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CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY
Taxation is a system of imposing compulsory levy of the citizen or a company base on certain tax or fiscal law. Taxation is also a system of imposing compulsory levy either directly or indirectly on all income, goods, services and properties of individual partnership trustees, executive and companies by the government.
Tax itself is a compulsory levy imposes by public authority on income, consumption and production of goods and services. Taxes are levied on personal income (consisting of salaried, business profit, interest, income, dividend and royalties, e.t.c). Company profit petroleum profit, capital goods and capital transfer.
It is also an important way of influencing economic activities of a nation as a whole in the promotion of government social-economics depression e.g to fight inflation, deflation, economic depression e.t.c to achieve equitable distribution of income.
In addition, it is used to re-allocate the resource in a socially desired pattern, to discourage the consumption of certain product and to encourage and protect infant industries with a country.
Tax incentive are designed in Nigeria tax system in order to encourage and attract investment in certain preferred sectors, it also enhance capitals formation thereby leaving more retained profit arising from tax saving for reinvestment and protect certain industrial and manufacturing sectors against competition and stimulates the expansion of domestic production capacity in their areas.
As applied in taxation, the term incentive involves all measure adopted by government to motivate tax for payer to favourably to their obligation.
A tax incentive is a deliberate reduction in the tax liability granted by government in order to encourage particular economic unit to act in some desirable way.
Tax incentive could achieve the following, voluntary tax compliance by tax payers due to low rate or exemption from tax, it encourage investment by attracting foreign investors. It provides industrial expansion and capacity utilization of industries.
During the pre-colonial era, taxation functioned principally on either basis in Nigeria as a result of the organized centralized authority; taxes during this period were levied for the use of land, religions and education purpose.
However, since independence this changes as tax and tax incentives mostly being administered by the federal Inland Revenue services. The federal Inland Revenue service is responsible for company income (CITA 1990), petroleum profit tax act (PPTA 1959) stamp duty act (1996) personal income tax (PTA 1993), value added tax (VAT 1993), capital gain tax act (CGTA 1990) and withholding tax (WHI 2000).
1.2	STATEMENT OF PROBLEMS
The resulting output despite the various tax incentive granted by the government is far below expectation. The problem of implementation is majorly responsible for this inadequacy. Other associated problem include frequent changes in government policies, political instability and so on. The above stated problems are what the researcher intends to address in this research work.
1.3	RESEAERCH QUESTION
This study will be so keen in finding answer to the following question in relation to the topic of research.
i. Does a tax incentive has any impact of economic growth in Nigeria?
ii. Does the availability of tax incentives reduce the act of tax evasion and avoidance?
iii. Does tax incentives serves as controls measure for economic growth?
1.4	OBJECTIVE OF THE STUDY
The objective of this research is to:
1.	Examine the effectiveness of tax incentives in Nigeria
2.	Know the level of awareness of tax incentives by the tax
3.	Know whether tax incentives encourages and attract foreign investors
4.	Know whether the introduction of tax incentives makes tax evasion or avoidance
5.	Know whether it serves as an instrument of controlling the economic growth
1.5	RESEARCH HYPPOTHESIS
Ho1: Tax incentive has no impact of economic growth in Nigeria
Hi1: Tax incentive has an impact of economic growth in Nigeria
Ho2: The availability of tax incentives has not reduced the act of tax evasion and avoidance.
Hi2: The availability of tax incentives has reduced the act of tax evasion and avoidance.
Ho3: tax incentives does not serves as control measure for economic growth in Nigeria.
Hi3: tax incentives serves as control measure for economic growth in Nigeria.
1.6	SIGNIFICANT OF THE STUDY
The significance of this research work is not far fetched. Tax incentives are granted over years with the initiation of achieving some objective which among other includes:
1.	To generate revenue for the government
2.	To discourage tax evasion and avoidance
3.	To redistribute income in the society
4.	To encourage the growth of infant and local industries
The research work is therefore devoted to examine these objective and also to evaluate the extend to which goals and objectives have been achieved
Also, this research, work explores the various tax incentives available to the various sectors of the economy and how effectively they have been implemented.
Furthermore, the research work suggests possible tax incentives as a tool to economic development in Nigeria.
1.7	SCOPE OF THE STUDY
The study is based on the appraisal of tax incentives as a tool for economic development in Nigeria, the study will be considering the Federal Inland Revenue Service (FIRS), Ilorin, kwara state as its case study.
1.8	LIMITATION OF THE STUDY
The attainment of objective of the research work successfully was impeded by many factors. There was the problem of time constraint. Another problem faced was that of finances.
There was not much resources to go gather all the necessary information needed and also not must resources to purchase all relevant materials needed.
The most serious problem was the non-challenges of respondents of questionnaire given.
1.9	OPERATIONAL DEFINITION OF TERMS 
The following terms and defined as they are used in this research work:
TAX: It is a compulsory levy imposed by a public authority on incomes consumption and production of goods and services. They are levied on personal income profit, company profit, petroleum profit, capital gains and capital transfer.
TAXINCENTIVES: It are instrument and measures adopted by the government in order to make tax payers respond positively to their tax obligation.
TAXEVASION: This is an illegal method of reducing one’s tax liability such s declaring lower income or refusing to pay tax altogether.
TAXAVOIDANCE: This is a deliberate act of the tax payer to pay less than be ought to pay legally by taking advantage of a specific provision of the law.
YEAROFASSESSMENT: This is the year reaming for twelve month from 1st January to 31st December. It is the reference year from which tax is paid. Prior to 1980 it was 1st April of one year to 31st march of the calendar year.
CAPITALALLOWANCE: This is a form of relief granted to business who incurred qualifying capital expenditure in respect of assets used at the end of a basis period.
INITIALALLOWANCE: This is an allowance granted in the year of assessment in which the qualifying capital expenditure was incurred and this allowance is granted once in life span of any asset.
ANNUALALLOWANCE: It is an allowance that is granted every year. An asset is put to use ad it is prorated based on the numbers of month in the basis period in the first or commencement year of the business.
BALANCINGCHARGE: This obtained where the sales proceeds is less than the tax written down value (TWDV) of the time or date of the disposal of an asset.
BALANCINGALLOWANCE: This obtained where the sales proceeds exceed the tax written down value (TWDV) of the asset as the time of disposal.
QUALIFYINGCAPITALEXPENDITURE: This refer to capital expenditure on which capital allowance can be claimed.



