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Abstract 
In recent time, the impact of paying tax is not felt by payees in Nigeria and indeed has put them 
in doubt and confusion as to the use of the fund by the relevant government in the development 
of the economy. This uncalled for practices have definitely made some Nigerians want to avoid 
and evade tax. The study focused on the impact of tax revenue on Nigeria economy. Descriptive 
survey design was adopted and simple random sampling technique was used in the selection of 
the sample size. 100 copies of questionnaires were administered  to workers of the Federal Board 
of Inland Revenue (FBIR), Lagos, Nigeria. 75 questionnaires were retrieved and found usable for 
the study hence, giving a 75% response rate. A pilot study was conducted and this gave a 
reliability value of 0.78 which according to Nunnally (1978) is reliable enough to measure the 
research construct. Four Hypotheses were formulated and tested using Chi-square statistical tool 
of analysis. The findings show that tax revenue significantly impact on Federal Government 
Budget implementation in Nigeria, Tax administrative system significantly affected the revenue 
generated in Nigeria, Tax evasion significantly affected government revenue in Nigeria, and 
Lack of training on the part of  tax officers significantly affected the generation of government 
revenue in Nigeria. It was recommended that Notice of tax returns at the beginning of every 
financial year should be supported with handbills and poster written in local languages such as 
Yoruba, Hausa, Igbo and other languages as this will enable illiterates perform their civil 
responsibilities; Tax payment should meet convenience of the tax-payers; an advance payment of 
tax should be encouraged and estimated by the tax-payer himself, based on the tax payable for 
the previous year or on 80% of tax payable for the preceding year. The balance of tax is payable 
when the final assessment has been paid within one month of issue of the notice of assessment. It 
further recommended that the state should set up its own revenue courts. The Federal 
Government has set that ball rolling by setting up a federal revenue court to look into cases of  
tax avoidance and evasion. The jurisdiction of these courts should be extended to states to ensure 
prompt prosecution of tax evaders. 
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1. Introduction 
As the Nigerian economy is in the recession period, there are inconsistencies in our tax laws 
which had made it difficult for the tax body to administer and even for the tax payer to follow. 
The federal government had the intension to maintain a uniform tax system but the economy 
condition of each state as given room for divergence system. The most important thing one 
should have in mind is that taxation is supposed to be an instrument of social change which is not 
answering as much as it should be doing presently in Nigeria. The impact of tax payment is not 
felt by payee and some do not understand some tax laws and this indeed has put them  into doubt 
and confusion and has definitely made others to want to avoid and evade tax.  

Every modern state or nation requires a lot of revenue to be able to provide and maintain 
essential services for its citizen. One ready means of revenue for the government is through the 
imposition of tax. The imposition of tax by the government is not a new phenomenon. There is 
hardly any government today that does not rely on taxation. However, apart from the 
complications that have crept into the taxation system in modern times, the reason for the 
imposition of tax in fact ceased to be only for the generation of revenue for the state. It has also 
become the avenue for the redistribution of wealth and re-adjustment of the economy (Ojo, 
2008).  
Therefore, the tax system is one of the most powerful levies available to any government to 
stimulate and guide its economic and social development. The FBIR (Federal Board of  Inland 
Revenue) which is vested with the power to administer the act and carry out all the act which 
may be deemed necessary and expedient for the assessment and collection of tax ,and shall for 
all amount so collected in a manner to be prescribed by the Federal Minister of Finance. The 
Board has certain reserved power which shall not be delegated to other person to perform, e.g. 
power to acquire, hold and dispose properties of any company in satisfaction to tax or any 
judgment debt, and  to specify the forms of return claim and notices.  
The main forms of tax collected are direct and indirect taxes. For the direct taxes, it is levied on 
individuals, and factors of productions e.g. Personal Income Tax (PIT), Capital Gain Tax (CGT). 
However, indirect taxes are levied on goods and services e.g. import and export duties. Thus, the 
consumers bear the ultimate burden. 
 Having realized that taxation is one of the most important sources of revenue for the various 
tiers of the government and a major way of sourcing financial support to the Nigeria government 
at large, it is of paramount importance that tax evasion and avoidance is discouraged with every 
conceivable means. The purpose of this study therefore is to investigate the impact of tax 
revenue on Nigeria economy;  the effect of tax evasion on Nigeria economy; the relationship 
between tax policies and social development, and the effect of incompetent tax officials on 
Nigeria economy. 
 
