies in properly selecting both the tax rate and the tax base. Participants at the Platform for Collaboration on Tax (PCT) global conference expressed concern that the trend toward reduced capital taxes (to encourage growth) is making it more difficult to combat rising income and wealth disparity. These widening income and wealth disparities can erode social cohesion and, as a result, economic growth. It should be a top goal to provide a fair distribution of tax burden across taxpayers, with a system that helps poorer households maintain their income.
The basic objective of taxation is to provide governments with the resources they need to provide basic public services. Many of the things that are required for a functioning society around the world, such as health care, education, and social services, are paid for by taxes. According to (Apere, 2013), taxation is a mechanism for microeconomic and fiscal policy that involves the transfer of resources from the private to the public sector to achieve economic and social objectives. It is a useful instrument that the government uses to assess, access, and regulate the informal economy which dominates the world's emerging economies (Wambai & Hanga, 2015).
Taxes are critical to ensuring that economic development is both sustainable and equitable, particularly in light of the COVID-19 crisis. Many middle-income developing countries improve their economic performance through tax policy. In the short run, policymakers create tax packages to supplement spending restraints to keep macroeconomic imbalances in check (Bovenberg, 2018). Taxation policy, according to Joweria & John (2004), has always been a crucial tool for increasing income, particularly in emerging nations where it is the primary source of domestic revenue. It's a necessary tool for achieving a proper pattern of resource allocation, income distribution, and economic stability so that the advantages of economic progress are dispersed fairly. We must all contribute our fair part for the government to raise sufficient funds to fund society's priorities. The government's responsibility, in turn, is to improve the lives and well-being of its citizens. This requires greater tax administration so that all people and businesses pay their fair share of taxes. Also, creating better-structured and more effective tax systems that will benefit society in the long run.

1.2	STATEMENT OF THE PROBLEM
Taxation plays a crucial role in the planning and economic development of Nigeria. However, the Nigerian government faces several challenges in implementing effective tax policies to mobilize revenue and promote economic growth. Some of the key issues include a high level of tax evasion and non-compliance, a narrow tax base, inadequate tax administration systems, and limited capacity of tax authorities. These challenges have hindered the government's ability to raise sufficient revenue to fund critical infrastructure and social services, which are essential for promoting sustainable economic development in Nigeria. Therefore, the problem statement is to identify the major challenges facing the Nigerian government in using taxation as a tool for planning and promoting economic development and to suggest strategies for addressing these challenge 
· Low revenue derivation from taxes 
· No physical development of tax payers and poor planning
· Inadequate tax personnel, fraudulent activities of tax collectors
· lack of understanding on importance of paying tax by tax payers 

1.3	RESEARCH QUESTIONS
			The research will provide answer to the below research questions: 
i. What are the influence of taxation on economic planning and development of Nigeria
ii. What are the challenges of taxation on development of Nigeria economy
iii. What are the strategies method in solving taxation on economic development of Nigeria.
[bookmark: gjdgxs]
1.4	OBJECTIVES OF THE STUDY
The study aim to investigate the impact of taxation on economic planning and development in Nigeria using Federal inline revenue as a case study. The specific objectives include:
i. To examine the influence of taxation on economic planning and development of Nigeria
ii. To identify the challenges of taxation on development of Nigeria economy
iii. To evaluate the strategies method in solving taxation on economic development of Nigeria.

[bookmark: 30j0zll]1.5	RESEARCH HYPOTHESIS
In line with the above objectives the following null hypotheses were formulated: 
H01: There is no significant influence on taxation and economic planning and development    
H02: There is no challenges limiting effectiveness of taxation on economic development of Nigeria. 
1.6 SIGNIFICANCE OF THE STUDY
		The study's significance lies in its potential to contribute to a better understanding of the role of taxation in planning and economic development in Nigeria. As the country continues to face economic challenges, such as high levels of poverty and inequality, understanding how taxation can be used to promote economic growth and development is crucial. Second, the study will provide insights into the challenges facing the Nigerian government in implementing effective tax policies, including issues related to tax evasion, non-compliance, and narrow tax base. By identifying these challenges, the study can help policymakers and tax authorities develop more effective strategies for mobilizing revenue and promoting economic growth.
Third, the study will contribute to the existing literature on the role of taxation in economic development, particularly in the context of developing countries like Nigeria. The findings of the study can provide valuable insights for other countries facing similar challenges in mobilizing revenue and promoting economic growth through tax policies.

1.7	SCOPE OF THE STUDY
The scope of this study is to examine the role of taxation on planning and economic development of Ogbomosho North Local Government, Nigeria. Specifically, the study will focus on the impact of taxation on the provision of basic public services, infrastructure development, and poverty reduction in the local government area.
The study is limited to Ogbomosho North Local Government, which may not be representative of other local government areas in Nigeria. Furthermore, the study may be limited by factors such as time constraints and availability of data, which could affect the depth and scope of the analysis. Finally, the study may be limited by the subjective nature of opinions and perceptions of the respondents, which may affect the accuracy of the findings.