CHAPTER TWO
LITERATURE REVIEW
2.1	CONCEPTUAL FRAMEWORK
The literature review for this research work is obtained from different source. Among these sources are the relevant tax law as promulgated and amendments date by the federal government of Nigeria. A publication by the Federal Inland Revenue Service, titled “general Tax guide for tax administrators and practitioners”. Other sources of literature review include relevant texts on taxation journal, lectures note and related project work
2.1.1	FEDERAL BOARD OF INLAND REVENUE
This was first established under section 3 of the income tax administration ordinance of 1958 and has since been subjected to series of amendments.
Presently, the board is an establishment of section 1, subsection (1) of company income tax act with an executive operation aim called the Federal Inland Revenue Service. In essence, the administration of company income revenue tax act 1990, petroleum profit (Amended) act 1999 and the taxation of specified individual under the personal income tax act (PITA) no 104 1993 and companies under the capital gains tax act (CGTA) 1990 are under the care and management of the board.
The Federal Inland Revenue Service is a department of the federal government under the control and direction of federal minister of finance.
COMPOSITION OF THE BOARD
According to Ishola (2002: 26-27) summed up the composition of the board on the basis of the provision of company income, tax act 1990 to include: 
1.	The executive chairman shall be a person within the services experienced taxation to be appointed by the president
2.	The director and head of department of the services
3.	The officers from time to time holding or acting, research and statistics matters in the federal ministry of finance.
4.	A member of the Board of the National revenue mobilization allocation and fiscal commission.
5.	A member from Nigerian National petroleum corporation not lower in rank than an executive director
6.	A director from the national Planning commission
7.	A director from the Nigerian customs services
8.	The register general of the corporate affairs commission
9.	The legal adviser to the service
10.	The secretary (who shall be an ex-official member of the board) shall be nominated by the board from within the services
POWER AND FUNCTIONS OF THE BOARD
The federal board of Inland Revenue is vested with powers for efficient and effective performance of it’s statutory duties among these function are; 
1.	The board acquire hold and dispose of any property taken as security for tax or penalty due
2.	To she and be shed in its official name 
3.	To specify the form of returns claim statement and notices under each of the acts 
4.	To authorize the joint tax board [JTB] to perform on its behalf and its power 
5.	Give notice in writing to any company to finish further information 
6.	Grant relief in respect of errors or mistakes 
7.	Sanction any prosecution in                     
8.	Decide the basis period of the penultimate year of assessment in event of a cessation of business
9.	Grant the right of installment payment to tax payers
10.	Extend the time within which to pay tax under companies income tax act.
2.1.2	TAX INCENTIVE IN PERSONAL INCOME TAX
Based on the publication of the Federal Inland Revenue Service title “general Tax Guide for tax administrator and practitioners: June 2002, these were adopted.
The personal income tax act (PITA) No 104 1993 identifies taxable person, determine their assessable income and tax the income. The act also determine the residence of the tax payer the sources of his income.
Two form of taxes are administered under this act namely: Pay as you earn (PAYEE) i.e Taxes from employment and taxes from business. All these state internal revenue services administer personal income tax for residents of their state while the Federal Inland Revenue Service administer the tax in federal capital territory, the police, the armed force foreign affairs and non-resident. Every individual other than a personnel severing in the Nigerian armed force in non-civilian capacity who is resident in Nigerian is subject to tax under the personal income tax scheme. 
RATE OF INCOME TAX
The rate of income tax charges from time to time due to the constant changes in the rate of income tax of 2003 to date as document in the work of Yunusa A. A. titled “Understanding the principle and practice of taxation in Nigeria (2003) volume 1 will be considered for this project work thus:
Rate use with effect from 2001”
	
	Income to be taxes (N)
	Rate of tax (%)

