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ABSTRACT 

 

This study examined the Impact of Personal Income Tax on the Kogi State Government 

in Nigeria.” It identified the importance, roles and possible efforts being made by 

income tax payment in Kogi State Nigeria. This paper is an exploration of the role of 

Taxation in the Nigerian Economy. The investigator used the questions deduced from 

the statement of research problems as basis for the objectives cum the hypothesis of 

the study. They include the followings, To examine personal income tax operation in 

Kogi State Nigeria, To identify the level of challenges in personal income tax collection 

in Lokoja Nigeria, To examine whether there is relationship between personal income 

tax revenue and Kogi State government expenditure and to identify the relationship 

between taxation and inflation in Lokoja Kogi State Nigeria. The Investigator adopted 

descriptive design as the basis for the research methodology, virtually all the statistical 

tools were utilized in the analysis and the data representations. Econometric steps C 

standard which opined a priori theoretical criteria, statistical first order cum 

econometric second order criteria were doggedly followed as basis for decisions. It was 

based on this, that the research arrived at conclusions and recommendations, that the 

Government of Kogi State should take the essence of taxation, particularly, personal 

income tax very serious, since it served as the major channel for the state streams of 

revenue. 
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      CHAPTER ONE 

     INTRODUCTION  

1.1  Background to the Study 

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 

(1994) cited in Adesoji and Chike (2013) 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.  

Tax can be imposed as an instrument for economic management. For example, it can be used 

to reduce or increase the money in circulation during inflation or deflation, as industries can 

be more easily protected with the use of tax. This can be done by increasing tariff on 

imported goods and services. The consumption and production of certain goods and services 

can also be checked with the use of tax (Agbetunde, 2010). Overall, tax is viewed as a 

compulsory levy imposed by the government through its various agencies on the income, 

capital, or consumption of its subject (Mustapha, 2010). From these few explanations, it 

could be seen that the payment of tax is not a voluntary exercise. Rather it is compulsory on 

all taxable individuals and corporate bodies. 
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Direct tax is a form of tax assessable directly on the tax payer who is required to pay tax on 

his income or profit while indirect tax is imposed on commodities before they reach the final 

consumer and is paid by them upon, not as taxes, but as part of selling price of the 

commodity (Institute of Chartered Accountant of Nigeria, 2006). Personal income tax (PIT) 

which forms part of direct tax refers to all taxes or levies imposed on the income, salaries and 

wages, profit, gratuities, etc., of individuals as well as interest and dividends from companies 

accruing to them. This tax is further divided into two categories: Pay As You Earn (PAYE) 

and direct assessment tax (Mohammed, 2007).  

The PAYE focuses on the income of individuals as a result of employment and the 

employee’s income are taxed using a graduated scale. The tax calculated is usually deducted 

at source and is done by the employer who will then remit the amount to the tax authorities. 

The second category, direct assessment tax, is a tax imposed on the income of an individual 

as a result of self-employment. This category of income tax covers income from trade, 

business, profession, or vocation. The payment of this tax, however, occurs after the 

individual has collected his/her gross income and filed in a return on the gross income. In a 

tax system, responsibility is assigned to three key entities: the tax payers whose obligation is 

payment of the assessed taxes promptly and correctly, tax authorities which ensure the 

collection of taxes for the government and the government whose duty is the imposition of 

taxes to finance the activities that ultimately benefit the citizens. Thus, the tripartite 

constituents of an effective tax system include tax administration, policy and law (Olaofe, 

2008).  

With the recent reduction in the collection of revenue from the oil; which is the main source 

of the federation account, there is the need for all the three tiers of government to look 

inwards. 

The relationship between government expenditure and personal income tax 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, government investment is also refers to government purchases of goods and services 

intended to create future benefits such as infrastructure investment or research spending 

Whereas government expenditures that are not directly purchases of goods and services, they 

are 
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also referred to as transfer payments (Danladi et al2015). In Kogi state, government 

expenditure (increased demand for public (utilities) goods like roads, communication, power, 

education and 

health) has continued to rise. 

  

1.2 Statement of the Problem 

Despite the huge and profuse Federal Government focus on Kogi State Nigeria, Kogi State 

still remains one of the poorest state in Nigeria, the rate of unemployment in the land is on 

the high rate. In an attempt to solve this looming problem in kogi state, this topic came as a 

savior, “Assessing the impact of personal income tax on Government expenditure in Kogi 

state Nigeria. PIT is one of the major sources of Government tax revenue that hither to be 

used to finance government expenditure to the benefit of the citizenries. Time immemorial 

some researchers have made an attempt to clearly identify the impacts on the government 

revenue, but to some extent they have not been able to have a clear points sufficient enough 

to convince the user of their research paper to believe in their findings. From the 

aforementioned reasons above i am being compelled to make a thesis that will be succinct 

enough to aid those that may be interested on the impacts of personal income tax revenue on 

government expenditures. 

1.3 Research Questions 

1. What is the level of personal income tax operation in Kogi State Nigeria? 

2 What is the level of challenges in personal income tax collection in Kogi State Nigeria? 

3. Is there a relationship between personal income tax revenue and government 

expenditure? 

4. What is the relationship between taxation and inflation in Kogi State Nigeria? 

1.4 Objectives of the study 

The searchlight of this study is centered on the title, Impact of Personal Income Tax on the 

Revenue of Kogi State, Nigeria. 

Specific Objectives 

1. To examine the level of personal income tax operation in Kogi State Nigeria. 

2 To identify the level of challenges in personal income tax collection in Kogi State 

Nigeria. 
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3. To examine whether there is relationship between personal income tax revenue and 

Kogi State government expenditure. 

4. To identify the relationship between taxation and inflation in Kogi State Nigeria. 

1.5 Significant of the Study 

 It is worthwhile to lay great emphasis on the significance of this study showing how it will 

add to knowledge, contribute to knowledge or aid practice. Hence, It is an indisputable fact 

that the study will be of great significant to job seeking graduates in Nigeria and crime 

reduction in the country, due to the fact that the study helps to provide ways of increasing the 

rural tax participation and suggesting ways of equal participation.  

It is also hope that the study will be of great benefit to the Government, after been aware of 

the research by the World Bank that majority of Nigerians falls below the poverty line of $1 

per day (World Bank 2002). Furthermore, to students and other scholars who intend to widen 

their knowledge in the study of taxation as a panacea for economic performance, this study 

shall be a basis of reference since it focuses on the unique characteristics of personal income 

tax schemes and their role in the Governance to harness their activities and how their 

activities contributes to the Economic performance in Nigeria leading the ladder to economic 

growth and development in Nigeria. 

1.6 Limitations of the Study 

The limitations the researcher encountered during the survey are time constraint, lack of 

finance, respondent’s attitudes and transportation constraints. 

Another borderline is the title of the Thesis itself, this thesis is confine or limited to the 

impact of personal income tax on the Government expenditures in Lokoja Nigeria, the 

investigator is limited to Nigeria. Despite the borderline confronted by the investigator, the 

researcher still extends tentacle to other countries to buttress sound comparison 

1.7   Scope of the Study 

The study focuses on this seminar is confine or limited to the evaluation of personal income 

tax on the Government expenditures of Kogi State Nigeria. The economic potentials of 

taxation schemes shall also be explained as well as the benefit explained with particular 

reference to Nigeria. 
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1.9 Definition of Technical Terms  

Unemployment: Unemployment refers to a situation where people who are willing and 

capable of working are unable to find suitable paid employment. 

Migration: This is the willingness and ability of an individual to identify and successfully 

carry out investment opportunities in an environment. 

National: This is a term that is generally refers to the sustained, concerted efforts of policy 

makers and living and economic health of a specific area or is a phenomenon of marked 

productivity and increase in gross domestic product (GDP). 

Revenue 

Public revenue could be defined as the funds generated by the government to finance its 

activities. In other words revenue is the total fund generated by government (Federal, state, 

local government/ to meet their expenditure for a fiscal year. This refers also to the grand 

total of money or income received from the source of which expenses are incurred. Revenue 

couldbe internal or external revenue. 

 Generation  

This is the process of sourcing revenue for the government in carryout their aim and 

objectives. 

Expenditure  

Public expenditure refers to the expenses which the government incurs for its own 

maintenance, in theinterest of the society and the economy in order to helpother countries. 

 Tax 

Tax can be defined as a compulsory levy impose by government on goods, services, income 

and wealth. It provides definite source of revenue for government expenditure. (Udeh 2008). 

It is the way by which government obtain extra money. It spent from income of individual 

and companies. Tax could be direct or indirect tax. A tax is a payment made by the taxpayers 

and used by the government for the benefits of all the citizens. 

Tax Evasion 

Tax evasion means illegal reduction in one’s tax liabilities, thereby paying less than the 

appropriate amounts and not paying at all. 

Tax Avoidance 
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Tax avoidance is the act of streamlining one’s financial affairs within the law so as to 

minimize the tax liabilities. 

Development 

According toAke (2016) Development is thus the process by which people create and 

recreate 

themselves and their life circumstances to realize higher levels of civilization in accordance 

with their own choice and values. It also a type of social change in which new ideas are 

introduces into a social in order to produce higher per-capital income and levels of living 

through more modern production methods and improved social. 
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CHAPTER TWO 

RELATED 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. 
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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. 

Trade forex and CFDs on stock indices, commodities, stocks, metals and energies with 

a licensed and regulated broker. For all clients who open their first real account, XM 
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offers up to $5000 deposit bonus to test the XM products and services without any initial 

deposit needed. Learn more about how you can trade over 1000 instruments on the XM MT4 

and MT5 platforms from your PC and Mac, or from a variety of mobile devices. 