1.8	DEFINITION OF KEY TERMS
· Taxation: The process by which a government levies and collects taxes from its citizens and businesses in order to generate revenue for public expenditure and economic development.
· Economic development: The sustained and continuous improvement in the standard of living, economic health, and well-being of a nation or region over time, often measured by indicators such as GDP, GNI, employment rate, poverty rate, and literacy rate.
· Planning: The process of creating a blueprint or roadmap for achieving specific goals or objectives, often involving the identification of resources, timelines, and strategies for implementation.
· Revenue: The income generated by a government or organization through the sale of goods or services, investments, or taxation.
· Fiscal policy: The government's use of taxation, public expenditure, and borrowing to influence economic activity, often with the goal of stabilizing the economy, promoting economic growth, or addressing income inequality.
· Tax base: The group or category of people, entities, or activities that are subject to taxation by a government, typically defined by law or regulation.
· Tax rate: The percentage of income or value that is charged as a tax by a government, typically determined by legislation or administrative rules.
· Domestic revenue mobilization: The process of increasing the amount of revenue collected by a government from sources within its own borders, often through improved tax collection and administration.
· Informal economy: Economic activity that is not regulated by the government or included in official statistics, often characterized by low wages, irregular employment, and a lack of social protections.
· Economic stability: The ability of an economy to maintain a consistent level of growth, employment, and price stability over time, often measured by indicators such as inflation rate, interest rate, and exchange rate.
.


CHAPTER TWO
LITERATURE REVIEW
2.1	INTRODUCTION
Taxes have played a relatively great role in the ancient world. According to John (2016) in his text said that “taxes on consumption were levied in Greek and Room”. Tariff (i.e. taxes on imported goods) was often considerable more important than internal excise far as the generation of revenue went. As a means of rising additional imposed and war, taxes on network would be temporarily imposed and were for a long time confirmed to real property, but they later extended to the element of network. In Greek free citizens have differed tax obligation from slaves and in Rome the tax law distinguished between national and resident of conquered territories.
Taxation is a compulsory but non-penal levy by the government through its agent on the profits, income, or consumption of its subjects or citizens. It is also viewed as a compulsory and obligatory contribution made by individuals and organization towards defraying the expenditure of government (Dandago and Alabede 2013). Kotler (2015) posits that it is a charge levied by the government on the income or wealth of a person or corporate organization for the common benefit of all. The term does not include specific charges made against a particular person or properties for current or permanent benefits and privileges accruing only to those paying such charges. Similarly, Ogundele (2019) defines taxation as the transfer of real economic resources from private sector to the public sector to finance public sector activities. It may be inferred from the foregoing that taxation is the transfer of financial resources from private economic agents like households and corporate bodies, to the public sector to finance the development of the society.
Going by the definition of taxation, Nzotta (2017) identified four key issues which must be understood for taxation to play its functions in any society. First, a tax is a compulsory contribution made by the citizens to the government and this contribution is for general common use. Secondly, a tax imposes a general obligation on the tax payer. Thirdly, there is a presumption that the contribution to the public revenue made by the tax payer may not be equivalent to the benefits received. Finally, a tax is not imposed on a citizen by the government because it has rendered specific services to him or his family. Thus, it is evident that a good tax structure plays a multiple role in the process of economic development of any nation which Nigeria is not an exception (Appah, 2017).
		In the middle ages, many of these ancient taxes, especially among the direct levied, vanish and gave way to a variety obligation services and a system of aids. The main indirect taxes were transit duties and market fees. In the cities. The concept developed a tax obligation encompassing all residents, the burden of taxes on certain foods and beverages was intended to be borne partly by procures trade men.
		During the later part of the middle ages, some germen and Italian cities introduced several direct taxes, head taxes for the poor and network or occasionally crude income taxes for the rich. The use of land taxes and taxes houses gradually spread. The development of taxation in present times can be summarized by considerable natural differences, the level of most taxes has risen substantially and so has the ratio of tax revenue to natural income. Taxes today are collected in money not in goods. Tax on farming has been abolished, tax is all assessed and collected by civil servant there has been reduction in special excise and also a shift from the taxation of necessities to taxes on non- essential commodities of general consumption and luxurious. Many countries increasingly rely on sales tax and other general consumption taxes, including turnover taxes paid by manufacturers, wholesalers, retailers on their gross sales and cost of materials, suppliers, packing and overhead.