	First
	30,000
	5

	Next
	30,000
	10

	Next
	50,000
	15

	Next
	50,000
	20

	Over
	160,000
	25



WITHHOLDING TAX
Then Nigerian tax laws stipulated that tax payer of certain income such as rent, dividend e.t.c should withhold certain amount of such income and pay the next income to the owner of such income. The amount so withhold is known as withholding tax which is payable to the relevant tax authorities. Withholding tax in essence is the tax deducted from rate due to landlord dividends to shareholders or interest, royalty e.t.c paid to any person which is payable to the relevant tax authority as deposit for the purpose reducing the amount of tax that would be paid when assessment is finalized. The withholding tax method is advantageous to the government because it helps them in reducing the problem of tax evasion and avoidance.
The tax incentive available under personal income tax as presented below are gotten from the work of Olatuji L. A. et al in their book titled “Principle of Taxation in Nigeria” (2001) and Yunusa A.A. in her book title “understanding the principle and practice of taxation in Nigeria (2003) respectively. A follow up to this tax relief and allowance available to individual tax payer under DITD 1993 also adopted from the book of the same authors above.
INCOME EXEMPTED FROM TAX
a.	Reimbursement of Expenses: This refers to expenses incurred by an employee in the performances of his duties and form which it is not intended that the employee should make profit or gain.
b.	Compensation/Redundancy Payment: Compensation for less of office is not taxable, this is applicable where an employee is not  on contract and the employment caused by excessive manpower.
c.	Compensation for injury suffered in the course of the employment.
d.	Transport Allowance: The amount exempted from tax as transport allowance perior to 1988 is N600 per annum any excess is subject to tax. The amount was increased to N1740 per annum in 1988 any excess is chargeable to tax. In 1992, the amount exempted was increased to N2436 per annum. In 1999, the annuity exempted was increased N15,000 annum, from 2003 to date the amount exempted is N20,000 and any excess is subject to tax.
e.	Housing Allowance: The amount exempted from tax prior to 1988 year of assessment is N720 with effect from 1988 tax year it was increased to 20% of the annual basis salary subject to a maximum of N5,064. With effect from 1992 amount exempted was increased to 25% of annual basis salary subject to the following maximum amount on the location of the employee.
Lagos areas and Federal Capital Territory		N10,000
State Capitals						N6,000
Other parts of Nigeria					N4,000
In 1999, year of assessment, the amount exempted was increased to N100,000 for everybody irrespective of location. The amount exempted is now N150,000 with effect from 2003 year of assessment. Any excess is subject to tax.
f.	The official emolument of the president, vice president of the federal and state governors and the deputies are exempted from tax.
g.	The income of employee of diplomatic mission in Nigerian are exempted from tax
h.	Pension find contribution: Any sum received by an employee from a pension, provident or other retirement benefit fund, society and scheme approved by relevant tax authority  is exempted from the tax of the period of service of the employee is not less than five year in the service. The amount or income charged to tax after giving a relief of N300 for every complete year.
i.	Gratuity: this is rewarded fro work perform by an employee during his tenure of office, though payment is deferred until the time employee will be leaving that employment with effect from 1996, all gratuities are exempted from tax.
j.	Interest paid or credited to any person by the Nigerian post office, saving bank, or in respect of any Nigerian saving certificate.
Interest accruing from tax. Also interest accruing to a person who is not resident in Nigeria but which satisfied the condition specified in the schedule is exempted from tax. Finally any interest received by a taxpayer on a security declared by Nigeria government to be free from tax is also exempted from tax.
k.	Wound or disability person granted to members of the armed forces or other recognized national defense organization is exempted from tax.
l.	The income of any local government or government institution.
TAX RELIEF AND ALLOWANCE AVAILABLE TO INDIVIDUAL TAXPAYERS UNDER PITD 1993
These are approved dedication granted to taxpayers from the total assessable income. They include:
a.	Personal Allowance: This is an allowance granted to every taxpayer other than corporation, sole or body of individuals. The allowance will be granted without formal claim by the taxpayer in a given year of assessment as at 1985 tax years, the allowance granted was N1200 for any income up to N6000. As at 1987 the allowance was N1200 plus 15% of earned income. Between 1992 and 1997 year of assessment, it was N3000 plus 15% of earned income with effect from 1988 to date. It is N500 plus 20% of earned income.
b.	Children Allowance: this is allowance available in relevant tax year on the year on the children maintained by a taxpayer in the preceding year of assessment and to qualify for this relief the child or children must satisfy the condition below:
i.	The children not be married
ii.	Where the child is above sixteen year of age he or she must be receiving full-time instruction in a recognized educational institution in a recognized educational institution or under apprenticeship in a trade or profession. 
iii.	The child must be maintained by the taxpayer in the year preceding the year of assessment.
iv.	The allowance is for a maximum of four children the amount of children allowance prior to 1992 was N400 per child. Between 1992 and 1994 it was N500 per child.
As at 1995 tax year, it was N1,00 per child and with effect from 1st January 1998 to date it is N2,500 per child and with effect from 1st January 1998 to date it is N2,500 per child.
c.	Wife Allowance: this is granted to an individual taxpayer who is resident in Nigerian and maintained a wife. The amount of the allowance was N300 before 1986 tax year and was increase to N500 with effect from 1981 year of assessment.
d.	Disable Person Allowance: This allowance is granted to a disable person in addition to personal allowance granted prior to 1998 year of assessment it was the lower of N2000 or 10% of earned income with effect from 1998 year of assessment, it become the higher of N3000 and 20% of earned income.
e.	Life Assurance Relief: this is a relief granted to a taxpayer for an insurance policy on his life or that of his spouse provide that such a policy secures a capacity sum payable at maturity, the claim for life assurance also includes any contribution to an approved provident other retirement benefit scheme.
f.	Loss Relief: Tax is composed on any profit made by a tax payer from his other trade business. A taxpayer who is in his accounting period incurred a loss from a trade or business is allowed to deduct the loss in arriving at the total income of that taxpayer for any year of assessment.
2.1.3	TAX INCENTIVE IN COMPANY INCOME TAX (CITA) 1990
This aspect is reviewed based on a publication, by the federal Inland Revenue Service titled “General tax Guide for Administrator and Practitioners” June (2002) and the work of Olatunji L.A. et al (2001). The company income tax act is a federal laid operated by the Federal Inland Revenue Service (FIRS), it deals with the taxation of all limited a year or assessment all expenses to deducted should be reasonable, necessary, exclusive and wholly incurred for the purpose of earning the income and intimately borne by the taxpayer.
RELIEF UNDER COMPANY INCOME TAX
Based on the work of AnivisonUohemma in a book titled “Company Income Tax an Instruction Approach” (2001) the following relief’s shall be granted to companies.
a.	Loss Relief: Loss relief is one of the incentives available to business that have experience fortunes. The ultimate effect of loss relief is that when utilized the taxpayer profit of a company is immensely reduced individuals in business and corporate bodies are entitled to this incentives.
b.	Capital Allowance: Capital allowance is an allowance granted by the act on business when qualifying expenditure incurred in the place of depreciation, capital allowance is granted.
c.	Investment Allowance: Investment allowance is an additional allowance which is granted on plant and equipment used for a business at the rate of 100% of cost. This took effect from the 1985 tax year basically for agricultural business. This was exempted to manufacturing business and thereafter in 1991 to all business. With effect from 1992 tax year investment allowance became available to business located in areas that are more than 20km away from infrastructural facilities such as tarred road, electricity, pipe borne water and telephone.