The Impact of Taxation on Revenue of Kogi State Nigeria 

The study was aimed at finding out the impact of taxation on revenue generation in Nigeria, 

with reference to Lokoja Kogi Stae 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. 

In achieving the objective of the study, the researcher adopted also primary sources of data to 

present and analyze the information for the study. The testing of the hypotheses of the study 

was done using regression analysis computed with the aid of SPSS version 17.0. The research 

discovered among others that, taxation has a significant contribution to revenue generation 

and taxation has a significant contribution on Gross Domestic Product (GDP). The research 

recommends among others that Well Equipped Data Base (WEDB) on all tax payers should 

be established by the Federal, State and Local Governments with the aim of identifying all 

possible sources of income of tax payers for tax purpose, the tax collection processes must be 

free from corruption. In addition, the Federal Government, States and Local Governments 

should urgently fully modernize and automate all its tax system, improve taxpayers’ 

convenience in the assessment and payment process whilst at the same time entrenching 

effective and modern human resources management practice in the tax authorities 

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 
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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.[7] 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". 
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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. 
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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. 

In addition to being responsible for managing the tax base, a community should also be 

responsible for helping to ensure economic prosperity for its citizens. These two goals can 

conflict unless a long-term view is taken regarding public policy actions, and unless the 

impact of alternate development actions and programs and priorities are not carefully 

evaluated. Good tax base management may lead to even better economic development, 

because investors and businesses will want to be in a community. Instead of offering 

incentives to attract business, they may be willing to pay to come to a community because it’s 

a good place to live, work, shop and play 

2.2.4 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 
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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. 

The ability of the Oyo state government to provide such services constitutes the primary 

legitimacy of the power of government to levy taxes. Government has a primary obligation to 

provide basic social welfare services like basic education, access to basic health services, safe 

drinking water, sanitation and security for the citizenry. The failure of any government to live 

up 

to that expectation erodes loyalty to the government and destroys the incentive to voluntarily 

payment of taxes. Given the issues raised above, this paper seeks to examine the effect of 

personal income tax on government expenditure in Kogi state Nigeria.  

Tax can be imposed as an instrument for economic management. For example, it can be used 

to reduce or increase the money in circulation during inflation or deflation, as industries can 

be more easily protected with the use of tax. This can be done by increasing tariff on 

imported goods and services. The consumption and production of certain goods and services 

can also be checked with the use of tax (Agbetunde, 2010). Overall, tax is viewed as a 

compulsory levy imposed by the government through its various agencies on the income, 

capital, or consumption of its subject (Mustapha, 2010). From these few explanations, it 

could be seen that the payment of tax is not a voluntary exercise. Rather it is compulsory on 

all taxable individuals and corporate bodies. 

 

Direct tax is a form of tax assessable directly on the tax payer who is required to pay tax on 

his income or profit while indirect tax is imposed on commodities before they reach the final 

consumer and is paid by them upon, not as taxes, but as part of selling price of the 

commodity (ICAN, 2006). Personal income tax (PIT) which forms part of direct tax refers to 

all taxes or levies imposed on the income, salaries and wages, profit, gratuities, etc., of 

individuals as well as interest and dividends from companies accruing to them. This tax is 

further divided into two categories: Pay As You Earn (PAYE) and direct assessment tax 

(Mohammed, 2007).  
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The PAYE focuses on the income of individuals as a result of employment and the 

employee’s income are taxed using a graduated scale. The tax calculated is usually deducted 

at source and is done by the employer who will then remit the amount to the tax authorities. 

The second category, direct assessment tax, is a tax imposed on the income of an individual 

as a result of self-employment. This category of income tax covers income from trade, 

business, profession, or vocation. The payment of this tax, however, occurs after the 

individual has collected his/her gross income and filed in a return on the gross income.  

In a tax system, responsibility is assigned to three key entities: the tax payers whose 

obligation is payment of the assessed taxes promptly and correctly, tax authorities which 

ensure the collection of taxes for the government and the government whose duty is the 

imposition of taxes to finance the activities that ultimately benefit the citizens. Thus, the 

tripartite constituents of an effective tax system include tax administration, policy and law 

(Olaofe, 2008).  

With the recent reduction in the collection of revenue from the oil; which is the main source 

of the federation account, there is the need for all the three tiers of government to look 

inwards.  

 

2.2.4.1 Personal Income Tax (PIT) 

a. Pay-As –You-Earn(PAYE) 

b. Capital Gain Tax 

c. Road Tax 

d. Other taxes 

2,2.2 Government expenditures 

2.2.4.2 Evolution of Personal Income Tax Administration 

The Income Tax Management Act (ITMA) 1961 was promulgated for the taxation of 

individuals. The main purpose of ITMA 1961 is to regulate the imposition of personal 

income tax throughout the Federation so that double taxation of incomes by the Federal 

Government and State Government will be avoided. The Act sets up a Joint Tax Board (JTB) 

which is charged with theresponsibility of determining technical and other issues in which 

interests of those governments might otherwise be in conflict. Each government has sole 

jurisdiction to impose personal income tax on individuals resident or deemed to be resident in 

its territory, however, the 1961 Act does not seek to encroach upon the right of each 
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government to decide upon the appropriate level of taxation of those individuals who under 

the provisions of the Act, fall within its jurisdiction. The 

Income Tax Management Act (ITMA) 1961 determines such questions as to what is taxable 

income, what deductions may be allowed against gross income to arrive at the taxable income 

and the period over which assessable income is to be determined. The above legislation 

(ITMA 1961)was later repealed and re-enacted as the Personal Income Tax Act (PITA) 1993 

[Yerokun, 1997; yhyAriwodola, 2001 The current law that governs the administration of 

personal income tax is thePersonal Income Tax Act Cap. P8 LFN 2004 [as amended by 

Personal Income Tax (Amendment) Act, 2011] which imposes tax on incomes of individuals. 

It governs the whole process of assessment and collection of tax revenue, by the relevant 

taxauthority. Personal income tax administration therefore is the whole process of tax 

assessment and collection of tax revenue by the tax officials. In order to achievethis 

objective, the Act authorized the State Government through the State InternalRevenue 

Service to collect personal income tax from individuals taxpayers residentin the State, and 

Federal Government through the Federal Inland Revenue Serviceto collect personal income 

tax from members of the Armed Forces, members of theNigerian Police Force, residents of 

the Federal Capital Territory, Abuja, staff of the 

2.2.43 Ministry of Foreign Affairs and non-resident individuals 

The effective performance of recurrent expenditure is a function of adequate revenue 

generation from both internal and external sources. Hepworth (1976) asserted that revenue is 

an income or funds raised to meet the expenditure. He added further that revenue is a rising 

resource needed to provide government services. Every modern state or nation requires a lot 

of revenue to be able to provide and maintain essential services for her citizens. One ready 

means of revenue for the government is through the imposition of the tax. The tax system is 

one of the most powerful levies available to any government to stimulate and guide its 

economic and social development. Ojo (2003) asserted 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. Every government exists in 

order to effectively collect taxes from available economic resources and make use of same to 

create economic prosperity such that available and willing human and other resources are 

gainfully employed. In Nigeria, tax revenue is a factor to be reckoned with in 

government‟sbudget, the taxes so collected come back to the taxpayers‟ in form of services. 

This has over the years encouraged or discouraged some activities in the private sector (Ola, 

1999). The tax system in a developing economy must foster sustainable economic growth, 
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ensuring that the necessary revenue collections are made to render essential services to the 

people to improve their standard of living. Ojo (2003) stresses that tax is itself a compulsory 

levy which is required to be paid by every citizen. It is generally considered as a civic duty. 

The imposition of the tax is expected to yield an income which should be utilized in the 

provision of amenities, both social and security and creates conditions for the economic well-

being of the society. Okon (1997) states that income tax can be regarded as a tool of fiscal 

policy used by government all over the world to influence positively or negatively particular 

type of economic activities in order to achieve desired objectives. The primary economic 

goals of developing countries are to increase the rate of economic growth and hence per 

capita income, which leads to a higher standard of living. Ola and Tonwe (2005) had noted 

that the dearth of finance had always been one of the major handicaps that hinder state 

governments in the performance of their functions in the country. According to Okezie 

(2003), the primary purpose of revenue generation is to raise income for government 

expenditure. It is the best and quickest mode of raising revenue open to the government for 

economic activities in order to increase the quality of lives of its citizens. According to Public 

Finance General Directorate (2009), the purpose of taxation as enshrined in the French laws 

is for the maintenance of public force and administrative expenses. Miller and Oats (2006) 

maintained that “tax is required to finance public expenditure”. Tax is most often used as a 

major instrument for revenue generation. Nonetheless, Naiyeju (1997) is of the opinion that 

the revenue role of taxation is still very relevant. The revenue function or objective of 

taxation is still vital in the sense that without the mobilization of funds through taxation, the 

government may find it difficult to execute most of its developmental programmes that can 

lead to economic growth. 

Considering the importance of revenue generation and the fact that the solution to the 

problem which has been that the allocation from the federation account is shrinking, a 

number of researches have been conducted to proffer solutions to some of the major problems 

that are bedeviling the economy. This section reviews some of these works.  