		Today, the general tendency seems to be toward a closer correspondence between individual tax liabilities and ability to pay consequently, the absolute and relative weight of direct prepaid taxation has been increasing in most of the developed countries. Income taxation both of individual and corporations occupies a leading position in modern tax system. The income tax has agreed to be a rich man’s tax, it is now paid by the general populace and in several countries, it is complemented by a tax on net worth the growing emphasis is on the ability to pay principle and on the distribution of wealth has led to graduated rates, especially in the case of incoming inherence or estate taxes and sometimes the case of income and inherence or estate taxes and sometimes the case of the nit worth tax. A good deal of fiscal concentration has occurred, as a reflected in the kinds of taxes levied by central government.
2.2	CONCEPTUAL REVIEW 
2.2.1	Concept of Taxation
Taxation is a financial tool used by governments to generate revenue for public services and regulate economic activity (Bird & Zolt, 2020). Taxation is the imposition of a compulsory levy on individuals and entities by the government to fund public expenditure. Tax revenue is collected from different sources, including income tax, value-added tax, corporate tax, and excise duty (Bird & Zolt, 2020). Taxation can be viewed as a tool for economic development. It serves as a means of redistributing wealth by transferring resources from the private sector to the government for investment in public services (Gwartney & Stroup, 2015). The revenue generated from taxation can be used for infrastructure development, social welfare programs, and other public goods, which can contribute to economic growth and development (Adereti et al., 2011).
One of the fundamental objectives of taxation is to promote social and economic welfare by ensuring an equitable distribution of resources (Bahl & Wallace, 2018). Taxation can be used to reduce income inequality by imposing higher tax rates on the wealthy while providing tax breaks for lower-income earners. Additionally, the government can use taxation to promote social welfare by providing public goods and services, such as healthcare, education, and housing (Gwartney & Stroup, 2015). Effective tax revenue mobilization can reduce the reliance of the government on foreign aid and borrowing, thereby promoting self-sufficiency and economic stability. Taxation is, therefore, a crucial component of fiscal policy in developing countries, where domestic revenue mobilization is essential for financing development programs (United Nations, 2015). Moreover, tax revenue mobilization can be used to reduce tax evasion, corruption, and other forms of illicit financial flows, which can undermine economic growth and development (Bahl & Wallace, 2018).
The impact of taxation on economic growth and development is complex and context-specific. While taxation can be used to promote economic growth and development, excessive taxation can stifle economic activity and discourage investment (Bird & Zolt, 2020). Therefore, it is essential for governments to strike a balance between generating revenue and promoting economic activity. In addition, taxation policies must be designed to be progressive and equitable to avoid burdening vulnerable groups.
2.2.2	TYPES OF INCOME TAX
Direct Taxes
Direct taxes are taxes that are levied directly on individuals and businesses based on their income or profits. These taxes include personal income tax, corporate tax, and capital gains tax. Personal income tax is levied on the income earned by individuals, while corporate tax is levied on the profits earned by businesses. Capital gains tax is levied on the profit earned from the sale of capital assets, such as stocks or real estate. According to Musgrave (2019), direct taxes are considered to be more progressive than indirect taxes since they are based on the ability to pay. Direct taxes have the potential to promote economic development by providing incentives for individuals and businesses to invest in productive activities. When tax rates are low, individuals and businesses have more disposable income and are more likely to spend and invest. This can stimulate economic growth and create job opportunities. However, high tax rates can have the opposite effect by reducing disposable income and discouraging investment.
Indirect Taxes
Indirect taxes are taxes that are levied on goods and services. These taxes are included in the price of the goods or services and are paid by consumers. Examples of indirect taxes include sales tax, excise tax, and value-added tax (VAT). According to Atkinson and Stiglitz (2016), indirect taxes are considered to be regressive since they have a greater impact on lower-income households.
Indirect taxes can also have an impact on economic development. When taxes are low, consumers have more disposable income, which can stimulate economic growth. However, high indirect taxes can lead to inflation and reduce purchasing power, which can have a negative impact on economic growth. In addition, high indirect taxes can lead to a black market, where goods are sold without taxes being paid, which can lead to a loss of revenue for the government.
Environmental Taxes
Environmental taxes are levied on activities that have negative environmental impacts, such as pollution and waste generation. These taxes are designed to promote environmentally-friendly behavior and to internalize the external costs of environmental damage. According to Sandmo (2012), environmental taxes are a powerful tool for promoting sustainable development, and can be used to encourage the adoption of cleaner technologies and the reduction of waste and pollution.
Property Taxes
Property taxes are levied on the value of real estate properties such as land, buildings, and homes. These taxes are often used to fund local government services such as schools, police and fire departments, and public infrastructure. According to McLure (2017), property taxes can be an effective source of revenue for local governments, and can promote economic development by providing a stable source of funding for public services and infrastructure. 
Resource Rent Taxes
Resource rent taxes are a type of tax levied on the use of natural resources such as oil, gas, and minerals. These taxes are designed to capture a share of the excess profits earned from the exploitation of natural resources, and are often used in countries with abundant natural resources. According to Bird and Gendron (2014), resource rent taxes have been used effectively in countries such as Australia, Canada, and Norway to fund public investment and promote economic development