d.	Rural Investment Allowance: This is based on capital expenditure incurred by companies established in rural areas.
2.1.4	TAX INCENTIVE IN VALUE ADDED TAX
According to Yunusa A. A. (2003: 50-51) value added tax is a consumption tax payable on all taxable goods and services supplied and consumed by individual or group of individuals it is a tax imposed on the value is added to goods and services as they pass the various stages involved in a business up to the final consumers like any other type of indirect tax. The following are tax incentives available to value added tax (VAT).
GOODS EXEMPTED FROM VALUE ADDED TAX (VAT)
a.	All medical and pharmaceutical products
b.	Basically food items
c.	Baby products
d.	Books and educational materials
e.	Commercial vehicles and their spare parts
f.	Newspaper and magazines
g.	All expert goods
h.	All agriculture and vertenary medicines, agricultural equipment and product, farming machinery and fertilizer.
SERVICE EXEMPTED FROM VALUE ADDED TAX (VAT)
a.	Medical services
b.	All export services
c.	Services rendered by community banks peoples bank and mortgage institutions.
d.	Plays and performance conducted by educational institution as parts of learning.
e.	Any other services related to education supplied by educational institution.
2.1.5	TAX INCENTIVE IN THE PETROLEUM INDUSTRY
According to Olatunji et al (2001: 262-264), petroleum profit tax is chargeable upon profit of any company engaged in petroleum operations in Nigeria. The Act dealing with the taxation of companies that are engaged in petroleum operation has now been enacted as chapter 354 of the laws of the federation of Nigeria (LFN) 1990.
Oil companies that only market petroleum product including refined oil such as petrol do not fail into the category of companies engaging in operation of petroleum and they are therefore taxable under CITA. The federal board of inland revenue is charged with the responsibility of administering the petroleum profit tax act (PPTA).
INCENTIVES IN THE PETROLEUM INDUSTRY
GENERAL INCENTIVES: Takes from the publication made by Federal Inland Revenue Services “General Tax Guide for tax administrators and practitioners” June (2002). The system incentives package granted the joint venture system is well document in the memorandum of understanding (MOU) signed with the oil companies which include the following:
a.	Accelerated capital allowance: which provided that capital allowance can be carried forward indefinitely.
b.	Investment Tax allowance (ITA) Is granted to a company respect of any asset for the accounting period.
c.	Graduated royalty rates approves for oil companies
i.	On share production 20%
ii.	Production in territorial water and continental shelf area up to 100meters depth 18½%
iii.	Production in territorial water and continental shelf area water depth between 100 meters and 200 meters 162/3%
TAX INCENTIVES TO THE GAS INDUSTRY
A company engaged in gas utilization (done stream operation) granted the following incentives.
a.	Companies engage in gas utilization are to be subject to the provision of CITA.
b.	An initial tax free period of three years which may be render for a additional period of two years.
c.	An investment tax allowance of 15% which shall not reduce the value of the asset.
d.	Interest on loan for gas project is to be deducted subject to the approval of the federal ministry of finance before taking the loan.
e.	Tax free dividend during the tax free period.
2.1.6	TAX INCENTIVES IN CAPITAL GAIN TAX
Capital gain tax is a tax imposed on the gains arising from disposal of items of capital nature of individual, trust, companies, partnership, settlement and other non-corporate bodies prior to 1996 year of assessment the rate of capital gains tax was 20% but with effect from 1996 to date the rate was reduced to 10% so as to encourage capital formation and activities in the capital market. (Ariwolola 2000; 176).
BODIES EXEMPTED FROM CAPITAL GAIN TAX
A gain is not chargeable if it accrues to any of the following:
1.	Charitable or educational institutional of public character
2.	Any statutory on registered friendly society
3.	Co-operaitve society under the cooperation societies law of any state.
4.	Any trade union registered under the trade union act
5.	Any local government council
6.	A purchasing authority company
7.	Corporation established for fostering economic development of any part of Nigeria.
GAINS EXEMPTED FROM CAPITAL GAIN TAX
A gain shall not be chargeable gain if it accrues.
a.	To a person from disposal of investment of superannuation funds
b.	To a person from the disposal of investment in statutory provident fund of retirement benefit scheme
c.	To any person on the disposal of right to any part of any sum payable out of any superannuation funds.
d.	On the disposal of decorations awarded from valour or gallant conduct otherwise than for consideration in money’s worth.
e.	From disposal of stock and share or other government securities such as treasury, bonds, premium, bonds and saving certificate.
f.	To unit holders or unit trust in respect of disposal of securities provided the proceed are reinvested (Arinwodola: 2000, 176-177).
2.1.7	TAX INCENTIVES A TOOL FOR ECONOMIC DEVELOPMENT
Basically, incentives are designed to encourage investment in certain preferred sectors of the economy and sometimes they are geared towards attracting inflow of foreign exchange to complement domestic supplies for rapid economics development. The effectiveness of tax incentives in the development of the Nigeria economy can be discussed under the following headings;
a.	Encourage investment
b.	A means of industrialization
c.	Encourages tax payment
d.	Encourage the consumption of certain goods and services.
a.	ENCOURAGE INVESTMENT: Investment in the economy of the nation occupation a top most priority in governments’ decision to grant tax incentives. This is because many advantages are accrued to investment in the development of the economy eg capital information, employment, etc prior to the granting of tax incentive most investors both foreign and local were afraid to invest in the economy because of the heavy burden of tax on their disposal income. This is however in contrast with what is obtainable today as on appreciable rise in investment even at the rural level is being witnessed.
b.	A means for Industrialization: The industrialization of the economy reaminaothermahor reason why the government grant tax incentive. This aim or objective cannot be considered a waste, this is because over the years a good number of industries including those in services industries e.g Hotels are seen springing up all over the place. Worthy of mention is also the small scale industries in some rural areas providing employment within its capacity for those in the area.
c.	Encourages Tax Payment: tax evasion and avoidance has been a problem to the government of Nigerian because of its negative effect on the income generated by the government. This negative effect, is the education in the amount of revenue generated by the government compared with its expenditure.
However, with the incentive put in place for all individuals and taxable companies in the sector of the economy, tax evasion and avoidance have been curtained to a very great extent thereby improving the payment of tax from individual and companies.
d.	Utilization of the Country’s Natural Resources: With the available incentive granted to the oil and gas sectors of the economy a sharp rise in the utilization of the country’s national resources has been witnessed over the years. This consequent upon discovery of oil wells, it’s exploration and subsequent exportation for foreign exchange earnings.
e.	Encourages the consumption of certain goods and services: the exemption of tax as an incentive has help to sustain the consumption of certain goods and services. An example is the administration of value added tax (VAT) exempt some goods and services are basic needs of man and not all might have access to them.
2.2	THEORETICAL FRAMEWORK
There are several theories that can be used to explain the issue of tax revenue as well as economic development. These are theories relating to tax compliance as well as theories of economic development. Some of these theories are explored here. Firstly, those on tax compliances are looked out and then followed by those of economic development. 
2.2.1	BENEFIT RECEIVED THEORY
This theory proceeds on the assumption that there is basically an exchange relationship between tax-payers and the state. The state provides certain goods and services to the members of the society and they contribute to the cost of these supplies in proportion to the benefits received (Bhartia, 2009). Anyanfo (1996) in (Ogbonna and Ebimobowei, 2012) argues that taxes should be allocated on the basis of benefits received from government expenditure.


