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CHAPTER ONE 
INTRODUCTION 
1.1 BACKGROUND OF THE STUDY 
Before the commercial discovery of crude oil in the late 1950s, Nigeria had a diverse economy based primarily on solid minerals and agriculture. The country was a significant exporter of agricultural goods, including rubber, groundnuts, cocoa, and palm oil. At the same time, the West was known for its cocoa plantations, and areas like the North prospered on groundnut pyramids. The nation's GDP benefited greatly from this agricultural foundation, which also supported regional businesses and created many job possibilities. The mining industry was also vital to the pre-oil economy with minerals like coal, tin, and columbite. With reduced reliance on a single commodity and a more equitable distribution of income among regions, this era demonstrated a balanced economic structure. 
A significant turning point in Nigeria's economic history was the 1956 discovery of oil in Oloibiri, Bayelsa State. Nigeria became a significant player in the world oil market during the 1960s and 1970s due to a spike in oil production and income. Massive infrastructure development, including the construction of roads, bridges, and public institutions, was spurred by this sudden wealth. The government spent more on social services including healthcare and education as a result of the oil boom. But this time frame also planted the seeds for Nigeria's current economic problems. Other industries, especially agriculture, were neglected as a result of the over-reliance on oil money. The 'Dutch Disease' issue began when the influx of petrodollars made the Naira stronger, which reduced the competitiveness of non-oil exports and caused a drop in the agricultural sector. 
Commercial oil production brought with it the necessity of a strong fiscal structure. Nigeria's first official system for collecting oil earnings was established in 1959 with the enactment of the Petroleum Profit Tax Ordinance. To guarantee that the country profited from its natural resources, this law sought to collect a portion of the economic rent produced by oil extraction. The primary goal of petroleum taxation is to guarantee a just portion of the wealth generated by the extraction of petroleum resources and provide adequate incentives and the best possible economic recovery of the hydrocarbon resources The Petroleum Profit Tax applies to upstream operations in the oil industry and focuses primarily on, and its main focus relates to prospecting and exploration leases, royalties, rents, margins, and profit-sharing components related to elements associated with oil mining. The fundamental objective of petroleum taxation is to ensure a fair share of wealth accruing from the extraction of the petroleum resource, while also providing sufficient incentives to encourage investment and optimal economic recovery of the hydrocarbon tax. Iriabiji et al. (2022). claimed that in addition to raising money through petroleum profit taxes, it serves as a tool for policing those involved in the petroleum sector. This means that the Nigerian government is in charge of deciding how much tax to levy on the nation's oil corporations' profits. Given that Nigeria's oil industry is thought to be the backbone of the country's economy, petroleum profit tax is one of the country's largest taxes in terms of its percentage of total income, accounting for 95% of foreign exchange earnings and 70% of government revenue, respectively. 
Subsequently, Several changes were made in the early years to improve the PPT's operational specifics and solve new issues. These changes frequently entailed adjusting the tax rate to strike a compromise between the need to encourage exploration and production and the generation of income. However, the use of "posted prices" as the foundation for tax assessment in 1967 marked a more substantial change. Concerns about international oil companies manipulating transfer pricing prompted this reform. To prevent underreporting of earnings and guarantee a more equitable distribution of money, the government used reference prices that were determined by the companies themselves and were subject to government inspection. Mohamed (2021). If the money collected from the petroleum profit tax is used to fund sustainable projects, it will boost the economy's growth and future economic independence. However, the economy's ability to thrive will be hampered if tax revenue is mismanaged or utilized for ineffective objectives. 
Ogbonna and Appah (2012). According to the Petroleum Profit Tax Act of 2004, as modified, the government taxes the profits or gains of businesses involved in oil exploration and production. Nigerian oil and gas firms have not fulfilled their obligations to support the country's economic growth and, in particular, the goals of the Niger Delta regions. The government and oil firms have been transferring blame back and forth. The government demands that oil companies fulfill their corporate social responsibilities to their host communities, which fosters an environment that allows them to operate, even though the companies claim that they pay 85% of the petroleum profit tax, which is intended to be used to develop the nation and the Niger Delta in particular. Multinational corporations take a significant amount of value out of the Nigerian economy without giving back in the form of economic growth. Even though they claim to have made good profits from their operations in Nigeria, they typically avoid paying taxes. Muhammed et al. (2019) The industry has contributed significantly to Nigeria's economic development over the past few decades, both in terms of foreign exchange revenues and the creation of domestic income. The inability of successive governments to efficiently use oil revenue and excess crude oil revenues in the growth of other economic sectors has been linked to Nigeria's economic issues. All things considered, national institutions including those related to energy, power, roads, transportation, politics, financial systems, and the investment climate have performed poorly and inefficiently. 
As a result of these difficulties, the Petroleum Industry Act (PIA) was passed in 2021. Nigeria's petroleum fiscal framework was radically reorganized by this law, which substituted a dual tax system for the PPT. The two main elements of this new dual tax system are the Companies Income Tax (CIT) and the Hydrocarbon Tax (HT). Like a royalty, the HT is a tax imposed on the amount of hydrocarbons produced. The type of hydrocarbon (natural gas or crude oil) and the field's location (onshore or offshore) are two examples of the variables that affect its rate. This production-based tax is intended to be straightforward, uncomplicated, and less manipulable. On the other hand, all businesses doing business in Nigeria, including those in the oil and gas industry, are subject to the CIT, a general corporate income tax. 
This move to a dual tax structure has several justifications. Initially, it streamlines the fiscal regime, which facilitates understanding and adherence to tax regulations for both the government and oil firms. The likelihood of disagreements and legal action is decreased by this more transparency. Second, the government expects the combined impact of the HT and CIT to result in higher revenue generation. Thirdly, more exploration and production efforts are encouraged by the new fiscal regime's increased competitiveness and investor appeal. 
In Addition, the dual tax structure brings Nigeria closer to global petroleum taxation best practices. The PIA covers additional financial facets of the oil and gas sector in addition to the HT and CIT. These include clauses about royalties payments provided to the government for the right to extract gas and oil rentals payments for leasing gas and oil acreage and bonuses upfront payments made by oil firms in exchange for permits. Together with the new tax structure, these clauses seek to establish a thorough and equitable fiscal framework. 
Nigeria's oil and gas industry as well as the overall economy are anticipated to be significantly impacted by the PIA. It is expected that a more stable and predictable fiscal framework will draw more investment, which will boost production, exploration, and job creation. The anticipated rise in government revenue will provide the government with more money to spend on healthcare education, infrastructure, and other vital services. It is anticipated that the increased accountability and transparency measures will lessen corruption and promote sector governance. In addition, the PIA's emphasis on host community development aims to raise the standard of living in areas where oil and gas operations have a direct impact, promoting a more inclusive and equitable development paradigm. Lastly, it is anticipated that the emphasis on domestic gas use will spur the expansion of the gas industry, enhancing Nigeria's economic diversification and energy security. 
1.2 STATEMENT OF THE PROBLEM 
Nigeria's economy is seriously in jeopardy due to its overreliance on oil earnings. Since more than 80% of the nation's export revenue comes from crude oil, the economy is extremely susceptible to changes in the price of oil globally. Economic recessions and fiscal crises have resulted from periodic drops in oil prices, underscoring the critical necessity for economic diversification. Progress has been sluggish despite repeated requests to invest in non-oil industries like manufacturing, technology, and agriculture. Despite being the main source of the Nigerian economy, the oil industry faces many obstacles that have severely limited its expansion and advancement. The constant issues of pipeline vandalism and oil theft, which cause significant amounts of crude oil to be lost every day, are among the most important problems. This worsens environmental degradation in the oil-producing regions in addition to lowering government revenue. Nigeria's economy is extremely vulnerable to changes in the price of crude oil due to its over-reliance on this source of income. Fiscal crises have been brought on by periodic drops in oil prices, underscoring the necessity of economic diversification. The inefficiency of Nigeria's refineries, which makes the nation mostly dependent on imported refined petroleum products, exacerbates this problem. Periodic fuel shortages, financial strain, and growing public dissatisfaction have all resulted from this reliance. The issue is made worse by militancy and insecurity in the Niger Delta. Armed organizations frequently halt oil production to demand more control over resources or compensation for environmental harm. As a result, the investment climate is now fragile and hinders the sector's expansion. 
Furthermore, the sector's contribution to national growth has been limited as a result of corruption and poor management, which have entrenched inefficiencies in the industry. Funds and resources are frequently misallocated and embezzled. This is a problem that requires the government’s attention to guarantee that Nigeria's oil riches support fair growth, environmental protection, and economic stability. 