2. Conceptual Background 
Tax revenue mobilization as a source for financing development activities in Nigeria has been a 
difficult issue primarily because of various forms of resistance, such as evasion, avoidance and 
other form of corrupt practices. These activities are considered as sabotaging the economy and 
are readily presented as part of the reasons for present state of underdevelopment in Nigeria. 
Government exists in order to effectively collect taxes from available economic resources and 
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make use of same to create economic prosperity such that available and willing human and other 
resources are gainfully employed, infrastructures provided, essential public services (such as the 
maintenance of law and order) put in place among others. Tax resistance only makes these 
laudable  programmes  unattainable. Following some reasoning, changing or fine-tuning tax rates 
is used to influence or achieve macroeconomic stability. Some of the most recently cited 
examples are the governments of Canada, United States, Netherland, United Kingdom, who 
derive substantial revenue from Company Income tax, Value Added Tax, Import Duties and 
have used same to create prosperity (Oluba 2008). In Nigeria, the contribution of tax revenue 
especially company income tax has not met the expectations of government. Government has 
equally expressed this disappointment and has accordingly vowed to expand the non-oil tax 
revenue. The table below shows the company income tax contributions among others to the 
Gross Domestic Product and compare it with federally collected revenue: 
 
            Revenue collections of selected taxes including Companies Income Tax. 
ITEM 2002 2003 2004 2005 2006 2007 
Company Income Tax As % Of Gross 
Revenue 

5.1 4.5 3.3 2.9 3.4 4.8 

Customs and Excise duties as % of Gross 
Revenue 

10,5 7.6 5.5 4.2 2.9 4.2 

Value-Added Tax as % of Gross Revenue 6.3 5.3 4.1 3.2 3.3 5.1 
Non-oil Revenue as% of Gross Revenue 6.3 4.9 4.8 5.3 4.9 3.6 
Source: CBN Annual Report 2007. 
The spread shows that the percentage of the company’s income tax to the Federal Gross Revenue 
reflects a steep slope/decrease from 5.1per cent contribution in 2002 to 4.5 per cent in 2003, 
3.3per cent in 2004, 2.9percent in 2005, 3.4percent in 2006 and 4.8percent in 2007. The decrease 
in contribution of 33.3percent between 2002 and 2006 can be attached to tax evasion, tax 
avoidance, corruption and poor tax administration. 
 