2.2.2	COST OF SERVICE THEORY
This theory is similar to the benefits received theory. It emphasizes the semi-commercial relationship between the state and the citizens to a greater extent. In this theory, the state is being asked to give up basic protective and welfare functions. It is to scrupulously recover the cost of the services and therefore this theory implies a balanced budget policy (Ogbonna and Ebimobowei ,2012).
2.2.3	THE THEORY AND CONCEPT OF UNDER-DEVELOPMENT AND DEVELOPMENT
According to Gbosi (2005), many historical theories of economic development have evolved and they simply postulate that the existence of different phases or stages of a developmental process. The proponents of these theories include W WRostow, Alexander Gerschenkron and others. One of the most vocal of it is the classical liberal theorist. The Classical liberal theorists have it that development is understood as economic growth and capital-formation. The key to economic growth was capital formation, and that this leads to an emphasis on large-scale infrastructure projects and on foreign aid loans. Secondly, in the "stages" version of this approach, undeveloped countries were thought of largely as "primitive" or "early" versions of Western countries. However, lesser Developed Countries needed to follow the pattern of development set by the west (Gbosi, 2005). There is also the Social Theories of Development, whose proponents include Schumacher and the rest. They emphasize the importance of "human capital" in development. The key to economic growth and development was education, health, fertility, etc. Secondly, there is a Shifted concerns from the overall rate of economic growth to considerations of poverty, inequality, urbanization and other social ills (Ordu, 2015).
2.3	EMPIRICAL STUDIES
Edame and Okoi (2014) examines the impact of taxation on investment and economic growth in Nigeria from 1980-2010. The ordinary least square method of multiple regression analysis was used to analyze the data. The annual data were sourced from the central bank of Nigeria statistical bulletin and NBS. The result of the analysis showed in conformity to our prior expectation because the parameter estimates of corporate income tax (CIT) and personal income tax (PIT) appears with negative signs, this means that an inverse relationship exist between taxation and investment. The economic implication of the result is that a one percent (1%) increase in CIT will result in decrease in the level of investment in Nigeria. 
Onakoya and Afintinni (2016) investigated the cointegration relationship between tax revenue and Economic growth in Nigeria from 1980 to 2013. Various preliminary tests including descriptive statistics, trend analysis, and stationary tests using Augmented Dickey Fuller (ADF) test were conducted. The Engle- Granger Cointegration test was employed to determine whether a long run relationship existed between the variables. The Vector Error correction model was employed to confirm the long run relationship and determine the short run dynamics between the variables.
Onakoya, Afintinni and Ogundajo (2016) investigated the impact of taxation on economic growth in Africa from 2004 to 2013. The study carried out various preliminary tests including descriptive statistics, and stationary tests using Augmented Dickey Fuller (ADF) test, Levin et al. test, Im, Pesaran and Shin W-stat tests. The appropriate fixed and random effect test was employed to determine the fitness of the model using the Hausman test. The study conducted the Hausman-Test to determine the appropriate estimator between Fixed and Random Effect. To confirm the robustness and validity of regression model, some post estimation tests are conducted which were omitted Variable Test, and Heteroscedasticity test. 
Saidu (2014) examining the impact of tax incentives on economic growth and industrial development of companies in Nigeria. The methodology used for data collection was survey method and content analysis. Data was generated from both primary and secondary sources. The technique used for data analyses was chi-square test and statistical package for social sciences (SPSS.) Findings were made that there are significant relationships between tax incentive and economic growth which was indicated by responses of respondents and test of hypothesis using the SPSS. Findings were also made that tax incentives are found to be available to qualified companies who possess those criteria to qualify for those incentives. 