 

Akujuobi and Akujuobi (2009) studied and analyzed the various sources of revenue for the 

government. The paper uses secondary data that were analysed using multiple regression 

analysis technique. They found that federal allocation, internally-generated revenue and 

stabilization fund, were significant sources of financing state governments’ expenditure in 

Nigeria. However, other sources of loans, grants and value added taxes were found not to be 

significant. They recommended the straightening of internal revenue generation as a source 
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that could help government attain financial autonomy and by which case grants can be 

attracted. 

 

Abiola and Asiweh (2012) studied the Nigerian tax administration and its capacity to reduce 

tax evasion and generate more revenue for development that is desired by the populace. The 

paper administered 121 survey questionnaires containing 25 relevant questions through 

online distribution. The study found lack of enforcement machineries to be the major 

challenge of tax administration in the country. They suggested more effort in the area of 

adequate manpower, computerisation and effective postal and communication system to 

enhance tax collection and administration.  

Samuel and Tyokoso (2014) evaluated the impact of taxation on revenue generation in 

Nigeria. The study utilizes both primary and secondary data and analyses were made using 

regression analysis. They found that taxation has a significant contribution to revenue 

generation in the country with a significant contribution to GDP. The study recommends that 

the Federal, State and Local Governments should establish well equipped databases on tax 

payers to enable them identify all eligible taxable income earners. 

Appah and Ogbonna (2014) evaluated the performance of self-assessment scheme and 

revenue generation in Nigeria. They utilized data that was collected from both primary and 

secondary sources.The data collected from the questionnaire were analyzed using relevant 

statisticamodels. The analysis reveals that self-assessment compliance rate significantly 

affects revenue generation in Nigeria. They recommend that the FIRS should be efficient in 

their internal processes, particularly in processing tax refund and tax correspondence and the 

government should provide sufficient channels for tax payers to obtain tax guidance and 

advice in order to achieve greater voluntary compliance.  

Oseni (2013) examines the proportions of internally generated revenues to total revenues of 

states for a five-year period (2007-2011). Data were sourced from the annual reports of the 

Central Bank of Nigeria for the period. Descriptive statistics was used and it was found that 

states getting additional revenue from the statutory allocations as derivation have lower 

proportions of IGR to their total revenues than the others. States where insurgency has been 

widespread have the lowest IGR for the period. Dependence on the statutory allocations by 

the states does not necessarily translate to good dividends of democracy as internally 

generated revenues can better be relied upon for development. The paper recommends, 

among others, that the right parameters should be instituted in order to identify the tax payers 
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and the types of businesses they are engaged in. So also the impact of other sources of 

revenues like stamp duties, levies and fees should be surveyed. 

Abata (2014) examines the impact of tax revenue on the Nigerian 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 on workers of the Federal 

Board of Inland Revenue (FBIR) in Lagos. 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 was adequate 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 the quantum of government revenue; 

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 posters written in 

local languages. This will enable less literate citizens to perform their civil responsibilities. In 

addition,  tax payment should meet the 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. 

Adesoji and Chike (2013) assessed the effect of internal revenue generation on infrastructural 

development. The study employed survey research design and purposive sampling method to 

select respondents from the Lagos State Inland Revenue Office. Questionnaires were the 

instruments used for the study. Descriptive and inferential statistics were the statistical tool 

used for the analysis. The descriptive statistics involved the use of simple percentages while 

the inferential statistics involved the use of Spearman’s Rank correlation technique, which 

shows the direction of relationship between the variables. Two hypotheses were formulated 

and the Spearman’s rank correlation analysis was used to test the relationship between 

internally generated revenue and infrastructural development. The result shows that there is a 

positive relationship between internally generated revenue and infrastructural development.  

Nassar and Fasina (2005) examined the revenue generation of Oyo State Government and 

specifically assessed the impact of personal income tax on the state’s revenue profile utilizing 

secondary data for the period 2000 to 2006. Stepwise regression technique was used to select 

the revenue source that has the greatest impact on Internally Generated Income in the state. 

Multiple R, R2 and R2c were determined to analyze the individual, cumulative relationship 
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and effect of the revenue sources on IGR respectively. The findings indicate that personal 

income taxes have the highest contribution of 68.4% effect on IGR in Oyo state. They 

recommended the use of revenue assessment using electronic means, and the use of tax payer 

identification number.  

In Ogun state, Siyanbola, Dada, and Olusola (2014) assessed the roles that internally 

generated revenues play in the administration of state governments in Nigeria, using Ordinary 

Least Square (OLS) Regression method to analyse the relationship between internally 

generated revenues and subventions from the Federation over a period of 10 years. Their 

study found a positive relationship between the independent and dependent variables, 

indicative of the fact that internally generated revenue has a major influence on total revenue 

of the state government. They recommend that the state government should intensify its 

efforts in deepening the sources of its internally generated funds, and should not depend on 

federal government statutory allocations and other external funds. Similarly, Olusola (2011) 

investigated the impact internal sources of revenue have on total revenue in the various states. 

The ordinary least square method was adopted using multiple regression analysis and panel 

data regression methods to test the fixed and random effects at 1% level of significance. It 

was found out that rates, fines, fees, licenses, and rents were significant taxes impacting on 

internally generated revenue at the local government level in Ogun State. 

 

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 co-

integration 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. 
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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 

notindependent of tax policy can also affect growth. 

Balanchard and Perotti (1999) have revealed a positive government spending shocks as 

having apositive effect on output, and positive tax shocks as having a negative effect.  
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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 non-

standard 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 
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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 
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price of oil 4times what it used to be in 1973-1975. The hike in oil prices had triggered cost- 

push 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.  
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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. 

 Conclusion of the Theory 

To sum up the concept of stagflation, Supply side theorists lay stress on the favourable tax 

effects on inflation. Tax cuts have both supply-side effects and demand-side effects. Supply 

side economics should not be used in stabilization policies but rather they should be used in 

the promotion of rapid growth management in this long run. 

2.4. Empirical Review 

2.4.1. To examine personal income tax operation in Kogi State Nigeria (Stimson and 

Stough 2009) 

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 
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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 top-

down 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 Emilia-

Romagna 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 main-

stream 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. 

2.4.2  To identify the level of challenges in personal income tax collection in Lokoja 

Nigeria(Maghyereh and Sweidan (2004) 

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 
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government expenditure and total tax revenue inBarbados 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 timeseries data from 1970 

to 2007. They utilized theEngel-Granger two-step co-integration technique,the Johansen co-

integration 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 

responseanalysis, 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 andConsumption 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 

employmentrate 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 

itslevel 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 governmente 

expenditure and composition of government expenditures are important determinants of 
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growth. On the other hand, there seems to be a direct link between budget policy and growth, 

andthis 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 non-

standard 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 expenditureincreases 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 realGDP as control 

variable along with real government expenditures and real government revenues and Granger 

causality test based on Multivariate ECM. They conclude evidence infavor of bidirectional 

causality between revenue and expenditure. The result also suggests thatthere is long-run 

interdependence between output and fiscal variables indicating effectiveness of fiscal policy 

in Jordan. Mohsen andAbbasal (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 

2.4.3. To examine whether there is relationship between personal income tax revenue 

and Kogi State government expenditure (Siyanbola, Dada, and Olusola (2014). 

The effective performance of recurrent expenditure is a function of adequate revenue 

generation from both internal and external sources. Hepworth (1976) asserted that revenue is 

an income or funds raised to meet the expenditure. He added further that revenue is a rising 

resource needed to provide government services. Every modern state or nation requires a lot 
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of revenue to be able to provide and maintain essential services for her citizens. One ready 

means of revenue for the government is through the imposition of the tax. The tax system is 

one of the most powerful levies available to any government to stimulate and guide its 

economic and social development. Ojo (2003) asserted 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. Every government exists in 

order to effectively collect taxes from available economic resources and make use of same to 

create economic prosperity such that available and willing human and other resources are 

gainfully employed. In Nigeria, tax revenue is a factor to be reckoned with in governments 

budget, the taxes so collected come back to the taxpayers‟ in form of services. This has over 

the years encouraged or discouraged some activities in the private sector (Ola, 1999). The tax 

system in a developing economy must foster sustainable economic growth, ensuring that the 

necessary revenue collections are made to render essential services to the people to improve 

their standard of living. Ojo (2003) stresses that tax is itself a compulsory levy which is 

required to be paid by every citizen. It is generally considered as a civic duty. The imposition 

of the tax is expected to yield an income which should be utilized in the provision of 

amenities, both social and security and creates conditions for the economic well-being of the 

society. Okon (1997) states that income tax can be regarded as a tool of fiscal policy used by 

government all over the world to influence positively or negatively particular type of 

economic activities in order to achieve desired objectives. The primary economic goals of 

developing countries are to increase the rate of economic growth and hence per capita 

income, which leads to a higher standard of living. Ola and Tonwe (2005) had noted that the 

dearth of finance had always been one of the major handicaps that hinder state governments 

in the performance of their functions in the country. According to Okezie (2003), the primary 

purpose of revenue generation is to raise income for government expenditure. It is the best 

and quickest mode of raising revenue open to the government for economic activities in order 

to increase the quality of lives of its citizens. According to Public Finance General 

Directorate (2009), the purpose of taxation as enshrined in the French laws is for the 

maintenance of public force and administrative expenses. Miller and Oats (2006) maintained 

that “tax is required to finance public expenditure”. Tax is most often used as a major 

instrument for revenue generation. Nonetheless, Naiyeju (1997) is of the opinion that the 

revenue role of taxation is still very relevant. The revenue function or objective of taxation is 

still vital in the sense that without the mobilization of funds through taxation, the government 
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may find it difficult to execute most of its developmental programmes that can lead to 

economic growth. 

