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CHAPTER ONE 
INTRODUCTION
1.1 Background to the Study 

Revenue generation is a critical component of government operations, particularly at the state level where resources are needed to finance developmental projects, provide essential services, and ensure the smooth running of administrative functions. One of the major sources of internal revenue for state governments in Nigeria is the Personal Income Tax, which is levied on individuals, including salaries, wages, fees, allowances, and other income from employment and business operations.

According to Olaoye (2018), personal income tax is a significant and steady source of income for state governments, especially in a federal system where states are expected to independently generate a portion of their budgetary requirements. The consistent and effective collection of personal income tax not only enhances a state’s financial capacity but also promotes fiscal autonomy and accountability.

Despite the potential of personal income tax as a major revenue stream, many state governments face challenges in maximizing its benefits due to issues such as tax evasion, poor record-keeping, lack of public awareness, and inefficiencies in tax administration (Ola & Adeyemo, 2019). In addition, the informal nature of many businesses in Nigeria makes it difficult to track and assess individual incomes for tax purposes, thereby undermining revenue collection efforts.

As Ayuba (2014) notes, the effectiveness of personal income tax in revenue generation largely depends on the commitment of the tax authorities, the enforcement of tax laws, and the willingness of citizens to comply. This study, therefore, seeks to examine the impact of personal income tax on the revenue generation capacity of state governments, using empirical data and analysis to determine its effectiveness and suggest improvements.

Taxation is a means of pulling out resources from the private sector of the economy in order for the government to cover the cost of providing public goods and services, law and order, security, health care, education, among others. Revenue from taxation generally constitutes a substantial part of the total revenue of the governments; taxation has become an important instrument of revenue generation in every nation’s economy. Adesina (2015) asserted that taxation is a charge imposed by the government authority upon income, profits and gains of individuals or companies to raise public revenue. This can also imply that taxes are compulsory payment imposed by legislation. Running a government business is associated with funds and much revenue is needed to plan, execute and run government activities at the state level. The needed revenue generated for running government activities could either be obtained internally or externally. The rapidly increasing demand for modern government’s calls for effective collection of revenue because it is the life wire from which every government derives the needed fund to carry out government recurrent expenditure. Osisami (2019) cited in Adesoji and Chike (2017) states that there are basically two sources of revenue that accrue to the government. These include internal sources and revenue allocation from the external sources. Internal sources are those revenues that are derived within the state from various sources such as taxes (pay as you earn, direct assessment, road taxes and capital gain tax of individuals) among others. While the statutory allocation from Federation Account, Value Added Tax, Excess Crude Oil Account and Subsidy Reinvestment Account constitute the external sources to the states in Nigeria. 

State governments generate revenues from taxes such as the personal income tax, corporate income tax, sales tax, excise tax, and property tax for funding public programs. Tax fairness, which is a measure of a taxpayer’s ability to pay, can be determined to be either progressive, regressive, or proportional. Taxes such as sales, excise, and property taxes are regressive and require middle- to low-income earners to pay a much greater share of their income in taxes. Personal income and corporate taxes are progressive and require low- to middle-income earners to pay a fair share of their income in taxes. Almost every state relies on some combination of regressive, proportional, and progressive taxes. In adding these taxes together, the overall progressivity or regressivity of a tax system is determined by (1) the degree of progressivity or regressivity of each tax within the system and (2) how heavily a state relies on each tax (Olaofe, 2018).
1.2 Statement of the Problem
Despite the critical role of personal income tax in enhancing the revenue base of state governments, the Kwara State Government continues to struggle with optimizing its internally generated revenue (IGR) through this source. The Kwara State Internal Revenue Service (KWIRS) faces several challenges that hinder the efficient collection and utilization of personal income tax, leading to insufficient funding for public services and developmental projects.
Key issues contributing to this problem include inadequate taxpayer compliance, inefficient tax administration, lack of modern technology in tax collection, and limited public awareness about the benefits of personal income tax. Furthermore, there are concerns about corruption, poor enforcement mechanisms, and the inability of KWIRS to capture the full tax base, particularly among informal sector workers.
As a result, personal income tax collection remains below its potential, significantly affecting the state government's ability to meet its financial obligations and improve infrastructure and social services. This underperformance in revenue generation has led to over-reliance on federal allocations, which restricts the state’s financial autonomy and limits its capacity for economic growth and development.
This study seeks to investigate the impact of personal income tax on the revenue generation of Kwara State, with a focus on identifying the challenges faced by the KWIRS and proposing solutions to enhance the tax system's efficiency and effectiveness.
1.3 Objectives of the Study

The primary objective of this study is to evaluate the impact of personal income tax on the revenue generation of Kwara State. The specific objectives include:
1. To assess the contribution of personal income tax to the internally generated revenue (IGR) of Kwara State.
2. To identify the key challenges faced by the Kwara State Internal Revenue Service (KWIRS) in the administration and collection of personal income tax.
3. To evaluate the level of taxpayer compliance in Kwara State and the factors influencing compliance behavior.
4. To examine the effectiveness of the tax policies and strategies implemented by KWIRS in enhancing personal income tax collection.
1.4 Research Questions
1. To what extent does personal income tax contribute to the internally generated revenue (IGR) of Kwara State?
2. What are the major challenges faced by the Kwara State Internal Revenue Service (KWIRS) in the effective collection and administration of personal income tax?
3. What is the level of taxpayer compliance in Kwara State, and what factors influence the compliance behavior of taxpayers?
4. How effective are the current tax policies and strategies implemented by KWIRS in enhancing personal income tax collection?
1.5 Research Hypotheses
H₀: Personal income tax does not significantly contribute to the internally generated revenue (IGR) of Kwara State.
H₁: Personal income tax significantly contributes to the internally generated revenue (IGR) of Kwara State.
H₀: The challenges faced by the Kwara State Internal Revenue Service (KWIRS) do not significantly hinder the effective collection and administration of personal income tax.
H₁: The challenges faced by the Kwara State Internal Revenue Service (KWIRS) significantly hinder the effective collection and administration of personal income tax.
1.5 Significance of the Study