CHAPTER THREE
3.0	METHODOLOGY
3.1	AREA OF STUDY/INTRODUCTION			
	Research methodology is the specialization of procedure and method for collecting and analyzing the data necessary to define and solve problem (Asika, 1990). This section focuses on the research design, data collection, identification of population size and sample, research hypothesis and data analysis method. 
This study is based on the appraisal of tax icetives as a tolol for economic development in Nigeria. The researcher will be taking Federal Inland Revenue Service as a Case study.	
3.2	RESEARCH DESIGN					
Onodugo (2009) defined research design as the plans or the blue print on how to go about data collection and analysis all aimed at providing solutions to the problems under investigation. Following this definition, this chapter concentrates on data collection.	
3.3	SOURCES OF DATA 						
Data are facts and figures collected for the purpose of this research and were collected through two sources primary sources and secondary sources. 
PRIMARY SOURCES
Primary data are data that are in their original form. Uzoagulu (1998) sees primary sources of data as a source that contains the data originally assembled by the person who actually observed the phenomenon.
SECONDARY SOURCES
Secondary data are data that have already been used for another study. They were not assembled originally by the current researcher. Secondary sources of data are a source that contains data that have been assembled by another researcher. Sources of secondary data are text works, journals, newspapers, magazines and the internet web.
3.4	POPULATION OF THE STUDY			
According to Unamka and Ewurum (2005). Population is the units that posses the characteristic being studied. Simply put, study population is the sum of the units of analysis this research work focuses on staffs of federal Inland Revenue Service, Ilorin Kwara State. Therefore, the population size is 100.
3.5	SAMPLE SIZE AND SAMPLING TECHNIQUES		
Sample is a fraction or segment of the total population whose characteristics is used to represent the entire population sampling idea arises because of the difficulty in studying the entire population. In view of this, the sampling method to be used in this study is the simple random method. This will be done by picking randomly among the staff in the distribution of questionnaire and oral interview. The sample size of this study is determined using Yamane Yaro’s formula;
n = 	    N      .
1+N(e)2
Where;
n = Sample size
N = The finite population (100)
e = Level of significance (or limit of tolerable error)
I = Unity (i.e. a constant)
Taking the maximum accepted margin of error of 5% (0.05) and population
size of 100.
n = 	         100       .
1+ [100(0.05)2]
         100           .
1+ (100 x 0.0025)
100
1.25     =80
3.6	RESEARCH IN STRUMENT
Indepth Interview: Are conducted with some staff of the organization. The interviews were structures to give room for less versatility and record, the spot adaptability on the part of the researcher having located the respondents, the researcher explained precisely why and for whom the result will be of interest and also what is expected to emerge research survey conducted. The study sample size for the company is 150 respondents, that is, 103 respondents (employees) were used as the course of this research exercises. 
	Responses collected from the interview were recorded while the researcher was alert for vague and genuine answers. The result was record this impression and observation in the course of interview which were later used for the analysis stage. 
Questionnaire: questionnaire was designed and sent to the staff of the case study and were returned
Observation: This is another primary sources used, it is a systematic method of collecting data by natural scientist, it implies the use of one eye, it may be planned or unplanned. In this process, the researcher was able to observe some changes that have been taken place in the company and some that need proper implementation as earlier discussed.
Documentation: Information obtained through secondary method i.e. use of library and journals are vitally essential as it from the bedrock of all the research work. In this method relevant textbook, handout and the company’s records were used. 
3.7	METHOD OF DATA ANALYSIS				
The different questions in the questionnaire will be presented in tables with a view to determining the number of “yes” and “No” responses. The response will be then analyzed and tested for homogeneity using the chi-square test where possible. Also simple percentages and Z test for relevant of proportion will be used to analyze data.
3.8	MODEL SPECIFICATION 					
Using the multiple regression analysis, the model adopted by the researcher to carry out the analysis is as follows:
V = f (ROA, ROE, NPM) Where;
ROA = Return on Asset
ROE = Return on Equity 
NPM = Net profit margin 
Specifying it in econometric form:
· = α + β1 ROA+ β2 ROE + β3 NPM+ E Where;
α = Intercept
ROA= Effect of corporate governance on return on asset
ROE = Effect of corporate governance on return on equity
NPM = Effect of corporate governance on net profit margin 
β1– β2 – β3  = Coefficient of ROA, ROEM NPM respectively 
E = Error term.


CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1 INTRODUCTION
This chapter is based on the response obtained and interpretation of the analysis from the field. The outcome of result are presented with the use of simple percentage in a tabular form to illustrate some key variable contained in the questionnaire
Data gathered on each item of the research instrument are presented frequency table expressed in counts and percentages.
4.2 DEMOGRAPHIC CHARACTERISTICS OF THE RESPONDENTS
SECTION A: 
TABLE 1: DISTRIBUTION OF THE RESPONDENTS BASE ON THERE GENDERS
	SEX
	NUMBER OF RESPONDENTS
	PERCENTAGE%

	Male
	60
	75

	Female
	20
	25

	Total
	80
	100


Source: Field survey, 2025
The table above shows the percentage distribution of the respondent by their genders, male respondents constitute 75% while female respondents constitute 25%. The indication that majority of employees within the service were males.
TABLE 2: DISTRIBUTION OF RESPONDENT BASE ON AGE 
	AGE (Years)
	NUMBER OF RESPONDENTS
	PERCENTAGE%

