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CHAPTER ONE
INTRODUCTION
0.      BACKGROUND  OF THE STUDY
Governments in both developed and developing countries collect taxes to fund public services. According to Anyanwu (1997) tax is as a compulsory levy by the government on individuals, companies, goods and services to raise revenue for its operations and to promote social equity through the redistribution of income effect of taxation. Barnett and Grown (2004) argue taxation is the only known practical manner for collecting resources in order to finance public expenditure for goods and services consumed by any citizenry. 
Nigeria, a oil rich-producing nation, ranked 13th globally by OPEC and funds 65% of its annual revenue federation accounts from crude and oil resources (Adio, 2021). Aside from this, other sources of revenue include crude sales, taxes and other income (like agriculture, export, to mention a few). In 2020, over 90 changes were made across the board on tax laws in Nigeria. Specifically, the Finance Bill 2019 signed by the Nigerian President against the Nigerian Tax and Fiscal Law (Amendment) Bill 2019, VAT (Value Added Tax) increased from 5% to 7.5% (Adio, 2021). 
Value Added Tax (VAT) is one of the most popular taxes around the world. In sub-Saharan Africa for example, VAT has been introduced in Benin republic, Cote d‟ Ivoire, Guinea, Kenya, Madagascar, Mauritius, Niger republic, Senegal, Togo and Nigeria. Evidence has shown in these countries that VAT has been an important contributor to total government revenue (Ajakaiye 2000). Shalize & Squire (1988) found that VAT accounted for about 30% of total tax revenue in Cote d‟ Ivoire, Kenya and Senegal in1982. Tait (1989) showed that VAT has been in effect in Ecuador and Mexico since at least (1973) and by 1983 accounted for 12.35% and 19.71% of total government revenues in those countries respectively. Indonesia introduced VAT in 1983 and by 1988, the ratio of revenue GDP has raised to 4.5% (Bogetic and Hassan 1993). According to Ajakaiye (2000), the impressive performance of VAT in virtually all countries where it has been introduced strongly influenced the decision to introduce it in Nigeria in 1993.
In a consuming economy, like Nigeria, VAT (which was introduced through a 1993 law and became operational in 1994) is a veritable source of revenue to government, since consumers of goods and services produced in the economy or imported from other countries must spend to consume no matter the sources of income to use for the purchase of the goods and services. But the law since then has classified the goods and services being produced for consumption into two forms: VATable (those on whom VAT would be charged) and non-VATable (those on whom VAT is exempted). So, as everybody in an economy is a consumer, VAT is bound to be a high revenue generator to the government. This is the reason why (i) the issue of the rate chargeable to generate VAT revenue and (ii) the issue of the formulae to be used in sharing the generated revenue must be treated with due care, fairness, objectivity, honesty and transparency.
Value Added Tax (VAT) is a consumption tax which is charged based on the value added on goods and services that are produced for consumption, with recognizable value addition. The tax has some resemblance with Goods and Services Tax (GST) and Sales Tax (ST) that are operational in some other countries, but they are not the same.The main similarity between VAT and GST or ST is that they are consumption taxes, and that appropriate rates are usually charged on the consumer goods or services to generate tax revenue expected from the consumers. VAT can also be defined as a tax on spending/consumption which is levied at every stage of transaction but eventually borne by the final consumer of such goods and services (Ugwa and Embuka, 2012). 
According to Umeora (2013) taxation forms the most important sources of revenue to the government. Tax is a compulsory payment imposed by various tiers of government on individuals and corporate organizations. The most basic things about taxation are that taxation is compulsory and, imposed by authority of government on people within a territory. Since it is compulsory, any person who is within the jurisdiction must pay or be given some form of punishment. Also there is no ‘quid pro quo’ between tax payer and how the government spends the tax paid. In other word the governments need not to explain to a payer how his own particular payment will be utilized. The suggestion of Value-Added Tax (VAT) as a way out of the dilemma is predicated on the fact it is capable of generating substantial revenue, since evasion is difficult and the base is wide (Omesi and Nzor, 2015). Another reason for suggesting, VAT is the belief that it is a weapon that is capable of reducing the wealth-poverty gap. Gordon and Nielsen, (2017) are optimistic on the effectiveness and equity of VAT has strong supports in some earlier works of tax experts .
The main reason for the popularity of VAT is that it provides a buoyant revenue base that usually yields significantly more revenue than other tax on consumption. It is relatively easy to administer and difficult to avoids. The yield from VAT is a fairly accurate measurement of the growth of an economy since purchasing power increases with economic growth (Paulo 2002).
Nigeria is currently experiencing revenue crisis due to declining crude oil earnings and as such, the government is trying to improve its revenue potential by imposing more taxes (Ogbonna and Ebimobowei, 2017). The Nigerian government on Wednesday, September 11, 2019, approved a 50% increase in the Value Added Tax (VAT) rate applicable on supply of goods and services in Nigeria, from 5 per cent to 7.5 per cent. The new rate took effect in the first quarter of 2020 (1st February, 2020). Thus, the recently signed finance bill has attracted public attention and met with mixed reactions by Nigerians. It will also be recalled that the Federal Government attempted to increase the VAT rate to 10 per cent in 2007, but this was faced with stiff opposition resulting in the suspension of the proposed increase. 
As President Bola Ahmed Tinubu is committed to reforming the Nigeria’s tax system and the whole of the country’s fiscal policy, the Committee he formed to work on the best way to go about reforming the tax system, to develop some Executive Tax Reform Bills (4 in number) and to transmit the Bills to the National Assembly for passage into law before 1st January 2025, has hurriedly developed the Bills, which were hurriedly transmitted to the National Assembly so as to ensure that the Bills are transformed into Acts before the target period. The four (4) bills are now well known in the Nigerian public domain, enjoying a lot of commentaries as to their beauty or ugliness, in view of the good provisions and bad provisions therein. The National Assembly members have started hearing and reading of the Bills. The much controversial among the four bills are: (i) Nigeria Tax Bill and (ii) Nigeria Tax Administration Bill. The National Assembly, the PFPTRC and the Presidency should be humble enough to accept corrections and adjustments being suggested on the Bills so that the country could obtain a fair and just tax system that suit the sustainable development aspiration of Nigerians.
Section 77, Part 1, Chapter 3 of the Nigeria Tax Administration Bill 2024 provides that the VAT revenue shall be distributed as follows: 10% to the Federal Government; 55% to the 36 SGs plus FCT; and 35% to the 774 LGs, provided that 60% of the amount to the credit of State Governments and Local Governments shall be distributed among them on the basis of derivation. The Bill is silent about the meaning of derivation. Even in the Nigeria Tax Bill, no interpretation was made about the term Derivation, which encourages many commentators to conclude that the term is as it is being applied presently.The Northern Governors’ Forum and the Northern Traditional Rulers are the first to complain against the new VAT revenue sharing formula, accusing the drafters of the Bills of a great mark of injustice to the states where VAT revenue is being generated, as the consuming states are denied the credit for what have been generated from them and credited to the states where the headquarters of the producing companies reside.