1.3 RESEARCH QUESTIONS 
From the background of the study and the framing of the problem above, the study seeks to address the following questions: 
i. Does any correlation exist between millitancy and insecurity disruption and Nigeria economy?
ii. Does a causal relationship exist between inefficient refinery and  economy development?
iii. Does a correlation exist between corruption and mismanagement in Nigeria Economy?
1.4 OBJECTIVES OF THE STUDY 
As the previous section above suggests, the main goal of this study is to look into how the tax on the petroleum industry affects Nigeria's economic development. But to accomplish this, it is crucial to fully investigate relevant elements of this subject. Therefore, the specific objectives of this study are to; 
i. To examine how militancy and insecurity disruption affects Nigeria Economy
ii. To determine how inefficient refineries affect affects the economy development 
iii. To investigate how corruption and mismanagement affect Nigeria economy
1.5 RESEARCH HYPOTHESIS  
Given the research questions above, the following hypotheses are formulated: 
Ho.There is a correlation between millitancy and insecurity disruption and Nigeria economic. 
Ho2. There is a casual relationship between inefficient refineries and economy development 
Ho3. There is a correlation between corruption and mismanagement in Nigeria economy
1.6 SCOPE OF THE STUDY 
The study examined the impact of petroleum industry tax on the economic development in Nigeria over 30 years from 1994-2023 which in total gives 30 observations for each variable using a time series data for the two variables. This period was selected to guarantee the robustness of the time series for a typical econometric model and to account for restrictions in data availability. In assessing this development, attention would be placed on gross domestic product (GDP), inflation rate, and life expectancy as they are good factors that are used to measure economic development in a country, using secondary data such as the Central Bank of Nigeria, National Bureau of statistic and Federal inland revenue service database. 
1.7 SIGNIFICANCE OF THE STUDY 
Nigeria's economy is based on the petroleum sector, which contributes significantly to national income, foreign exchange profits, and government revenue. In this field, taxes have a significant impact on the rate and course of the nation's economic growth. The importance of this study resides in its capacity to investigate the effects of petroleum sector taxes on Nigeria's economic development and offer perspectives that may aid in the development of policies aimed at achieving equitable and sustainable growth. Its contribution to the creation of policies is one of the main areas of significance. Regarding the effectiveness of the current petroleum tax system and its capacity to maximize government revenue, the report offers insightful data and analysis. Because Nigeria depends on the petroleum industry, efficient tax collection is crucial to funding public spending on things like healthcare, education, and infrastructure development. Through the identification of inefficiencies in the tax system or gaps in revenue collection, the study can provide policymakers with practical suggestions for creating tax laws that optimize government revenue while preserving an atmosphere that is favorable for foreign and domestic investment in the petroleum sectors and by extension bringing about greater economic development. 
1.8 LIMITATION OF STUDY 
In carrying out research of this nature, it’s not uncommon to encounter several constraints in the course of completing the study. Some of the limitations of the study include: 
i. Limited Availability And Restrictions Of Data: One of the biggest obstacles is the lack of precise and comprehensive data on Nigeria's economic progress, government revenue, and petroleum taxation. The extent of the study may be limited by the petroleum sector's 
lack of transparency and contradictions in official reports. Furthermore, certain important data can be inaccessible or separated, which would make it more difficult to reach firm conclusions. 
ii. Time Constraint: This analysis is restricted to the data and policies that were accessible throughout the research period because of the dynamic nature of the petroleum business and its taxation regulations. Over time, the conclusions' validity may be impacted by subsequent modifications to tax laws, governmental regulations, or worldwide economic circumstances. 
iii. Geopolitical And Economic Volatility: Nigeria's economy is highly dependent on oil earnings, which leaves it open to outside shocks like shifts in international trade regulations and fluctuations in oil prices worldwide. These unforeseen circumstances may affect the study's conclusions and restrict its generalizability to other eras or economic environments. 
1.9 DEFINITION OF KEY TERMS 
i. Taxation: this can be seen as a compulsory levy imposed by the government on the citizens of a country. 
ii. Petroleum Profit Tax: This tax is imposed by the Nigerian government on businesses that are engaged in upstream petroleum activities, such as the discovery, extraction, and first transportation/sale of natural gas and crude oil within the nation. 
iii. Gross Domestic Product: The total cost of all finished goods and services produced in a nation during a given period is added up to determine this indicator of economic production and revenue. 
iv. Life Expectancy: refers to the average number of years that according to statistical averages, a person should live. 
v. Unemployment: refers to the situation in which people who are ready and able to work cannot find acceptable jobs. 
vi. Inflation: refers to the rate at which the general level of prices for goods and services in an economy rises over some time, leading to a decrease in the purchasing power of money. In simple terms, as inflation increases, the same amount of money buys fewer goods and services. 
vii. Economic Development: refers to the method by which a country raises the standard of living for its citizens on all levels economic, political, and social. 
CHAPTER TWO 
REVIEW OF LITERATURE 
2.1 INTRODUCTION  
This session looks into the conceptual issues related to the study, a theoretical review, and an empirical literature review by different authors, and concludes with a summary and gap analysis of the reviewed literature. This is done to create a baseline for the research work and identify gaps that the work seeks to cover. 
2.2  CONCEPTUAL FRAMEWORK  
The concepts clarified in the session are the Petroleum industry, Taxation, and Economic Development. 
2.2.1 PETROLEUM INDUSTRY 
Paul (2011) defines the petroleum industry as a multifaceted sector encompassing the exploration, extraction, transportation, refining, and marketing of petroleum and natural gas, playing a critical role in global energy supply and economic development while facing significant environmental and social challenges. This description provides a thorough overview of the petroleum business, stressing its complexity, vital role in the world's energy and economy, and major obstacles while key terms in the definition are explored below   
i. Exploration and Extraction: The ongoing finding of new hydrocarbon reserves is crucial to the petroleum industry, which is a pillar of the energy infrastructure of contemporary society. This quest, called exploration, is a complicated and intricate process that combines significant financial commitment, technological innovation, and scientific rigor. It is not merely a question of drilling holes; rather, it is a methodical and complex process designed to locate, evaluate, and finally demonstrate the presence of commercially viable natural gas and oil deposits beneath the surface of the Earth. A variety of cutting-edge technologies are used by the petroleum sector to improve the precision and efficiency of exploration. More accurate detection of hydrocarbon traps and reservoir characterization is made possible by the detailed three-dimensional representations of subsurface features that 3D and 4D seismic imaging provide. To help with exploration planning and environmental impact assessment, remote sensing technologies—such as satellite and aerial imagery—collect information on surface characteristics, geological structures, and environmental conditions. There are difficulties associated with exploration. Not every exploration effort yields findings that are commercially feasible due to the process's inherent high costs and dangers. It can be challenging to estimate the presence and distribution of hydrocarbons with accuracy due to the complexity of underlying geology.  
ii. Transportation: Crude oil and natural gas must be transported from their sites of origin to refineries and, eventually, to consumers via a sophisticated and vast transportation system. This worldwide network is in charge of providing the world with essential energy supplies. This complex system, which serves as the industry's main routes, includes a wide variety of transportation options, all of which are essential to guaranteeing the timely and dependable delivery of these essential goods. Transportation plays a crucial part in the petroleum value chain, from tankers navigating huge oceans to pipelines winding across continents. The primary means of petroleum transportation, especially for huge volumes across long distances, is pipelines. These above-ground or underground pipelines are made for conveying natural gas and crude oil effectively. While natural gas pipes create extensive networks that transport gas to processing facilities and subsequently to distribution firms, crude oil pipelines usually link oil fields to refineries or export ports. Compared to other forms of transportation, pipelines have several benefits, including constant flow, comparatively low running costs, and little environmental impact.  
iii. Refining: When crude oil comes out of the ground, it is a complicated blend of hydrocarbons, contaminants, and other materials. It has little direct utility in its unprocessed state. This raw material goes through a transformation in the refinery, where it is broken down and reconstructed into the many refined petroleum products that power our contemporary world. To extract, transform, and purify crude oil into useful fuels, lubricants, petrochemicals, and other essential goods, refineries are intricate industrial complexes. They serve as vital hubs in the petroleum industry's downstream sector, connecting the production of crude oil with the distribution of final goods to customers.in conclusion, refineries play a critical role in the petroleum sector by converting crude oil into the wide variety of goods that run our contemporary society. To provide the fuels, lubricants and necessary for industry, transportation, and daily living, refineries optimize 
the value recovered from each barrel of crude oil through several intricate separation, conversion, and treatment procedures. Refineries are becoming ever more eco-friendly, efficient, and able to produce a greater variety of specialized goods to satisfy changing market demands as technology develops.  
iv. Marketing:  Marketing In its most basic form, marketing is the process of promoting, distributing, and selling goods and services to satisfy customer demands and make money for companies. Because it deals with the distribution and sale of petroleum products including petrol, diesel, kerosene, lubricants, liquefied petroleum gas (LPG), and other byproducts of crude oil refining, marketing plays a special and crucial function in the petroleum sector. Supply chain management, customer connection building, and tackling economic and environmental issues are all part of this industry's marketing process, which goes beyond simple transactions. The worldwide market in which the petroleum sector works is extremely competitive and dynamic. In this industry, marketing entails overseeing a convoluted supply chain that begins with the extraction, refinement, & delivery to stores where the finished goods are bought by customers. Understanding the various customer needs—from those of individuals filling up their cars to those of businesses using bulk gasoline for operations. Abdul-Rahman et al.(2013) The petroleum sector has made a significant contribution to government revenue and foreign exchange reserves. As a result of numerous joint venture agreements with foreign oil-producing businesses, it has been noted that the government receives about 70% of the proceeds from crude oil transactions. Furthermore, it was stated that through foreign direct investment (FDI), the petroleum sector may potentially make a substantial contribution to the expansion and advancement of the Nigerian economy. The term "real investment interactions of the rest of the world with a given domestic economy" refers to foreign direct investment (FDI). Its impact on the economic factors driving Nigeria's economic growth can be used to quantify the sector's contribution to the country's economic development. Profits from oil exports, local natural gas sales, and other value-based indicators are included in the sector's gross output. These can be calculated by summing up all of the payments made to the federal government, including rent, royalties, profit taxes, harbor dues, employee wages and salaries paid locally, and other net retained earnings. Nigeria's economy depends heavily on the oil industry, which provides the government with enormous sums of money.                                                    
 