2.2.3	EFFECT OF TAXATION ON ECONOMIC DEVELOPMENT
• Effects of Taxation on Economic Planning and Development:

Revenue Generation
One of the primary effects of taxation on economic planning and development is revenue generation for governments. Taxes are an essential source of government revenue, and they play a crucial role in funding various government programs and projects. According to Sadiq et al. (2020), taxation is critical for governments in financing public goods and services, such as education, healthcare, and infrastructure development. Through taxation, governments can mobilize resources and finance various developmental initiatives.
Investment
Taxation can have a significant impact on investment decisions, particularly in developing countries. High taxes can discourage investment, as investors may view high taxes as a significant cost of doing business. On the other hand, low taxes can attract foreign investors and encourage local entrepreneurs to invest in various economic sectors. According to Laffer (2014), lower tax rates can stimulate economic growth and promote investment, leading to higher levels of employment and productivity.
Employment
Taxation can also have an impact on employment levels in a country. High taxes can lead to lower employment levels, as companies may find it difficult to bear the cost of high taxes and may cut back on hiring. Conversely, low taxes can stimulate employment, as companies may have more resources to invest in hiring new employees. According to Diamond and Saez (2016), high tax rates can lead to reduced employment levels and lower levels of productivity.
Productivity
Taxation can also affect productivity levels in an economy. High tax rates can lead to reduced productivity, as individuals and businesses may be less motivated to work and invest in the economy. On the other hand, low taxes can increase productivity levels, as individuals and businesses may be more motivated to work and invest. According to Wasylenko (2012), low taxes can lead to increased productivity levels, which can result in higher economic growth rates and improved standards of living.
Economic Growth
Taxation can play a critical role in promoting economic growth and development. According to Slemrod (2017), taxation can be used to redistribute wealth and promote economic equality, leading to higher levels of economic growth and development. Taxation can also be used to fund various government programs and projects that promote economic growth, such as infrastructure development, education, and healthcare. Through taxation, governments can invest in various economic sectors and promote economic growth and development. 
2.2.4	CHALLENGES FACING TAXATION ON ECONOMIC DEVELOPMENT
The implementation of taxation policies faces several challenges that may hinder its effectiveness and negatively impact economic development. Some of the significant challenges facing taxation policies are discussed below:
· Tax evasion and avoidance: Tax evasion and avoidance are common practices in many countries, and it significantly affects the revenue collection by the government. Companies may evade or avoid taxes by underreporting income, misclassifying expenses, or shifting profits to low-tax jurisdictions. According to Akanni and Olaniyi (2019), tax evasion and avoidance practices result in a reduction of government revenue, which may affect the implementation of development projects and programs.
· Complex Tax laws and regulations: Tax laws and regulations can be very complex and challenging to interpret, especially for small and medium-sized enterprises. The complexity of tax laws and regulations can lead to non-compliance and reduced revenue collection. According to a report by the World Bank (2020), some countries have complex tax laws and regulations, which result in difficulties in tax administration, low tax compliance, and high tax evasion and avoidance.
· Corruption: Corruption is a significant challenge facing the implementation of taxation policies. Corruption can occur in the tax collection process, leading to loss of revenue and ineffective tax policies. According to Habibullah et al. (2020), corruption in the tax administration process is a significant obstacle to economic development, and it hinders the implementation of effective tax policies.
· Lack of Capacity: The tax administration process requires skilled personnel, adequate infrastructure, and technology. In many countries, tax administrations lack the necessary resources to collect taxes efficiently. According to a report by the International Monetary Fund (IMF) (2021), some countries have a limited capacity to implement tax policies effectively, leading to low tax compliance and reduced revenue collection.
· Tax incentives: Tax incentives are used by governments to attract foreign investment and stimulate economic growth. However, excessive tax incentives can result in revenue loss, reduced investment in public goods, and unfair competition among companies. According to the African Tax Administration Forum (ATAF) (2017), some African countries have provided excessive tax incentives, leading to reduced revenue collection and negative impacts on economic development.
· Political Interference: Political interference in tax administration can lead to the implementation of ineffective tax policies and corruption. According to a report by the International Centre for Tax and Development (ICTD) (2021), political interference in tax administration is a significant challenge facing tax policies' implementation in developing countries.
· Transfer pricing: Transfer pricing is the practice of setting prices for goods and services between affiliated companies to shift profits to low-tax jurisdictions. Transfer pricing reduces government revenue and affects the implementation of development programs. According to a report by the United Nations Conference on Trade and Development (UNCTAD) (2020), transfer pricing is a significant challenge facing tax policies' implementation, especially in developing countries
2.2.5	RELATIONSHIP BETWEEN TAXATION AND ECONOMIC DEVELOPMENT
Taxation is a significant source of revenue for many countries, and it plays a critical role in promoting economic development. The relationship between taxation and economic development is complex and multifaceted, and several factors influence this relationship. In this section, we will discuss the relationship between taxation and economic development, including the positive and negative impacts of taxation on economic development
Positive Impacts of Taxation on Economic Development
1. Revenue generation: Taxation generates significant revenue for governments, which can be used to finance public goods and services, such as infrastructure, education, and healthcare. These public goods and services are essential for economic development as they create an enabling environment for businesses to thrive.
2. Promotes investment: A well-designed taxation system can attract foreign investment by creating a stable and predictable tax environment. This investment can stimulate economic growth and create job opportunities, contributing to economic development. According to McLeod and Mitchell (2019), a study conducted in Africa showed that a stable tax environment is essential for attracting foreign investment and promoting economic development.
3. Encourages entrepreneurship: A taxation system that provides incentives for small businesses can encourage entrepreneurship and innovation, contributing to economic development. These incentives may include lower tax rates for small businesses or tax credits for research and development. According to a report by the International Monetary Fund (IMF) (2018), tax incentives for small businesses can promote economic growth and development.