2.1 Tax Avoidance and Tax Evasion Practices 
 
Concept of economic development: Economic development is the development of economic 
wealth of countries or regions for the well-being of their inhabitants. From a policy perspective, 
economic development can be defined vices as efforts that seek to improve the economic well-
being and quality of life for a community by creating jobs and supporting or growing incomes 
and the tax base. Economic development implies improvements in a variety of indicators such as 
literacy rates, life expectancy, and poverty rates. GDP is a specific measure of economic welfare. 
Economic development encompasses policies that governments undertake to meet broad 
economic objectives such as price stability, high employment, expanded tax base, and 
sustainable growth. 
Economic growth is the growth of an economy’s output of goods and services which is 
sometimes reffered to as the Gross National Product (GNP) growth. When the growth rate of 
GNP declines, unemployment results and income generally falls. When this happens, the 
government has a duty to pursue a set of policies aimed at stepping up the economy’s outputs. As 
Such the goal of sustained economic growth should be important to any government. 
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Tax Avoidance is generally considered as a way of identifying the loophole in the tax laws and 
then taking advantage of such a loophole to reduce the tax payable (Ojo, 2003). For instance, a 
taxpayer may invest in qualifying capital expenditures that  will ordinarily not invest in because 
of the advantage there from. Because of this, tax avoidance is not considered as an offence. A tax 
avoidance practices benefit the tax prayers at the expense of the state. The major loophole in the 
tax law is the area where companies exploit capital allowances on their qualified capital 
expenditure. Capital allowance would be claimed on qualifying capital expenditures in use for 
the purpose of a trade or business. Capital allowance is claimed in replacement for depreciation 
charge, which is treated as an inadmissible expense for tax purpose. The tax benefits help them 
to have retained funds in the system to grow their businesses. Tax avoidance is legal. According 
to Sani (2005),  tax avoider is simply one who agrees to his duties in such a way that he pays 
little or no tax. 
Tax evasion is a deliberate Act on the part of the taxpayer not to pay tax due. This is considered 
as a criminal offence on the part of the taxpayer. The relevant tax authority may take such steps 
as it deems fit to recover any such tax and the taxpayer penalized if found guilty. Tax evasion 
can be partial or total and its degree varies from company to company. There is partial evasion 
when a company under declares its profits for tax purposes and total evasion of income tax 
occurs when a company which is already qualified to pay tax refuses to get its name registered in 
the tax roll. From the above mentioned, evasion of income tax is a serious problem in Nigeria, 
more so as there is a big gap between actual and potential tax collections by the various levels of 
government. The criminal act in Nigeria is perpetrated through these medium: total ignorance of 
the law, lack of faith in the ability of the government to use the money well, high tax rate which 
makes evasion more attractive and economical, absence of visible benefits accruing to the tax 
payers, outright unwillingness to contribute towards the development of the society, and the 
ridiculous low penalties prescribed in the laws for late payment of tax. 
2.2 Tax Administration in Nigeria 
According to Bariyiman and Gladson (2009), tax administration in Nigeria is carried out by the 
various tax authorities as established under the relevant tax laws. “Tax authority” as defined in 
section 100 of the Personal Income Tax Decree, 1993 and amended by Decree No 18-finance 
Miscellaneous Taxation Provisions) Decree 1998, means “the Federal Board of Inland Revenue, 
the State Board of Internal Revenue or the Local Government Revenue Committee”. The tax 
authority as defined in addition to the Joint Tax Board, the Joint State Revenue Committee and 
the Body of Appeal commissioners together constitute the organs of tax administration in 
Nigeria. 
The Federal Board of Inland Revenue 
Oluba (2008), the Federal Board of Inland Revenue through its operational arm, the Federal 
Inland Revenue Service, deals with corporate bodies as well as Personal Income Tax for certain 
categories of individuals Viz: members of the Armed forces, the Nigeria Police, residents of the 
federal capital Territory Abuja, External Affairs officials and non-resident individuals. This is 
the body established by the federal government and it is vested with the power to administer the 
act and to carry out all acts which may be deemed necessary and expedient of the assessment and 
collection of tax and shall account for all amount so collected in a manner to be prescribed by the 
Federal Ministry of Finance. The Board as certain reserved to powers which it shall not delegate 
to other person to perform e.g. power to acquire , hold and dispose of property of any company 
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in satisfaction of tax or any judgment debt, power to satisfy forms of return , claims and notice. 
All taxes collected by the Federal Inland Revenue Service go to the federal government. 
The State Board of Internal Revenue: Oluba (2008) posited that the State Board of Internal 
Revenue through its operational arm, the State Internal Revenue Service collects taxes from 
individuals and partnerships resident in the states. Taxes collected go to the state government. 
The Local Government Revenue Committee collects specified rates, levies and fees from 
individual and businesses located in the local government area.  
The Joint Tax Board  
Since each state has its Internal Revenue Board to oversee Personal tax administration and 
collection, a central body is desirable to resolve conflicts which may arise between states as to 
residence of individuals and therefore income tax claims. This responsibility is on a body called 
The Joint Tax Board (JTB). This is the body created under the section 27(1) Income Tax 
Management Act 1961 as amended. Its primary function under Personal Income Tax Decree 