Ayano (2022) Multinational oil corporations make up the petroleum industry. The Petroleum Industry Act (PIA) of 2021, as amended, governs petroleum operations in Nigeria. The petroleum profit tax (PPT) is the primary fiscal tool used by the government to collect petroleum income. In essence, the petroleum industry is a complex and vital sector with a profound impact on the global energy landscape and economy. However, it also presents significant environmental and social challenges that require careful consideration and sustainable solutions.    
2.2.2 TAXATION                                                                                                                                                       
Ayano (2022) defines taxation as the process of administering a compulsory levy backed by law on the subject, his or her activities, and property by the government to provide for socio-economic amenities needed by the society. Tax, therefore, serves as a major forum for political talks among the nation's various stakeholders, making it one of the few objective indicators of the state's legitimacy. This suggests that the money collected through tax administration is dependent on the intricate relationships between institutional, political, and economic issues. 
Asaolu et al. (2016) suggest that taxes provide money to finance public goods, govern the production and consumption of goods and services, manage unfavorable economic conditions, safeguard emerging industries, and lessen income inequality. An effective tool for mobilizing a nation's internal resources and fostering an atmosphere conducive to economic growth is the tax system. Effective and efficient tax administration will increase revenue collection, and citizens will anticipate that this money will be used to fund facilities that raise their standard of living. However, there are significant obstacles due to underqualified tax workers and dishonest tax collectors to revenue production when dishonest tax collectors embezzle and transfer funds from the government to private accounts. Additionally, because the government cannot repay the sacrifice of paying taxes, taxpayers are turning to legal loopholes to avoid and evade paying taxes, which is why tax revenue collection is continuously declining. 
Petroleum industry tax 
One Nigerian law that creates a legal framework for the nation's petroleum industry is the Petroleum Industry Act (PIA) of 2021. The PIA consolidated various laws about the oil and gas industry into a single act and superseded the earlier Petroleum Act. The Nigerian National Petroleum Company (NNPC) Limited, the Nigerian Midstream and Downstream Petroleum Regulatory Authority (NMDPRA), and the Nigerian Upstream Petroleum Regulatory Commission (NUPRC) are all established by the PIA. Additionally, it upholds the position of the Minister of Petroleum, who is in charge of creating, overseeing, and implementing government policies in the petroleum sector. A royalty payment incentive for gas produced and processed in Nigeria is one of the new fiscal regimes for the industry that the PIA introduced. Additionally, it offers tax breaks to investors that finance gas pipeline construction. 
2.2.3 ECONOMIC DEVELOPMENT   
Economic development is a complex process that includes lowering poverty, raising living standards over time, and transforming an economy to become more inclusive and productive. Economic development continues to be a top concern for Nigeria, the continent's most populous nation and one of its biggest economies. Even though the nation has made great progress in certain areas, it still faces difficult obstacles that have impeded its efforts to achieve sustainable and broadbased development. Since gaining independence in 1960, Nigeria’s economic path has been marked by highs and lows. Initially, the economy was largely agrarian, with agriculture contributing significantly to GDP and employing the bulk of the population. Nigeria was one of the biggest exporters of cash crops, including cocoa, groundnuts, and palm oil, in the 1960s. However, the economy's focus turned to petroleum with the commercial discovery of crude oil in the late 1950s and the oil boom of the 1970s. Nigeria's GDP and foreign reserves were greatly increased by oil earnings, however, this over-reliance on the resource also led to risks. Neglecting the manufacturing and agricultural sectors resulted in structural imbalances and restricted economic diversification. Furthermore, the revenues made from oil have often been improperly run, with unequal distribution of assets, corruption, and poor administration hindering equitable development. 
Ayano (2022) The process through which a nation's Gross National Product (GNP) per capita rises both qualitatively and quantitatively over an extended period is known as economic development. Hence, it was also maintained that a country cannot achieve economic development without first achieving economic growth, making economic growth a subcomponent of economic development. Despite the intricacy of the idea of economic development authors have it that, increasing living standards, improved health and well-being for everybody, and the achievement of whatever is recognized as a general good for society as a whole. 
Therefore, an economy's likelihood of long-term economic indicators can be measured by health, education, inflation rate, gross national product (GNP) per capita, etc. 
Gross Domestic Product (GDP) is a key economic indicator that measures the total monetary value of all goods and services produced within a country over a specific period. It serves as a vital measure of economic performance and growth. In the case of Nigeria, Africa’s largest economy, the GDP reflects the complexities, opportunities, and challenges of an economy heavily influenced by its oil wealth, demographic dynamics, and structural limitations. Its abundant natural resources, particularly crude oil, which has dominated its GDP for decades, have a significant impact on its economy. However, because of its excessive reliance on oil, shifting world prices, and structural issues that have prevented it from realizing its full economic potential, Nigeria's economic performance is marked by instability. 
Secondly, One of the most important economic indicators is inflation, which shows how quickly the average level of prices for goods and services in an economy rises over time. It has a direct impact on a nation's economic stability, citizens' standard of living, and currency's purchasing power. Inflation has long been a problem in Nigeria, affecting domestic welfare, company operations, and economic growth. Nigeria has faced significant inflationary pressures over the decades, driven by a combination of domestic and international factors. The inflation rate in Nigeria is typically measured using the Consumer Price Index (CPI), which tracks changes in the prices of a basket of goods and services commonly consumed by households. Historically, Nigeria has experienced periods of high inflation, particularly during economic recessions, global oil price declines, and policy shifts such as subsidy removals or currency devaluation. In recent years, Nigeria’s inflation rate has been among the highest in sub-Saharan Africa. As of 2023, inflation rates consistently exceeded 20%, fueled by rising food prices, insecurity, exchange rate volatility, and global economic challenges. The persistently high inflation has strained households and businesses, deepening poverty and reducing economic development. 
Thirdly, Life expectancy is a good indicator of public health and how well a country's policies are working to improve the lives of its citizens. Higher life expectancy generally indicates better healthcare systems, safer surroundings, and higher standards of living, making it a popular indication of socioeconomic advancement. Life expectancy is used as a standard by governments, policymakers, and international organizations such as the World Health Organization (WHO) when formulating plans to enhance public health, alleviate inequality, and advance sustainable development. 
Finally, In Nigeria, unemployment is a chronic economic problem that impacts millions of people and poses serious risks to the nation's economic growth. It is characterized as the inability of those who are able and eager to work to obtain profitable employment. High youth unemployment rates, underemployment, and a growing disconnect between job creation and economic growth have made unemployment in Nigeria a serious problem. Unemployment in Nigeria has been on the rise, despite the country’s abundant natural resources and a large, youthful population. According to the National Bureau of Statistics (NBS), Nigeria’s unemployment rate stood at 4.50% in 2024, one of the highest in the world. The number of unemployed people in Nigeria is forest to 3.52M in 2024. This troubling trend is exacerbated by population growth, which outpaces job creation, and structural deficiencies in the economy. 
Ogbedo and Nweze (2021) The process via which the general population's general health, wellbeing, and academic proficiency increase is also referred to as economic development. A population shift from agriculture to industry and finally to services occurs during development. For instance, one outcome of economic progress is a higher average life expectancy. Better public education, increased literacy rates, and increased production are further outcomes. 
2.3 THEORETICAL FRAMEWORK 
2.3.1 Resource Course  
The phenomena whereby many nations with an abundance of natural resources do not fully benefit from their richness and have inefficient government responses to public welfare demands is referred to as the "resource curse," or paradox of plenty. Although it is frequently assumed that nations with abundant natural resources will have better development results, in reality, these nations typically have greater levels of authoritarianism and conflict as well as poorer rates of economic stability and growth when compared to their neighboring nations without abundant natural resources. The research curse theory was propounded by Professor Richard Auty (1993) in his seminal book, Sustaining Development in Mineral Economies. The resource curse theory provides important insights into the potential and problems related to oil wealth in Nigeria, where the petroleum sector dominates the economy. Nigeria’s substantial oil reserves and its position as a major oil producer firmly establish it as a resource-abundant nation. The petroleum sector's significant contribution to GDP, export earnings, and government revenue underscores its central role in the national economy. This context is essential for understanding the applicability of resource curse theory. The theory suggests that this very abundance, if not managed effectively, can create conditions that hinder broader economic development. 
2.3.2 Dutch Disease Theory 
The Dutch disease is an economic ailment that paradoxically afflicts nations blessed with abundant natural resources. It describes a situation where a boom in one sector, typically resource extraction, leads to a decline in other crucial sectors, particularly manufacturing and agriculture. The Dutch disease theory was developed by economists W. Max Corden and J. Peter Neary in 1982, After the Netherlands discovered large natural gas deposits in the North Sea in the 1960s, the phrase "Dutch disease" was coined. The Dutch currency gained a lot of value as a result of the subsequent spike in gas exports. On the surface, this seemed advantageous, but it made Dutch-made goods less competitive in global markets, which caused the manufacturing sector to shrink. Dutch disease is the term for this occurrence, in which the riches of resources unintentionally damage other sectors of the economy. Dutch disease is present in Nigeria, where the overvaluation of the Naira due to oil revenues has reduced the competitiveness of Nigerian manufactured goods, diverted attention and investment from manufacturing and agriculture, and created an uneven economy that is prone to oil price shocks and beset by underdevelopment and unemployment in non-oil sectors. The agricultural industry, which employed a sizable section of the population and made a substantial contribution to GDP, was once a pillar of the Nigerian economy but has since declined sharply. In a similar vein, the manufacturing sector is still in its infancy and has not produced enough jobs or diversification. The aforementioned dynamics—the overvaluation of the Naira, the flow of resources to the oil industry, and the spending trends of oil revenues—have had a detrimental effect on these.  
2.3.3 Fiscal Policy Theory 
Nigeria's petroleum industry and fiscal policy interact in a way that is both intricate and vital to the country's economic growth. One of the main tools for controlling macroeconomic circumstances is fiscal policy, which includes taxing and spending by the government. It affects growth, inflation, unemployment, and income distribution. The taxation of the petroleum business, particularly through the Petroleum Profit Tax (PPT), has a substantial impact on the economic course of Nigeria, where the petroleum sector is a major economic force.  Government spending and taxation are the two primary avenues via which fiscal policy is implemented. Spending by the government on social welfare, healthcare, education, and infrastructure stimulates demand in economic activities and may generate jobs. On the other hand, taxes take resources away from people and companies, affecting their disposable income and acting as a tool to support public spending or control inflation. There are two types of fiscal policy which are expansionary and contractionary. During recessions, expansionary policy seeks to boost economic activity by lowering taxes or increasing expenditures. In an overheated economy, contractionary policy aims to reduce inflationary pressures by reducing expenditure or raising taxes. In the budgetary framework, the petroleum industry holds a special place. The main tax imposed on upstream petroleum operations, PPT, contributes significantly to government coffers. This source of income is essential to many facets of economic growth. First of all, it supplies the funding for public spending. To facilitate commerce, draw in investment, and boost overall productivity, funds raised through PPT are used to finance vital investments in the construction of infrastructure, such as roads, bridges, and power plants. A healthier and more competent workforce is also a result of PPT revenue's support of human capital development through financing for healthcare and education.  PPT income has the potential to support macroeconomic stability. Governments can save some money by creating sovereign wealth funds or stability funds for oil earnings while oil prices are high. This accumulated money can subsequently be used to sustain public spending and lessen the effects of external shocks during recessions or times when oil prices are low. This counter-cyclical strategy aids in reducing economic volatility and fostering stability. Fiscal policy has a significant impact on Nigeria's economic development, especially the way the petroleum industry is taxed through PPT. 
2.4 EMPIRICAL REVIEW 
Petroleum taxes are a major source of government revenue, and the petroleum industry has historically played a major part in Nigeria's economy. By funding public investments and promoting economic activity, these taxes are meant to support economic expansion. Muhammed et al. (2019) analyzed the impact of petroleum profit tax on the Nigerian economy, using descriptive statistics, correlation, and regression analysis. The purpose of the study is to evaluate how the petroleum profit tax affects the Nigerian economy. According to the analysis, there is no clear correlation between the petroleum profit tax and GDP, so adjustments to the tax may not affect adjustments to GDP. 
Petroleum tax is a vital fiscal tool because of Nigeria's economy's heavy reliance on it. Saheed et al. (2014) critically investigate the impact of petroleum tax on the economic growth in Nigeria. To determine the relationship between the variables of domestic consumption and crude oil output, petroleum taxes, and government policies, a simultaneous equation model was employed. The study discovered that the production of crude oil greatly and adversely impacted economic growth and other variables. Policy recommendations were made based on these findings, suggesting that to diversify the economy, a portion of the money collected from the PPT should go toward the exploration and exploitation of additional mineral resources. 
PPT is a significant source of government funding, and its influence on important economic measures is examined to ascertain how it contributes to Nigeria's development path. Osasu and Henry (2022). Examines petroleum profit tax and economic growth in Nigeria. Using the ordinary least square statistical method to analyze the data that was gathered The findings suggest that petroleum income tax and foreign direct investment have a positive and significant impact on Nigeria's economic growth. It is recommended that incentives available to investors in the petroleum industry are not good enough to reduce the effect of the social crisis on the risk premium of investors, revenue from petroleum profit tax should be properly utilized to enhance the level of infrastructural development among others. 
The PIA wants to improve the petroleum industry's regulatory environment by making it more open and effective, which will affect the way PPT is evaluated and gathered. This new approach aims to provide investors with equitable rewards while optimizing government income production. Oluwatomisin et al. (2024) examined the assessment of petroleum profit tax under the Petroleum Industry Act, the research work is drawn from multiple sources, including expert opinions, research papers, and articles. The purpose of the research work is to provide a detailed examination of the Petroleum Profit Tax subject to the Petroleum Industry Act which provides additional provisions for taxation in the petroleum industry. 
 