Considering the importance of revenue generation and the fact that the solution to the 

problem which has been that the allocation from the federation account is shrinking, a 

number of researches have been conducted to proffer solutions to some of the major problems 

that are bedeviling the economy. This section reviews some of these works.  

Akujuobi and Akujuobi (2009) studied and analyzed the various sources of revenue for the 

government. The paper uses secondary data that were analysed using multiple regression 

analysis technique. They found that federal allocation, internally-generated revenue and 

stabilization fund, were significant sources of financing state governments’ expenditure in 

Nigeria. However, other sources of loans, grants and value added taxes were found not to be 

significant. They recommended the straightening of internal revenue generation as a source 

that could help government attain financial autonomy and by which case grants can be 

attracted. 

Abiola and Asiweh (2012) studied the Nigerian tax administration and its capacity to reduce 

tax evasion and generate more revenue for development that is desired by the populace. The 

paper administered 121 survey questionnaires containing 25 relevant questions through 

online distribution. The study found lack of enforcement machineries to be the major 

challenge of tax administration in the country. They suggested more effort in the area of 

adequate manpower, computerisation and effective postal and communication system to 

enhance tax collection and administration.  

Samuel and Tyokoso (2014) evaluated the impact of taxation on revenue generation in 

Nigeria. The study utilizes both primary and secondary data and analyses were made using 

regression analysis. They found that taxation has a significant contribution to revenue 

generation in the country with a significant contribution to GDP. The study recommends that 

the Federal, State and Local Governments should establish well equipped databases on tax 

payers to enable them identify all eligible taxable income earners. 

Appah and Ogbonna (2014) evaluated the performance of self-assessment scheme and 

revenue generation in Nigeria. They utilized data that was collected from both primary and 

secondary sources. The data collected from the questionnaire were analyzed using relevant 

statistical models. The analysis reveals that self-assessment compliance rate significantly 

affects revenue generation in Nigeria. They recommend that the FIRS should be efficient in 
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their internal processes, particularly in processing tax refund and tax correspondence and the 

government should provide sufficient channels for tax payers to obtain tax guidance and 

advice in order to achieve greater voluntary compliance.  

Oseni (2013) examines the proportions of internally generated revenues to total revenues of 

states for a five-year period (2007-2011). Data were sourced from the annual reports of the 

Central Bank of Nigeria for the period. Descriptive statistics was used and it was found that 

states getting additional revenue from the statutory allocations as derivation have lower 

proportions of IGR to their total revenues than the others. States where insurgency has been 

widespread have the lowest IGR for the period. Dependence on the statutory allocations by 

the states does not necessarily translate to good dividends of democracy as internally 

generated revenues can better be relied upon for development. The paper recommends, 

among others, that the right parameters should be instituted in order to identify the tax payers 

and the types of businesses they are engaged in. So also the impact of other sources of 

revenues like stamp duties, levies and fees should be surveyed. 

Abata (2014) examines the impact of tax revenue on the Nigerian 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 on workers of the Federal 

Board of Inland Revenue (FBIR) in Lagos. 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 was adequate 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 the quantum of government revenue; 

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 posters written in 

local languages. This will enable less literate citizens to perform their civil responsibilities. In 

addition,  tax payment should meet the 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. 

Adesoji and Chike (2013) assessed the effect of internal revenue generation on infrastructural 

development. The study employed survey research design and purposive sampling method to 

select respondents from the Lagos State Inland Revenue Office. Questionnaires were the 
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instruments used for the study. Descriptive and inferential statistics were the statistical tool 

used for the analysis. The descriptive statistics involved the use of simple percentages while 

the inferential statistics involved the use of Spearman’s Rank correlation technique, which 

shows the direction of relationship between the variables. Two hypotheses were formulated 

and the Spearman’s rank correlation analysis was used to test the relationship between 

internally generated revenue and infrastructural development. The result shows that there is a 

positive relationship between internally generated revenue and infrastructural development.  

Nassar and Fasina (2005) examined the revenue generation of Oyo State Government and 

specifically assessed the impact of personal income tax on the state’s revenue profile utilizing 

secondary data for the period 2000 to 2006. Stepwise regression technique was used to select 

the revenue source that has the greatest impact on Internally Generated Income in the state. 

Multiple R, R2 and R2c were determined to analyze the individual, cumulative relationship 

and effect of the revenue sources on IGR respectively. The findings indicate that personal 

income taxes have the highest contribution of 68.4% effect on IGR in Oyo state. They 

recommended the use of revenue assessment using electronic means, and the use of tax payer 

identification number.  

In Ogun state, Siyanbola, Dada, and Olusola (2014) assessed the roles that internally 

generated revenues play in the administration of state governments in Nigeria, using Ordinary 

Least Square (OLS) Regression method to analyse the relationship between internally 

generated revenues and subventions from the Federation over a period of 10 years. Their 

study found a positive relationship between the independent and dependent variables, 

indicative of the fact that internally generated revenue has a major influence on total revenue 

of the state government. They recommend that the state government should intensify its 

efforts in deepening the sources of its internally generated funds, and should not depend on 

federal government statutory allocations and other external funds. Similarly, Olusola (2011) 

investigated the impact internal sources of revenue have on total revenue in the various states. 

The ordinary least square method was adopted using multiple regression analysis and panel 

data regression methods to test the fixed and random effects at 1% level of significance. It 

was found out that rates, fines, fees, licenses, and rents were significant taxes impacting on 

internally generated revenue at the local government level in Ogun State. 
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2.4.4 4. To identify the relationship between taxation and inflation in Lokoja Kogi State 

Nigeria (Danladiet al 2015). 

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 (1994) cited in Adesoji and Chike (2013) 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.  

Tax can be imposed as an instrument for economic management. For example, it can be used 

to reduce or increase the money in circulation during inflation or deflation, as industries can 

be more easily protected with the use of tax. This can be done by increasing tariff on 

imported goods and services. The consumption and production of certain goods and services 

can also be checked with the use of tax (Agbetunde, 2010). Overall, tax is viewed as a 

compulsory levy imposed by the government through its various agencies on the income, 

capital, or consumption of its subject (Mustapha, 2010). From these few explanations, it 

could be seen that the payment of tax is not a voluntary exercise. Rather it is compulsory on 

all taxable individuals and corporate bodies. 

Direct tax is a form of tax assessable directly on the tax payer who is required to pay tax on 

his income or profit while indirect tax is imposed on commodities before they reach the final 

consumer and is paid by them upon, not as taxes, but as part of selling price of the 

commodity (ICAN, 2006). Personal income tax (PIT) which forms part of direct tax refers to 

all taxes or levies imposed on the income, salaries and wages, profit, gratuities, etc., of 

individuals as well as interest and dividends from companies accruing to them. This tax is 

further divided into two categories: Pay As You Earn (PAYE) and direct assessment tax 

(Mohammed, 2007).  
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The PAYE focuses on the income of individuals as a result of employment and the 

employee’s income are taxed using a graduated scale. The tax calculated is usually deducted 

at source and is done by the employer who will then remit the amount to the tax authorities. 

The second category, direct assessment tax, is a tax imposed on the income of an individual 

as a result of self-employment. This category of income tax covers income from trade, 

business, profession, or vacation. The payment of this tax, however, occurs after the 

individual has collected his/hergross income and filed in a return on the gross income. In a 

tax system, responsibility is assigned to three key entities: the tax payers whose obligation is 

payment of the assessed taxes promptlyand correctly, tax authorities which ensure the 

collection of taxes for the government and the government whose duty is the imposition of 

taxes to finance the activities that ultimately benefit the citizens. Thus, the tripartite 

constituents of an effective tax system include tax administration, policy and law (Olaofe, 

2008).  

With the recent reduction in the collection of revenue from the oil; which is the main source 

of the federation account, there is the need for all the three tiers of government to look 

inwards. 

The relationship between government expenditure and personal income tax 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, government investment is also refers to government purchases of goods and services 

intended to create future benefits such as infrastructure investment or research spending 

whereas government expenditures that are not directly purchases of goods and services, they 

are also referred to as transfer payments (Danladi et al2015). In Kogi state, government 

expenditure (increased demand for public (utilities) goods like roads, communication, power, 

education and Health) has continued to rise. 