PITD (1993) is to coordinate and promote unity in the application of tax laws at the federal and 
state level. The Joint Tax Board (JTB) is headed by the executive chairman of Federal Board of 
Inland Revenue who also act as the chairman of the board. All the state of federation must 
nominate a member via the commissioner responsible for income tax of the state. Usually, the 
chairmen of the State Inland Board of Revenue represent their respective states. The secretary to 
the board who should not be a member to the board is to be nominated by the Federal Public 
Service Commission. He must be an experienced senior officer in income tax matters. Another 
member who should always be in attendance in JTB meeting is the adviser for the board. 
However, the JTB is, thus the apex unifying body for all tax authority in Nigeria. Specifically, 
the problems common to and disputes arising among tax authorities are dealt with by this board 
which has been established, among other things, to act as the adjudicating body. 
2.3 Tax Laws and Economic Development 
Musa (2009) opined that economic and social development laws and policies provide the basis 
for effective state action that lifts society from underdevelopment, improves the standard of 
living and facilities for the realization of the millennium development goals. Nigeria is in dire 
need of solution to its development challenges. Good laws that are well implemented would 
contribute to the resolution of these challenges. The first thing to do in this scenario is an attempt 
to review the implementation of the identified laws like the company income tax, petroleum 
income Act and tax reform Act. The second thing is to get the relevant legislative committees 
and ministers, departments and agencies involved give account of their respective 
stewardship/roles in implementation of the law. Ariyo (1997) in his study on productivity of the 
Nigerian tax system and reports a satisfactory level of productivity of the tax system before the 
oil boom. The advent of the oil boom encouraged some laxity in the management of non-oil 
revenue sources like the company income tax, which was rectified to a reasonable extent with the 
commencement of the structural adjustment programme. The report underscores the urgent need 
for the improvement of the tax information system to enhance the evaluation of the performance 
of the Nigerian tax system and facilitate adequate macroeconomic planning and implementation. 
Sani (2005), the Executive Governor of Zamfara State stated that tax system as a whole is an 
embodiment of contention and controversy whether in its policy and formulation, legislation or 
administration. Similarly,the objectives of the tax system are multi-dimension in nature which 
include revenue generation, resources allocation, fiscal tool for stimulating economic growth and 
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development, social function, like redressing the rural-urban population drift as well as making 
everybody to be a responsible citizen in the society. 
 The Joint Tax Board was created in the tax law by section 27 of Income Tax Management Act 
of 1961 to harmonize the tax administration of the country. It needs to be  appreciated that the 
tax system offers itself as one of the most effective source of revenue and that it tends  to create 
an environment conducive to the promotion of economic growth. However,  the potency of the 
tax system will depend greatly on the tax measures and policies adopted. Sani(2005) opined at 
prompting ambition, rewarding success, encouraging private savings and investments needed to 
create new jobs and kindling in the people that spirit of enterprise. The regulation of Nigerian 
economy should also be the basic function of the tax system. Taxes should in the main be aimed 
at creating the proper atmosphere for economic growth. According to the traditional Keynesian 
philosophy, one of the most effective ways of doing this is to adopt taxes that affect consumption 
and  demand. The idea is to use taxes as a deflationary device. As a developing economy with 
small and insufficient internal productive capacity, we are likely to import the greater percentage 
of prevailing inflation from abroad; we will also need to restrain imports with the use of taxes 
where circumstances demand. Taxes should further be used selectively to induce and encourage 
nationally desirable economic activities, and may be offered to promote the development of 
backward areas of Nigeria. Sani concluded that tax concessions must be given and framed so as 
to ensure the companies actually carry out the underlying intention of increased economic 
development if the tax authority is to avoid the criticism that tax concessions only offer tax 
loopholes through which the agile tax prayer can maneuver. 
United Nations (2000), expert group stated that tax revenue contributes substantially to 
development and therefore, there is the need to streamline a nation tax system so as to ensure the 
realization of optimal tax revenue through equitable and fair distribution of the tax burden. The 
stark reality in most developing countries is that whilst there is severe budgetary pressure as a 
result of ever increasing demand for government expenditure, there is a limited scope for raising 
extra tax revenues. Non-compliance problems with corporate persons result from technicalities 
and tax avoidance, poor record keeping and cash transactions. 
Desai, Foley and Hines (2004) stated that governments have at their disposal many tax 
instruments that can be used singly or in concert to finance their activities. These tax alternatives 
include personal and corporate income taxes, sales taxes, value added taxes, capital gain taxes 
and numerous others. It is not uncommon for a country to impose all of these taxes 
simultaneously. In choosing what tax instruments to use and what rates to impose, governments 
are typically influenced by their expectations of the effects of taxation on investment and 
economic activity, including Foreign Direct Investment (FDI) they stated that there is extensive 
empirical study that high corporate income tax rates are associated with low levels of FDI. The 
empirical results indicate that high tax rates on company income tax are associated with reduced 
foreign direct investment by multinational organizations. 
 