Negative Impacts of Taxation on Economic Development
1. Reduces investment: Excessive tax rates can reduce investment by companies, leading to reduced economic growth and development. According to a report by the African Tax Administration Forum (ATAF) (2017), high tax rates can discourage investment and reduce economic growth.
2. Increases compliance costs: Compliance costs refer to the expenses incurred by companies to comply with tax laws and regulations. High compliance costs can reduce investment and limit economic growth. According to a report by the World Bank (2020), some countries have complex tax laws and regulations, which result in high compliance costs for companies.
3. Encourages tax evasion and avoidance: High tax rates and complex tax laws can encourage tax evasion and avoidance by companies, leading to reduced revenue collection by governments. Tax evasion and avoidance can limit the resources available for public goods and services, which can hinder economic development. According to Akanni and Olaniyi (2019), tax evasion and avoidance practices result in a reduction of government revenue, which may affect the implementation of development projects and programs.
2.3	THEORETICAL REVIEW
2.3.1	NEOCLASSICAL GROWTH THEORY
The neoclassical growth theory assumes that the economy is a closed system, and that the factors of production, including labor and capital, are used in a fixed proportion. This theory emphasizes that the key to economic growth is the accumulation of physical capital, which leads to an increase in productivity and economic growth. According to the neoclassical theory, taxes have a negative impact on economic growth because they reduce the incentives to invest in physical capital.
In the context of this research, the neoclassical growth theory suggests that the impact of taxation on economic development is negative. High taxes reduce the incentives for companies to invest in physical capital, which can lead to lower productivity and economic growth. This view is supported by Mankiw, Romer and Weil (1992), who argue that high taxes on capital can significantly reduce the accumulation of physical capital, which, in turn, negatively impacts economic growth.
2.3.2	KEYNESIAN THEORY
The Keynesian theory, on the other hand, argues that government intervention is necessary to promote economic growth. According to this theory, the government can use fiscal policy, including tax policies, to influence economic growth. The Keynesian theory assumes that economic growth is influenced by aggregate demand, and that government spending can stimulate economic growth by increasing aggregate demand.
In the context of this research, the Keynesian theory suggests that the impact of taxation on economic development is positive. High taxes can provide the government with more revenue, which can be used to fund public investment and stimulate aggregate demand. This view is supported by Blanchard and Leigh (2013), who argue that increasing taxes on high-income individuals can lead to increased government revenue, which can be used to finance public investment and stimulate economic growth.
2.3.3	ENDOGENOUS GROWTH THEORY
The endogenous growth theory emphasizes that economic growth is influenced by factors such as technological progress, human capital, and research and development. According to this theory, government policies, including tax policies, can influence these factors and promote economic growth. The endogenous growth theory assumes that knowledge is a public good, and that government policies can influence the rate of technological progress and the accumulation of human capital.
In the context of this research, the endogenous growth theory suggests that the impact of taxation on economic development is both positive and negative. High taxes can reduce the incentives for companies to invest in physical capital, but they can also provide the government with more revenue, which can be used to fund public investment in research and development and human capital. This view is supported by Aghion and Howitt (1992), who argue that government policies that promote innovation and human capital accumulation can lead to sustained economic growth
2.3	EMPIRICAL REVIEW
Ahmad and Harnhirun (2016) reviewed on the Impact of Corporate Income Tax on Economic Growth: Evidence from OECD Countries by. This study examined the relationship between corporate income tax and economic growth in OECD countries. The authors used panel data analysis to estimate the impact of corporate income tax on economic growth. The results indicated that high corporate income tax rates have a negative impact on economic growth. The study suggested that reducing corporate income tax rates could promote economic growth. This study aligns with the neoclassical growth theory which assumes that taxes reduce the incentives to invest in physical capital, leading to a reduction in productivity and economic growth. The findings are also consistent with the endogenous growth theory, which argues that taxes may have a negative impact on economic growth because they reduce the incentives for innovation and knowledge accumulation.
Obamuyi (2017) opined that on Impact of Corporate Income Tax on Economic Growth: Empirical Evidence from Nigeria. This study examined the impact of corporate income tax on economic growth in Nigeria. The author used the autoregressive distributed lag (ARDL) model to estimate the long-run and short-run impact of corporate income tax on economic growth. The results indicated that there is a negative relationship between corporate income tax and economic growth in Nigeria. The study suggested that reducing corporate income tax rates could promote economic growth in Nigeria. This study aligns with the neoclassical growth theory which suggests that taxes reduce the incentives for investment in physical capital, leading to a reduction in productivity and economic growth.
Aworinde and Ogundipe (2019) studied on the Effect of Taxation on Economic Growth in Developing Countries: Evidence from Sub-Saharan Africa" by: This study examined the impact of taxation on economic growth in sub-Saharan Africa. The authors used panel data analysis to estimate the impact of taxation on economic growth, controlling for other factors such as investment, human capital, and infrastructure. The results indicated that there is a positive relationship between taxation and economic growth in sub-Saharan Africa. The study suggested that increasing tax revenue could promote economic growth in sub-Saharan Africa. This study supports the Keynesian theory which suggests that government spending can stimulate economic growth by increasing aggregate demand.



CHAPTER THREE
[bookmark: 1fob9te]RESEARCH METHODOLOGY 
3.1	INTRODUCTION
This chapter deals with the method used in collecting information for the purpose which becomes an indispensable condition in order to accomplish data collection the aim of this exercise. All methods and approaches used for data collection are enumerated and the source of data also mentioned. The methodology for compilation, classification, processing and analysis of data will be explained. Some of the topics covered under this chapter are; Research design Source of data collection, sample size and technique, instrument for data collection, and method of data analysis.
3.2 	RESEARCH DESIGN
The study will utilized the descriptive survey method as a procedural method for this study. Survey research design, scientifically samples and interviews people to analyze and report what they said. Ohaja (2003) avers that survey is usually employed in studies of attitudinal and behavioral trends with the researcher seeking to uncover their demographic psychological underpinnings.
[bookmark: 3znysh7]3.3	POPULATION OF THE STUDY
Population can be simply said to be totality elements which are under discussion and about which information is desired. The population of this study will comprises Ogbomosho North local government staffs for collect data from every respondent relevant to the study but from fractional part of all respondents. Therefore, the population of the research will comprise of 60 respondents in the organiation
For preciseness and in order to make complete investigation of the subject matter, the sample size chosen are revenue generation staffs in Ogbomosho North local government
3.4	SAMPLE SIZE AND SAMPLING TECHNIQUES
The study will adopt the use of Random Sampling, which each element of the target population has an equal chance of being selected (Babbie, 2002). The researcher assigns a number to each element in the list and then uses a table of random numbers which is normally constructed in a way that each entry has an equal probability of being selected. Bernard (2000) observed that depending on the sample size, various types of simple random sampling include: tossing a coin, tossing a dice, raffle, drawing lots and use of random numbers.
The researcher will use simple random sampling to select fifty (50) respondents from target population using Ogbomosho North local government staffs as the target audiences.
[bookmark: 2et92p0]3.5	SOURCE AND METHOD OF DATA COLLECTION
The data used for the research work were source based on the two major types of getting data which is primary and secondary
sources.
Primary source: refers to the use of questionnaires, personal interview and personal observation. The researcher will employ the primary source of data collection, which were the use of a questionnaire.
Secondary source: refer to the sourcing of data through the writings of experts and professionals in textbooks, magazine etc in this attempt several libraries were visited information were gotten from the internet and some encyclopedia were used.
3.6	INSTRUMENT FOR DATA COLLECTION
The research will use questionnaire as instrument for data collection. The questionnaire will be drafted using open close method and likert scale option (Agree, strongly agree, neutral, disagree, strongly disagree). The questionnaire will design in an hard copy format and be allotted to the respondents physically to Ogbomosho North local government staffs.
[bookmark: tyjcwt]Questionnaire: the researcher has decided to make used of questionnaire as a method of getting data towards the working of the research as it has been considered as one of the effective means of gathering adequate data.