They argue that, since VAT is a Consumption Tax, the principle of generation/consumption is what to be applied in sharing a great percentage of the total collection. Even if it means re-activating Local VAT Offices (LVOs) to clearly ascertain the total VAT generated from each local government and each state of the Federation, the Bill should have provided for allocation of reasonable share of the VAT revenue generated (40% or 50%?) from each local government or each state to the relevant LG or state, while the remaining percentage is to be shared with other states and local governments on the criteria of Population (?) and Equality (?).The VAT rate, which is provided in the Bills to be gradually increasing from 7.5% to 10% in 2025; to 12.5% in 2026; and to 15% in 2030. These systematic and gradual increases in the VAT rates are bound to cause increases in the prices of VATable goods and services as well as non-VATable goods and services, which would definitely decrease the “Purchasing Power” of Nigerians and increase their hardship, hunger and poverty. Increases in prices of goods and services is what is simply called inflation, which is a “ruthless killer” of “purchasing power” of even the rich, not to talk about the poor! When purchasing power is killed, producers and traders of goods and services would scaled down volume of production or close their factories and shops and these actions would result to sacking workers (pushing more people to the labour market and beggars-club), rise in the number of criminals and reduction in tax revenue needed for infrastructural development. If tax reform is about relieving the Nigerian masses of harsh effect of taxes, Value Added Tax should be scrapped or its rate reduced from the present 7.5% down to 2% or 3% and no more. This is what would increase the highly expected “purchasing power” of Nigerians, with which they could be able to patronize goods and services being produced in the economy. When producers and sellers of goods and services are well patronized by the rich and the poor Nigerians, production would be on the increase and prices of high quality goods and services would go down, while employment opportunities would increase.
It is charged on the supply of VAT able goods and services in Nigeria. It also requires Manufacturers, wholesalers, importers and suppliers of VAT able goods and services to get registered within six months of commencement of the business. Such a registered entity is expected to charge and collect VAT on the supplied goods and services. The amount collected constitutes the VAT output. On the other hand, a purchaser of VAT able goods and services is also expected to pay a VAT. The amount paid constitutes the VAT input. The difference between the VAT output and the VAT input represents the amount payable to Federal Inland Revenue Service (FIRS). Thus, VAT is an offshoot of sales tax.
0.     STATEMENT OF THE PROBLEM. 
Value Added Tax (VAT) has been a key pillar of Nigeria’s fiscal policy, contributing significantly to government revenue (FIRS, 2023). However, its implications on the broader economic structure have become a subject of intense debate. While VAT enhances government revenue and reduces reliance on oil exports, it also raises concerns about its impact on inflation, production costs, household consumption, and social welfare (Adebayo, 2023). 
One pressing issue is the regressive nature of VAT, which places a disproportionate burden on low-income households. Since VAT is a consumption tax, individuals and households with lower incomes tend to spend a higher percentage of their income on VAT-inclusive goods and services. This dynamic exacerbates income inequality and heightens the cost of living for vulnerable populations (Okoro, 2022).
Another critical issue is the role of VAT in driving inflation. The 2020 increase in VAT from 5% to 7.5% was met with public outcry due to its immediate impact on prices of essential goods and services (National Bureau of Statistics, 2022). Empirical evidence suggests that VAT increases are often transmitted to consumers through higher prices, thereby increasing inflationary pressures, especially in the food and energy sectors (Eze, 2022).
Additionally, there have been administrative and compliance challenges associated with VAT collection. Many small and medium-sized enterprises (SMEs), particularly those in the informal sector, face difficulties in registering for VAT and adhering to tax remittance schedules (Okafor, 2023). This challenge not only affects the efficiency of VAT collection but also discourages the formalization of informal businesses (Adebayo, 2023).
Recent developments have further highlighted the complexity of VAT’s impact. The Federal Government's push for increased fiscal federalism has sparked debates over VAT collection rights, with some Nigerian states seeking the authority to collect and retain VAT revenue within their jurisdictions (FIRS, 2023). This legal tussle has implications for intergovernmental fiscal relations and the allocation of national revenue (Eze, 2022).
If left unaddressed, these issues could have profound future implications for Nigeria's economy. Higher VAT rates may continue to fuel inflation, erode purchasing power, and widen income inequality (Okoro, 2022). Moreover, disputes over VAT administration could lead to fiscal fragmentation and inconsistencies in tax enforcement across states (FIRS, 2023). Without comprehensive reforms, the VAT system may face growing resistance from the public and undermine its role as a sustainable source of government revenue (Adebayo, 2023).
This research investigates the implications of VAT on Nigeria’s economic structure, focusing on its effects on revenue generation, inflation, production costs, household welfare, and the informal sector. It also examines the potential long-term consequences of current VAT policies and proposes solutions for a more equitable and efficient VAT system (Okafor, 2023).
1.3	RESEARCH QUESTION 
In order to achieve the below objective, the following research questions were bought up:
1. To what extent does VAT revenue influence economic structure?
1. To what extent does VAT rate influence Economic Structure?
1. To what extent does VAT coverage influence the economic structure?
1.4 	OBJECTIVE OF THE STUDY
 The board objective of the study is to examine the implications of Value Added Tax on Economic Structure in Nigeria. However, the following are the specific objective.
1. To find out the relationship between VAT revenue and economic structure.
1. To examine the effect of VAT rate on economic structure.
1. To examine the effect of VAT coverage on economic structure.
1.5 	RESEARCH HYPOTHESES
The following hypotheses were stated in the Null form.
Ho1: There is no significant relationship between VAT revenue on economic structure.
Ho2: There is no any significant effect between VAT rate on economic structure. 
Ho3:  There is no any significant effect between VAT coverage on economic structure
1.6 	SCOPE OF THE STUDY
The study on the “implication of Value Added Tax on Economic Structure in Nigeria” is to examine the effect of VAT on economic growth in Nigeria and to provide a basis for suggesting ways of minimizing the adverse effect, while consolidating on the beneficial aspect. The study will also focus on Nigeria as a whole, considering the national economic structure and VAT implementation across all regions.
It is hoped that the insights to be gained from this research will consequently serve as aid to future policy formulations in order to arrive at a well-articulated and optimally beneficial policy to the economy.
This research is intended not only to fill the gap of academic research in this subject, but also to serve as a basis for further research on VAT.
1.7 	SIGNIFICANCE OF THE STUDY
This study would improve proper understanding on value added tax and also to explain the significant relationship between the value added tax and economic structure of the country and it will also contribute to the knowledge in the economic field. 
Government Authorities: The government will benefit from this study by gaining valuable insights into the efficiency and effectiveness of VAT policies. This findings can assist policymakers in identifying areas for improvement, increasing revenue and addressing issues such as tax evasion and compliance.