This study is significant for various stakeholders, as it provides essential insights into the personal income tax system of Kwara State and its role in enhancing revenue generation. The study will provide vital information on the contribution of personal income tax to the state's internally generated revenue (IGR). This can help policymakers in Kwara State make informed decisions to improve tax policies and enhance revenue collection strategies, reducing the state’s dependence on federal allocations. The study will identify the challenges faced by KWIRS in tax collection and administration. By highlighting these issues, the study will provide recommendations for improving the efficiency, effectiveness, and transparency of the service, leading to better compliance and enhanced revenue generation. By examining the factors that influence taxpayer compliance, this study will contribute to the creation of awareness about the importance of paying personal income tax and its role in societal development. It could lead to increased civic responsibility and voluntary compliance. It also improved collection of personal income tax can significantly boost Kwara State’s financial independence, allowing for better funding of developmental projects such as infrastructure, healthcare, and education. This, in turn, will contribute to the economic growth and overall development of the state.
1.6 Scope of the study

This study focuses on the impact of personal income tax on revenue generation in Kwara State, Nigeria, with particular emphasis on the role of the Kwara State Internal Revenue Service (KWIRS) in tax collection and administration. The study will be confined to Kwara State, Nigeria, specifically focusing on the activities of the Kwara State Internal Revenue Service (KWIRS), which is responsible for collecting personal income tax within the state. The research will focus on key stakeholders involved in the personal income tax system, including tax administrators from KWIRS, policymakers from the Kwara State Government, and a sample of taxpayers in the state.
1.7 Limitations of the Study: 

The study will be limited to personal income tax collection and administration in Kwara State and will not cover other forms of taxation (e.g., corporate tax, VAT, customs duties). Additionally, limitation encounter by the research during the work is the problem of time constraint problem of finances and there was not much resources to gather all the necessary information needed and also not much resource to purchase all relevant material need and the most serious problem was the non-challant of respondent to questionnaire given.
1.8 Definition of Terms
1. Personal Income Tax (PIT): A tax levied by the government on the income of individuals, which includes wages, salaries, dividends, and other earnings. It is paid by the residents of the state based on their earnings within the state, and it contributes significantly to the state’s internally generated revenue.
2. Internally Generated Revenue (IGR): Revenue that is generated by the state government through its own resources, primarily from taxes, fees, and levies, as opposed to allocations from the federal government. In this context, personal income tax is a key source of IGR.
3. Tax Compliance: The degree to which taxpayers in Kwara State adhere to tax laws, including timely and accurate filing of tax returns and payment of taxes due. Factors affecting compliance include enforcement, awareness, and incentives.
4. Tax Evasion: The illegal act of intentionally avoiding paying taxes through deceitful means, such as underreporting income, falsifying records, or failing to file tax returns. Tax evasion significantly reduces the revenue available to the state.
5. Tax Administration: The process by which the state government, through KWIRS, manages the collection, assessment, enforcement, and auditing of taxes. Effective tax administration ensures the efficient collection of taxes and contributes to the state’s revenue generation.
6. Tax Policy: The set of rules, guidelines, and laws formulated by the government to govern the taxation system, including tax rates, exemptions, and procedures for assessment and payment. Tax policies play a crucial role in shaping the efficiency and effectiveness of tax collection.
7. Revenue Generation: The process of earning income for the government, particularly through taxes and other financial instruments, to fund public services, infrastructure, and development projects.
CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction 

This chapter is guided by conceptual analysis of the concepts of public finance; basically focus on tax payment (with special focus on personal income tax) and the expenditure. Theoretical analysis cum the empirical review all were dully interpolated in this chapter leading the ladder to the gap in the literature, were all inculcated in this chapter 
2.2 Conceptual Framework 
2.2.1What is Personal Income Tax? 

An income tax is a tax imposed on individuals or entities that varies with respective income or profits. Income tax generally is computed as the product of a tax rate times taxable income. Taxation rates may vary by type or characteristics of the taxpayer. The tax rate may increase as taxable income increases. 

An income tax is a tax that governments impose on income generated by businesses and individuals within their jurisdiction. By law, taxpayers must file an income tax return annually to determine their tax obligations. Income taxes are a source of revenue for governments. They are used to fund public services, pay government obligations, and provide goods for citizens. Certain investments, like housing authority bonds, tend to be exempt from income taxes. 

Most countries employ a progressive income tax system in which higher-income earners pay a higher tax rate compared to their lower-income counterparts. The United States imposed the first income tax during the War of 1812. Its original purpose was to fund the repayment of a $100 million debt incurred from war-related expenses. After the war, the tax was repealed and then reinstated during the early 20th century. 

In the United States, the Internal Revenue Service (IRS) collects taxes and enforces tax law. The IRS employs a complex set of rules and regulations regarding reportable and taxable income, deductions, credits, et al. The agency collects taxes on all forms of income, such as wages, salaries, commissions, investments, and business earnings. 