3.7	METHODS OF DATA ANALYSIS
The major sources of data collection used in this research work is questionnaire and other instruments such as information from personal interview, views of the workers and information from internet etc, contributed some data but their contribution are minimal when compared to data generated from the questionnaire administered.
In analyzing the data collected, inferential statistical has been used like frequency table and chi-square methods are also used to test hypothesis.
3.8	MODEL SPECIFICATION
The model aims to examine the relationship between taxation and economic development. Specifically, it investigates how tax policies and structures influence economic growth and development. The model incorporates key variables related to taxation and economic indicators to analyze the impact of taxation on economic  
ED = α + β1TR + β2TS + ε
Where:
· α represents the intercept term.
· β1, and β2, are the coefficients of the respective independent variables.
· ε is the error term, representing unexplained factors affecting economic development.

· β1: It is expected that higher tax rates will have a negative impact on economic development, as higher tax burdens may reduce incentives for investment, entrepreneurship, and productivity.
· β2: The impact of tax structure on economic development is ambiguous and may vary depending on factors such as the progressivity, simplicity, and efficiency of the tax system.

CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1	INTRODUCTON
Data presentation and analysis are critical components of any research study. Data analysis is the process of examining and interpreting the collected data to extract meaningful information, while data presentation refers to the visual or tabular representation of the data. The process of data analysis involves organizing, categorizing, and summarizing the data to draw conclusions and make inferences about the research problem. In contrast, data presentation involves selecting appropriate graphs, tables, charts, and other visual aids to display the analyzed data in a clear and concise manner that can be easily understood by the target audience
4.2	RESPONDENTS CHARACTERISTIC AND CLASSIFICATIONS
All data collected on this project were properly presented and analyzed in line with the aims and objectives earlier stated in chapter one. The data used in the presentation of analysis and interpretation of this study were collected through interview questions designed and administered. These services were meant to arrangement the information gathered from primary and secondary sources of data. 
Information gathered is presented in tabular form and briefly discussed and interpreted accordingly for the purpose of academic convenience, percentage are given as computed. Out of 60 copies of the questionnaire that was administered for Federal Inline revenue service Local Government Staff only the 50 copies could be retrieved and uniform question were asked from these interviewees. 
Table 1: The percentage of those questionnaire returned and those unreturned.
	ALTERNATIVE 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Questionnaire Returned
	50
	83.3

	Questionnaire Unreturned
	10
	0%

	Total
	60
	100%


The table above shows that 83.3% of the questionnaires were returned and representing 50 respondents and will be used for data presentation and analysis.
4.3	PRESENTATION AND ANALYSIS OF DATA ACCORDING TO RESEARCH QUESTIONS
  The responses are hereby analyzed and interpreted as follows: 
TABLE 2: Distribution of respondent by sex
	SEX 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Male
	25
	50%

	Female
	25
	50%

	Total
	50
	100%


Source: Research survey, 2025.
This shows that a good stratification process were made in choosing respondent since male constitute 50% while female respondent 50% of the respondents.
Table 3: Age distribution of respondents
	AGE 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	20-30
	10
	25%

	31-40
	14
	35%

	41-50
	14
	35%

	51—ABOVE 
	5
	5%

	TOTAL
	50
	100%


Source: Research survey, 2025.
   It could be seen  from the above  that 25% of the respondents  represent the  age of 20 – 30 years , 35% represent  31 -40 years  of ages  and   35% represent 41-50 and while  5 also represent the ages of  51 above. And 35% represent  the highest of population  samples of 31 – 40 and 41-50 years of ages.


4.4	ANALYSIS OF OTHER DATA
PART B
Table 1: The establishment of local government is it a more duplication of government. 
	RESPONSES
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	10
	20%

	Strongly Agree 
	Nill
	0%

	Disagree
	10
	20%

	Strongly Disagree 
	30
	60%

	Total 
	50
	100% 


Source: Research survey, 2025.
  The table above shows that establishment of local government is not a duplication of government because 60% people were strongly disagree, while 10% disagree and 10% agree. This shows that local government serves some purpose within the political system. 
Table 2: Is there any need for local government to be more focusing on how they will be economically viable than to depending on Federal government allocation. 
	RESPONSES
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	10
	20%

	Strongly Agree 
	35
	70%

	Disagree
	5
	10%

	Strongly Disagree 
	-
	0%

	Total 
	50
	100% 


Source: Research survey, 2025.
The table above indicates that local government should be more focusing on how to be more economically viable than to dependent on federal government allocation, base on respondent 35% strongly agree, 10% agree while 5% disagree. 

Table 3: Is the internally generated revenue through taxes not enough for the local government to perform there financial function? 
	RESPONSES
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	38
	76%

	Strongly Agree 
	5
	10%

	Disagree
	5
	10%

	Strongly Disagree 
	2
	4%

	Total 
	50
	100% 


Source: Research survey, 2025.
The table above explained that internally generated revenue by the local government is not enough for them to perform their function 76% of respondent agreed, 5% strongly agree, 5% disagree and 4% strongly disagree. This shows that local government depends largely on statutory allocation.  
Table 4: Does need for local government to review the existing operational mode of revenue collection. 
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	39
	77%

	Strongly Agree 
	6
	13%

	Disagree 
	5
	10%

	Strongly disagree 
	-
	-

	Total 
	50
	100%


Source: Research survey, 2025.
The table show that they need to be reviewed regularly to take account of rate inflation and growth and also cost of collection should be reasonable less than the anticipated revenue because 39% of respondent were agreed, 6% strongly agree and 5% disagree.