Inspiring Future Research: Also, it hope that this study will serve as a foundation for future studies on tax policy and its broader economic implications in Nigeria.
1.8 	LIMITATION OF STUDY
During the course of carrying out this research work, certain inhibiting factors were encountered by the researcher which affected the extent of thoroughness envisaged.
Among these factors are;
Data Reliability: The accuracy of Government record, particularly from agencies like the Federal inland Revenue Service (FIRS) and National Bureau of Statistics, may vary.
Time constraints: The research may be limited by the time available for data collections, analysis, and interpretation.
Resources Limitation: Access to advanced econometric tools might be constrained, potentially limiting the scope of analysis.
1.9 	DEFINITION OF TERMS
Value Added Tax: It is a consumption tax ultimately borne by the end consumer but collected and remitted to the government by business.
Economic Structure: it refers to the way an economy is organized in terms of the relative contribution of its different sectors or industries to production, employment and overall development.
Economic Growth: Refers to the increase in the production of goods and services in an economy over a period of time.
Revenue: Refers to the total income generated by a business, government or organization from its activities, such as the sales of goods or services, taxes or other sources.
                                                            




CHAPTER TWO
LITERATURE REVIEW
2.1 	CONCEPTUAL FRAMEWORK
2.1.1  	Value Added Tax
Value added Tax is on consumption of goods and services made by consumer or persons, government agencies and business organizations but the taxes realized bit based on value added by farmer, manufacturer, wholesalers and retailer until consumer finally consumes the goods or services and pays the whole tax on it.
Tax is a compulsory payment made by all concerned to the government of a country from which essential services are rendered, without necessarily offering an explanation on how the money generated was spent or equating the service with the money collected.
Much has been written on Value Added Tax since its inception in tax administration worldwide. As its conceptual meaning so many authors have written and defined it in one form or another. Tait, Robert and Tuan (2015) defined Value Added Tax as a broad based business tax imposed at each stage of production and distribution process, typically designed to tax final consumption. Okoye and Gbegi (2013) defined Value Added Tax as consumption tax on economic operations including imports except those exempted as par the provision of the decree. Value Added according to him is calculated by deducting from the value of production or services that were used in the process of production or in the delivery of services. It is on this basis that Anyanwu (1993) states that Value Added Tax is not a tax on the total value of goods and services being sold but only on the value added. (The difference between the value of factors, services and materials that the firm purchases as input and the value that the firm adds to it to the last payer) that a firm adds to it by last seller. Barthia (2009) as quoted by Chigbu (2014) defined Value Added Tax as a tax not on total value of goods and services being sold but only on the value added on it by the last seller; therefore the last seller is liable to pay a tax not on its gross value but net value; that is the gross value minus the value of the inputs.
2.1.2 Tax Revenue
Tax revenue is defined as the revenues collected from taxes on income and profits, social security contributions, taxes levied on goods and services, payroll taxes, taxes on the ownership and transfer of property, and other taxes (Sion, 2019; Amahalu, Obi, Okudo & Okafor, 2022). Tax revenue is the income that is gained by governments through taxation. Taxation is the primary source of income for a state. Revenue may be extracted from sources such as individuals, public enterprises, trade, royalties on natural resources and/or foreign aid (Moss, 2016). Total tax revenue as a percentage of GDP indicates the share of a country's output that is collected by the 
government through taxes. It can be regarded as one measure of the degree to which the government controls the economy's resources. The tax burden is measured by taking the total tax revenues received as a percentage of GDP. It gives a detailed report on revenue collected from different items like corporation tax, income tax, customs and excise duties, taxes on nation territories like land revenue, stamp registration etc. Taxes collected from both direct and indirect tax are considered in tax revenue (Brautigam, 2019).
2.1.3 Economic Growth
Economic growth refers to an increase in the value of goods and services produced by a country over a period and can be used to reflect the size of a country. According to Dwivedi (2004), economic growth is a sustained increase in per capita national output or net national product over an extended period. It implies that the increase in total output must be higher than the rate of population growth, thereby resulting in an improvement or increase in the citizens' standard of living. Different proxies are used for measuring economic growth, but the most accepted is Gross Domestic Product (GDP). GDP is the monetary value of goods and services produced in a nation during a particular period by the residents of that nation, irrespective of the nationality of the residents. GDP can be measured at current basic prices (Nominal GDP), constant basic prices (Real GDP), or current market price. The GDP attracts economic researchers in finance and accounting (Peter and Adesina, 2016). GDP can be derived or calculated using the aggregate expenditure approach ag, aggregate income approach, or aggregated output approach.
2.1.4 VAT Coverage
VAT Coverage refers to the extent or range of goods, services, and transactions that are subject to Value Added Tax (VAT) under applicable laws and regulations. It defines the taxable base of a VAT system and plays a crucial role in determining a government’s revenue collection and the compliance obligations of businesses.
VAT coverage typically includes:
1.	Taxable Goods and Services: Items that fall within the scope of VAT at the standard or reduced rates.
2.	Zero-Rated Items: Goods and services taxed at a 0% rate, often including exports or essential products, allowing businesses to claim input VAT refunds.
3.	Exempt Items: Goods and services excluded from VAT, such as education, healthcare, or financial services in many jurisdictions, where VAT is neither charged nor recoverable. The scope of VAT coverage depends on local legislation and reflects economic priorities. A broader VAT coverage ensures a larger taxable base, reducing reliance on higher rates, while narrower coverage, often including exemptions, may align with social policies but create complexity in administration.
2.1.5	Economic Structure
An economic structure refers to the organization and system of economic activities within a country, region, or community. It defines how resources, goods, and services are produced, distributed, and consumed. Economic structures are influenced by factors like geography, resources, culture, and policy decisions. 
2.2	THEORETICAL REVIEW
2.2.1	Benefit Received Theory 
This theory was developed by Knut-Wicksell in 1896 and refined by Erik-Lindahl in 1919, which was subsequently restated by PaulSamuelson (Richard and Peggy, 1973; Bernd, 2000). The theory maintains that there exists an exchange or contractual relationship between taxpayers (citizenry) and the state (government), such that the government make provision for essential public goods and services like adequate security, essential infrastructure (such as good road networks, stable power supply and portable water supply, among others), health care facilities, construction and rehabilitation of public schools and a host of others for the overall well-being of citizenry and economy; In contrast, citizenry, in turn, makes payment of tax on the taxable activities and assets to the government to enable the government meets up with its financially social obligations of providing essential public goods and services to the citizenry (Bernd, 2000). However, the inability of either party (citizen or government) to discharge its obligation to pay tax or provide public goods/services would affect the other party's ability to fulfill its obligation. Therefore, in this quid pro quo setup relationship, tax revenue is a means of earning earnings for the government to pursue its growth and development goals of the economy. Furthermore, this International Journal of Innovation Scientific Research and Review, Vol. 06, Issue 06, pp.6508-6515 June 2024 6510 theory bears the possible use of the tax policy for bringing about desired growth and stabilisation (control of externalities from hampering the natural environment) of an economy.
 2.2.2 Laffer Curve Theory.
 Professor Arthur Laffer proposed the Laffer curve theory in 1974 which explicates the theoretical relationship between the tax rate and government revenue derived from taxation. The Laffer curve  simply demonstrates the idea that a change in tax rate will have an effect on tax revenue in two different ways which are the Arithmetic Effect and the Economic Effect (Laffer, Citation2004). The Arithmetic Effect states that a depletion in tax rate will bring about a cutback in tax revenue (per currency of the tax base) proportionate to the reduction in tax rate, and vice versa. The Economic Effect, on the other hand, recognizes that a lower tax rate will have a favorable influence on work, output, employment, and, as a result, the tax base, by helping to grow activities through incentives. The Arithmetic Effect is the polar opposite of the Economic Effect. As a result, when the Economic and Arithmetic Effects of tax rate transposes are combined, the impact of a change in tax rates on total tax collection is less apparent.Subsequently, increased taxes will pose a large burden on economic growth of any nation. The heavy tax burden makes consumers spend more money and thereby leading to a decrease in demand which makes, in the long term, the reduction in the tax base balance off the rapid increase in tax revenue. 
2.3.	The Benefit Theory
This theory holds that the individuals should be taxed in proportion to the benefits they receive from the government in public services and that taxes should be paid by those people who receive direct benefit of the government programs and project  out the taxes paid. It was developed in the seventeenth century by English philosophers Thomas Hobbes (1588-1629) and John Locke (1632-1704), and Dutch Jurist Hugo Grotus (1583-1645)This theory has been subjected to serve criticism on the following grounds theory. If the state maintains a certain connection between the benefits conferred and the benefit derived, it will be made to the public provision of general benefit. There is no direct substitution in the case of a tax. Secondly, most of the expenditure incurred by the state is for the general benefit of its citizen, it is not possible to estimate the benefit employed by a particular individual every year, thirdly, if we apply this theory in practice, then the poor will have to pay the heaviest taxes, because they benefit more from the services of the state. This is against the principle of justice (Saleemi, 2005).