The personal income tax the government collects can help to pay for programs and services such as Social Security, national security, schools, and roads. 
KEY TAKEAWAYS 
• Income taxes pay for several programs and services such as Social Security and Medicaid. 
• Individual income tax is also known as personal income tax. 
• Business income taxes apply to corporations, partnerships, small businesses, and people who are self-employed. 
Individual Income Tax 

Individual income tax is also referred to as personal income tax and is levied on wages, salaries, and other types of income. This tax is usually a tax the state imposes. Because of exemptions, deductions, and credits, most individuals do not pay taxes on all of their income. The IRS offers a series of deductions (e.g. deductions for health care, investments and education expenses) which taxpayers use to reduce their taxable income. For example, if a taxpayer earns $100,000 in income and qualifies for $20,000 in deductions, the taxable income reduces to $80,000 ($100,000 - $20,000). Tax credits are used to reduce the taxpayer's tax obligation or amount owed. To illustrate, if an individual owes $20,000 in taxes but qualifies for $4,500 in credits, his tax obligation reduces to $15,500 ($20,000 - $4,500). 

Businesses pay income taxes on their earnings; the IRS considers corporations, partnerships, self-employed contractors, and small businesses as taxable entities. These entities report their business income and then deduct their operating and capital expenses. The difference is their taxable business income. 
Most U.S. states also levy income taxes. As of 2019, there are seven states with no income tax: Alaska, Florida, Nevada, South Dakota, Texas, Washington, and Wyoming. Alike these seven, New Hampshire and Tennessee do not tax earned income; however, they do tax interest and dividend income. 
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The study was aimed at finding out the impact of taxation on revenue generation in Nigeria, with reference to Ilorin, Kwara State Nigeria and some selected states in the country. Attempt is also made in the study (through the means of secondary data) at highlighting the concept and nature of taxation, objectives of taxation, features in Nigerian tax system, taxation as a tool for wealth creation and employment, classification of taxes, Nigeria’s major taxes and other issues that relate to taxation. 
2.2.2 Tax Revenue 

Tax revenue is the income that is gained by governments through taxation. Taxation is the primary source of income for a state. Revenue may be extracted from sources such as individuals, public enterprises, trade, royalties on natural resources and/or foreign aid. An inefficient collection of taxes is greater in countries characterized by poverty, a large agricultural sector and large amounts of foreign aid. Just as there are different types of tax, the form in which tax revenue is collected also differs; furthermore, the agency that collects the tax may not be part of central government, but may be a third party licensed to collect tax which they themselves will use. 

For example, in 10 the UK, the Driver and Vehicle Licensing Agency (DVLA) collects vehicle excise duty, which is then passed unto HM Treasury. Tax revenues on purchases come in two forms: "tax" itself is a percentage of the price added to the purchase (such as sales tax in U.S. states, or VAT in the UK), while "duties" are a fixed amount added to the purchase price (e.g., for cigarettes). In order to calculate the total tax rose from these sales, we must work out the effective tax rate multiplied by the quantity supplied. Taxation was a key task in any country as it advances state capacity and accountability. Charles Tilly identifies taxation as a form of extraction that allows the state to execute its primary functions: public policies (education, infrastructures, health care), state making, and protection. Taxation became indispensable in Western Europe, when countries needed to fund wars in order to survive. 

This European model was later exported all around the world. Today, the level of taxation is used as an indicator of state capacity. Developed countries raise more taxes and therefore are able to provide better services. At the same time, the high taxation forces them to become accountable with their citizens, which strengthens the democracy. The effect of a change in taxation level on total tax revenue depends on the good being investigated, and in particular on its price elasticity of demand.  Where goods have a low elasticity of demand (they are price inelastic), an increase in tax or duty will lead to a small decrease in demand—not enough to offset the higher tax rose from each unit. Overall tax revenue will therefore rise. Conversely, for price-elastic goods, an increase in tax rate or duty would lead to a fall in tax revenue. 

The Laffer curve theorises that, even for price-inelastic goods (such as addictive necessary items), there will be a tax revenue maximizing point, beyond which total tax revenue will fall as taxes increase. 
This may be due to: 
1. A cost limit on what can actually be afforded 
2. The existence of expensive substitutes (which become less expensive) 
3. An increase in tax evasion (e.g., through the black market) 
4. The shrinking of business caused by increased taxes 

The Laffer curve, however, is not universally accepted; Paul Krugman referred to it as "junk economics". 

A limiting factor in determining the government budget is the capacity to tax. Per capita income (PCI) is the most often used measure of relative fiscal capacity. But this measure fails to base tax capacity computation on other important tax bases like the sales and property tax and corporate income taxes. A representative tax system should assess the level of personal income, the value of retail sales and the value of property to compute fiscal capacity. To do so the average tax rate for each base is computed by dividing the total revenue derived by the total value of the base. Thus, as an example, income taxes collected would be divided by total income to yield a rate of taxation. 

The averages of each tax base can be used in comparison to other states or communities, that is, the average of other states or communities, to determine whether or not a government compares favorably regionally or nationally. A state or community's standing on these various bases may affect its ability to attract new industry. The resulting rates, high or low in comparison, can become targets for change. The mission of revenue administration is to provide prudent and innovative revenue, investment and risk management and to regulate the use of government capital. There are four core responsibilities for the revenue administrator: 
1. Manage and invest financial assets prudently 
2. Administer tax and revenue programs fairly and efficiently 
3. Manage risk associated with loss of public assets 
4. Regulate capital expenditure 

New real estate development may not only enhance the economic base of a state or community, and it may also expand the tax base. It is not always the case, however, that new developments, especially if not properly planned, can in the aggregate, have a negative impact on the tax base. Economic development traditionally focuses on such things as job generation, the provision of affordable housing, and the creation of retail centers. Tax base expansion focuses primarily on maintaining and enhancing real estate values within the municipality. Municipalities tend to pursue economic development with religious fervor and often do not think strategically about the overall real estate impacts of their economic development initiatives. Yet the existing tax base in almost every municipality throughout the United States is an important source of revenue for funding municipal and school expenditures. 