Table 5: Does existence of local government justifiable?  
	 RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	25
	50%

	Strongly Agree 
	20
	40%

	Disagree 
	5
	10%

	Strongly disagree 
	-
	-

	Total 
	50
	100%


Source: Research survey, 2025.
The above table shows that creation of local government is justifiable. This was based on the data above which 50% respondents agree, 40% were strongly agree, while 10% of respondents disagree.
Table 6: Is the internally generated revenue through taxes tends to determine the viability of the local government? 
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	40
	80%

	Strongly Agree 
	10
	20%

	Disagree 
	-
	0%

	Strongly disagree 
	-
	0%

	Total 
	50
	100%


Source: Research survey, 2025.
      The above table pointed out that the internally generated revenue could be determined the viability of the local government based on the table above where by 80% of respondent were agree and 20% of the respondent were strongly agreed. 
Table 7: Taxation has a significant influence on economic planning and development?
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	15
	30%

	Strongly Agree 
	21
	42%

	Disagree 
	12
	24%

	Strongly disagree 
	2
	4%

	Total 
	50
	100%


Based on the data presented in Table 7, it appears that a majority of the 50 respondents (63%) believe that taxation has a significant influence on economic planning and development. Specifically, 30% of respondents agreed with this statement, while a larger proportion of respondents (42%) strongly agreed.
On the other hand, a minority of the respondents (26%) disagreed or strongly disagreed that taxation has a significant influence on economic planning and development. This was reflected in the fact that 24% of respondents selected the "Disagree" option, while only 4% selected the "Strongly disagree" option.
Table 8: Did local government made any contribution to national development. 
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	20
	40%

	Strongly Agree 
	15
	30%

	Disagree 
	10
	20%

	Strongly disagree 
	5
	10%

	Total 
	50
	100%


Source: Research survey, 2025.
The table above show that the local government made contribution to national development because the service been provide at the local level compliment the effort of the central government in national development. This was based on the data collective on the table above where 40% of respondent were agreed, 30% were strongly agreed, 20% disagree and 10% were strongly disagreed. 
Table 9: Is there any problem in collection of taxes or generating revenue at the local level? 
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	20
	40%

	Strongly Agree 
	15
	30%

	Disagree 
	5
	10%

	Strongly disagree 
	10
	20%

	Total 
	50
	100%


Source: Research survey, 2025.
	The above table pointed that there is problem in taxes collection or generating revenue at the local level. Because 70% of respondent were agreed and 30% were strongly disagreed.
Table 10: what are some of the challenges that limit the effectiveness of taxation on the economic development of Nigeria?
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Corruption in government
	15
	30%

	Insufficient tax education
	10
	20%

	Lack of enforcement of tax laws
	18
	36%

	High levels of tax evasion
	7
	14%

	None of the above
	-
	-

	Total 
	50
	100%


Source: Research survey, 2025.
Out of the four response options, the most commonly selected challenge was the lack of enforcement of tax laws, with 18 respondents selecting this option, representing 36% of the total sample. Corruption in government was the second most selected option, with 15 respondents selecting it, representing 30% of the total sample. Insufficient tax education was selected by 10 respondents, representing 20%, while high levels of tax evasion was selected by 7 respondents, representing 14% of the total sample.	
Table 11: Does local government really serve as a training ground for national political leaders? 
	RESPONSES 
	NUMBER OF RESPONDENT  
	PERCENTAGE 

	Agree
	10
	20%

	Strongly Agree 
	5
	10%

	Disagree 
	30
	60%

	Strongly disagree 
	5
	10%

	Total 
	50
	100%


Source: Research survey, 2025.
The above table show from the responses of the respondent where 60% of the respondent were disagreed and 20% agree. This shows that local government do not serve as training ground for national political leaders. 
4.5	TEST OF HYPOTHESIS
H01: There is no significant influence on taxation and economic planning and development
	Likert Scale Questions
	Strongly Agree
	Agree
	Disagree
	Strongly Disagree
	Total

	Table 7: Taxation and Economic Planning
	15
	21
	12
	2
	50


According to the table, 63% (15+21) of the 50 respondents agreed or strongly agreed that taxation has a significant influence on economic planning and development. On the other hand, 28% (12+2) disagreed or strongly disagreed that taxation has a significant influence on economic planning and development. The remaining 8% neither agreed nor disagreed.
Overall, the majority of respondents (63%) believe that taxation has a significant influence on economic planning and development.
Decision
The null hypothesis is reject and alternative is accepted that taxation play a significance role in economic planning and development
H02: There is no challenges limiting effectiveness of taxation on economic development of Nigeria.    
	TABLE 10:
	PERCENTAGE 
	HYPOTHESIS