3. Research Methods 
In this research, a descriptive survey approach was adopted. This is to enable the researcher to 
have a systematic and description approach of the area under study. The study covers the staff of 
Federal Board of Inland Revenue in Lagos state, from which define targeted population 
comprises of tax payers and tax administrators which is 100 staff of  the Federal Board of Inland 
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Revenue, Lagos state. The simple random sampling method was adopted in the selection. The 
instrument used in collecting and gathering data for testing the research hypotheses was the 
questionnaire. The questionnaire has two parts, the first part is to find out from the respondents 
their age, sex, marital status, educational level, and nationality. In the second part, there are 
statement based on each formulated research questions and hypothesis. The questionnaire 
contains twenty questions which were related to the hypotheses. The validity of the questionnaire 
was verified by the experts both academic and professional whereby some items were added and 
deleted. The suggestions and recommendations were all incorporated in the making of the final 
draft to give the instrument a face and content validity. The test-retest method was used to ensure 
the reliability of this research instrument before they are administered on the real sample size. A 
total copies of 100 questionnaires is designed to be filled by the officers. The researcher 
personally visited the office and administered the questionnaire to the staff and other individuals 
and collected the questionnaire within two days of administering. In analyzing the data collected, 
“chi-square”, a statistical tool was used to test the formulated research questions and hypothesis . 
The formulated hypotheses are: 

1. Ho: Tax revenue does not significantly impact on Federal Government Budget 
implementation in Nigeria. 
Ho:  Tax administrative system does not significantly affect the revenue generated in 
Nigeria. 

2. Ho:  Tax evasion does not significantly affect government revenue in Nigeria.   
Ho: Lack of training tax officers does not significantly affect the generation of 
government revenue in Nigeria. 

 
4 Data Analysis 
The analysis of data is presented in tabular form using simple percentages and narration 
response. This is to facilitate clarity of interpretation and also to show significance of the 
response provided by the respondents. A total of eight (100) copies of the questionnaires were 
administered to staff of Federal Board of Inland Revenue, Lagos out of which seventy five (75) 
copies representing ( 75percent) of the questionnaire were properly completed and retrieved 
while (5) copies of representing 20percent were not retrieved. The rest provides the result of 
socio-economic questions posed to the respondents and discussion of data analysis of responses 
from the seventy five (75) responses that were properly filled, completed and retrieved through 
the research instruments adopted. 
 