	20-29
	20
	25

	30-39
	30
	37.5

	40.49
	10
	12.5

	50-59
	15
	18.75

	60 above
	5
	6.25

	Total
	80
	100


Source: Field survey, 2025
Table 2 shows the age distribution of the respondents, 25% of them were within the age bracket of 20-29 years, 37.5% of them were within the age bracket of 39-40years, 12.5% of them were within the age bracket of 40-49 years, while 15% and 18.75% of them were within bracket of 50-59 and 6.25% are 60 and above respectively.
TABLE 3: DISTRIBUTION OF THE RESPONDENTS BY THERE ACADEMIC QUALIFICATION
	Academic Qualifications
	Number of respondents
	Percentage%

	O'level
	20
	25

	NCE/OND
	20
	25

	First Degree/HND
	25
	31.25

	Second Degree
	15
	18.75

	Total
	80
	100


Source: Field survey, 2025
From table 3, out of the respondents whose opinions were sought, 44% of them were O'level certificate holders, 38% of them were NCE/OND certificate holders,15% of them were first degree/HND certificate holders while 3%of them were second degree holders.
TABLE 4: DISTRIBUTION OF THE RESPONDENTS BY THERE LENGTH OF YEARS IN SERVICE
	Length of years in service
	Number of respondents
	Percentage%

	Less than 5 years
	15
	18.75

	5-10 years
	20
	25

	11-20 years
	15
	18.75

	21-30 years
	20
	25

	Above 30 years
	10
	12.5

	Total
	80
	100


Source: Researcher's Field survey, 2025
Table 4 shows the distribution of the respondent by their length of years in service out of all, 18.75% of them had worked in the service for the period less than 5years, 25% of them had worked in the service for the period of 5-10years in the service, 18.75% of the respondents had worked in the service for the period of 11-20years 25% of the respondents had worked in the service for the period of 21-30years while 12.5% of them had worked in the service for the period above 30years.
SECTION B
QUESTION 1: Is tax incentives an effective tool in the development of Nigerian economy?
Table 6

	Response 
	No. of Respondents 
	Percentages %

	Yes
	60
	75

	No
	20
	25

	No option 
	-
	-

	TOTAL 
	80
	100


Source: Researcher’s field Survey, 2025
From the table above, the research deduced that tax incentive is an effective tool in the development of Nigeria economy. Majority of the respondents representing 75% agree with it.
QUESTION 2: Does tax incentive protect local industries?
Table 7
	Response 
	No. of Respondents 
	Percentages %

	Yes 
	40
	50

	No 
	40
	50

	TOTAL 
	80
	100


Source: Researcher’s field Survey, 2025
The table above simply shows that 50% of the total respondent indicated positive response that tax incentive protect local industries while an equal number of percentage disagreed as well
QUESTION 3: Does tax incentive serve as a means for industrialization?
Table 8
	Response 
	No. of Respondents 
	Percentages %

	Yes
	70
	87.5

	No 
	10
	12.5

	TOTAL 
	80
	100


Source: Researcher’s field Survey, 2025
	Out of the 80 respondents 70 respondents accept that tax incentives serves as a means for industrialization while 10 respondents disagreed with a no. 
QUESTION 4: Does availability of tax incentives reduces the act of tax evasion and avoidance?
Table 9


	Response 
	No. of Respondents 
	Percentages %

	Yes 
	60
	75

	No 
	15
	18.75

	No option 
	5
	6.25

	TOTAL 
	80
	100


Source: Researcher’s field Survey, 2025
From the table above, it can be deduced that availability of tax incentives reduces the act if tax evasion and avoidance as 75% of the respondent agreed with a yes, 18.75% said no while the remaining 6.25% are of no option. 
QUESTION 5: Does tax incentive encourage the collection of taxes?
Table 10
	Response 
	No. of Respondents 
	Percentages %

	Yes 
	60
	75

	No
	15
	18.75

	No option 
	5
	6.25

	TOTAL 
	103
	100


Source: Researcher’s field Survey, 2025
The table above shows that majority of the respondents representing 75% agree that tax incentive encourage the collection of tax.
QUESTION 6: should the government provide adequate security for potential investors in the country 
Table 11
	Response 
	No. of Respondents 
	Percentages %

	Yes 
	80
	100

	No
	-
	-

	No option 
	-
	-

	TOTAL 
	80
	100


Source: Researcher’s field Survey, 2025
	The table above shows that the government should provide adequate security for potential investors in the country
QUESTION 7: Should adequate tax incentive be given to manufacturing industries?
Table 12

	Response 
	No. of Respondents 
	Percentages %

	Yes 
	60
	75

	No
	20
	25

	No option 
	-
	-

	TOTAL 
	80
	100


Source: Researcher’s field Survey, 2025
All the respondents opined with positive option that the above notion is intact and accepted to. 
4.3 STATISTICAL RESULT
	The result of the finding shows that Tax incentive are important to the growth and development of the economy especially developing countries like Nigeria. Tax incentives had been important in making people pay their tax as avoidance and evasion are been cut short.
4.4 TEST OF HYPOTHESIS
The hypothesis set in chapter one of this study is tested below 
HYPOTHESIS ONE (1)
Ho:	Tax Incentives has no impact on economic growth in Nigeria 
Hi:	Tax Incentives impact on economic growth in Nigeria 
Hypothesis One
Calculation
	The hypotheses were tested and calculated with the use of chi-square method. 
X2 = ∑(Fo - Fe)2
	     Fe
Where Fo = observed frequency
	Fe = expected frequency
	∑= is take over all the categories
	Option
	No of respondents (3)
	Total

	Yes
	60
	75

	No
	20
	25

	No idea
	
	

	Total
	80
	100


Source: Table 6


Computation table 
	Alternative
	Fo
	Fe
	Fo-Fe
	(Fo-Fe)2
	(Fo-Fe)2/Fe

	Yes
	60
	40
	20
	400
	10

	No
	20
	40
	20
	400
	10

	No Idea
	
	
	
	
	

	Total
	80
	
	
	