Pay higher rate of taxes. It was suggested by J.S. Mill and some other classical economists order to satisfy the role of justice in taxation (Musgrave, 1989). These economists were of the opinion that if taxes are levied in proportion to the homes of the individual, it will extract equal sacrifice.
Thus, equal sacrifice can be measured as (i) each tax payers surrenders the same absolute degree of utility that she obtained from his/her income, or (ii) each sacrifice the same proportion of utility for the last unit of incomes respectively. The modern economists, however, differ with this view. They assert that when income increases, the marginal  utility of income decreases. The equality of sacrifice can only be achieved if the persons with high income are taxed at higher rates and those with low income at lower rates they favour progressive system of taxation in  all modern tax system.
2.3	EMPIRICAL REVIEW 
Odu (2022) evaluated the effect of Value-added Tax on revenue generation and economic growth in Nigeria for the period 1994-2018 as well as the trend of VAT in the period under investigation. Timeseries data were employed using regression analydsis. The findings of the study showed that VAT has a significant effect on total tax revenue with a two-year lag and it increasingly explains changes in total tax revenue with time. It also revealed that VAT has a significant and negative effect on GDP with a oneyear lag. The trend in VAT has a positive coefficient, indicating that VAT increases with time. Cole et al. (2021) investigated the nexus between Value Added Tax and economic growth in Nigeria from 2004 - 2018 using secondary data analysed with the aid of regression analysis. The findings of the study showed a significant positive relationship between VAT and economic growth in Nigeria. Olarotimi and Alor (2021) explored the dynamic impact of Vat on economic growth in Nigeria using Augmented Dicky Fuller (ADF) unit root test and dynamic OLS to analyse data from 1994-2019. The result revealed a significant positive relationship between VAT and economic growth
Ordu and Omesi (2022), used an ex-post-facto design to examine the relationship between Value Added Tax income and Revenue Allocation in Nigeria from 2000 to 2020. According to their study's findings, VAT has a positive and substantial association with Federal allocations in Nigeria, as well as positive and significant relationships with State allocations and Local government allocations in Nigeria. 
Ayoka et al., (2021) examined the effect of federal government revenue and expenditure on Nigeria's economic growth from 1983 to 2018. The investigation embraced an ex-post facto research design to produce test results via the Bounds test, ARDL short/long run estimates, and forecasts. The full-scale economic factors used in the study include the Real Gross domestic product (a proxy for economic growth), the federal government retained revenue, non-oil revenue, capital expenditure and recurrent expenditure. The study chose to be different in this study, with a conscious omission of oil revenue as a variable. The research findings showed that the federal government's retained revenue, non-oil revenue, and recurrent expenditure were statistically significant in explaining the relationship with economic growth in the short run, and capital expenditure was not at the 5% Alpha level. The federal government's retained revenue was also statistically significant in the long run. Based on these findings, it was concluded that the influential growth variables are federal government retained revenue, non-oil revenue and recurrent expenditure. The study thus recommends that the government be tactful in its efforts to synchronise fiscal policy.
Uket et al, (2020) analysed the effects of taxation on development in Nigeria, using time series data from 1994-2018. Taxation was measured using petroleum profit tax, value added tax and company income tax; whereas GDP was used as proxy for development. The OLS method was engaged to analyse the data. The results obtained showed that all the three measures of taxation had positive impacts on GDP in Nigeria, but while value added tax and company income tax exerted significant impact, petroleum profit tax did not significantly improve GDP. The study by Adeusi et al (2020) which reviewed the impact of tax on economic growth for the same period 1994 to 2018 appears to be in tandem with the above result. However, custom duties as an additional tax component was reported to assert significant impact on economic growth in Nigeria.
In another study by Uzoamaka and Osaretin (2020) which focused on the impact of taxation on the growth of the Nigerian economy between 1996 and 2019 revealed through the ARDL results that PPT and custom and Excise duties have significant positive impact while CIT and VAT have negative impact on the growth of the economy via various sectors of the economy. In a recent study by Ayeni and Cordelia (2023) which used data from 2000 to 2021, the result of VECM shows that PPT and VAT have significant positive effect on GDP while CIT has significant negative effect on GDP. It is pertinent to show at this juncture to report the finding of Etim et al (2021) which discovered that indirect tax has greater detrimental effect on economic growth than direct tax. This throw up indirect tax as an area to focus tax reform policy with a view to make it contribute its quota to economic growth in Nigeria. The conclusion that could be derived from the above review is that tax components could be used as a catalyst to grow the Nigerian economy
According to Onoja and Stephen (2020), the connection between tax revenue and economic growth in Nigeria. The analysis found that while Value Added Tax and Companies Income Tax (non-oil Tax Revenue) have significant relationships with Nigeria Economic Growth, Petroleum Profit Tax (oil tax revenue) has a favorable but not significant link with Nigeria Economic Growth.
In another study by Uzoamaka and Osaretin (2020) which focused on the impact of taxation on the growth of the Nigerian economy between 1996 and 2019 revealed through the ARDL results that PPT and custom and Excise duties have significant positive impact while CIT and VAT have negative impact on the growth of the economy via various sectors of the economy. In a recent study by Ayeni and Cordelia (2023) which used data from 2000 to 2021, the result of VECM shows that PPT and VAT have significant positive effect on GDP while CIT has significant negative effect on GDP. It is pertinent to show at this juncture to report the finding of Etim et al (2021) which discovered that indirect tax has greater detrimental effect on economic growth than direct tax. This throw up indirect tax as an area to focus tax reform policy with a view to make it contribute its quota to economic growth in Nigeria. The conclusion that could be derived from the above review is that tax components could be used as a catalyst to grow the Nigerian economy.
Ogwuru and Agbaraevoh (2017) investigated the impact of VAT on economic growth and development in Nigeria. In the study economic growth was proxy by GDP while economic development was proxy by HDI. The first model which had GDP as a proxy for economic growth showed that VAT had a positive and significant relationship with economic growth while the second model which had HDI as a proxy for economic development revealed that VAT has a negative and significant relationship with economic development proxy by HDI. This negative relationship could be due to non-utilisation of the tax revenue from VAT on social service like education and health facilities.
Nasiru and Abdullahi (2016) investigated the impact of value-added tax on the economic growth in Nigeria data from the study were gathered from the Central Bank of Nigeria statistical bulletin, Nigeria Bureau of Statistics and Federal Inland Revenue Service for the year 1994 to 2014 these data were analysed using Johansen cointegration test. The findings from this test revealed that VAT has a positive and significant long-run relationship with GDP.
Otu and Theophilus (2013) examined the effect of tax revenue on economic growth in Nigeria, utilizing time series data for the period spanning from 1970 to 2011. The study adopted the Ordinary Least Square (OLS) regression technique and established that tax revenue has positive effect on economic growth in Nigeria. The result shows that domestic investment, labour force and foreign direct investment have positive and significant effect on economic.
Umoru and Anniwe (2013) examined the effect of tax structure on Nigeria’s economic growth. The researchers employed co – integration and error correction methods of empirical estimation to analyse their data. They came out with the conclusion that direct taxation is significantly and positively corrected with economic growth, while indirect taxation had significant negative impact on economic growth. On the basis of the empirical analysis, the study concluded that petroleum profit tax is one of the most important direct taxes in Nigeria that affects the economic growth of the country and should therefore be properly managed to reduce the level of evasion by petroleum exploration companies in Nigeria. The study recommended among others that companies involved in petroleum operations should be properly supervised by the relevant tax authority (FIRS) to reduce the level of tax evasion; government should show more accountability in the management of tax revenue and finally, the level of corruption in Nigeria and that of government officials should be drastically reduced to win the confidence of tax payers for voluntary tax compliance, thereby increasing government tax revenue.  
Okoye and Gbegi (2013),evaluate the effective of value added tax in Nigeria economy, They make use of secondary data that were generated from federal inland revenue service to analysis data collected. Therefore from their findings they reveal that value added tax is the bedrock of wealth creation in Nigeria as well as economic development as it contributes significantly to the gross national product (GNP).
Unegbu and Irefin (2011) review and analysis the impact of VAT administration in selected state in Nigeria. The method that is used is from both primary and secondary sources. From their findings they concluded that value added tax has minimum implication level on the economic and human development of Adamawa state from 2001 to 2009.
Eneje (2011), assess the impact of valued added tax (VAT) on economy growth in Nigeria. Data were obtained from central bank of Nigeria (CBN)statistical bulletin within the period of 1981-2009.he perform a data analysis with the used of chi-square.it findings reveals that VAT has a significance implication on Nigeria economy growth it also shows a positive  implication on gross nation product(GNP)
Basila (2010) carried out an investigation on the relationship between VAT and GNP in Nigeria. He made used of data based on VAT revenue figure and GNP figure from 1994 to 2008 obtained from central bank of Nigeria (CBN) statistical bulletin from his findings he concluded that there is a strong positive correction between VAT revenue and gross national product (GNP) as regards to the test of significance studies.
Some of the researchers has positive effect of VAT on economic structure while some has negative effect which the result of other researchers shows that there's negative effect between VAT and economic structure. 
From this, there should be more research on the planned increment of VAT and its implication on the economic structure.