Table 1 
Respondents Characteristics and Classifications  
 Frequency Percent Valid Percent Cumulative Percent 
Sex 
               Male  50 66.7 66.7 66.7 
Valid      Female  25 33.3 33.3 100.0 
Educational Qualification 
               Ph.D.  5 6.7 6.7 6.7 
               M.Sc. 15 20.0 20.0 26.7 
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Valid      B.Sc. 25 33.3 33.3 60.0 
              N.C.E. 30 40.0 40.0 100.0 
Work Experience 
               1-5 years  15 20.0 20.0 20.0 
               6-10 40 53.3 53.3 73.3 
Valid      10 years 
and above 

20 26.7 26.7 100.00 

Marital Status 
               Single 22 29.3 29.3 29.3 
Valid      Married   53 70.7 70.7 100.0 
   Total 75 100.0 100.0  
  Source: Field Survey, 2012. 
 
Interpretation for Sex: 
From the table 1 above, 50 of the respondents representing 66.7percent are male while the 
remaining 25 respondents representing 33.3percent are female. The table shows that 5 
respondents are Ph.D. holders representing 6.7percent, 15 respondents are M.Sc. holders 
representing 20.0percent, 25 respondents are B.Sc. holders representing 33.3percent while the 
remaining 30 respondents are N.C.E holders representing 40.0percent. In addition, The table 
shows that 15 of the respondents have 1-5years experience representing 20.0percent, 40 of the 
respondents have 6-10years experience representing 53.3percent while the remaining 20 
respondents have 10 years and above representing 26.7percent. The table above indicates that 22 
respondents representing 29.3percent are single while the remaining 53 respondents representing 
70.7percent are married 
 
Table 2: Descriptive Statistics on impact of tax revenue on Nigerian  
All the questions were directed towards finding the impact of tax revenue on Nigerian economy. 
The 20-item instrument measures several variables on relationship between tax revenue and 
Nigerian economic development. The results of the descriptive analysis were represented in the 
table below: 
 
Table 2 

Descriptive Statistics of Tax Revenue and Federal Government Budget implementation 
 Variable Items N Minimu

m 
Maxim

um 
Mean Std 

Deviati
on 

A
1 

Periodical training of tax officials should be introduced 
by the government to maintain high generation of tax 
revenue. 

7
5 

4.00 5.00 4.733 44519 

A
2 

People avoid the payment of tax in Nigeria due to low 
level of income. 

7
5 

4.00 5.00 4.466 50225 

A
3 

People fail to pay tax because they don’t feel the 
impact of doing so. 

7
5 

4.00 5.00 4.400 49320 
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A
4 

The implementation of government budget is usually 
and successful in Nigeria because of ineffective tax 
administrative system. 

7
5 

2.00 5.00 4.360 1.0086
1 

A
5 

Training and development of tax officials does not 
significantly affect the generation of tax revenue in 
Nigeria. 

7
5 

3.00 5.00 4.266 44519 

Source: Field Survey, 2012 
 
Table 3 

Descriptive Statistics of Tax Revenue and Federal Government Budget implementation 
 Variable Items N Min Max Mean Std Dev 

B1 Taxation laws are not properly interpreted to tax payers 
in Nigeria 

75 4.00 5.00 4.400 80539 

B2 People pay tax because the growth of the economy 
depends on it. 

75 1.00 5.00 4.346 53254 

B3 I am motivated to promptly pay my tax due to the way 
tax revenue is effectively used. 

75 4.00 5.00 2.733 1.06965 

B4 Tax revenue in Nigeria is believed not be well utilized. 75 1.00 5.00 2.413 1.72496 
B5 My low income discouraged me from constant 

payment of tax 
75 1.00 4.00 2.066 1.24481 

Source: Field Survey, 2012 
 
Table 4 

Descriptive Statistics of Tax Revenue and Federal Government Budget implementation 
 Variable Items N Min Max Mean Std Dev 

C1 Inadequate knowledge of taxation by the tax payers is a 
actor that make them to avoid tax payment. 