2.5 Gap Analysis 

Despite the essence of Government participation in politics in Nigeria, the political terrain via 

the of expenditure still face enormous challenges in today’s ultra-competitive political 

economy  
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1.  Cash flow management 

The challenge: Cash flow is essential for survival of any businesses, yet the business owners 

struggle to pay the bills (let alone themselves) while they’re waiting for checks to arrive. Part 

of the problem stems from lack of believes that taxation cannot be involved in the 

Governance, which is uncommon in the Nigeria political world 

2. Hiring employees 

3.  Time management 

4.  Delegating tasks 

5.  Choosing who to represent them 

6.  Tax strategy 

7.  Capital 

8.  Strapped budget 

9.  Economic growth 

10. Self-doubt 

Other gap discovered in the course of the study was tax avoidance cum tax evasion which is 

too obvious in the study of personal income tax in Kogi State Nigeria 
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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 Areas of Study 

Study areas is in Lokoja main town Kogi State Nigeria with a total population of 4,473,490 

with a total number of 21 local Government Areas 

3.3 Research Design  

The research design was ex-post facto/ documentation research design was adopted and the 

theoretical framework was anchored on Laffer Curve Theory (LCT). Yearly time series data 

of personal income tax and the gross domestic product (GDP) were obtained from the Federal 

Inland Revenue Service (FIRS) and the Central Bank of Nigeria (CBN) statistical bulletins 

during the period 2017-2019. The data obtained was analyzed using the Vector Auto 

regression (VAR) model via STATA 

3.4 Population of Studies 

The population of the study was the entire population of Kogi State Nigeria, the research was 

conducted in Lokoja, Kogi state Nigeria. The population for this study was made up of the 

total population of Kogi State Nigeria. The total number of people living in as of time 2017 -

2018 was 4,473,490, however the staff working in the Inland Revenue Lokoja was used as a 

dummy variable or as a proxy or the dummy variables representing Lokoja Metropolis  

3.4     Sample Size 

It was impracticable to study the whole population, therefore the study settled for sample size 

using Taro Yamane formula as stated below. 300 staff was randomly selected as target 

population 
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n =N/(1+(e)2) 

where 

n = signifies the sample size 

N= signifies the population under study 

e= signifies the margin error (0.05) 

n= 300/1+ N(0.05)2   

n= 300/ 1+ (0.0025) 

n= 300/1.145 

n= 138 

n= 138 

 

3.5 Sampling Techniques  

Based on the nature of design adopted in the course of this work, it was recommended, 

among other things, that the regulatory framework of taxation in the country should put in 

place a more effective tax revenue generation system that can enhance better administration 

of personal income tax. The measure should emphasize and address accountability of 

personal income tax. In addition, a well-equipped database on personal income tax or 

taxpayers should be established by the governments with the aim of identifying all possible 

sources of income of taxpayers. The use of the goggle internet facility was employed in the 

sampling of the data used  

Due to relatively large and very expensive cost of using aggregated information of entire 

population, a sample is necessary in order to give fair representation of the entire population 

to study. 

In determining the sample size a special consideration is made as to how the whole 

population can be fairly represented in the result. 

Random sampling technique or purposive criteria gives a universal surveyed of single and 

equal with every other unit in the universe of being included in the sample. On its own merit 
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and without any relation to its characteristics, it is a popular and important method of 

sampling. It has following merits: 

i) Statistically, random sampling is ideal and more accurate than other method. 

ii) Random sampling or units for example simplifies the task of fulfilling the 

requirement of each chance. 

iii) Sampling errors can be calculated more accurately. 

iv) Incidence of bias is virtually excluded, as the researcher have no control over 

the unit of selection. 

3.6 Sources of Data Collection  

The source of data collections for this study will be purely secondary data collections. The 

researcher will rely on the information or documentation from the CBN, Ministry of Finance, 

and Ministry of Internal Revenue coupled with the Ministry of Population and. The 

researcher relied also on the internet goggles and documentations or computations from the 

few mentioned Ministries 

3.7 Methods of Data Collection.  

The major instrument used for data collection in this research work  were the yearly time 

series data of personal income tax and gross domestic product analyzed via the Vector Auto 

regression (VAR) model suggests that personal income tax has significantly contributed to 

the level of economic growth in Nigeria, though negatively 

The vector auto regression (VAR) model was formulated to test the connection between 

personal income tax and gross domestic product: 

Descriptive statistics of dependent (GDP: Gross Domestic Product) and independent (PIT: 

Personal Income Tax) variables of yearly observations during 2017-2019. It is evident from 

the result that means GDP and PIT is 89,230.23 and 1,835.603 respectively with standard 

deviations of GDP 286,059.2 and PIT 1,571.017. This implies that the means GDP and PIT 

deviates from both sides by 2,860.592 and 15.71017 billion naira respectively. The minimum 

values for GDP is 19 

Skewness and kurtos is tests for normality of data. Taking into cognizance the adjusted 

chi2(2), GDP (adj. chi2(2) = 38.29) and PIT (Pr=adj.2(2) = 8.85) are leptokurtic. As observed 

by Nachmias, Nachmias (1985), a distribution of a time series is said to be leptokurtic when 
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the adjusted chi2(2) is greater than three (3) but platykurtic when the adjusted chi2(2) is less 

than three (3). 

The secondary data sought from text textbooks, business magazine, the personal interview 

will be conducted by the researcher for the success of this study. 

3.8  Co relational Tests among the Variables 

Using Inland revenue board Lokoja as a dummy variable index tax payments and the 

expenditure of Kogi state was collated as a proxy for performance in the state from 2015-

2019 in the thought of Ahmed Mortaza (2005) and Alfred (2007). Holding tax payment as the 

independent variable, while, expenditures as the dependent variable, the tabular calculation 

was seen below 

Years 2016 2017 2018 2019 TOTAL 

X 35 25 15 49.9 124.9 

Y 40 30 19 55 144 

XY 1400 750 285 2744.5 5179,5 

X2 1225 625 225 2490.01 4565.01 

Y2 1600 900 361 3025 5886 

 

Using product method to calculate the correlation coefficient, the formula was shown below 

r =          sigman(xy)2 – (x)(y) 

n(x2)2 – (y)2* (nsigmay)2) – (y)2 

Substituting in the above formula, thus, 

4(5179) – (124)(144) 

4(4565.01) – (124)2 * 4(5886) –(53)2 

 

 20716 - 17856 

18260.04 – 15376*23544-2809 

2860  
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-361997093 = -19026.2212 

       2860 

-19026.2212 

= -0.15031887 

Statistical decision rules, when r is equal to the followings via calculation. Then decision 

making based on econometric mathematical standards will be easy to make, thus, 

When,  

r = 1 it means there exist a perfect positive correlation 

r = -1 it means there exist a perfect negative correlation 

r = 0 it means there exist no relationship between the variables 

r = < 0.5 or > 0.5, it indicate a weak relationship 

r = lies between + or – 0.8 < r to 0.9, it means there is a strong positive or negative co 

relationship between the dependent and independent variable  

Decision 

Since,  

The researcher’s computation was positive sign and approximately 0.2, it means that, ie, 

deducing from the econometric rules narrated above, the relationship between PIT and 

Expensive in kogi state Nigeria is an upward sloping, exactly like the conventional abnormal 

demand slope. But because the coefficient lies between 0.5, the relation was weak but not 

very weak. There is a positive relationship between personal income tax revenue and 

government expenditure in kogi state Nigeria 

 

3.9  Methods of Data Analysis  

Descriptive statistics of Kogi State Government Expenditure, Revenue and Economic Growth 
data. 



40 
 

Statistics Y x1 x2 x3 x4 x5 x6 x7 x8 

Mean 6.295 2.416 2.995 4.482 2.464 3.639 2.859 5.198 4.685 

Median 5.900 2.248 3.079 4.487 2.534 4.742 3.199 5.124 5.483 

Maximu
m 

8.078 6.333 6.738 7.274 6.422 6.226 6.727 8.213 7.050 

Minimum 5.035 −1.772 −1.238 1.221 −1.437 −0.421 −4.483 1.558 1.411 

Std.dev 0.868 2.662 2.749 1.995 2.106 2.325 2.171 2.272 1.971 

Skewness 0.771 −0.172 −0.264 −0.281 −0.034 −0.430 −1.142 −0.236 −0.429 

Kurtosis 2.431 1.669 1.694 1.721 1.746 1.506 5.275 1.687 1.628 

Jarque–
Bera(P-
value) 

3.825 
(0.148) 

2.679 
(0.262) 

2.809 
(0.245) 

2.762 
(0.251) 

2.233 
(0.327) 

4.208 
(0.122) 

14.294 
(0.000) 

2.759 
(0.252) 

3.710 
(0.156) 

Cointegration test of the dataset. 

Hypothesized No. of CE(s) Eigenvalue Trace statistic 0.05 Critical value Prob.** 

None* 0.961076 345.9040 197.3709 0.0000 
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Hypothesized No. of CE(s) Eigenvalue Trace statistic 0.05 Critical value Prob.** 

Atmost 1* 0.918395 251.7656 159.5297 0.0000 

Atmost 2* 0.859054 179.0955 125.6154 0.0000 

Atmost 3* 0.795576 122.2736 95.75366 0.0002 

Atmost 4* 0.622168 76.23442 69.81889 0.0140 

Atmost 5* 0.572335 48.00854 47.85613 0.0484 

Atmost 6* 0.412339 23.37552 29.79707 0.2281 

Atmost 7* 0.226481 7.958979 15.49471 0.4698 

Atmost 8* 0.017488 0.511646 3.841466 0.4744 

*Significance at 10%. 
**Significance at 5%. 
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Ordinary least squares estimator 

 

Ridge estimator 

 

Regressors Coefficient Std.error t-stat VIF Regressors Coefficient 

const 4.185 2.03318 2.058 

 

const 7.5728 

X1t −0.411 0.371829 −1.104* 98.101 X1t 0.4938 

X2t −0.203 0.315069 −0.6454 74.622 X2t −0.3482 

X3t −1.073 0.758466 −1.415 230.034 X3t 0.829 

X4t 0.519 0.205811 2.523** 18.863 X4t 0.293 

X5t 0.054 0.261852 0.2069 36.848 X5t 0.138 

X6t 0.037 0.0799120 0.4606 2.953 X6t −0.044 

X7t 1.991 1.21072 1.645 757.146 X7t −1.455 

X8t −0.724 0.479498 −1.510 89.515 X8t 0.139 

Jarque−Bera test 
of normality 

1.260 
(0.5327) 

   
k 0.0033 

*Significance at 10%. 