Effective tax collection and use are essential for attaining sustainable economic development in Nigeria, where public finances face numerous obstacles. Nwanko et al. (2024) examine the effect of tax revenue on economic development in Nigeria. The effect of each tax revenue source on the PHR was evaluated using multiple regression analysis. This study looks at how Nigeria's economic progress, as indicated by the poverty headcount ratio (PHR), is impacted by tax collections, particularly company income tax (CIT), value-added tax (VAT), and petroleum profit tax (PPT). The study's findings suggest that With a coefficient of 0.019752 and a p-value of 0.5854, the study discovered that corporation income tax (CIT) revenue has a positive but non-significant impact on Nigeria's poverty headcount ratio.  
A country's ability to invest in public goods and services that promote economic growth and development is directly impacted by its ability to raise enough tax money and how it's utilized. Ibrahim et al. (2021) examine the impact of taxation on economic growth and development in Nigeria, Simple parentage and narrative response are used to display the data analysis in tabular form. It consists of statistical computations made using unprocessed data to address the research issues. The finding shows that effective management in the Federal Inland Revenue Service (FIRS) enhances their revenue years. This means there was a positive significant relationship between non-oil revenue profit tax and the growth of the Nigerian economy. It also shows that effective management and control in the system assisted in the monitoring and appropriate evaluation of the revenue for economic growth. 
In the petroleum industry, effective exploration and production methods can be promoted by a well-designed PPT program. Mohamed (2021). examine the impact of petroleum profit taxes on economic growth in Nigeria, using SPSS Statistics 26 and MS Excel 2019 to analyze data and univariate and bivariate analysis, The study discovered that there is no significant correlation between PPT and either PCI or JOB. In nations, like Nigeria that are highly dependent on oil output, petroleum tax can aid in stabilizing government funding streams. Petroleum profit tax can lessen the financial impact of shifting global oil prices on the government by taxing profits rather than just output volume. Ogbonna and Appah (2010) investigate the petroleum profit tax and economic growth using The pertinent econometric tests of Breusch-Godfrey Serial Correlation LM, White Heteroskedasticity, Ramsey RESET, Jarque Bera, Johansen Co-integration, and Granger Causality were used to analyze the secondary data gathered from the pertinent Nigerian government agencies.  It was discovered that Nigeria's gross domestic product is impacted by the petroleum profit tax. Based on the empirical analysis, the paper concludes that the petroleum profit tax is one of the most significant direct taxes in Nigeria that has an impact on the nation's economic development and should be appropriately managed to lower the degree of tax evasion by Nigerian petroleum exploration companies. 
The petroleum industry can draw in foreign investment with a robust and transparent PPT environment. Investors are looking for a transparent regulatory environment and predictable budgetary terms. This certainty is offered by a clearly defined PPT system, which promotes investment in exploration, production, and infrastructure development all of which can accelerate economic growth. Iriabiji et al. (2022) investigate the impact of petroleum profit tax impact on the economic growth of Nigeria, The study uses a correlation matrix, descriptive analysis, and linear regression. The Study Examines The Assessment Of The Petroleum Profit Tax: Its Impact on the Economic Growth of Nigeria. According to the study's findings, PPT has little and detrimental effects on GDP, NI, and PCI (per capita income). 
The consistency and predictability of PPT policies are vital for fostering a conducive investment climate and ensuring sustainable economic development charles et al. (2017) examine Petroleum profit tax as a determinant of economic growth (GDP) in Nigeria, according to the results of the Granger causality test and the ordinary least square (OLS) test. As a result, there is a substantial association between the explanatory and dependent variables overall. Based on the results, the paper recommends that the government invest in the supply of basic amenities to prudently account for the money it receives from the Petroleum Profit Tax. This will have a good multiplier effect on the economy. To accomplish national diversification, a portion of the petroleum profit tax's proceeds ought to go toward the growth of other vital economic sectors. 
Tax incentives are financial policies intended to lower the tax burden on individuals or companies to promote economic activity. These incentives are used in Nigeria to boost industrial development and economic progress. Adamu (2013) makes findings on the impact of tax incentives on economic growth and industrial development using the chi-square test and statistical package for social sciences (SPSS), The study aims to ascertain whether tax incentives and economic growth are significantly correlated, as well as whether these tax incentives are available to businesses, which in turn promotes industrial development and economic growth. Based on respondents' comments and the results of the SPSS hypothesis test, it was determined that there are substantial correlations between tax incentives and economic growth. Additionally, it was discovered that tax incentives are accessible to eligible businesses that meet the requirements to be eligible for them. 
One essential fiscal tool used by governments around the world to raise money for public spending is taxation. Ayanno (2022) examines The impact of taxation on economic development in Nigeria. The study examined the effects of petroleum profit tax revenue, education tax revenue, and firm income tax revenue on the standard of living, health, and education in Nigeria between 2000 and 2020. The study made use of the Autoregressive Distributed Lag (ARDL) and the Bound Cointegration test. Therefore, the study suggests that while making and carrying out decisions regarding health, education, and standard of living in Nigeria, firm income tax revenue, education tax revenue, and petroleum profit tax revenue, respectively, are highly helpful. 
A historical analysis of Nigeria's petroleum industry reveals a complex tale of economic booms, structural problems, and socio-environmental implications. The discovery and exploitation of Nigeria's vast petroleum resources has had a significant impact on the country's economic trajectory. Alexander and Obinna (2016) examine the historical assessment of the petroleum industry and its impact on the Nigerian economy. The purpose of the study is to investigate the socioeconomic effects of the petroleum industry on the Nigerian economy from 1956 to 2015 The majority of the study's primary and secondary data came from commissioned projects, Internet reports, and content analysis of existing literature. In particular, statistics from the Nigerian National Petroleum Corporation Reports and Bulletins, the Central Bank of Nigeria Bulletins, the National Bureau of Statistics, and the Nigerian Society of Economic Research (NISER) were used. 
Evaluating how much oil money contributes to economic growth is a difficult and strongly debated subject. Even though oil profits can give a nation significant financial resources, their effects on overall economic development are not necessarily favorable or clear-cut. Madugbe et al. (2016) investigate the evaluation of the contribution of oil revenue to economic development in Nigeria. The impact of oil revenue growth, GDP growth, and total federally collected government income growth rates from 1991 to 2012 were examined in the study evaluating the contributions of oil money to economic development in Nigeria. Using SPSS version 20, regression analysis was utilized to analyze the data. Given its effects on GDP and nationally collected money, the report suggests that the federal government step up its efforts to boost oil revenue. 
Crude oil is essential for several sectors, transportation, and manufacturing processes, and it stimulates economic growth. Its cost and availability have a big influence on inflation, production costs, and the state of the economy as a whole. As a result, changes in the price of crude oil can have a significant impact on both national and international economies. Lucky (2022) evaluated the economic growth and crude oil revenue in Nigeria, This study examined the effects of oil revenue and oil industry operations on the amount of money earned by each Nigerian (per capita income) between 1980 and 2019. We found that Nigerian crude oil exploration operations had a favorable effect on the magnitude of individual income using the Autoregressive Distributional Lag (ARDL). Regardless of time, the impact was enormous; a 1% increase in exploration boosts personal income by 0.6030% in the short term and 0.4786% in the long term. 
Finally, Programs for education and skill development that improve human capital and increase worker productivity and investor appeal can be funded with the proceeds of taxes. Tax income indirectly supports economic development by enhancing the business climate and encouraging innovation. Worlu and Emeka (2012) examine tax revenue and economic development in  Nigeria, Relevant secondary data were gathered from the Federal Inland Revenue Service (FIRS), the Central Bank of Nigeria (CBN) Statistical Bulletin, and prior scholarly works to accomplish this goal. The three-stage least square estimation method was used to examine the gathered data. The findings demonstrate that tax income promotes economic expansion by funding the construction of infrastructure. The purpose of the study look at how tax income affects Nigeria's economic growth based on how it affects infrastructure development between 1980 and 2007. 
2.4.1 EXPECTATION GAP 
The petroleum profit tax, economic growth, and the impact of tax revenue on economic development are frequently linked in current studies. Advanced statistical methods will be used in this study to provide a better understanding of the impact of petroleum industry tax on the economic development of Nigeria. 
Additionally, The review literature has only made mention of petroleum profit tax which includes both the upstream and the downstream which have been amended by a new law. Unlike the reviewed literature, this research would further look at the changes in the law how the taxes are implemented in both the upstream and the downstream, and the impact it has made on the economy. 
Furthermore, the review literature only focuses on one factor out of the numerous factors that are used to measure economic growth, this research would explore more factors like life expectancy, inflation, and unemployment rates. 


CHAPTER THREE 
METHODOLOGY 
3.1 Introduction  
This chapter described the approach used in carrying out the work as regards the research method. It focused basically on the research designs used for this study, population of the study, sample size and sampling techniques, source and method of data collection, instrument for data collection, and techniques for data analysis. 
3.2 Research Design  
The framework of the study design guarantees that the information gathered is pertinent. The research design adopted in this work is “Ex post facto” anchored on the nature of the research problem. It is also known as the “After the fact, retrospective or correlational research” and it is suitable for examining the relationship between two or more variables. It is a type of research method in which the researcher investigates a phenomenon after it has already occurred. Unlike experimental research, where variables are manipulated to observe their effects, ex post facto research deals with pre-existing variables and analyzes their impact retrospectively. This design is commonly used in management and social sciences, education, economics, health sciences, and other fields where direct manipulation of variables is not possible due to ethical or practical constraints. Given this study, the selected research design will provide insight into the association between petroleum industry tax measured by petroleum profit tax/hydrocarbon tax(PPT) and economic development measured by real GDP growth(RGDP gr) rate having controlled two other variables known as oil rent(OR) and inflation rate(INF) 
 
3.3 Population of the study 
In research, the population of the study refers to the entire group of individuals, objects, or events that share a common characteristic relevant to the research problem. It represents the total set from which a researcher selects a sample for data collection and analysis. The population for this study includes variables such as petroleum profit tax(PPT), oil rent(OR), Real GDP growth rate(RGDP gr), and Inflation(INF), which are used in this study. The selection criterion was based on their importance to the research topic and objectives as well as the availability of complete data required for the analysis.  
3.4 Sample size and sampling techniques  
The sample size refers to the specific number of individuals, objects, or units selected from a larger population to participate in a research study. It represents a subset of the total population and should be large enough to provide reliable and generalizable results. Sampling techniques are the methods used to select individuals or units from the population to form a sample.  
The study examined the impact of petroleum industry tax on the economic development in Nigeria over 30 years from 1994-2023. The data, being secondary data in nature, was collected, which in total gives 30 observations for each variable using a time series data. The systematic sampling technique was used where individual data were chosen at regular intervals of every year( i.e, annually). This period was selected to guarantee the robustness of the time series for a typical model and to account for restrictions in data availability. 
3.5 Source and method of data collection  
The source of data collection refers to the origin from which a researcher obtains information for analysis, while the method of data collection refers to the specific technique used to gather information from the chosen source. In this study, the secondary method of data collection was adopted. Data was sourced from the Central Bank Economic Report, Statistical Bulletin, Federal 
Inland Revenue Service Tax and Statistic report, National Bureau of Statistics (NBS), and World Bank Open Data.   
Variable Description 
	Variable  
	Description  
	Source 

	Petroleum Profit tax 
	Petroleum Profit Tax (PPT) is a tax levied on the profits of 
companies 	engaged 	in 
petroleum operations, such as oil exploration, drilling, production, and sales. 
	Federal Inland Revenue Service Tax and Statistic report and CBN economic 
report 

	Real GDP 
	Real GDP measures the  value of all goods and  services produced by an  economy in a given year,  adjusted for price changes.  These figures were  computed as a % change in  Nigerian real GDP in local  currency @ 2010 constant   
	Central bank  

	Oil Rent 
	"Oil 	rent 	is 	the 	surplus 
revenue earned by the  owner of a resource from its sale, relative to the cost of producing it. (Terry Lynn and 
Stephen Weber, 2009) 
	World Bank data 

	Inflation 
	Inflation is the rate at which the general level of prices for goods and services rises over some time, leading to a decrease in the purchasing power of money. 
	National Bureau of Statistics 