CHAPTER THREE
METHODOLOGY
3.1	PREAMBLE
This chapter also aims at investigating the method that will be used to determine the appropriate measurement of the cashless policy in the economy and its implication towards the real per capital growth at that economy, it invariably serves as a prelude to chapter four where the data is presented and were analysed.
3.2 RESEACH DESIGN
The method to be used for this research work is the ordinary lest square(OLS) method this is because OLS has the best linear unbiased estimation (BLUE). An estimated b is Blue; it is linear unbiased and has the smallest variance as compared with all other linear unbiased estimators of the true b (KOUTSOVIAN’S 2003). Another reason for the use of OLS is fairly simple as compared with other economic techniques and the data requirements are not excessive again, it is also an essential component of most other economic techniques.
3.3	POPULATION OF THE STUDY
The population of this study consists of tax officials in federal revenue service (IFRS) in Ilorin kwara state which their total population is eighty in numbers (80).
3.4	SAMPLE SIZE AND SAMPLE TECHNIQUES
The sampling method used to gather necessary information for this research work was random sampling method. This study uses Taro yamane formula to arrive at its sample size which is 67.
3.5	SOURCES OF DATA
The data used in this analysis are secondary data obtained from both the National Bureau of Statistics (NBS) bulletin and Federal Inland Revenue Services (FIRS) statistical bulletin.
3.6    RESEARCH INSTRUMENTS
Information was gathered through secondary source of data collection. The secondary sources were from textbooks, Annual reports, journals and write up of some scholars. 
3.7	MODEL SPECIFICATIONS 
This is the mathematical relationships that exist between the dependant and the independent variables and the model for the parameters of the function.
This model is specifically based on the following functional relationship which can be simplicity stated as follows;
GDP = F(VAT, UNE, IFL, GED)
VAT = Value Added Tax
UNE = Unemployment
IFL = Inflation Price
GED = Government Expenditure 
BO = Constant
B1, B2, B3, B4, = Parameters to be estimated
ET = The Error Team

CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1	INTRODUCTION
This section presents data collected from the Statistical Bulletin of the Central Bank of Nigeria (CBN) and other sources for the study period. Linear regression technique was used to analyse the data with the aid of the Statistical Package for Social Sciences (SPSS version 25). The study made use of three dependable variables (Gross Domestic Product- GDP, Total Federal Government Revenue- TR and Total (Federal Government) Expenditure- TE) and one independent variable (Value Added Tax- VAT).
4.2	DATA PRESENTATION AND ANALYSIS
This section presents and analyses the data collected from the Statistical Bulletin of the CBN and from other sources for twenty years. The data were analysed using Statistical Package for Social Sciences (SPSS, version 25). Linear regression using ordinary least squares (OLS) method was applied to produce the results of the study. OLS was used to minimize errors between points on the line and the actual observed points of the regression line by giving it the best fit. The validity test was carried out to check the robustness of the regression results obtained in the study. The following tools were used to carry out the tests: Variance Inflationary Factor (VIF): Table 3-5 reveal the VIF of less than 2 obtained from the regression analysis. Berenson and Levine, 1999 opined that this technique ensures that the independent variables are not so correlated to the point of distorting the results and assists in filtering out those ones that are likely to impede the robustness of the model; Durbin Watson (DW) Statistic: tables 4-6 present the result of this statistic which ensures that the residuals of the preceding and succeeding sets of data do not affect each other to cause the problem of autocorrelation. The result of the DW statistic which is less than 2 shows absence of autocorrelation.
Descriptive Statistics
The descriptive statistics of all the variables used in this study are presented below:
Table 1
Descriptive Statistics
	