**Significance at 5%. 

 

3.10 Validity and Reliability of Instrument 

1. Experts Econometricians from academic and professional Bureau will be employed. 

2. Stage A, B, C, D Econometrics criteria will be doggedly followed 

3. Research computation i.e, Economic (E-VIEW 7-1) will be utilized 

4. My supervisors who also a professor in Economics will make corrections for the 

purpose of the validity 

5. Moreso, conventional research methods will be using Cronbach’s Alpha (CA) 

reliability Test to check consistency (Cronbach, 1951) will be administered. 
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Reliability index which will be 85 points will be regarded as very satisfactory, since, it 

will only be when the points was less than 70 points that will be considered less 

satisfactory and will be rejected based on the maxim of (Nunnally, 1978) 

6. Likert Scale which shows Internal consistency will also be administered 

7. Regression Model will be utilized as an addendum to the validity reliability test. 

The reliability will superb because the researcher will be sure that all the validity rules and 

criteria will be doggedly and maximally followed to the later in order to ensure the accurate 

reliability of the instruments used as a procedure to gather the data.  

3.11 Summary of the Findings 

Taxation and good governance are likened to “two sides of the same coin”. Imposition of tax 

can create pressure for democratic accountability. Quality tax governance can similarly 

encourage a culture of voluntary compliance and increase revenue generation. In effect, good 

tax governance can engender good governance, and vice versa. Without good governance, 

including its key framing pillars of fairness, accountability, consent, equity and transparency, 

effective taxation becomes onerous 

The findings of the study revealed that personal income tax has significantly contributed to 

the level of economic growth in Kogi State Nigeria, though negatively. Contributions: Based 

on the findings of the study, it was recommended that the regulatory framework of taxation in 

the country should put in place a more effective tax revenue generation system that can 

enhance better administration of personal income tax. The measure should emphasize and 

address the accountability of personal income tax. In addition, a well-equipped database on 

personal income tax or taxpayers should be established by the governments with the aim of 

identifying all possible sources of income of taxpayers 
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CHAPTER FOUR 

DATA PRESENTATION AND ANALYSIS 

4.1 INTRODUCTION 

In this chapter, the presentation and analysis of data collected was taken on the Impact of 

Personal Income Tax the Government of Kogi State Nigeria is dealt with. The four (4) 

Hypotheses for the study was also analyzed in this chapter;. 

4.2 Data Presentation 

This data presentation and analysis would assist therefore to the different responses provided 

for the relevant questions that underline each of the hypotheses. 

Tax Group 2018 

CORPORATE 1,646,068 

INDIVIDUAL 771,120 

ENTERPRISEES 563,961 

Source:CBN Bulletin 2018 

 

 

Tax Group 2019 

CORPORATE 1,646,068 

INDIVIDUAL 771,120 

ENTERPRISEES 563,961 

Source:CBN Bulletin 2019 
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Government Expenditure 2018 

CORPORATE 1,646,068 

INDIVIDUAL 771,120 

ENTERPRISEES 563,961 

Source:CBN Bulletin 2018 

 

 

Government Expenditure 2019 

CORPORATE 1,646,068 

INDIVIDUAL 771,120 

ENTERPRISEES 563,961 

Source:CBN Bulletin 2019 

 

 

 

 

 

GOVERNMENT EXPENDITURES

CORPORATE BODY

INDIVIDUAL BODY

ENTERPRISES

INFRASTRUCTURES
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PIT’S PROCEEDURE OF COLLECTION 

CATEGORIES AMOUNT RECEIVED 

THE FIRST PERSON IN THE STATE 

GDP 

GDP PER CAPITAL 

LAND 

1.5 

4.66 

1.386.6 

27,470 

Source:CBN Bulletin 2018 

 

 

 

 

Trends of PIT in Kogi State Nigeria (2015-2019) 

YEARS TARGET CHARGE ACTUAL  

2015 

2016 

2017 

2018 

2019 

3,635.1 

3,635.1 

4,488.9 

4,886.1 

4,522 

5,007.7 

4,305.6 

4,714.6 

4,714.6 

3,714.8 

Source: CBN Bulletin 2019 

4.3 Data Analysis/ Findings 

Research Question One 

 Is personal income tax operation in Kogi State Nigeria significant? 

Discussions 

The first order autoregressive the model has a unit root. In this example, the characteristic  
If the process has a unit root, then it is a non-stationary time series. That is, the moments of 
the stochastic process depend on expenditure. To illustrate the effect of a unit root, we can 
consider the first order case, starting from y0 = 0: 
The variance depends on t since Note that the variance of the series is diverging to infinity 
with t. 
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The default settings are listed below:  

Unit root test Frequency zero spectrum default 
method 

ADF, DFGLS not applicable 

PP, KPSS Kernel (Bartlett) sum-of-covariances 

ERS Point Optimal AR spectral regression (OLS) 

NP AR spectral regression (GLS-
detrended) 

Automatic Bandwidth And Lag Length Selection 
 

There are three distinct situations in which EViews can automatically compute a bandwidth 
or a lag length parameter. 

The first situation occurs when you are selecting the bandwidth parameter  
 

Decision Rule 

The Auxiliary Regression (AR) detrended at NP, also AR was spectralin the OLS 

computation, this only mean that personal income tax operation in Kogi State Nigeria 

significant and it has aided economic growth cum Government expenditures in kogi state 

Nigeria 

Question Two 

Is there any level of challenges in personal income tax collection in Lokoja Nigeria? 

The level of poverty in kogi state is on the sky rocketed frequency, also the unemployment 

statistics in the state 67% as of 2017-2019, a regression test was carried out on the economic 

indices to find out the level of challenges in the state, you can see the test by your self in the 

appendix of this study. Dickey and Fuller (1979) show that under the null hypothesis of a unit 

root, this statistic does not follow the conventional tax’s t-distribution, and they derive 

asymptotic results and simulate critical values for various test and sample sizes. More 

recently, MacKinnon (1991, 1996) implements a much larger set of simulations than those 
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tabulated by Dickey and Fuller. In addition, MacKinnon estimates response surfaces for the 

simulation results, permitting the calculation of Dickey-Fuller critical values and The simple 

Dickey-Fuller unit root test described above is valid because the series is an AR(1) process. 

the series is correlated at higher order lags. 

Decision Rule 

The level of challenges in personal income tax collection in Lokoja Nigeria is having a co 

relationship with the enormousity in the level of poverty in the state which culminated the 

huge failure in personal income tax in kogi state. 

Question Three 

Is there a relationship between personal income tax revenue and government 

expenditure 

DISCUSSIONS 

Using Inland revenue board lokoja as a dummy variable index tax payments and the 

expenditure of kogi state was collated as a proxy for performance in the state from 2015-2019 

in the thought of Ahmed Mortaza (2005) and Alfred (2007). Holding tax payment as the 

independent variable, while, expenditures as the dependent variable, the tabular calculation 

was seen below 

Years 2016 2017 2018 2019 TOTAL 

X 35 25 15 49.9 124.9 

Y 40 30 19 55 144 

XY 1400 750 285 2744.5 5179,5 

X2 1225 625 225 2490.01 4565.01 

Y2 1600 900 361 3025 5886 

 

Using product method to calculate the correlation coefficient, the formula was shown below 

r =          sigman(xy)2 – (x)(y) 

n(x2)2 – (y)2* (nsigmay)2) – (y)2 

Substituting in the above formula, thus, 
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4(5179) – (124)(144) 

4(4565.01) – (124)2 * 4(5886) –(53)2 

 

 20716 - 17856 

18260.04 – 15376*23544-2809 

2860  

-361997093 = -19026.2212 

       2860 

-19026.2212 

= -0.15031887 

Statistical decision rules, when r is equal to the followings via calculation. Then decision 

making based on econometric mathematical standards will be easy to make, thus, 

When,  

r = 1 it means there exist a perfect positive correlation 

r = -1 it means there exist a perfect negative correlation 

r = 0 it means there exist no relationship between the variables 

r = < 0.5 or > 0.5, it indicate a weak relationship 

r = lies between + or – 0.8 < r to 0.9, it means there is a strong positive or negative 

correlationship between the dependent and independent variable  

Decision 

Since,  

The researcher’s computation was positive sign and approximately 0.2, it means that, ie, 

deducing from the econometric rules narrated above, the relationship between PIT and 

Expensive in kogi state Nigeria is an upward sloping, exactly like the conventional abnormal 

demand slope. But because the coefficient lies between 0.5, the relation was weak but not 
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very weak. There is a positive relationship between personal income tax revenue and 

government expenditure in kogi state Nigeria 

Question four 

Is there any relationship between personal income tax revenue and Inflation? 

A test was carried out using Johansen correlation regression, from the test, HAC corrected 

variance (Barlett Kernel) affirmed that there was a negative correlation between PIT and 

Inflation. The Asymtotic critical value at 10% was 0.347000 which also confirmed that, there 

a relationship between the inflation in kogi state and PIT tax collections in the state 

Decision 

There is a negative relationship between PIT and Inflation in Kogi State Nigeria. It only mean 

that PIT in the state is the cause of inflation, muttantis-mutandis, the acute poverty in the land 

of kogi state is as a result of too much imposition of taxes in the state. 

4.4 The Summary of the Findings 

1. The Auxiliary Regression (AR) detrended at NP, also AR was spectralin the OLS 

computation, this only mean that personal income tax operation in Kogi State Nigeria 

significant and it has aided economic growth cum Government expenditures in kogi 

state Nigeria 

2. The level of challenges in personal income tax collection in Lokoja Nigeria is having 

a co relationship with enormousity in the level of poverty in the state which 

culminated the huge failure in personal income tax in kogi state. 