 
3.6 Instrument for data collection  
An instrument for data collection refers to the tool or device used by a researcher to gather information from respondents or sources. It ensures the accuracy, consistency, and reliability of the data collected for analysis. This data collection instrument is designed to systematically gather secondary data for the study on how petroleum industry taxation affects economic development in Nigeria. Secondary data refers to existing data collected from government agencies, financial institutions, published research, and other credible sources. In this research, instrument used include The CBN Economic Reports for 2002, 2007, 2008 and 2009, the Federal Inland Revenue Tax and Statistic Report to collect the amount earned by Nigeria government from Petroleum 
Profit Tax, World Bank Report for the Oil rent, CPI and Inflation Report to gather the inflation data from National Bureau of statistic and Central Bank of Nigeria data for the computation of real GDP growth rate. 
3.7 Techniques for data analysis 
Descriptive statistics were used to examine the characteristics of the data reporting the measures of central tendency and dispersion to accomplish the goal of this study. Ordinary least squares (OLS) are not advised for the analysis of time series with unit roots because of the potential for erroneous regression. The reason for this is that every variable combined with I(1) is the first order and I(0). Inspired by the framework found in the pertinent literature, this study uses the Autoregressive Distributed Lag (ARDL) model. Nevertheless, the model would not have been appropriate if any of the variables had been I(2).  
To guarantee the robustness of the parameter estimates, a comprehensive diagnostic and stability test methodology is employed. The evaluation of serial correlation, heteroscedasticity, normality, model stability, and long-run cointegration are among the tests used. In particular, the model is tested for serial correlation using the Durbin-Watson and Breusch Godfrey serial correlation LM tests, respectively; heteroscedasticity and stability are tested using Autoregressive Conditional Heteroscedasticity (ARCH); normality is tested using the JB (Jarque-Bera) test; and the long-term relationship is ascertained using Johansen cointegration. The purpose of these tests is to assess the accuracy and validity of the model's estimation.  
3.7.1 Model Specification  
Given the above theoretical framework, the model for this study is postulated as   
RDGP gr = f(PPT, INF, OR)  
The model can then be specified as: 
RGDP gr = β0 + β1PPTt+ β2INFt + β3ORt + 𝜀t 
Where; 
RGDP gr --Real GDP growth rate (Computed from real GDP data) 
PPT -- Petroleum profit tax/hydrocarbon tax 
INF -- Inflation rate 
OR – Oil Rent (Taken as a percentage of GDP) 
3.7.2 A-Priori Expectation  β1 > 0: PPT is expected to have a significant and positive relationship with Nigeria's real GDP growth rate, especially for the fact that the country has a higher percentage of tax revenue from the petroleum industry  β2 > 0: Inflation is expected to have a significant and negative relationship with Nigeria's real GDP growth since there is an ordinarily expected negative relationship between the rate of inflation and Real GDP growth   β3 > 0: Oil rent is expected to have a significant and positive relationship with Nigeria's real GDP growth rate as the country is known to be largely dependent on oil to sustain its economy. 







CHAPTER FOUR 
4.1 Introduction  
This chapter contains the presentation and analysis of the data and the interpretation of the analysis results. It begins with respondent characteristics and classification, Presentation and analysis of data according to the research question or research hypothesis, text of hypothesis/Answer to research question, and Summary findings. The variables used in this study are described in depth using descriptive statistics, and the relationships between these variables are examined using correlation analysis. The augmented DickeyFuller unit root test was used to evaluate the variables' stationarity, i.e., if variables have a unit root or not, and establish the sequence of integration to ensure that the statistical properties of the series remain constant over time, allowing for reliable forecasting and analysis. Additionally, co-integration tests are run to determine whether the model's non-stationary series have any associations. The lag selection criteria and, regression result are presented. 
4.2 Respondent characteristics and classification  
The total collection of people, things, or occurrences that have a trait in common that is pertinent to the research problem is referred to as the population of the study in research. This research has made use of secondary sources for the collection of data. The variables which include real GDP growth rate (RGDP gr), oil rent (OR), petroleum profit tax (PPT), and inflation (INF), are included was collected from the World Bank Open Data, the Federal Inland Revenue Service Tax and Statistics report, the Central Bank Economic Report, the Statistical Bulletin, and the National Bureau of Statistics (NBS) which are also classified as a secondary data collection source. 
The World Bank Open Data platform provides free and open access to global development data. It includes a wide range of economic, social, and environmental indicators from over 200 countries. This source offers macroeconomic data such as GDP, inflation rate, government revenues, and sectoral contributions to the economy, useful for analyzing the broader economic impact of petroleum industry taxation in Nigeria. 
Also, the FIRS Tax and Statistics Report is an official publication of the Federal Inland Revenue Service, 
Nigeria's tax authority. It contains detailed data on tax collections, including Petroleum Profits Tax (PPT), Company Income Tax (CIT), Value Added Tax (VAT), and others.  It provides yearly breakdowns of revenue collected from petroleum-related taxes, enabling the analysis of trends and their relationship to economic development. 
Additionally, the CBN publishes regular economic reports and annual statistical bulletins that present data on Nigeria’s financial and macroeconomic indicators, including oil revenue, monetary aggregates, inflation, interest rates, and government expenditure. 
Furthermore, the NBS is the official statistics agency of the Nigerian government. It collects, processes, and publishes data on all sectors of the economy, including oil and gas, manufacturing, trade, employment, and GDP figures. NBS provides comprehensive national statistics, including sectoral GDP breakdowns, which can be used to assess the petroleum sector’s contribution to economic growth and how tax revenue may be influencing it. 
4.3 Presentation and analysis of data according to research question or research hypothesis 
4.3.1 Graphical Presentation 
4.3.1.1 Trend Analysis of Petroleum Profit Tax in Nigeria 1994 – 2023  
As shown in Figure 1 below, Petroleum Profit Tax (PPT) is a significant revenue source for the Nigerian government, levied on the profits of companies involved in upstream petroleum operations. Analyzing the PPT collection over the decades reveals substantial fluctuations influenced by various factors, including oil prices, production levels, government policies, and global economic events. Between 1994 to 2022, Nigeria witnessed an on-the-run increase in PPT collected from 42 billion to 639 billion, after which there was a sharp decrease in 2023 to 392 billion. The sharp increase could be attributed to a recovery in oil prices and the return to civilian rule, which might have brought more stability and increased investment in the oil sector. The slight decrease was due to fluctuations in oil production levels or changes in operational costs for oil companies. 
The PPT largely fluctuates in the second decade between 2003 to 2013. This was due to High Oil Prices. The sustained high global oil prices during this period were the primary reason for the substantial growth in PPT, while the global financial crisis of 2008-2009 led to a sharp decline in oil demand and prices, directly impacting the profitability of oil companies and the PPT revenue. 
Furthermore, between 2013 and 2023, this decade presents a more mixed picture with significant volatility. 2014 - 2016: A sharp decline in PPT revenue occurred. Oil Price Crash (2014-2016): A significant drop in global oil prices due to oversupply and other geopolitical factors severely impacted the profitability of oil companies and, consequently, the PPT revenue.2017 - 2019: PPT collection showed a recovery and a general upward trend, and a gradual increase in oil prices helped to improve PPT revenue.2020: A 
significant drop in PPT was observed due to the COVID-19 Pandemic. 2021 - 2023: PPT revenue rebounded strongly. Oil prices surge as the global economy recovers from the pandemic, oil demand increases, and prices rise significantly, especially following the Russia-Ukraine conflict. 
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Figure 1  
Source: Author's presentation using MS Excel  
4.3.1.2 Trend Analysis of Real GDP Growth in Nigeria 1994 – 2023   
As shown in Figure two below, data from the Central Bank of Nigeria shows that the real GDP growth rate massively fluctuated in Nigeria as observed in the data obtained from 1994 – 2023 in this research as shown in Figure 2 below. After witnessing a negative growth rate between 1994 and 1995 from -1.81% to -0.07%, there was a sharp increase in 1996 to 4.20% and a drastic fall to 0.58% in 1999, followed by a large increase in 2015 to 15.33%. Additionally, between 2003 and 2012, there was not much significant change in the period, with a fall at the end of the period from a 7.35% rate of growth to 4.23%. This was caused by fluctuations in oil rent flowing into the country and the impact of exchange rate fluctuations, Furthermore, between 2013 to 2023, the growth significantly fluctuated between positive and negative growth. The negative growth in 2020 is due to the effect of COVID-19 19 which has hit countries, with Nigeria not being an exception. During the period, there was low oil demand, and the performance of the non-oil sector, which includes agriculture, manufacturing, and services, still did not show a significant improvement compared to the oil sector. However, there has been positive growth between 2020 and 2023 from -1.79% to 2.74%.   
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Figure 2 
Source: Author's presentation using MS Excel  
4.3.1.3 Trend Analysis of Oil Rent in Nigeria 1994 – 2023   
As shown in Figure three below, data from the World Bank Open Data shows that the Oil rent as a percentage of GDP has massively fluctuated in Nigeria as observed in the data obtained from 1994 – 2023 in this research as shown in Figure 3 below. Between 1994 and 2003, the Oil rent rate initially drops from 18.70% to 7.10% in 1998 and rises again to 22.05% in the year 2000 and further drops slowly to 12.12% in 2003. This was mainly because of international oil price swings, domestic political/military instability, production disruptions, and macroeconomic challenges like currency devaluation. Between 2003 and 2013, the rate fluctuated again, with the highest increase of 17.70% in 2005, and finally dropped to 9.88% in 
2017. From 2003, oil prices skyrocketed, reaching record highs in 2008. Higher oil prices meant Nigeria’s oil revenues (and oil rents) surged, increasing oil's share of GDP. Non-oil GDP started expanding, slightly reducing oil’s dominance in total GDP, especially in 2012–2013. Between 2013 and 2023, the rate drops significantly from 9.88% to 5.92% in 2023. This was particularly impacted by COVID-19. 
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Figure 3 
Source: Author's presentation using MS Excel  
4.3.1.4 Trend Analysis of Inflation in Nigeria 1994 – 2023   
As shown in Figure 4 below, Nigeria's inflation has fluctuated over the years due to many reasons. Between 1994 and 2003, this decade started with extremely high inflation in the mid-1990s before gradually declining.1994 (57.03%) & 1995 (72.84%): These were years of exceptionally high inflation. The aftermath of the annulled 1993 presidential elections and subsequent political uncertainty created economic instability and eroded confidence. 1996 (30.4%) to 2000 (6.9%), this period saw a significant downward trend in inflation caused by higher global oil prices provided the government with more foreign exchange, potentially easing pressure on the Naira and import costs. In 2001 (18.9%), 2002 (13.1%), and 2003 (13.93%), Inflation picked up again towards the end of this decade due to increased Government Spending. 
Between 2003 and 2013, this decade generally experienced lower and more stable inflation compared to the previous one, although with some noticeable fluctuations. 2004 (15.38%) to 2007 (5.42%): Inflation showed a downward trend in the early part of this decade. Contributing factors might include Sustained high Oil Prices. In 2008 (11.53%) to 2013 (8.52%): Inflation fluctuated within a relatively narrow range during this period. Factors influencing these movements could be due to the Global Financial Crisis (20082009).  
Between 2013 and 2023. This decade witnessed a gradual increase in the average inflation rate, with a significant surge in the later years. 2014 (8.06%) to 2019 (11.39%): Inflation remained relatively contained in the first half of this decade but started to creep upwards due to a decline in Oil Prices (from 2014). Lower oil revenues put pressure on the Naira and government finances. 2020 (13.21%) to 2023 (24.52%): This period saw a sharp acceleration in inflation with the COVID-19 Pandemic as its key driver. The pandemic caused global supply chain disruptions, increased shipping costs, and impacted domestic production. 
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Figure 4 
Source: Author's presentation using MS Excel  
4.3.2 Descriptive Statistics of Variables   
Table 4.1: Descriptive Characteristics of Data 