For public sector officials it is important to recognize the potential for a conflict between these two distinct, yet overlapping areas of public policy, and to establish procedures to achieve the proper balance in this regard. For real estate investors it is important to recognize when public policy is not fully cognizant of the impact of its actions on the real estate market, because of the potential negative impact on property values. 

In summary, the concept of tax base management is really one of asset management and is particularly important in U.S. states where municipalities derive much of their revenue from their real estate assessments. City officials in Concord, New Hampshire found that a five percent overall increase in the assessed value of existing property would have the same impact on the tax rate as the addition of 2,000,000 square feet (190,000 m2 ) of new industrial property or 1,000,000 square feet (93,000 m2 ) of new office/R&D development, both of which are likely to take fifteen or more years to realize. 
2.2.3 The relationship between personal income tax and government expenditure 

The relationship has continued to generate series of debate among scholars. Government expenditure occurs on every level of government irrespective of local, state, and federal. Government. Government expenditure is classified into government consumption, government investment and transfer payments. Government consumption is refers to government purchases of goods and services for current use, decrease in federal allocation and excess crude oil. Besides, there is increasing need to provide both internal and external security for the people in the state. All these government expenditure must be financed through a variety of methods. 

One of the methods used by Oyo state government to finance government expenditure is Personal income tax. In an attempt to fulfill the government responsibilities and to cater for rising expenditure, government may increase taxes. Higher income tax discourages individual from working for long hours or even searching for jobs. This in turn reduces income and aggregate demand. In the same vein, higher profit tax tends 13 to increase production costs and reduce investment expenditure as well as profitability of firms. Arising government expenditure which can be translated to meaningful growth and development in the state can be absolutely financed and traced to effective utilization of personal income tax. Tanzi (1994) observes that fiscal policy applies to the use of fiscal instruments (taxation and spending) to influence the working of the economic system in order to maximize economic welfare with the overriding objective of promoting long-term growth of the economy. 
2.3 Theoretical framework 
2.3.1 Martins and George Theory of Tax Rate 

Martin and George (2003) analyzed several tax rates and expenditure categories and concluded hat the tax system has a direct impact on the growth rate of the economy of a country. Furthermore, Tracy and Kester (2009)investigated the interrelationship between total government expenditure and total tax revenue in Barbados applying Granger Causality on both bivariate and multivariate co-integrating models. The result of the multivariate error correction model suggests that a unidirectional causality exists from tax revenue to government expenditure. Emelogu and Uche (2010) studied the relationship between government revenue andgovernment expenditure in Nigeria using time series data from 1970 to 2007. They utilized theEngel-Granger two-step co-integration technique, the Johansen cointegration method and theGranger causality test within the Error CorrectionModeling (ECM) framework and found a long-runrelationship between the two variables and aunidirectional causality running from government exists from tax revenue to government expenditure.

Emelogu and Uche (2010) studied the relationship between government revenue and government expenditure in Nigeria using time series data from 1970 to 2007. They utilized the Engel-Granger two-step co-integration technique, the Johansen co-integration method and the Granger causality test within the Error Correction Modeling (ECM) framework and found a long-run relationship between the two variables and unidirectional causality running from government revenue to government in Nigeria. 

Ogujiuba and Abraham (2012) also examined the revenue-spending hypothesis for Nigeria using macro data from 1970 to 2011. Applying correlation analysis, granger causality test, regression analysis, lag regression model, vector error correction model and impulse response analysis, they report that revenue and expenditure are highly correlated and that causality runs from revenue to expenditure in Nigeria. The vector error correction model also proves that there is asignificant long run relationship between revenue and expenditure. Taghav1 and Ebrahim (2013)show that the influence of government´s expenditures and taxes on employments and consumption in Iran. They have estimated the pattern of Iran´s economy by using VAR method. 

The results have shown that a positive shock in government´s expenditure increases employment rate and consumption, while the negative shock reduces the consumption and the rate of employment. 

Easterly and Rebelo (1993) emphasized the importance of government policy (activity) in economic growth. They laid emphasis on the composition of public expenditure rather than its level and in that vein felt that the productive government expenditure has an effect while the unproductive government expenditure has no effect. But the problem is to identify which government expenditure is unproductive before the spending. This implies that government expenditure and composition of government expenditures are important determinants of growth. On the other hand, there seems to be a direct link between budget policy and growth, and this has primarily been associated with tax policy. The structure of taxation could have important implication for growth. The empirical evidence of the impact of various aspect of tax policy on growth has so far been mixed. 

Easterly and Rebelo (1993) pointed out that a major difficulty in isolating the impact of tax on growth arises because key non-tax variables such as public expenditure that are often not independent of tax policy can also affect growth. Balanchard and Perotti (1999) have revealed a positive government spending shocks as having a positive effect on output, and positive tax shocks as having a negative effect.


The multipliers for both spending and tax shocks are typically small. Turning to the effects of taxes and spending on the components of GDP, one of the results has a distinctly nonstandard flavor: Both increases in taxes and increases in government spending have a strong negative effect on investments pending. 
Taghavee and Rezaei have shown that the influence of government´s expenditures and taxeson employments and consumption in Iran. They have estimated the pattern of Iran´s economy byusing VAR method. The results have shown that a positive shock in government´s expenditure increases employment rate and consumption, while the negative shock reduces the consumption and the rate of employment. 