	Mean
	Std, Deviation
	N

	TR
	7809371.534
	2665398.146
	20

	TE
	7384873.754
	6860759.032
	20

	GDP
	840433.322.5
	567209.9193
	20

	VAT
	827645.1578
	625926.104
	20


Source: SPSS version 25 outputs.
Table 1 reports the summary of all the variables (TR, TE, GDP and VAT) for 10 years. The result from the table above shows a high mean and standard deviation for all the variables. TR has a mean of
₦7,809,371.534 with a fluctuation of ₦2,665,398.146; TE has a mean of ₦7,384,873.754 with a fluctuation of ₦6,860,759.032; GDP has a mean of ₦840,433.322 and a standard deviation of ₦567,209.919 and VAT has a mean of ₦827,645.158 with a fluctuation of ₦625,926.104.
Correlation
This section presents the analyses of the correlation statistics.
Table 2
	
	TR
	VAT
	TE
	VAT
	GDP
	VAT

	Pearson Correlation
	1.000
	.821
	1.000
	.958
	1.000
	.902

	Sig. (1-tailed)
	.001
	.001
	.000
	.000
	.000
	.000

	N
	20
	20
	20
	20
	20
	20


 Correlation Statistics
Source: SPSS version 25 outputs
The correlation coefficients presented in table 2 shows positive associations between the variables under investigation. The correlation coefficients show that the variables are strongly related and the correlation among the variables are not so high and as a result, there is no autocorrelation problem.
Regression results and test of hypotheses
This section presents the summary of results of the three models as well as the test of the 3 hypotheses earlier stated.
Table 3
Simple Regression analysis between VAT and Total (Federal Government) Revenue (TR)
Dependent Variable: TR Number of Observations: 20
	Variable
	Coefficient
	Std. Error
	t-statistics
	Probability

	C
TR
	3.556
0.400
	0.877
0.006
	4.056
6.100
	0.001
0.000

	R
	0.821
	
	
	

	R-Squared
	0.674
	
	
	

	Adjusted R-Squared
	0.656
	
	
	

	S.E. of Regression
	0.233
	
	
	

	F-Statistics
	37.22
	
	
	

	Prob. (F-Statistic)
	0.000
	
	
	

	Durbin Watson
	1.961
	
	
	

	VIF
	1.000
	
	
	


Source: SPSS version 25 outputs
Table 3 shows that there is a strong relationship of 82.1% between value added tax (VAT) and Total (Federal Government) Revenue (TR). The r-squared was 0.674, this is the coefficient of determination showing that 67.4% of value added tax accounts for variations in Total (Federal Government) Revenue for the period under review. The R² and the Adjusted R² shows a difference of 1.8%. This implies that if the entire population is studied, the result will deviate from the population by only 1.8%. The probability of the slope coefficient indicates that: P (x1= 0.000<0.05), this indicates that VAT is positively related to TR. The Durbin Watson of 1.961 is close to the benchmark of 2.0 which is an indication of the absence of
autocorrelation. The relationship between the variable of interest (value-added tax) and TR is positive, with a coefficient of 0.400 and t-Statistic of 6.100, which shows that a significant relationship exists between the dependent and the explanatory variables. The results showed that value-added tax has a positive effect on the total (Federal Government) revenue in Nigeria, thus the null hypothesis was rejected while the alternate hypothesis accepted, leading to the conclusion that there is a significant relationship between Value Added Tax and Total (Federal Government) Revenue.
Table 4
Simple Regression analysis between VAT and Total (Federal Government) Expenditure (TE)
	Variable
	Coefficient
	Std. Error
	t-statistics
	Probability

	C
TR
	-130.310
0.11
	0760.375
0.001
	-1.719
14.201
	0.103
0.000

	R
	0.958
	
	
	

	R-Squared
	0.918
	
	
	

	Adjusted R-Squared
	0.914
	
	
	

	S.E. of Regression
	201.674
	
	
	

	F-Statistics
	201.68
	
	
	

	Prob (F-Statistic)
	0.000
	
	
	

	Durbin Watson
	1.753
	
	
	

	VIF
	1.000
	
	
	


 Number of Observations: 20
Source: SPSS version 25 outputs.
Table 4 shows that there is a very strong relationship of 95.8% between value added tax (VAT) and Total (Federal Government) Expenditure (TE). The r-square shows that value added tax accounts for 91.8% variations in Total (Federal Government) Expenditure for the period under review. The R² and the Adjusted R² shows a difference of 0.4%. This implies that if the entire population is studied, the result will deviate from the population by only 0.4%. The probability of the slope coefficient indicates that P (x1= 0.000<0.05), this shows that value added tax have impacted positively on total (Federal Government) expenditure. The Durbin Watson of 1.753 is close to the target of 2.0 which is an indication of the absence of auto correlation. The relationship between value added tax and total (Federal Government) expenditure is positive with a coefficient of 0.11 and t-statistics of 14.201 which showed a significant relationship between VAT and TE. The result showed that VAT has a positive effect on TE in Nigeria, thus, the null hypothesis was rejected while the alternate hypothesis was accepted, leading to the conclusion that there is a significant relationship between VAT and TE.
Table 5
Simple Regression analysis between VAT and gross domestic product (GDP).
Number of Observations: 20
	Variable
	Coefficient
	Std. Error
	t-statistics
	Probability