75 1.00 4.00 1.866 72286 

C2 Unequal pay structure in the system is responsible to 
my lackadaisical attitude towards paying tax 

75 1.00 4.00 1.8667 96329 

C3 Lack of competent tax administrators in Nigeria is 
affecting the generation of government revenue 
through taxation  

75 1.00 3.00 1.8000 65760 

C4 Organization of training programmes to the tax 
collectors are not given priority by the government 

75 1.00 2.00 1.7333 44519 

C5 High taxation rate is one factor that make me not pay 
tax  

75 1.00 3.00 1.7067 53960 

Source: Field Survey, 2012 
 
Table 5 

Descriptive Statistics of Tax Revenue and Federal Government Budget implementation 
 Variable Items N Min Max Mean Std 

Dev 
D1 I did not pay tax due to instability of government 75 1.00 3.00 1.6667 60030 
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policies on taxation 
D2 The generation of government revenue in Nigeria is 

affected by high level of tax evaders 
75 1.00 3.00 1.6667 70391 

D3 In Nigeria, the tax consultation bodies is not well 
represented. 

75 1.00 2.00 1.4667 50225 

D4 People should not pay tax due to lack of 
implementation of government plans to improve the 
economy. 

75 1.00 3.00 1.3733 58756 

D5 Tax revenue does not have any significance on the 
federal government budget implementation in Nigeria 
Valid N (listwse) 

75 1.00 2.00 1.3600 48323 

Source: Field Survey, 2012 
 
Tables 2,3,4 and 5 show the mean responses of opinion of respondents on impact of tax revenue 
on Nigerian economy. The mean for the response scale was 3.0. The lower limit of the mean is 
2.5 while the upper limit is 3.5.  Also it indicates the relative importance of a variable when 
compared with other variables and the ranking of the mean of each of the variable, but when the  
mean of two or more variables are the same we then used the standard deviation to choose for 
ranking purpose, as in the variable with the highest mean and smallest standard deviation will be 
ranked first. It is note-worthy to maintain that the greater the mean (average) of any variable 
relative to other variables, the greater the importance of such variables. Therefore, any of the 
scaled questions with a means of 3.5 and above was considered high. The table shows that on the 
average, the sampled organisation have very high concern for periodical training of tax officials 
should be introduced by the government to maintain high generation of tax revenue (B16). People 
avoid the payment of tax in Nigeria due to low level of income (B11), people fail to pay tax 
because they don’t feel the impact of doing so (B18), people avoid the payment of tax in Nigeria 
due to low level of income (B9), the implementation of government budget is usually not 
successful in Nigeria because of ineffective tax administrative system (B2), training and 
development of tax officials does not significantly affect the generation of tax revenue in Nigeria 
(B13) while tax revenue does not have any significance on the federal government budget 
implementation in Nigeria B5 reflects a low concern generally. 
The foregoing analysis revealed that tax revenue has significance impact on the federal 
government budget implementation in Nigeria. According to Azubike (2009), tax is a major 
player in every society of the world. The tax system is an opportunity for government to collect 
additional revenue needed in discharging its pressing obligations. A tax system offers itself as 
one of the most effective means of mobilizing a nation’s internal resources and it lends itself to 
creating an environment conducive to the promotion of economic growth. Nzotta (2007) argues 
that taxes constitute key sources of revenue to the federation account shared by the federal, state 
and local governments.  
The study agreed with previous findings on the relationship between tax and economic growth. 
For instance, Eugen and Skinner (1996) in their study of taxation and economic growth of U.S. 
economy, large sample of countries and use of evidence from micro level studies of labour 
supply, investment demand, and productivity growth. Their result suggests modest effects on the 
order of 0.2 to 0.3 percentage points’ differences in growth rates in response to a major reform. 