Maghyereh and Sweidan (2004) examined tax spend, spend-tax and fiscal synchronization hypothesis for Jordan using annual time series data from 1969 to 2002. The authors used real GDP as control variable along with real government expenditures and real government revenues and Granger causality test based on Multivariate ECM. They conclude evidence in favor of bidirectional causality between revenue and expenditure. The result also suggests that there is long-run interdependence between output and fiscal variables indicating effectiveness of fiscal policy in Jordan. 

Mohsen and Abbasal (2014) investigate the relationship between government revenue and government expenditure in IRAN by using annual data and applying the Toda - Yamamoto Grange causality test for the period of 1978 to 2011. it is an important issue for this country but scare empirical literature available on this issue for IRAN. The research uses the annual time series of data which is obtained from the website of Central Bank.
2.3.2 Laffer Theory of Taxation 

According to Arthur Laffer, there is a positive relationship between tax revenue and tax rates, diagram will clarify the explanation better. Laffer curve from the graphic concept above do not originates from zero. Meaning that, there is no zero rates ever found in the economy. Zero rate will attracts zero revenue. Also, from the diagram, over- rated tax to 100 tax rate level on the X-axis, will only attracts zero revenue. 

Laffer curve is exhibiting positivism and negativism together. Dr. Mammahan sigh a onetime minister of finance in India opined that, the lower the tax rate, the higher the tax revenue. According to him, reducing taxes to payers will induce tax payers to pay. It also, discourages tax evaders and various tax shelters in the economy culminating more revenue in the economy. This will boost many people into paying taxes resulting into booming Government revenue. Lower tax rates will boost investment; exemption from tax will increase productivity and increase productivity will also increase economic growth in the country and ultimately reduce unemployment and Government transferred payments, such as unemployment allowances. 

Arthur Lafferlay stress on points A, B, C which increment in tax rate could be favourable, but beyond point C is diminishing returns. Meaning that increase in tax rate, after the optimum point is attained will dwindle the country’s revenue. President Reagan of USA was prominent in tackling stagflation. He came into power in 1981. He met stagflation that posed a major concern among policy-makers. Reagan recommended four key pillars to tackle stagflation; he succeeded in bringing stagflation into its demise in his own reign. The four fold pillars were named after him as Reaganomic economics.
Reaganomics 4 pillars 
1. Cutting-down tax rates. 
2. Slowing down the growth of Government expenditures. 
3. Curtailing the burdens of regulations. 
4. Reducing the growth of money supply. 

Dr. Baumol and Blinder criticised that concentration on the supply side excluding the demand side does not hold a true test of empirical evidence. 

As defined earlier in this chapter, stagflation refers to a situation whereby, a high rate of inflation occurs simultaneously with a high rate of employment. The existence of high rate of unemployment means the decline in the GNP, while high rate of inflation means the rapid increase in the price- level.

The term “Stagflation” is a coined terminology that emerged in the 1970s. The hike in the price of oil (i.e, OPEC) in (1973-75) brought back recession in the economy in 1974. The 1974 recession is the worst recession since the one that occurred in the 1930. Consequently, it is been accompanied with high rate of unemployment and high rate of inflation. The two monsters were in operation concordantly in order to bring the economy down. After the recovery from recession that occurred in 1975, again another recession occurred in1979 in Britain, France, Germany, India and most part of developed world. The 1979 recession was due to a revolution in Iran that created crises in the world of oil markets. OPEC doubled the price of oil 4times what it used to be in 1973-1975. The hike in oil prices had triggered costpush inflation. Cost-push inflation, ( (remember it is also known as the supply side inflation). Let’s see how it looks like in a diagram From the diagram, it can be seen clearly that, a shifts in the aggregate-supply over a constant demand; due to cost of raw materials, will cause a decline in the GNP and increase in price.
Causes of Stagflation 
1. Adverse supply shock. 
2. Inflationary expectations 

It is imperative to note that; stagflation came to it’s demise in (1982- 88) The two bouts of stagflation was in (197-75) and (1979-81). However, due to favourable-supply-shocks that emerged in (1982-1988) that witnessed great decline in the price of oil by OPEC in this period. The aggregate supply curve shifts rightwards bringing fall in inflation and rise in the GNP. Apart from the afore-mentioned factor, tight monetary policy by the central bank brought about restrain in price hike, the eagerness to manage small wages, foreign competition etc are still some of the causes of stagflation. The year (1982-1983) marked the periods where stagflation fell down from the economy. 

The propounder of this theory is called Dr. Arthur Laffer. Keynesians economists were born in the 1930s great depression coupled with other prominent economists like Dr. Milton Friedman, A.W. Philips etc. Their propositions were to cure the problems of inflation cum unemployment. The Keynesians recommended a revamp of aggregate demand via Government expansionary fiscal and monetary policies. Suffice to say this that, the demand side economics could not solve the problem caused by stagflation. That is, the simultaneous occurrence of inflation and unemployment at the same time. 

Dr. Arthur Laffer opined that, Keynesians economists could not help tackle the problem of stagflation due to over-reliance on the demand-side economics. The supply-side economics due to high cost of raw materials or cost of productions brought about the backdrop on the Keynesians economists. See the graphic concept below. 