	 	 	REAL_GDP_GR     PPT 	OIL_RENT___GDP 	INF 

	 Mean   
	0.043168 
	 1.52E+12 
	 11.10539 
	          16.71561 

	 Median 
	0.042130 
	 1.51E+12 
	 11.62162 
	          12.84583 

	 Maximum 
	0.153292 
	 4.21E+12 
	 22.04993 
	          72.84000 

	 Minimum 
	-0.018149 
	 4.28E+10 
	 2.684290 
	           5.416667 

	 Std. Dev. 
	0.036772 
	 1.12E+12 
	 5.152443 
	          14.30110 

	 Skewness 
	0.539074 
	 0.328659 
	 0.063033 
	           2.853813 

	 Kurtosis 
	4.048951 
	 2.352054 
	 2.052980 
	           10.80298 

	 Jarque-Bera 
	 2.828377 
	 1.064876 
	 1.140924 
	           116.8293 

	 Probability 
	 0.243123 
	 0.587172 
	 0.565264 
	           0.000000 

	 Sum 	            1.295040 
	 4.57E+13 
	 333.1618 
	          501.4683 


	 Sum Sq. Dev.  0.039213 	 3.64E+25 	 769.8823                    5931.125  
	 Observations 	 30 	 	     30 	 	       30   	 	30 
Sources:       Author’s Computation 
Note: PPT, OIL RENT_GDP, INF, and RGDP gr represent Petroleum Profit tax, Oil Rent as a percentage of GDP, Inflation, and Real GDP growth rate, respectively 
Table 4.1 above shows the descriptive statistics of variables used in this research, including the measures of central tendency and measures of dispersion. The number of observations above was 30 for all variables. 
Real GDP Growth Rate (REAL_GDP_GR): 
Mean (0.043 or 4.32%): On average, the real GDP growth rate in Nigeria during the study period was around 4.32%. This suggests a moderate average growth rate. Median (0.042 or 4.21%): The median is very close to the mean, indicating a relatively symmetrical distribution of growth rates. 
Maximum (0.153 or 15.33%): The highest recorded real GDP growth rate was quite high at 15.33%, suggesting periods of significant economic expansion. Minimum (-0.018 or -1.81%): The minimum growth rate was negative (-1.81%), indicating a period of economic contraction. Standard Deviation (0.037 or 3.68%): This shows the volatility of the real GDP growth rate. A standard deviation of 3.68% around the mean of 4.32% indicates considerable fluctuations in economic growth. 
Skewness (0.539): A positive skewness suggests that the distribution of real GDP growth rates has a longer tail to the right, meaning there are more instances of higher-than-average growth rates compared to lowerthan-average rates (relative to a normal distribution). 
Kurtosis (4.049): A kurtosis value greater than 3 (the kurtosis of a normal distribution) indicates a leptokurtic distribution. This means the distribution has heavier tails and a sharper peak than a normal distribution, suggesting more extreme values (both high and low) and a more concentrated distribution around the mean. 
Jarque-Bera (2.828) with Probability (0.243): The Jarque-Bera test is a test for normality. The p-value of 0.243 is greater than the common significance level of 0.05, so we fail to reject the null hypothesis of normality for the Real GDP Growth Rate. This suggests that the distribution of the GDP growth rate data is not significantly different from a normal distribution. 
Petroleum Profit Tax (PPT): 
Mean (1.52E+12): The average Petroleum Profit Tax revenue was 1.52 trillion. This highlights the significant scale of revenue generated by this tax. Median (1.51E+12): The median being very close to the mean suggests a relatively symmetrical distribution of PPT revenue. 
Maximum (4.21E+12): The highest PPT revenue recorded was 4.21 trillion, indicating periods of very high earnings from petroleum profits. Minimum (4.28E+10): The lowest PPT revenue was 42.8 billion, showing a substantial range in PPT earnings over the study period. Standard Deviation (1.12E+12): The high standard deviation (1.12 trillion) indicates significant volatility in PPT revenue, likely influenced by fluctuations in oil prices and production levels. 
Skewness (0.329): A positive skewness suggests a slight tendency towards higher-than-average PPT revenue. Kurtosis (2.352): A kurtosis value less than 3 indicates a platykurtic distribution, meaning it has flatter tails and a wider peak than a normal distribution, suggesting fewer extreme values compared to a normal distribution. Jarque-Bera (1.065) with Probability (0.587): The p-value of 0.587 is greater than 0.05, so we fail to reject the null hypothesis of normality for PPT. The distribution of PPT revenue is not significantly different from a normal distribution. 
Oil Rent as a Percentage of GDP (OIL_RENT___GDP): 
Mean (11.11%): On average, oil rent constituted about 11.11% of Nigeria's GDP during the study period. This underscores the significant contribution of oil revenue to the overall economy. Median (11.62%): The median is close to the mean, suggesting a relatively symmetrical distribution. 
Maximum (22.05%): The highest oil rent as a percentage of GDP reached 22.05%, indicating periods where the oil sector's contribution to the economy was very substantial. Minimum (2.68%): The lowest percentage was 2.68%, highlighting periods where the oil sector's relative contribution to GDP was significantly lower. Standard Deviation (5.15%): This indicates considerable variability in the oil sector's contribution to GDP, likely driven by changes in oil prices and production. 
Skewness (0.063): A skewness close to zero suggests a fairly symmetrical distribution. Kurtosis (2.053): A kurtosis value less than 3 indicates a platykurtic distribution, suggesting flatter tails and fewer extreme values compared to a normal distribution. Jarque-Bera (1.141) with Probability (0.565): The p-value of 0.565 is greater than 0.05, so we fail to reject the null hypothesis of normality for Oil Rent as a percentage of GDP. 
Inflation (INF): 
Mean (16.72%): The average inflation rate during the study period was quite high at 16.72%, indicating significant price pressures in the Nigerian economy. Median (12.85%): The median is lower than the mean, suggesting a positively skewed distribution where there were more periods of relatively lower inflation, but the average is pulled up by some very high inflation rates. 
Maximum (72.84%): The maximum inflation rate of 72.84% is exceptionally high, indicating a period of severe inflationary crisis. Minimum (5.42%): The lowest inflation rate was 5.42%. Standard Deviation (14.30%): The high standard deviation indicates substantial volatility in inflation rates over the study period. 
Skewness (2.854): A high positive skewness indicates a distribution with a long right tail, meaning there were several periods of very high inflation that pull the mean above the median. Kurtosis (10.803): A very high kurtosis value indicates a leptokurtic distribution with very heavy tails and a sharp peak. This suggests a higher probability of extreme inflation values compared to a normal distribution. Jarque-Bera (116.829) with Probability (0.000): The p-value of 0.000 is much less than 0.05, so we strongly reject the null hypothesis of normality for Inflation. The distribution of inflation rates is significantly different from a normal distribution. 
Overall Implications are that all variables show a degree of variability, which is expected in macroeconomic time series data. This variation is necessary to study the relationships between them. Real GDP Growth Rate, PPT, and Oil Rent as a percentage of GDP appear to be normally distributed based on the JarqueBera test.  
4.3.3 Correlation matrix 
Table 4.2: Correlation Matrix of the variables in the studies 

 	 	       REAL_GDP_GR 	       PPT 	 OIL_RENT___GDP 	INF 

	REAL_GDP_GR 	 1.000000 
	 0.099611 
	 0.294153 
	          -0.369179 

	PPT 	 	            0.099611 
	 1.000000 
	-0.291248 
	          -0.317972 

	OIL_RENT___GDP 	 0.294153 
	-0.291248 
	 1.000000 
	           0.291146 

	INF 	 	 	-0.369179 
	-0.317972 
	 0.291146 
	           1.000000 


Sources:       Author’s Computation 
Note: PPT, OIL RENT_GDP, INF, and RGDP gr represent Petroleum Profit tax, Oil Rent as a percentage of GDP, Inflation, and Real GDP growth rate, respectively 
Interpretation of the Correlation Coefficients 
Correlation(r) shows the relationship between two variables as well as the nature and extent of the association. The coefficient of correlation ranges between -1 and +1, with the following sub-interpretation as follows. Weak Correlation - values between ±0.01 and ±0.29. Moderate Correlation - values between ±0.30 and ±0.49, while strong Correlation - values between ±0.50 and ±1.00. Table 4.2 above shows the correlation among the variables used in the study. 
REAL_GDP_GR and PPT (0.0996): There is a very weak positive linear correlation between Real GDP Growth Rate and Petroleum Profit Tax. This suggests that, on its own, higher PPT revenue is only slightly associated with higher economic growth. The relationship is not strong. 
REAL_GDP_GR and OIL_RENT___GDP (0.2942): There is a weak positive linear correlation between Real GDP Growth Rate and Oil Rent as a percentage of GDP. This implies that periods with higher oil rent tend to be associated with slightly higher economic growth rates. 
REAL_GDP_GR and INF (-0.3692): There is a moderate negative linear correlation between Real GDP Growth Rate and Inflation. This suggests that higher inflation tends to be associated with lower economic growth rates, which aligns with economic theory. 
PPT and OIL_RENT___GDP (-0.2912): There is a weak negative linear correlation between Petroleum Profit Tax and Oil Rent as a percentage of GDP. This might seem counterintuitive at first glance, as you might expect higher oil rent to lead to higher PPT. However, this could be due to factors like changes in tax policies, production costs affecting profit margins, or the timing of tax payments relative to the measurement of oil rent. 
PPT and INF (-0.3180): There is a weak negative linear correlation between Petroleum Profit Tax and Inflation. This suggests that higher PPT revenue tends to be associated with slightly lower inflation. This relationship could be indirect, perhaps through government spending policies or the overall economic conditions that influence both. 
OIL_RENT___GDP and INF (0.2911): There is a weak positive linear correlation between Oil Rent as a percentage of GDP and Inflation. This suggests that periods with higher oil rent tend to be associated with slightly higher inflation. This could be due to increased government spending fueled by oil revenue or demand-side pressures. 
4.3.4 Unit root  
Table 4.3: Stationarity test summary 
	Variable  
	Level Difference  
	ADF Statistic 
	P-value 
	Status 

	Inflation  
	Level  
	-10.96442 
	0.0000 
	I(0) 

	Oil rent 
	Level 
	-3.997674 
	0.0207 
	I(0) 

	PPT 
	Level 
	-3.311710 
	0.0843 
	 

	 
	First difference  
	-6.284647 
	0.0001 
	I(1) 