	20


X2 = 20
Decision Rules: 
	The computed values X2 = 20 is greater than the critical value 0.05 level signification is 3.84, therefore we rejected the null hypothesis (Ho) and accept the Hi (alternate hypothesis) Gender and age diversity has significant effects on organisational productivity.
Hypothesis Two
Calculation
	The hypotheses were tested and calculated with the use of chi-square method. 
X2 = ∑(Fo - Fe)2
	     Fe
Where Fo = observed frequency
	Fe = expected frequency
	∑= is take over all the categories
	Option
	No of respondents (3)
	Total

	Yes
	60
	75

	No
	15
	18.75

	No idea
	5
	6.25

	Total
	80
	100


Source: Table 9
Computation table 
	Alternative
	Fo
	Fe
	Fo-Fe
	(Fo-Fe)2
	(Fo-Fe)2/Fe

	Yes
	60
	40
	20
	400
	10

	No
	15
	40
	-25
	625
	17.85

	No Idea
	5
	40
	-35
	1225
	30.63

	Total
	80
	
	
	
	58.48


X2 = 58.48
Decision Rules: 
	The computed values X2 = 52.48 is greater than the critical value 0.05 level signification is 3.84, therefore we rejected the null hypothesis (Ho) and accept the Hi (alternate hypothesis) Gender and age diversity has significant effects on organisational productivity.
4.5 SUMMARY OF FINDING
The analysis of this study revealed that tax incentives has been very effective as a tool to economic development in Nigeria.
The truth is derived from the fact that the various incentives made available to the different level of tax payers has been able to achieve the desired result. Some of which includes investment in the economy, prompt payment of tax, utilization of the country’s natural resources and as means for industrialization.


CHAPTER FIVE
5.0	SUMMARY, CONCLUSIONA AND RECOMMEDATIONS
5.1	SUMMARY
From the findings of the study, sufficient tax incentives enhance growth and economy. It implies that tax incentives regime encourages economic development, more industries, more jobs and overall economic development is witnessed. In addition, the findings also reveal that lack of awareness has a negative effect on the economy. It implies that even when there are tax incentives, when the targeted industries or industrialist are not aware of it, it makes no sense in the economy. It only leads to more growth of industries which will translate into economic development when people are aware of the tax incentives. Further, incentives are high motivators to establishment of business enterprises. It implies that where incentives are not there, it will not only demotivate people, it can also lead to the closure of already existing industries, as such incentives should be there so as to keep motivating people and business owners to establish and expand on their enterprises
The analysis of this study revealed that tax incentives has been very effective as a tool to economic development in Nigeria. The truth is derived from the fact that the various incentives made available to the different level of tax payers has been able to achieve the desired result. Some of which includes investment in the economy, prompt payment of tax, utilization of the country’s natural resources and as means for industrialization.
5.2	CONCLUSION 
In order to promote the growth of the economy, the federal government has at various promulgated tax laws conferring incentives on companies and individuals carrying on business in Nigeria. It therefore follows that without adequate tax incentives no firm can usefully achieve the objectives for which it is being set up especially at nurturing stage considering the high cost of production in Nigeria owing power challenges and absence of other infrastructural facilities. Effort has been made in this study to show how important the effect of tax incentives is in firms’ development. It is therefore no more a surprise that government has come to the realization that they contribute immensely to economic development of the country.
From the analysed data ,it has become an established fact that adequate tax incentives are not only beneficial to the firm but also motivate them in making more investment .However ,it must be noted that there are other demographic, social and political activities which are supportive of industrial growth and overall lead to sustainable economic development. Moreso, tax incentives act like catalyst to industrial development by reducing the impact content of domestic manufacturers, improve the balance of payment and enhance the total impact of industrialization on income employment within Nigeria economy. 
Taxation has been used to encourage savings, investment and redistribute income. Also priority sectors like Export Processing Zone (EPZ), solid minerals; oil and gas have been encouraged. The manufacturing sectors have received the right doses of tax incentives. Government also uses taxation to stimulate the economy by using tax policy to influence purchasing power and production costs. Countries have introduced investment incentives for varying reasons; in some case, the incentives may be seen as a counter weight to the investment disincentives inherent in the general tax system.
5.3	RECOMMENDATIONS
The study, therefore recommends the following based on the findings of the study.
· The tax authority should consider proportionately increase of annual allowances if the period for a year of assessment happens to be a period of more than one year. This will attract more investors thereby improving the economic growth of the country.
· In order to encourage investment in the manufacturing industry, the policy makers and the government should formulate and enact laws that increase the rate of investment allowance from 15% to 20% on plant and machineries used in manufacturing business.
· The government should waive certain taxes on corporate bodies to help them develop and mature especially at their early stage. They should not focus on the revenue that may be lost at this point because in the long-run the benefit surpasses what is lost at the initial time.
· A wider awareness campaign through workshops, seminars, advertisements, all be made to enable the public know of the available business opportunities especially now that many of our youths (graduates) are roaming the streets because of lack of job. They can help motivate them into investing their utilized human resources.
· The administrative machinery should be well assisted and equipped to enable them render the necessary services and achieve the objectives for which they are established. The financial institutions established to assist on fund raising also need to be given a re orientation so that fund could be made available when needed at attainable cost and procedures.
· Government should enact tax incentive legislation with emphasis on the utilization of local inputs i.e. raw materials, labour and fabricated machinery against imported ones. 
· In fact, industries benefiting from pioneer relief or waiver period should be required to send periodic progress report and physical monitoring exercise put in place by the industry of industries, trade and co-operations.
· Government should not embark or embrace such policies that will expose our local industries to hard business environment e.g. foreign loan from World Bank, Structural Adjustment Programmes and their associated conditions which normally do more harm than good thereby exposing the economy to long standing spiral inflation and other problems.
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