From the graphic concept above, shifts in aggregate supply curve due to (high cost of production) to the right-side has caused a twist in the equilibrium level from EO to EI. T he implication of this twists is the simultaneous increase in unemployment rate cum inflation rate in the economy. 
There are five major propositions of supply-side economics. They are the major causes of stagflation in the 1970s. 
1. Taxation and labour-supply. 
2. Incentives to save and invest. 
3. cost- push effect of the tax wedge 
4. Underground economy. 
5. Tax revenue and Arthur Laffer curve. 
1. The threats of inflation on the demand side particularly, the effects of taxation which is over clamoured can still cause inflation and consequently unemployment.
2. Increase in budget deficits propagated by Reagan could increase the underground economic activities, thereby rending tax revenue ineffective. 
3. The last but not the least criticism is the effect of supply side economy on distribution of income. Income inequalities will be increased.
 2.4. Empirical Review 

Accordingly, “macroeconomic and structural developments of the 1980/90s, requiring innovative strategies to stimulate endogenous growth in redundant or marginal areas” (Gordon and McCann 2000) could be among the major reasons for the success of respective concepts. 

Therefore, rather than being grounded in a sound theoretical basis or on confirmed empirical observations, the idea of endogenous development seems to be a normative reaction towards an exogenously driven development that was perceived as a “dependent”, “distorted” “destructive” and “dictated development” (Lowe et al. 1998) after some years of experiences with changes of location 15 Paper presented at the 4th International Summer Conference in Regional Science, Dresden, June 30 – July 1, 2011 of the most standardized parts of production of firms and enterprises3 (Schenk and Schliephake 2005: 480). Therefore „rather than constituting a model of development with clearly identified theoretical roots, endogenous development is more readily characterized as an idealized descriptive contrast to frequently observed patterns and processes of development” (Slee 1994). Loosely based on the prominent and much discussed examples of such “rural” regions like the Emilia-Romagna region of Italy “[t]he emphasis shifted to rural diversification, to bottom-up rather than topdown approaches, to support for indigenous businesses, to the encouragement of local initiative and enterprise and, where these were weak, to the provision of suitable training” (Lowe et al. 1998: 11). The success of regions that rest on small firms has by some been interpreted in terms of the concept of endogenous development. As Hadjimichalis (2006: 82) writes: “For neoliberals the Italian IDs became the symbol of the success of small-scale flexible capitalism, with its highly individualistic and competitive character, which creates employment, increases family income and boosts exports without assistance from central state. Some radicals discovered in IDs a localized development model, which permits regions to again become global players”. From this viewpoint, endogenous development, instead of being a counter-movement to a presumably perceived “dependent” development may rather have been a reaction to the lacking empirical support to the neoclassical expectation of regional convergence. Successful regions like that often described example of EmiliaRomagna show exemplary that convergence is possible. In this interpretation, only coordination problems among local actors and their interests hinder area-wide convergence. The approach of endogenous development in this interpretation is an attempt to deliberately initialize a bottom-up process of convergence. Accordingly, under the neo-liberal mainstream politics of the 1980s and 1990s “central or national policies should primarily seek to facilitate conditions that would enhance the building of local capacity and capability in regions with a reliance on strategies of self-help. That represents the marked shift to an emphasis on endogenous processes of regional growth and development” (Stimson and Stough 2009). Nevertheless, since in most of the concepts concerning clusters and industrial districts little is said about their evolution this interpretation is not compulsory.

Martin and George (2003) analyzed several taxrates and expenditure categories and concluded that the tax system has a direct impact on thegrowth rate of the economy of a country. Furthermore, Tracy and Kester (2009)investigated the interrelationship between total government expenditure and total tax revenue in Barbados applying Granger Causality on both bivariate and multivariate co-integrating models. The result of the multivariate error correction model suggests that a unidirectional causality exists from tax revenue to government expenditure. Emelogu and Uche (2010) studied the relationship between government revenue and government expenditure in Nigeria using timeseries data from 1970 to 2007. They utilized theEngel-Granger two-step co-integration technique,the Johansen cointegration method and theGranger causality test within the Error CorrectionModeling (ECM) framework and found a long-runrelationship between the two variables and aunidirectional causality running from government exists from tax revenue to government expenditure. Emelogu and Uche (2010) studied the relationship between government revenue and government expenditure in Nigeria using time series data from 1970 to 2007. They utilized the Engel-Granger two-step co-integration technique, the Johansen co-integration method and the Granger causality test within the Error Correction Modeling (ECM) framework and found a long-run relationship between the two variables and unidirectional causality running from government revenue to government in Nigeria.

Ogujiuba and Abraham (2012) also examined the revenue-spending hypothesis for Nigeria usingmacro data from 1970 to 2011. Applying correlation analysis, granger causality test, regression analysis, lag regression model, vector error correction model and impulse response analysis, they report that revenue and expenditure are highly correlated and that causality runs from revenue to expenditure in Nigeria. The vector error correction model also proves that there is asignificant long run relationship between revenue and expenditure. Taghav1 and Ebrahim (2013)show that the influence of government´s expenditures and taxes on employments and Consumption in Iran. They have estimated the pattern of Iran´s economy by using VAR method.
CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction
This chapter present the research designed, population studied, sample sized, sample techniques, sources of data collected, methods of data analyzed, justification of sample sized and the validity and reliability of instrument used.
3.2 Research Design

This study adopts a descriptive survey research design. This design is appropriate as it enables the researcher to gather information from a sample population to understand the current situation regarding personal income tax and its impact on revenue generation in Ilorin, Kwara State.
3.3 Population of the Study

The population of the study comprises staff of the Kwara State Internal Revenue Service (KW-IRS), selected tax consultants, and individual taxpayers within Ilorin metropolis. This group is selected because they are directly involved or affected by the administration and payment of personal income tax.
3.4 Sample Size and Sampling Technique

A sample size of 100 respondents was selected for this study using the stratified random sampling technique. The population was stratified into three groups: Tax officials (40 respondents), Tax consultants (20 respondents) and Individual taxpayers (40 respondents). This technique ensures fair representation across relevant categories.
3.5 Source and Method of Data Collection