	Corruption in government
	30%
	Ho reject

	Insufficient tax education
	20%
	Ho rejected

	Lack of enforcement of tax laws
	36%
	Ho reject

	High levels of tax evasion
	14%
	Ho rejected

	None of the above
	-
	Ho accepted

	Total 
	100%
	


Based on the data presented, it can be inferred that there are indeed challenges limiting the effectiveness of taxation on the economic development of Nigeria. The two most commonly selected challenges were the lack of enforcement of tax laws and corruption in government, which together accounted for 66% of the total sample.
Decision 
The data shows that null hypothesis (Ho) is rejected and alternative is accepted that there are challenges limiting effectiveness of taxations on economic development of Nigeria and most significance of the challenges are lack of enforcement of tax laws and corruption in government. 
4.6	SUMMARY OF FINDINGS
The study shows that there is equality in genders of the respondents, with 31 – 40 years and 41-50 years respondents having the most significance age. It is finding out that local government is not duplication of government, and there is need for local government to focus of economical viable than dependeing on local government. The generate revenue are not enough to execute local government function. It also find out that local government review the existing operation mode of revenue collected. 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.
The Federal Inline revenue service Local Government along side with other local government in the state today lacks of economic base or resources to enable to provide the necessary infrastructure as well as maintaining the existing of facilities could be attributed to this following problem. These problems are so numerous and has hindered the success of revenue generation in this area. Based on my investigation, the following are some of the problems: 
Illiteracy and Ignorant:   A good member of the citizen of Federal Inline revenue service Local Government are illiterate and ignorance of the importance of taxes and the essence of its payment. Many people of the local government sees no devices to beat the taxes and therefore results to all sorts of device to beat the tax law. Infact payment of tax to many people in the area is a punishment since they are ignorant of its uses by the government.
Attitude of the Politicians: The attitude of the politicians who serve second republic contributed to the unwillingness of the inhabitants to pay taxes. This attitude manifested themselves in the embezzlement of public fund into their own selfish use.   
Wrong Declaration: Wrong income declaration and tax evasion are rampant among the self employed citizen of the area. For instance, many people have such properties such as grinding machines, radio and television set etc. Which they refuse to declaration with the view to evade payment of taxes. For some reason, many tailors, barbers, among others are operation in their sitting room refusing to hire or build a shop so as not to revel their profession to the tax assessors. Some professionals such as carpenters, Motor mechanics, welder etc choose to organize themselves into union so as to be able to speak as one voice.



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1     SUMMARY
	The tax structure of Federal Inline revenue service local government was made up of many taxes, the revenue generated from taxation in the state are essentially low bothering on negligibility, in comparison to the total amount the state government budgets every fiscal year. Tax administration in Federal Inline revenue service local government is faced with many problems some of which are dishonesty, lack of trust and dedication to work on the part of the staff of the internal revenue department and lack of compliance, evasion and avoidance of tax on the part of the tax payers.
	The development is also faced with shortage of personnel and  equipment not to mention the complexities of the tax laws and the enforcement by our courts of law. The inability of individual tax payers to present proper return from is among some of the problems faced by the internal revenue department. Besides, the nature of our tax laws also provides loopholes which the tax payers use in order to evade and avoid paying their tax liabilities. Since it is an objectives of development to find sources of finance to increase the rate of economic growth and development which will in turn lead to higher incomes and thereby raising the standard of living. However, taxation as not been able to protect infant industries as well as help in the distribution and redistribution of wealth and it is of economic control.
5.2 CONCLUSION
	Thus, we may conclude that the role played by taxation on the economic development and planning of Federal Inline revenue service local government is minor in terms of funds generation for execution of development projects. The results suggest that the lack of enforcement of tax laws is a major challenge that needs to be addressed in order to improve the effectiveness of taxation on the economic development of Nigeria. The high percentage of respondents selecting corruption in government also suggests that addressing corruption in the government is another important step towards improving the effectiveness of taxation. The relatively lower percentages of respondents selecting insufficient tax education and high levels of tax evasion suggest that these are still important issues, but may not be as pressing as the lack of enforcement of tax laws and corruption in government but we may also conclude that there is exists room for improvement in that area and hence the development of the state economy.
5.3 RECOMMENDATION
	Based on the discoveries made in the tax system in Federal Inline revenue service local government, its administrative aspect and structure as well as its contribution  to the economic development and planning of the local government is of necessary to make certain recommendations.
	Since it is the aim of any governments to increase its current revenue through taxation, I recommend that the  government should examine either possible ways of introducing new tax on property and increase the existing tax.
	The establishment of job standards is necessary, since it will serves as s devices for evaluation performance and basic promotion on this evaluation. If the salary scales are made attractive, it will drawn qualified and interested personnel from other sector of the economy to join the internal revenues department. A close contact with the universities and school business will also induce capable graduates to enter into tax services and if possible the government should establish separate school for the training of tax officer in the principle of taxation and practice of taxation in the local government  to train and produce qualified staff.
	The existing loopholes should be blocked through the review of the existing tax laws in the local government.  It is these loopholes that the tax payers take advantage of to evade and avoid paying taxes 
	I suggest the establishment of tax court to enhance speedy trails of tax defaulters and stiff penalties be imposed on them. The government should educate the tax payers through radio, television, newspaper and other means of communication on the merits and demerits of some activities such as tax evasion and avoidance, corruption and other unpatriotic behaviors, as it is only when the public understand the consequence of their actions on the economy themselves and their future, will they try to comply with the laws.
	I further recommended that the authorities concerned should try to publish and disseminate any changers in tax law so that tax payers will be aware of the laws currently in force.
	The inland revenue department should purchase modern equipments. Such as computers for efficient data processing and record keeping for statistical and future reference. This will also enhance greater speed and accuracy in the computation of tax liabilities, taking into consideration dedications for all allowances and keeping the information and other relevant data for future use.
	The practice of appointing politicians to the administrative  posts in the inland revenue department should be stopped, because such position requires a person who has knowledge of taxation and who is well versed in all the tax lows.
	The issuances of tax clearance certificate should be restricted to the few top officials, possible the director general to prevent case of forgery of certificate for who have not paid tax.
	I also recommend that were large sum of money are to be paid as tax, there should be arrangement allowing the tax payers to instalmentally to enhance greater understanding between tax officers and the tax payers, and also reduce cases of tax evasion and avoidance where such large sum are required to be paid in on lump sum.
	The writer believe that if the above recommendations are adopted, the revenue generated from taxation will increase considerable and hence improved economic  development and growth in the local government.
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