	Real GDP 
	Level 
	-3.176521 
	0.1088 
	 

	 
	First Difference 
	-7.281849 
	0.0000 
	I(1) 


Sources:       Author’s Computation 
Note: PPT, OIL RENT_GDP, INF, and RGDP gr represent Petroleum Profit tax, Oil Rent as a percentage of GDP, Inflation, and Real GDP growth rate, respectively 
To test for the stationarity of the variables used in the study. The study used the Augmented Dickey-Fuller with the result shown in Table 4.3 above. This shows that some data were not stationary at a level that is at the integration of order zero, I(0), but stationary after the first difference, which is I(1). With a maximum lag of 1, the observed probability values for each of the variables were compared with a 5% significance level. 
4.3.5 Cointegration text – ARDL Bound text   	 	 	 
Table 4.4 ARDL Bounds Test 	 	 	 	 	 	 	 	 
Null Hypothesis: No long-run relationships exist  	 	 	 
	F-statistic 	 3.652947 
	3 	 	 

	Critical Value Bounds  
	 	 	 

	Significance 	I(0) Bound 
	I(1) Bound 	 	 

	10% 	 	3.47 	 
	4.45 	 	 

	5% 	 	4.01 	 
	5.07 	 	 

	2.5% 	 	4.52 	 
	5.62 	 	 

	1% 	 	5.17 	 
	6.36 	 	 


Test Statistic 	Value              k 	 	 	 	 	 
Sources:       Author’s Computation 	 	 	 
The ARDL Bounds Test result provided above in Table 4.4 is crucial for determining if there's a long-run relationship (cointegration) among the variables: Real GDP Growth Rate, Petroleum Profit Tax, Oil Rent as a percentage of GDP, and Inflation.  
Null Hypothesis: The null hypothesis of the ARDL Bounds Test is that there is no long-run relationship among the variables. In other words, the variables do not move together in the long run. 
Test Statistic (F-statistic): The F-statistic value is 3.652947. This is the calculated test statistic from the ARDL model. It measures the joint significance of the lagged levels of the variables in the error correction form of the ARDL model.  
Critical Value Bounds: The table provides critical value bounds for different significance levels (10%, 5%, 2.5%, and 1%). These bounds are crucial for decision-making: I(0) Bound (Lower Bound): This assumes that all the variables in the model are integrated of order zero, meaning they are stationary at their level. I(1) Bound (Upper Bound): This assumes that all the variables in the model are integrated of order one, meaning they become stationary after taking the first difference. 
The ARDL Bounds Test is particularly useful because it doesn't require us to know the exact order of integration of each variable beforehand; it provides bounds that cover all possibilities of whether the variables are I(0), I(1), or a mixture of both. However, it assumes that none of the variables are integrated of order two [I(2)] or higher, which is correct for this research.  
Decision Rule: To determine if cointegration exists, we compare the calculated F-statistic with the critical value bounds at the chosen level of significance. Common significance levels are 5% or 10%. If the Fstatistic is greater than the Upper Bound [I(1) Bound], we reject the null hypothesis of no long-run relationship. This suggests that there is evidence of cointegration among the variables. If the F-statistic is lower than the Lower Bound [I(0) Bound], we fail to reject the null hypothesis. This suggests that there is no evidence of a long-run relationship among our variables, and lastly, if the F-statistic falls between the Lower Bound and the Upper Bound, the test is inconclusive. We cannot definitively say whether cointegration exists or not based on this test alone, warranting further investigation, such as using different lag lengths in our ARDL model or exploring other cointegration tests. 
Interpretation of the Results: The decision rule is applied to our results, assuming a common significance level of 5% 
F-statistic is 3.652947. 
The Lower Bound [I(0)] at 5% significance is 4.01. 
The Upper Bound [I(1)] at 5% significance is 5.07. 
	percentage of GDP, and Inflation in our model. 
4.3.6 Regression result  
Table 4.5: ARDL Estimation Result  
	 
	

	Dependent Variable: REAL_GDP_GR  	 
	 	 
	

	Method: ARDL  	 	 
	 
	
	

	Fixed regressors: C @TREND  
	 	 
	 
	

	Number of models evaluated: 8  
	 	 
	 
	

	Selected Model: ARDL(1, 0, 1, 0) 
	 	 
	 	 
	 	 	 	 

	Variable 	 
	Coefficient 
	Std. Error 
	t-Statistic 
	Prob.*    	 	 	 

	REAL_GDP_GR(-1) 
	0.390025 
	0.177831 
	2.193235 
	0.0392 

	PPT 	 	 
	-4.43E-15 
	1.13E-14 
	-0.390365 
	0.7000 

	OIL_RENT_GDP 
	0.002394 
	0.002065 
	1.159525 
	0.2587 

	OIL_RENT_GDP(-1) 
	0.002333 
	0.001847 
	1.263080 
	0.2198 

	INF 	 	 
	-0.000549 
	0.000510 
	-1.075584 
	0.2938 

	C 	 	 
	-0.029242 
	0.048852 
	-0.598579 
	0.5556 

	@TREND 	 
	0.001371 
	0.002197 
	0.624008 
	0.5390 

	R-squared 	 
	0.486910 
	Mean dependent var 	0.045282 

	Adjusted R-squared 
	0.346976 
	S.D. dependent var 	0.035518 

	S.E. of regression 
	0.028702           Akaike info criterion 	-4.057178 

	Sum squared resid 
	0.018124 	Schwarz criterion 	-3.727141 

	Log likelihood  
	65.82908, Hannan-Quinn criterion. 	-3.953815 

	F-statistic 	 
	3.479578 	Durbin-Watson stat 	2.402051 


Since our F-statistic (3.652947) is less than the Lower Bound (4.01) at the 5% significance level, we fail to reject the null hypothesis and conclude that there is no statistically significant evidence of a long-run relationship (cointegration) among Real GDP Growth Rate, Petroleum Profit Tax, Oil Rent as a 
Prob(F-statistic) 0.014276 	 	 	 
*Note: p-values and any subsequent tests do not account for model selection. 	 	 
Sources:       Author’s Computation 
Note: PPT, OIL RENT_GDP, INF, and RGDP gr represent Petroleum Profit tax, Oil Rent as a percentage of GDP, Inflation, and Real GDP growth rate, respectively  
REAL_GDP_GR(-1) (0.390025): This shows that a one percent increase in RGDP gr last year will bring about a 0.39 percent increase in RGDP gr in the current year.  This suggests that the previous year's GDP growth rate has a positive impact on the current year's growth rate. There is some persistence in economic growth. 
PPT (-4.43E-15): This shows that a unit increase in PPT in the current year will bring about a 443 percent decrease in RGDP gr in the current year. This is saying Nigeria's economy has not been impacted by the PPT revenue. 
OIL_RENT_GDP (0.002394): This shows that a one percent increase in “OR” in the current year will bring about a 0.002394 percent increase in RGDP gr in the current year 
OIL_RENT_GDP(-1) (0.002333): This shows that a one percent increase in “OR” in the previous year will bring about a 0.002333 percent increase in RGDP gr in the current year 
INF (-0.000549): This shows that a one percent increase in “INF” in the current year will bring about a 0.000549 percent decrease in RGDP gr in the current year. The negative sign aligns with economic theory, suggesting that higher inflation could hinder growth, but the effect is not statistically supported here. 
Model Fit Statistics 
R-squared (0.486910): This indicates that approximately 48.69% of the variation in Real GDP Growth Rate is explained by the independent variables (including lags) in the model. 
Adjusted R-squared (0.346976): This is a more conservative measure of fit that accounts for the number of variables in the model. The difference between R-squared and Adjusted R-squared suggests that some of the included variables might not be significantly contributing to the explanatory power of the model. 
S.E. of regression (0.028702): This measures the standard deviation of the residuals (the difference between the actual and predicted values of the dependent variable). A lower value indicates a better fit. 
Sum squared resid (0.018124): This is the sum of the squared residuals, which the OLS estimation aims to minimize. 
Log likelihood (65.82908): This is a measure of how well the model fits the data. Higher values generally indicate a better fit. 
Akaike info criterion (-4.057178) and Schwarz criterion (-3.727141): These are information criteria used for model selection. Lower values generally indicate a better model fit when comparing different model specifications. The ARDL(1, 0, 1, 0) was selected based on these criteria from the 8 evaluated models. 
Hannan-Quinn criterion. (-3.953815)Another information criterion for model selection also favors the selected model. 
F-statistic (3.479578) and Prob(F-statistic) (0.014276): The F-statistic tests the overall significance of the model. The p-value of 0.014276 is less than 0.05, indicating that the model as a whole is statistically significant. This means that the independent variables jointly explain a significant portion of the variation in Real GDP Growth Rate, even though some individual coefficients are not statistically significant. 
Durbin-Watson statistic (2.402051): This statistic tests for autocorrelation in the residuals. A value close to 2 suggests no significant first-order autocorrelation. The value of 2.40 is slightly above 2, which might suggest some negative autocorrelation, but it's generally within an acceptable range. 
4.3.7 ARDL Cointegrating form 
Table 4.6: ARDL Cointegration form result 
	Dependent Variable: REAL_GDP_GR  	 
	 	 
	

	Selected Model: ARDL(1, 0, 1, 0) 
	 
	
	

	Sample: 1994 2023 	 	 
	 
	
	

	Variable 	 	Coefficient 
	Std. Error 
	t-Statistic 
	Prob.    