Data was collected through the use of structured questionnaires designed to capture both qualitative and quantitative information. The questionnaire consisted of both closed-ended and open-ended questions and was divided into two sections:
· Section A: Demographic information
· Section B: Information on personal income tax administration and revenue generation

In addition to the questionnaire, interviews were conducted with selected staff members of KW-IRS to gather deeper insights.
3.6 Instrument of Data Collection
Research instruments are those tools which are being used to collect data for the purpose of testing hypothesis and answering research questions (Ojo, 2005). These are practically the methods of acquiring information from the field about the subject of interest from the different available sources.
Questionnaires was designed in two parts, A and B. part A  contained the personal information of the respondents including their  age, marital status, educational qualification. Part B on the other hand contained a set of questions items personally structured by the researcher, strictly addressing the variables to elicit information on the research topic.
3.7 Techniques for Data Analysis

The collected data was analyzed using descriptive statistics such as frequencies, percentages, and means. Additionally, inferential statistical tools like the Chi-square test and correlation analysis were employed to test the research hypotheses and establish the relationship between personal income tax and state revenue generation. Statistical analysis was conducted using SPSS (Statistical Package for Social Sciences).
CHAPTER FOUR:
DATA PRESENTATION AND ANALYSIS
4.1 Introduction
This chapter presents and analyzes the data collected from 100 respondents through structured questionnaires. The information has been organized into tables and analyzed question by question.
4.2 Data Presentation And Analysis
DEMOGRAPHIC INFORMATION
Question 1: Gender of Respondents
	Gender
	Frequency
	Percentage (%)

	Male
	58
	58%

	Female
	42
	42%

	Total
	100
	100%


Source: Field Survey, 2025
The data shows that 58% of respondents were male, while 42% were female. This indicates a slight male dominance in the sample.
Question 2: Age of Respondents
	Age Group
	Frequency
	Percentage (%)

	18–25
	15
	15%

	26–35
	30
	30%

	36–45
	32
	32%

	46 and above
	23
	23%

	Total
	100
	100%


Source: Field Survey, 2025
Respondents aged 36–45 made up the largest group (32%), followed by 26–35 (30%). This suggests that the majority of respondents are in their economically active years.
Question 3: Educational Qualification
	Qualification
	Frequency
	Percentage (%)

	SSCE
	10
	10%

	OND/NCE
	25
	25%

	HND/B.Sc
	50
	50%

	M.Sc/Ph.D
	15
	15%

	Total
	100
	100%


Source: Field Survey, 2025
Most respondents (50%) hold a bachelor's degree or HND. This indicates a relatively educated sample population, which is ideal for research involving taxation awareness.
Question 4: Occupation of Respondents
	Occupation
	Frequency
	Percentage (%)

	Civil Servant
	55
	55%

	Business Owner
	20
	20%

	Private Employee
	15
	15%

	Others
	10
	10%

	Total
	100
	100%


Source: Field Survey, 2025
More than half of the respondents (55%) are civil servants, making them an important group in terms of PAYE (Pay-As-You-Earn) tax contributions.
SECTION B: KNOWLEDGE AND AWARENESS OF PERSONAL INCOME TAX
Question 5: Are you aware that individuals are required by law to pay personal income tax?
	Response
	Frequency
	Percentage (%)

	Yes
	95
	95%

	No
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
A high percentage (95%) of respondents are aware of the legal requirement to pay personal income tax. This reflects effective public awareness efforts or general knowledge among the populace.
Question 6: Do you know how personal income tax is calculated?
	Response
	Frequency
	Percentage (%)

	Yes
	45
	45%

	No
	40
	40%

	Not Sure
	15
	15%

	Total
	100
	100%


Source: Field Survey, 2025
Only 45% of respondents know how PIT is calculated, indicating a gap in detailed tax education despite overall awareness.
Question 7: Have you ever paid personal income tax?
	Response
	Frequency
	Percentage (%)

	Yes
	80
	80%

	No
	20
	20%

	Total
	100
	100%


Source: Field Survey, 2025
A large portion (80%) have paid PIT, confirming practical exposure to the tax system, especially among employed respondents.
Question 8: If yes, how regularly do you pay personal income tax? 
	Frequency
	Number of Respondents
	Percentage (%)

	Monthly
	70
	75%

	Quarterly
	20
	12.5%

	Yearly
	6
	7.5%

	Occasionally
	4
	5%

	Total
	100
	100%


Source: Field Survey, 2025
Most of the PIT-paying respondents (75%) pay monthly, in line with the salary structure of civil servants and PAYE mechanisms.
SECTION C: PERCEPTION OF PIT CONTRIBUTION TO REVENUE
Question 9: Do you believe PIT is a major source of revenue for the state government?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	50
	50%

	Agree
	30
	30%

	Neutral
	10
	10%

	Disagree
	5
	5%

	Strongly Disagree
	5
	5%

	Total
	100
	100%


Source: Field Survey, 2025
80% of respondents believe PIT is a major revenue source for the state. This suggests strong public perception of its importance in funding government activities.
Question 10: How effective is the government in collecting PIT?
	Response
	Frequency
	Percentage (%)

	Very Effective
	15
	15%

	Effective
	35
	35%

	Neutral
	20
	20%

	Ineffective
	20
	20%

	Very Ineffective
	10
	10%

	Total
	100
	100%


Source: Field Survey, 2025
50% of respondents rate PIT collection as effective or very effective. However, 30% consider it ineffective, indicating room for improvement.
Question 11: Do you believe PIT revenue is used transparently by the state government?
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	10%