	C
TR
	2.449
0.653
	0.983
0.007
	2.491
8.874
	0.023
0.000

	R
	0.902
	
	
	

	R-Squared
	0.814
	
	
	

	Adjusted R-Squared
	0.804
	
	
	

	S.E. of Regression
	0.262
	
	
	

	F-Statistics
	78.743
	
	
	

	Prob (F-Statistic)
	0.000
	
	
	

	Durbin Watson
	1.533
	
	
	

	VIF
	1.000
	
	
	


Source: SPSS version 25 outputs.
Table 5 shows that there is a very strong relationship of 90.2% between value added tax (VAT) and gross domestic product (GDP). It also shows that value added tax accounts for 81.4% variations in gross domestic product for the period under review. The R² and the Adjusted R² shows a difference of 1%. This implies that if the entire population is studied, the result will deviate from the population by only 1%.
The probability of the slope coefficient indicates that P (x1= 0.000<0.05), this shows that value added tax have a positive effect on gross domestic product. The Durbin Watson of 1.533 is close to the target of 2.0n which is an indication of the absence of auto correlation. The relationship between value added tax and total and gross domestic product is positive with a coefficient of 0.653 and t-statistics of 8.874 which showed a significant relationship between VAT and GDP. The result showed that VAT has a positive effect on GDP in Nigeria, thus, the null hypothesis was rejected while the alternate hypothesis was accepted, leading to the conclusion that there is a significant relationship between VAT and GDP.
4.3		DISCUSSION OF FINDINGS
From the descriptive statistics of all the variables used in the regression, TR has a mean of ₦7,809,371.534 with a fluctuation of ₦2,665,398; TE has a mean of ₦7,384,873.754 with a fluctuation of ₦6,860,759.032; GDP has a mean of ₦840,433.323 and a standard deviation of ₦567,209.919 and VAT has a mean of
₦827,645.158 with a fluctuation of ₦625,926.104. This deviation shows the variability of the variables from each other. The result also reveals that TE has the highest deviation while GDP has the lowest deviation.
The model summaries of the variables showed that total (federal Government) revenue, total (Federal Government) expenditure and gross domestic product are significantly related to value added tax all at 5% significant level. The results of this study align with the works obtained and reported by other researchers such as Adereti et al. (2021); Odu (2022); Olatunji (2019, 2023); Emmanuel (2023); Usman and Adejare (2021); Owolabi and Okwu (2021) who report that value added tax has positively and significantly contributed to the economic growth and development of Nigeria, there are a few dissenting voices ( Cole et al., 2021; Okoyeuzu, 2022; Fasoranti, 2023; Basila, 2020) who report that VAT has not lived to expectation and therefore has not justified the purpose for its introduction. One finding of this study that has not been reported by any researcher in the previous works reviewed is that a very high relationship exists between value added tax and total government expenditure. The implication of this finding is that if government can dedicate a certain percentage of VAT revenue to financing specific expenditures, the effect would easily be felt by the citizenry.













CHAPTER FIVE
SUMMARY, RECOMMENDATION AND CONCLUSION
5.1 	SUMMARY
In the earlier chapter, the researcher traced the historical development of value added tax (VAT) and its administrative structure in Nigeria. Emphasis was given to VAT registration procedures and the impact of VAT in Nigeria. The basis of these reviews is Annual report.
Base on the study, data were collected from records, annual reports, textbooks and journals related to the topic of study. 
5.2 	CONCLUSION 
Having critically examined the research question, tested the hypothesis and the research finding the following conclusion was made based on the information gathered.
Vat has actually improved the economic development of the country with much implication on the revenue generation of Nigeria.
Payment of VAT has improved the prospects of business organization and industries in the Nigeria to an extent, which we are all business today for instance; There has been an improvement in power supply recently.
These has been a lot of motivation to VAT staff to increase their efficiency, this could be seen form their special salary structure different form other government ministry or parastatal like them that is the Federal Inland Revenue Service (FIRS).
5.3 	RECOMMENDATIONS 
On the basic of the finding that have been established from the data analysis and the conclusion form the study. The following recommendation was made.
The government should adequately make provision for retrieving the process of VAT form companies are other agents of collection. Form the above, it is expected that in a give tax system such as VAT an effective tax administration would yield maximum revenue with a minimum cost.
This however depends on the quality of the machines for tax administration which includes manpower devoted to tax collection and assessment the equipment and VAT decree. When the people come to understand VAT better and it’s benefit, the economic compliance would be greater and therefore compliance cost would be smaller on the other hand, When the voluntary compliance is great, the VAT administration would be easier and giving the tax structures, the greater revenue yield.
Seminars and workshops for organized on this issued are narrow in it’s scope and design. There should be function VAT offices in every council area to co-ordinate a vigorous campaign to educate people and seek their cooperation this will no doubt erode the negative attitude that some of the  consumers have developed towards VAT.
VAT has a good chance of working in Nigeria. If it receives the cooperation of tax collectors, if however, people continue to evade tax colluding with tax collectors as witnessed on sales tax ,meaningful achievement would be made.
Again enforcement of penalties and addition returns assessment provision could go a long way in enhancing VAT  collection.
Fast disposition of tax cases will help administration machinery.
A good tax system most ensure that tax law which include VAT law must satisfy the basic principles of taxation.
The list of VAT exemption should be clearly defined in simple language. This should be properly articulated to ensure those goods that are vatable and those goods that must be exempted.
Finally, despite the positive side of the introduction of VAT, there are still the views of the opposition which to an extent portrays in a negative form or perspectives.
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