	D(PPT)   	 	-0.000000 
	0.000000 
	-0.390365 
	0.7000 

	D(OIL_RENT___GDP) 0.002394 
	0.002065 
	1.159525 
	0.2587 

	D(INF)   	 	-0.000549 
	0.000510 
	-1.075584 
	0.2938 

	D(@TREND())  	0.001371 
	0.002197 
	0.624008 
	0.5390 

	CointEq(-1) 	 	-0.609975 
	0.177831 
	-3.430087 
	0.0024 


Cointeq = REAL_GDP_GR - (-0.0000*PPT + 0.0078*OIL_RENT___GDP  -0.0009*INF  -0.0479 + 
0.0022*@TREND ) 	 	 	 	 
Sources:       Author’s Computation 
Note: PPT, OIL RENT_GDP, INF, and RGDP gr represent Petroleum Profit tax, Oil Rent as a percentage of GDP, Inflation, and Real GDP growth rate, respectively 
These coefficients in Table 4.6 above represent the short-run effects of changes in the independent variables on the change in the dependent variable (Real GDP Growth Rate). 
D(PPT) (-0.000000): The coefficient for the first difference of PPT is very close to zero and statistically insignificant (p-value = 0.7000). This suggests that short-term changes in PPT do not have a significant immediate impact on changes in Real GDP Growth Rate. 
D(OIL_RENT___GDP) (0.002394): The coefficient for the first difference of Oil Rent as a percentage of GDP is positive but statistically insignificant (p-value = 0.2587). This indicates that short-term changes in oil rent percentage do not significantly affect changes in Real GDP Growth Rate. 
D(INF) (-0.000549): The coefficient for the first difference of Inflation is negative but statistically insignificant (p-value = 0.2938). This suggests that short-term changes in inflation do not have a significant immediate impact on changes in the Real GDP Growth Rate. 
Coefficient of the Error Correction Term [CointEq(-1)] (-0.609975): This is the crucial coefficient that indicates the speed of adjustment back to the long-run equilibrium if there is a deviation in the previous period.Coefficient Value (-0.609975): The negative sign indicates that if the Real GDP Growth Rate is above its long-run equilibrium value, it will tend to decrease in the next period to restore equilibrium, and vice versa. Statistical Significance (p-value = 0.0024): The p-value is less than 0.01 (and 0.05), which is highly statistically significant. This suggests that the error correction term is significantly different from zero, implying that there is a statistically significant adjustment process towards the long-run equilibrium. Speed of Adjustment (60.9975%): The absolute value of the coefficient (0.609975) suggests that approximately 61% of the disequilibrium in the Real GDP Growth Rate from its long-run equilibrium in the previous period is corrected in the current period. This represents a relatively fast speed of adjustment. 4.4 Text of hypothesis/Answer to research question  
The assumption under the test procedure is that when the p-value is ≤ 0.05, the null hypothesis is rejected; otherwise, the study fails to reject the null hypothesis if the p-value is > 0.05. 
Ho1.There is no correlation between the petroleum industry tax and economic development in Nigeria.  Ho2. There is no causal relationship between the petroleum industry tax and economic development  in Nigeria.  
The coefficient for the lagged Real GDP Growth Rate is positive and statistically significant (p-value = 0.0392 < 0.05). This suggests that the previous year's GDP growth rate has a positive impact on the current year's growth rate. There is some persistence in economic growth. 
The coefficient for Petroleum Profit Tax is very small and negative (- -4.43 x 10^-15). It is also statistically insignificant (p-value = 0.7000 > 0.05). This indicates that, in this model, the current level of Petroleum Profit Tax does not have a statistically significant impact on the Real GDP Growth Rate. The near-zero coefficient suggests a negligible economic effect. 
The coefficient for the current Oil Rent as a percentage of GDP is positive but statistically insignificant (pvalue = 0.2587 > 0.05). This suggests that the current level of oil rent as a percentage of GDP does not have a statistically significant impact on the Real GDP Growth Rate in this model. The coefficient for the lagged Oil Rent as a percentage of GDP is also positive but statistically insignificant (p-value = 0.2198 > 0.05). Similar to the current oil rent, the previous year's oil rent as a percentage of GDP does not significantly affect the current GDP growth rate in this model. 
The coefficient for Inflation is negative but statistically insignificant (p-value = 0.2938 > 0.05). This suggests that the current level of inflation does not have a statistically significant impact on the Real GDP Growth Rate in this model. The negative sign aligns with economic theory, suggesting that higher inflation could hinder growth, but the effect is not statistically supported here. 
4.5 Summary of the Findings 
This study examined the impact of the Petroleum Industry Tax on the economic development of Nigeria, using the Real GDP Growth Rate as the proxy for economic development. The analysis employed the Autoregressive Distributed Lag (ARDL) estimation technique to explore both the short-run and long-run dynamics among the variables: Petroleum Profit Tax (PPT), Oil Rent as a percentage of GDP (OIL_RENT_GDP), and Inflation (INF), over the period 1994 to 2023. 
The ARDL estimation result revealed that the lagged value of Real GDP Growth Rate (REAL_GDP_GR(1)) is positive and statistically significant at the 5% level, with a coefficient of 0.390025 and a p-value of 0.0392. This indicates that Nigeria’s economic growth exhibits persistence, as previous years’ growth positively influences the current year's growth. This finding aligns with economic theory, suggesting that output growth tends to be serially correlated over time in developing economies. 
However, the coefficient for Petroleum Profit Tax (PPT) was extremely small and negative (−4.43 × 10¹⁵), and statistically insignificant with a p-value of 0.7000. This suggests that petroleum tax revenue has no meaningful or statistically discernible impact on economic growth in the short run. The negligible magnitude of the coefficient also indicates that, even in economic terms, the contribution of petroleum tax to real GDP growth is virtually zero within the period under review. This implies that although the petroleum sector contributes substantially to government revenue, such revenues may not be effectively translated into economic development outcomes. 
Similarly, the coefficients for Oil Rent as a percentage of GDP (OIL_RENT_GDP), both in current and lagged forms, were positive but statistically insignificant, with p-values of 0.2587 and 0.2198, respectively. This finding shows that while oil rents might have a positive association with GDP growth, their effect is not strong enough to be statistically validated. It could suggest inefficiencies in the management and allocation of oil rents within the Nigerian economy or that other structural and policy factors moderate the link between oil-derived revenues and economic growth. 
The inflation rate (INF) also recorded a negative coefficient, which conforms to macroeconomic theory, indicating that rising inflation can suppress economic growth. However, its effect was statistically insignificant (p-value = 0.2938), suggesting that inflationary pressures, although harmful, do not have a statistically validated direct impact on real GDP growth in this model. 
The ARDL Cointegration form presented further insights into the dynamic relationship between the variables. While the short-run coefficients for changes in PPT, oil rent, and inflation remained statistically insignificant, the Error Correction Term (CointEq(-1)) was statistically significant with a coefficient of 
−0.609975 and a p-value of 0.0024. The negative and significant error correction term confirms the existence of a long-run relationship among the variables, indicating that approximately 61% of any disequilibrium in Real GDP Growth from the long-run equilibrium is corrected in the subsequent period. This means that although short-run effects are weak, there is a stable long-term equilibrium connection between petroleum tax, oil rent, inflation, and economic development. 
From the hypothesis testing, the study failed to reject the first null hypothesis (Ho1), which states that there is no correlation between Petroleum Industry Tax and economic development in Nigeria, due to the statistical insignificance of the PPT coefficient. Likewise, the second hypothesis (Ho2), which proposes no causal relationship between the Petroleum Industry Tax and economic development, was also not rejected. Although the model showed evidence of long-run equilibrium adjustment, there was no evidence of a direct short-run causal link between petroleum tax revenue and economic growth. 
The findings suggest that petroleum-related revenues, particularly Petroleum Profit Tax, do not significantly drive economic development in Nigeria, especially in the short term. Despite the country’s heavy reliance on petroleum for revenue generation, the study reveals a disconnect between resource inflows from the sector and measurable improvements in economic growth. This underscores the need for better fiscal governance, strategic reinvestment of oil revenues, and diversification of the economy to achieve sustainable economic development. 
 
 
 
 
CHAPTER FIVE


5.1 SUMMARY 

This study aimed to examine the impact of petroleum industry act on the economic development of Nigeria, and determine the casual relationship between petroleum industry and economic development in Nigeria. This study's population comprises variables like real GDP growth rate (RGDP gr), oil rent (OR), petroleum profit tax (PPT), and inflation (INF). Their relevance to the study's goals and issue, as well as the availability of all the data needed for the study, served as the selection criteria. Data was sourced from the Central Bank Economic Report, Statistical Bulletin, Federal Inland Revenue Service Tax and Statistic report, National Bureau of Statistics (NBS), and World Bank Open data covering the period of 30 years from 1994-2024. The Autoregressive Descriptive lag model (ARDL) was used to explain the impact of petroleum industry tax on the economic development of Nigeria. The lagged Real GDP Growth Rate has a positive and statistically significant coefficient.This implies that the growth rate of the GDP this year is positively influenced by the growth rate of the GDP last year. In terms of economic growth, there is some persistence.
Petroleum Profit Tax has a very modest negative coefficient. Additionally, it is statistically  suggested that the current amount of petroleum profit tax has no statistically significant effect on the real GDP growth rate in our model. A small economic impact is shown by the nearly zero coefficient. Although statistically insignificant, the coefficient for the present oil rent as a percentage of GDP is positive.. This implies that the Real GDP Growth Rate in this model is not statistically impacted by the current amount of oil rent as a proportion of GDP. The lagged oil rent as a percentage of GDP has a positive coefficient as well, although it is not statistically significant . Similar to the current oil rent, this model shows that the oil rent from the prior year as a percentage of GDP has no discernible impact on the current GDP growth rate.
Despite being statistically insignificant, the inflation coefficient is negative.. This implies that the Real GDP Growth Rate in this model is not statistically impacted by the current rate of inflation. Although the effect is not statistically supported, the negative sign is consistent with economic theory, indicating that higher inflation may impede growth.  
5.2 CONCLUSION
This study has comprehensively investigate the relationship between petroleum industry tax and economic development of Nigeria using the Real GDP Growth Rate as the proxy for economic development. The analysis employed the Autoregressive Distributed Lag (ARDL) estimation technique to explore both the short-run and long-run dynamics among the variables: Petroleum Profit Tax (PPT), Oil Rent as a percentage of GDP (OIL_RENT_GDP), and Inflation (INF), over the period 1994 to 2023. Based on the findings, The ARDL estimation result, the lagged value of the Real GDP Growth Rate (REAL_GDP_GR(-1)) is positive and statistically significant at the 5% level,. This suggests that Nigeria's economic growth is persistent, as the growth of prior years positively impacts the growth of the current year. This finding is consistent with economic theory, which suggests that output growth in developing economies tends to be serially correlated over time. However, the Petroleum Profit Tax (PPT) coefficient was statistically insignificant and minuscule. This implies that the short-term effects of petroleum tax collection on economic growth are negligible and not statistically significant. Even in economic terms, the petroleum tax's contribution to real GDP growth during the reviewed period is essentially zero, as indicated by the coefficient's insignificant value. This suggests that even if the petroleum industry makes a significant contribution to government income, such funds might not be efficiently converted into results for economic development. However, the Petroleum Profit Tax (PPT) coefficient was insignificant and statistically insignificant.. This suggests that there are minimal and non-statistically significant short-term impacts of petroleum tax collection on economic growth. The coefficient's negligible value shows that, even in economic terms, the petroleum tax's contribution to real GDP growth over the analyzed period was virtually zero. This implies that even though the petroleum sector contributes significantly to government revenue, those monies may not be effectively transformed into outcomes for economic growth. The inflation rate (INF) also recorded a negative coefficient, which conforms to macroeconomic theory, indicating that rising inflation can suppress economic growth. However, its effect was statistically insignificant  suggesting that inflationary pressures, although harmful, do not have a statistically validated direct impact on real GDP growth in this model.
5.3 RECOMMENDATION
The following are the recommendations channeled at each of the key variables of interest
as stipulated by the topic the impact of petroleum industry tax on the economic development of Nigeria.

1. 1. Make aggressive utilization of petroleum tax income to advance and assist other important economic sectors, including manufacturing, solid minerals, technology, and agriculture. This can be achieved through sector-specific infrastructure development, incentives, and targeted investments.





2.To create an environment that supports sustainable economic growth, a significant portion of petroleum tax money should be carefully allocated to human capital development (healthcare, education) and vital infrastructure (electricity, transportation, etc.).

3. A stable economic climate, increased local production, and foreign investment can all result from implementing comprehensive fiscal policy reforms that follow global best practices. One positive step is the pending tax revisions intended to reduce inefficiencies and encourage investment.

4. Enhance security in the Niger Delta and make investments in exploration and production. In addition to increasing production from already-existing oil fields and finding new ones, this will lessen theft, vandalism, and militant attacks on oil installations that aid in satisfying OPEC allocation quotas and, consequently, raise oil rent.

5. Give government representatives who negotiate, oversee, and implement petroleum tax laws and agreements ongoing training and development opportunities.
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