3. The researcher’s computation was positive sign and approximately 0.2, it means that, 

ie, deducing from the econometric rules narrated above, the relationship between PIT 

and Expensive in kogi state Nigeria is an upward sloping, exactly like the 

conventional abnormal demand slope. But because the coefficient lies between 0.5, 

the relation was weak but not very weak. There is a positive relationship between 

personal income tax revenue and government expenditure in kogi state Nigeria 

4. There is a negative relationship between PIT and Inflation in Kogi State Nigeria. It 

only mean that PIT in the state is the cause of inflation, muttantis-mutandis the acute 

poverty in the land of kogi state is as a result of too much imposition of taxes in the 

state. 
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CHAPTER FIVE 

SUMMARY, CONCLUSIONS 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  

This study was on Assessing the Impact of Personal Income Tax on Kogi State Government 

Nigeria. Four objectives were raised which included, to examine the level of personal income 

tax operation in Kogi State Nigeria, to identify the level of challenges in personal income tax 

collection in Lokoja Nigeria, to examine whether there is relationship between personal 

income tax revenue and Kogi State government expenditure and to identify the relationship 

between taxation and inflation in Lokoja Kogi State Nigeria, four research hypotheses were 

formulated and four null hypotheses were posited in line with the objectives of the study. The 

researcher used questionnaires as the instrument for the data collection. Descriptive Survey 

cum expo factor research design was adopted for this study. Total populations of 300 were 

derived purposively and with 130 numbers of questionnaires and respondents which 

comprises of Inlan Revenue LokojaKogi State Nigeria were used for the study. The data 

collected were presented in tables and analyzed using chi-square method. Four 

recommendations were posited for the policy makers and the Government for action, 

conclusions was deduced in line with the findings of the study. 

5.3 Conclusion 

1. The Auxiliary Regression (AR) detrended at NP, also AR was spectral in the OLS 

computation, this only mean that personal income tax operation in Kogi State Nigeria 

is significant and it has aided economic growth cum Government expenditures in kogi 

state Nigeria 

2. The level of challenges in personal income tax collection in Lokoja Nigeria is having 

a co relationship with enormousity in the level of poverty in the state which 

culminated the huge failure in personal income tax in kogi state. 
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3. The researcher’s computation was positive sign and approximately 0.2, it means that, 

ie, deducing from the econometric rules narrated above, the relationship between PIT 

and Expensive in kogi state Nigeria is an upward sloping, exactly like the 

conventional abnormal demand slope. But because the coefficient lies between 0.5, 

the relation was weak but not very weak. There is a positive relationship between 

personal income tax revenue and government expenditure in kogi state Nigeria 

4. There is a negative relationship between PIT and Inflation in Kogi State Nigeria. It 

only mean that PIT in the state is the cause of inflation, muttantis-mutandis the acute 

poverty in the land of kogi state is as a result of too much imposition of taxes in the 

state. 

5.4   Recommendations  

In view of the findings above a few recommendations can be made to government,  

1. Government should genuinely recognize the essence of the impact of personal 

income as a panacea for economic growth and development.   

 

2. Government at all level should make income tax promising and enticing, for this 

will encourage villagers to venture into exploratory projects without fear and 

thereby reducing the rate of unemployment.  

 

3. The scope of income tax should be extended to remote villages also the training 

schemes should include technical skills, managerial skills and business skills, 

promotions should be strengthened to embrace all areas this is to devoid the 

discrepancy and limitation inclinations.   

 

4. The same way Kogi State Government embraced income taxation, it should also 

be extended to all other States in Nigeria 

 

5.5 Contribution to Knowledge  

1. There is evidence that the consumers are enthusiastic about personal income tax strategy. 

However, it is clear that Government is always reluctant about tax undermining the economic 

benefits. . Unarguably, income personal tax is not only solution to Economic growth problem 
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but it does have represents a robust platform in facilitating a route to robust economic 

sagacity.  

2. Spread the good word.  The Nigeria Government, Jack Ma, Richard Branson, Oprah 

Winfrey, Steve Jobs. Are great role models to encourage income personal tax across the 

globe, tell the positive story, publicly celebrate success and bring in the promotion affair 

sector to help get the word out and engage the villagers in the wonders of economic 

opportunity, one success story can lead to another. 

3. Encourage a national, regional and local Government. Foster hubs, incubators, 

accelerators and networks to bring the best talent together. Start early with outreach programs 

aimed at the salary earners and students while they are still in school. In conclusion: set the 

stage early for youth to think about tax even in other states. Provide the ecosystem for 

success. Create the foundation and framework that fosters and attracts talent, capital and most 

importantly, women leaders. We need to ask ourselves: is there more that can be learned from 

Silicon Valley and other successful ecosystems 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



54 
 

REFERENCES 

1. Adams R. H., “Remittance and poverty in Ghana,” Working Paper 3838, World Bank Policy 

Research, 2006. View at Publisher · View at Google Scholar 

2. Adams R. H., “Remittances, poverty, and investment in Guatemala,” in International 

Migration, Remittances and the Brain Drain, C. Ozden and M. Schiff, Eds., pp. 53–80, World 

Bank and Palgrave Macmillan, Washington, DC, USA, 2006. View at Google Scholar 

3. A. De Sherbinin, “Rural household micro-demographics, livelihoods and the environment,” 

in Proceedings of the Background Paper, Population-Environment Research Network Cyber 

Seminar, April 2006. 

4. H. De Haas, Engaging Diasporas: How Governments and Development Agencies Can 

Support Diaspora Involvement in the Development of Origin Countries, A Study for Oxfam 

Novib, Oxfam Novib, Den Haag, The Netherlands, 2006. 

5. Y. Niimi and C. Ozden, “World Bank Policy Research,” Working Paper 4087, 2006. View at 

Google Scholar 

6. World Bank, World Bank Indicators Online, World Bank, Washington, DC, USA, 2007. 

7. A. Adepoju, “Issues and recent trends in international migration in Sub-Saharan 

Africa,” International Social Science Journal, vol. 52, no. 165, pp. 383–394, 2000. View at 

Google Scholar · View at Scopus 

8. A. Adepoju, “Changing configuration of migration in Africa,” Migration Information Source, 

2004, http://www.migrationinformation.com/Feature/display.cfm?ID=251. 

9. R. Black, S. Ammassari, S. Mouillesseaux, and R. Rajkotia, “Migration and pro-poor policy 

in West Africa,” Working Paper C8, University of Sussex, DRC on Migration, Globalization 

and Poverty, 2004. View at Google Scholar 

10. Economic Commission for Africa (ECA), “International migration and the achievement of 

MDGs in Africa,” in Proceedings of the International Symposium on International Migration 

and Development, Turin, Italy, June 2006. 

11. N. N. Sorenson, “The development dimension of migrant remittances: toward a gendered 

typology,” in Proceedings of the International Forum on Remittances, Washington, DC, 

USA, June 2004. 

12. I. A. Madu, “Spatial inequality in Nigeria: the imperative of geographic perspectives in the 

development process,” Journal of Social and Economic Development, vol. 8, no. 2, pp. 105–

120, 2006. View at Google Scholar 



55 
 

13. J. R. Harris and M. P. Todaro, “Migration, unemployment and development: a two-sector 

analysis,” The American Economic Review, vol. 60, no. 1, pp. 126–138, 1970. View at 

Google Scholar 

14. A. T. M. N. Amin, “Economics of Rural—Urban relations reexamined in the light of growing 

environmental concerns,” Regional Development Studies, vol. 1, pp. 27–54, 1994. View at 

Google Scholar 

15. Q. M. Islam, “What about the slum dwellers,” The Bangladesh Observer, Dhaka, Bangladesh, 

1999. 

16. P. C. Bhattacharya, Rural-to-Urban Migration in LDCS: A Test of Two Rival Models, 

Economics Division, vol. 14, School of Management, Heriot-Watt University, Edinburgh, 

UK, 2002. 

17. R. Afsar, Internal Migration and the Development Nexus: The Case of Bangladesh, 

Bangladesh Institute of Development Studies, Dhaka, Bangladesh, 2003. 

18. E. Berner, “Poverty alleviation and the eviction of the poorest: towards Urban land reform in 

the Philippines,” International Journal of Urban and Regional Research, vol. 24, no. 3, pp. 

554–566, 2000. View at Google Scholar · View at Scopus 

19. T. Wang, A. Maruyama, and M. Kikuchi, “Rural-Urban migration and labor markets in 

China: a case study in a Northeastern province,” The Developing Economies, vol. 38, no. 1, 

pp. 80–104, 2000. View at Google Scholar · View at Scopus 

20. F. Ellis, A Livelihoods Approach to Migration and Poverty Reduction, Paper Commissioned 

by the Department for International Development (DFID), Overseas Development Group, 

University of East Anglia, 2003. 

21. G. J. Gill, “Seasonal labour migration in Rural Nepal: a preliminary overview,” Working 

Paper 218, Overseas Development Institute, London, UK, 2003. View at Google Scholar 

D. P. Pun, Rural landscape change: landscape practices, values and meanings the case of 

Jagatpur VDC, Chitwan, Nepal [MPhil Thesis in Social Change], Department of Geography 

Norwegian University of Science and technology 

Ali, H.O. (2014) Educational research method, Ele-Ojo printing Press.Kogi – Nigeria. 

Agbo J. C. Onu (2000, PP 1-7, 20, 185-197) Marketing today. 

Akintunde, Olusegun J. Jos business School 19– 21 May 2008  course paper for building a 

competitive marketing advantage workshop no. 12 Ibrahim Taiwo Road GRA Jos. 