	Agree
	15
	15%

	Neutral
	20
	20%

	Disagree
	30
	30%

	Strongly Disagree
	25
	25%

	Total
	100
	100%


Source: Field Survey, 2025
Only 25% of respondents believe PIT revenue is transparently used, while 55% disagree. This may contribute to tax resistance or low voluntary compliance.
SECTION D: CHALLENGES AND SUGGESTIONS
Question 12: Major challenges facing PIT administration
	Challenge
	Frequency
	Percentage (%)

	Tax evasion
	80
	80%

	Poor tax education
	70
	70%

	Weak enforcement
	65
	65%

	Corruption
	60
	60%

	Inefficient tax system
	45
	45%


Source: Field Survey, 2025
Tax evasion (80%) and poor tax education (70%) are the most cited challenges, indicating the need for both enforcement and public enlightenment reforms.
4.3 Summary of Findings
The data collected from 100 respondents through structured questionnaires revealed the following key findings, The majority of respondents were male (58%) and within the economically active age groups of 26–45 years. Most respondents had tertiary education, with 50% holding HND/B.Sc. qualifications. Civil servants represented the largest occupational group (55%). A very high percentage (95%) of respondents were aware that paying personal income tax is a legal requirement. However, only 45% understood how PIT is calculated, indicating a knowledge gap in tax literacy. 80% of respondents reported that they had paid personal income tax before. Among those who pay PIT, 75% do so monthly, indicating strong compliance among salaried workers. 80% of respondents agreed that PIT is a significant source of revenue for the state government. However, only 25% believed that PIT funds are used transparently, while 55% expressed doubts about proper utilization. Half of the respondents (50%) believed that the government is effective in collecting PIT. The other half expressed concerns about inefficiency, weak enforcement, and lack of modern systems. Improve public enlightenment and taxpayer education, to ensure transparency in the use of PIT revenue, introduce digital tax systems., strengthen enforcement and provide incentives for tax compliance.
CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction
In this chapter, certain recommendations made which is in the opinion of the researcher will be making conclusions in with the summary. Recommendations and suggestions for further studies will be deduced.
5.2 Summary of Findings
This study was conducted to evaluate the impact of personal income tax (PIT) on the revenue generation of the state government. The primary aim was to understand the level of awareness, compliance, perception, and challenges associated with PIT among individuals within the state.
A structured questionnaire was administered to 100 respondents from different professional and educational backgrounds. Data obtained from these respondents were analyzed and interpreted in relation to the research questions.
1. High Level of Awareness: A majority (95%) of the respondents are aware that individuals are legally required to pay personal income tax. However, only 45% fully understand how PIT is calculated, indicating a need for deeper tax education.
2. Payment Compliance: 80% of the respondents have paid PIT before, and among them, 75% do so on a monthly basis. This suggests a fairly good level of compliance, especially among salaried workers.
3. Perceived Importance of PIT to State Revenue: A significant portion of the respondents (80%) agree that PIT is a major source of revenue for the state government. This shows that people recognize its importance in public finance.
4. Collection Efficiency: While 50% of respondents rated the PIT collection system as effective, 30% expressed dissatisfaction, suggesting that the government still has work to do in streamlining tax collection processes.
5. Utilization Transparency: Only 25% of respondents believe that PIT revenue is used transparently. The majority (55%) believe the opposite, which may affect public trust and willingness to pay taxes.
6. Suggestions for Improvement: Respondents recommended improved public sensitization, transparency in the use of tax revenue, adoption of digital tax systems, and stricter enforcement of tax laws.
5.2 Conclusion
Based on the findings from this study, it is evident that personal income tax (PIT) plays a significant role in the revenue generation efforts of the state government. The majority of respondents demonstrated awareness of their tax obligations, and a good number of them reported regular compliance—particularly among civil servants through the Pay-As-You-Earn (PAYE) system.
However, despite high awareness, there is a significant gap in the understanding of how PIT is computed. Furthermore, the effectiveness of the government in tax collection was rated moderately, and public confidence in the transparent use of tax revenue remains low. Challenges such as tax evasion, poor tax education, corruption, and weak enforcement mechanisms continue to hinder optimal PIT administration.
In conclusion, for PIT to continue to be a reliable and sustainable source of revenue, there must be concerted efforts to build trust, improve collection systems, enhance taxpayer education, and ensure that tax revenue is visibly used for public good.
5.3 Recommendations
Based on the findings and conclusion of this study, the following recommendations are made:
1. Enhance Public Tax Education: The government should invest in regular and accessible tax education programs to improve understanding of how PIT is calculated, its importance, and how it is utilized.
2. Promote Transparency and Accountability: There should be clear, periodic reporting on how PIT revenues are spent. Making such information public can build trust and encourage voluntary compliance.
3. Adopt and Improve Digital Tax Systems: Implementation of user-friendly online tax payment platforms will simplify tax processes, reduce fraud, and increase efficiency in revenue collection.
4. Strengthen Enforcement Mechanisms: The state government should enforce strict penalties for tax evasion and ensure that tax laws are fairly applied to all citizens, regardless of status.
5. Engage Stakeholders through Community Forums: Regular engagement with business owners, civil servants, and private sector employees will help the government understand taxpayer concerns and promote collaboration.
6. Provide Incentives for Compliance: Recognizing and rewarding compliant taxpayers can serve as motivation for others to follow suit. This could include tax clearance benefits, recognition awards, or business support programs.
By implementing these recommendations, the state government can increase revenue from PIT, reduce dependence on federal allocations, and finance more developmental projects for the benefit of its citizens.
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