Journal of Policy and Development Studies Vol. 9, No. 1 November 2014 
 

ISSN: 157-9385 
Website: www.arabianjbmr.com/JPDS_index.php 

 

119 
 

Tosun and Abizadeh (2005) in their study of economic growth of tax changes in OECD countries 
from 1980 to 1999 reveaed  that economic growth measured by GDP for capita has a significant 
effect on the tax mix of GDP per capita. 
 
Table 6                                                    
                                                      Testing of Hypotheses 

Hypotheses 
Formulated 

N Chi-Square 
Value 

Degree of 
freedom 

Asymptotic 
Significance 

H1 75 345.67 4 0.034 
H2 75 237.13 4 0.000 
H3 75 107.76 4 0.004 
H4 75 312.45 4 0.045 

 
INTERPRETATION 
Having given a careful analysis of the responses obtained from the respondents 
questionnaire administered, the hypotheses formulated were tested, and in doing so , SPSS 
was used to perform statistical analysis of various hypotheses using  Chi-square(X2) and 
with a value of 0.05 (level of significance) that corresponds to a 95% confidence level. 
The acceptances of these values are based on the respective values of the asymptotic 
significance given in the above output table. 
The respective asymptotic significance values of each of the hypothesis formulated are all 
well below 0.05 which is less than the decision criterion values. This means that all variables 
related to these hypotheses are well correlated. Therefore, we accept all the alternative 
hypotheses given in the above test statistical table, which gives H1: Tax revenue 
significantly has impact on federal government budget implementation in Nigeria (X2 

=345.67;  Df=4; and  Asymptotic sig. = 0.0034), H2: Tax administration system 
significantly has affected the revenue generated in Nigeria (X2 = 237.13; Df= 4; and 
Asymptotic sig. =0.000), H3= Tax evasion significantly has affected government revenue in 
Nigeria (X2 =107.76; Df=4; and Asymptotic sig. =0.004); and H4: lack of training tax 
officers significantly has affected the revenue generation of government revenue in Nigeria 
(X2 =312.45; Df=4; and Asymptotic sig.= 0.045) while the null hypothesis is rejected. 
From the above, it has been revealed that tax revenue has significance impact on the federal 
government budget implementation in Nigeria. 
 

3. Conclusions and Recommendations 
Administrating personal income tax will significantly affect economic development of Lagos 
State. Tax is an accepted mechanism which contributes to the economic development of Lagos 
State. Therefore, the more workers are willing to apply tax without any falsification of data or 
certificate, the better it is for the state. Tax policies do significantly affect revenue generation. 
Although it has been discovered that the system of administration of personal income tax in 
Lagos state is ineffective in attaining the overall objective of increasing internally generated 
revenue because its revenue scope have not been fully exploited. Yet, it is used to achieve 
economic growth to fight depression, inflation and deflation, to ensure that the balance of 
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payment of the country is in a health position and to ensure an equitable distribution of wealth 
among residents in Lagos State. The study recommended that: 
 Notice of tax returns at the beginning of very financial year should be supported with 

handbills and poster written in local languages such as Yoruba, Hausa, Igbo and others to 
also enable illiterates remained to civil responsibilities  

 A good characteristic of an ideal tax system would be an emphasis on collecting small 
sums frequently rather than large sums infrequently from the tax-payers and heavy 
expenditure on collection. Tax payment should therefore meet convenience of the tax-
payers. 

 An effective incentive of encouraging voluntary compliance would be a system of advance 
payment of tax as estimated by the tax-payer himself, based on the tax payable for the 
previous year or on 80% of tax payable for the preceding year. The balance of tax is 
payable when the final assessment has been paid within one month of issue of the notice of 
assessment. 

 In order to case collection of tax, it is recommended that the state should set up its own 
revenue courts. The Federal Government has set that ball rolling by setting up a federal 
revenue court to look into cases to tax avoidance and evasion but its jurisdiction has not 
been presently extended to states. 
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