A News Latter from SWAN-www.swan.com 

Allan B. (1978), Business Management- marketing Option, New York.  



56 
 

New York Press, New York. 

Broun Charles serge N. Simimor (1993) why is water blue. 

Brief History of Spring Water Nigerian Limited, Retrieved from  

Http://www.springwaternigerianlimited.com/swn/index.phy?=on 6th April, 2019. 

Chris Adedife FIH M.IOD, UACN PLC Training School Apapa 2010,  course papers for 

implementing wining sales and channel development strategies.  

Committee of definitions (1960) marketing: A glossary of marketing terms,   Chicago 

American marketing association Chicago. 

Consumer sales promotion techniques. Retrieved from http://en.wikipedia.org.wiki/sales 

promotion on 6th April, 2009. From Wikipedia.The encyclopedia.  

Fulusho Olomololaye (1964): research methods and Statistics. 

Ffowler and Fowler (1994): “Interview in perspective in a book  

“Research methodology.New York Press. 

George E. Belch and Michael A. Belch (2000) Advertising and  promotion integrated 

marketing communication perspective McGraw Hill New York. 

Guilfordin J.P and Frucher (1973) Fundamental Statistics in  

Psychology and education.London McGraw Hill. 

Jeffrey Utz M.D, The madsci network “Re what percentage of the  human body is compose 

of water? 

John Stephen (1969) business and management studies tech your  self books. 

Lesson 24: Sales Promotion, Retrieved from  http://nos.org/secbsconur/24.pdf on 6th April, 

2009. 

Musa E. Samdi (2007) Development Customer service for growth and  profitability presented 

at a workshop for spring water (Nig) Ltd. 

Philip Kotler (1991, PP337-369) Marketing management the  millennium edition. 

Philip Kotler (1980) Principles of marketing pemtice Hall Inc Journals. 

Peterson Christian (1976): A handbook of Consumers Sales  Promotion, Kluwer Harrap. 

Philip Kotler (1993), Marketing: An Introduction, McGraw Hill New York USA. 

Philip R. Cateora (1996), Internal Marketing Huntington Library,  California. 

Sales promotion Strategy, Retrieved from  

http://www.smallbusinessbible.org/salespromotionstrategy.htm1on 6th April, 2009. 

William D. Perreault, Jr. E. and Jerome McCarthy (1996) Basic  Marketing. 

  



57 
 

Appendix 1 

Economic Indicators 

Years RGDP EDS DSP EXR INV 

2000 257 7844 415 0000 4.240000 2.02 7323.000 

2001 255 9970 100 8000 3.100000 4.02 10661.00 

2002 275 4096 134 0000 8.470000 4.54 12383.70 

2004 295 0908 240 4000 16.59000 7.39 18414.00 

2005 328 6061 298 6000 32 15000 8.04 30626.80 

2006 328 6445 328 5000 33 51000 9.91 35423.90 

2007 337 2886 544 3000 47.04000 17.3 5840.30 

2008 342 5405 633 1000 40.11000 22.05 96915.50 

2009 345 2285 648 8000 40.34000 21.89 105575.5 

2010 352 6462 716 6000 35.47000 21.89 204047.6 

2011 377 8308 595 9000 32.76000 21.89 242899.8 

2012 367 2181 617 3000 41.07000 21.89 204047.6 

2013 388 4681 633 0000 27.85000 21.89 242256.3 

2014 393 1072 2577 400 159 8900 92.69 231661.7 

2015 412 3320 3097 400 1752100 102.1 331661.7 

2016 431 7832 3176 300 238 2300 111.9 327135.7 

2017 451 7857 3932 900 141 3400 120.9 499681.5 

2018 495 0072 4478 300 234 0400 129.4 865876.5 

2019 527 5760 4890 300 234 2600 133.5 863072.4 

2020 561 9314 2695 100 1181 520 132.2 804400.8 

SOURCE; CBN. Statistical Bulletin debt management office, 2018 
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Appendix 2                                                 REGRESSION RESULTS 

Dependent Variable 

Method; Ordinary Least Square 

Date ; 02/04/18  Time ; 03:22 

Sample: 2016-2019 

Included Observations 

Variable                                      Coefficent,  std error  t-statistics  probability  

EDS -7 043541  2 153480  -3 270771   0.0032 

DSP -28 47250  8 496681   6 247859   0.0027 

EXR 329 5055    52.73894    6.24859     0.0000 

INV 3.64E-07      2 18E-07     1.667494    0.6382 

C -2042.645      4288.638      -0.476292    0.6382 

R-squared 0.699928   mean dep. Var.             10778.35 

Adjusted R-squared 0.649916   S.D. dependent var.       23163.54 

S.E of regression 13705.39   Akake info criterion          22 04455 

Sum squared residual 4.51E+09     Schwarz criterion              22 28029 

Log likelihood -314 6460     F-statistic                            13 99519 

Durbin-Watson statistic 1.318170       prob(f-statistic)                   0.00000 
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Appendix 3 

Exogenous constant 

Bandwidth 0 (Newey-west using Bartett kernel) 

 Adj t-stat             prob. 

Philip-perron test statistic 0.174812 0.9658 

Test for critical value    1% level          -3 689194 

                                            5% level                                             -2 971853 

                                             10% level          -2 625121 

*mackinnon (1996) one-sided p-value 

Residual variance (no correction)                                                                        99355639 

HAC corrected variance (Bartett kernel)                                                              99355639 

 

Appendix 4 

Null hypothesis D (RGDP) has a unit root 

Exogenous constant, linear trends 

Banwidth; 2 (Newey-west using Bartel kernel) 

 Adj t-stat        prob. 

philip-perron test statistic                                                         -5 348313         0.0010 

Test of critical values          1%                                              -4 339330 

                                               5% -3 587527 

                                               10% -3 229230 

Mackinnon (1996) one-sided p-value 

Residual variance (no correction) 93231334 
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HAC corrected variance (Bartett kernel) 840349645 

 

JOHANSEN TEST FOR CO-INTEGRATION 

Appendix 5 

Date: 01/16/18      Time:   04:24 

Sample (Adjusted): 2016-2019 

Trend assumption: Linear deterministic trend 

Series: RGDP EDS DSP  EXR  INV 

Lags interval (in first difference): 1 to 1 

Unrestricted cointegration Rank test 

Hypothesis         Trace           5%           1% 

No. ofCE(S)             Eigenvalue        t-statistic      critical val.      Critical val. 

None ** 0.973616 155.4464 68.52 76.07 

At most 1 ** 0.700132 57.30191 47.21 54.46 

At most 2 0.518311 24.78278 29.68 35.65 

At most 3 0.169203 5.060430 15.41 20.04 

At most 4 0.002051 0.055442 3.76 6.65 

*(***) denotes rejection of the hypothsis at the 5%(1%) level 

Trace test indicates 2 cointegrating equation(s) at both 5% and 1% levels 

 

 

 

Cointegration test Mackeigenvalue 
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Appendix 6 

Hypothesis mack-Eigen  5% 1% 

No of CE(s)       Eigenalue         statistic        critical val.              Critical val. 

None ** 0.973616 98.14451 33.46 38.77 

At most 1 0.700132 32 51915 27.07 32.77 

At most 2 0.518311 19.72233 20.97 25.52 

At most 3 0.169203 5.004988 14.07 18.63 

At most 4 0.002051 0.055442 3.76 6.65 

*(**) denotes rejection of the hypothesis at the 5% and 1% level of significance 

Mack-Eigenvalue test indicates 2 cointegrating equation(s) at both 5% and 1% levels 

Normalisedcointegratingcoeficents (std. err. In paranthesis) 

RGDP                         EDS                 DSP                 EXR                        INV 

1.000000 13.97700  49.19111  -524.4089    -14.75774 

 (0.38531) (2.00933) (10.8699) (30.5218) 

Appendix 7 

Philip perron equation test 

Dependent variable D (EXR.2) 

Method: Least square 

Date: 01/16/18      Time: 00:47 

Sample (Adjusted) 2016-2019 

Included observations: 27 after adjusting end points 

Variable                              Coeficent        std. Error             t-statistic              prob. 

D(EXR(-1) -1.011098 0.200224 -5.049827 0.0000 
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C 6.157146 3.101892 1.984965 0.0582 

R-squared 0.504958 mean dep.var.              0.343333 

Adjusted R-squared 0.485156 S.D. var. 20.85862 

S.E. of regression 14.96660 Ajake info criterion 8.320707 

Sum squared 5599.980 schwarz criterion 8.416695 

Log likelihood -110.3295 f-statistic 25.50076 

Durbin wartson stat. 1.997828 prob(f-statistic) 0.000033 

 

Appendix 8 

Null hypothesis of D(EXR) has a unit root 

Exogenous: constant 

Bandwidth: 0.139 (Andrews using Bartett kernel) 

 Adj. t-stat. prob. 

philipperron test statistic -5.049827 0.0004 

Test of critical val.                   1%  -3.69987.1 

                                                    5%  -2.976263 

       10% -2.62740 

Mackinnon(1986) one-sided p-values. 

 

Residual variance (no correction) 

 207.4067 

HAC:corrected variance (Barttettkrenel) 2074067 

 



63 
 

Appendix 10 GRANGER CAUSALITY TEST 

Pairwise Granger causality Tests 

Date; 01/16/18        Time;  00:48 

Sample: 2016-2019 

Lags: 2 

Null Hypothesis Obs f-statistic probability 

EDS does not Granger Cause RGDP 27 0.16476 0.84913 

RGDP does not Granger cause EDS 0.00146 0.99854  

DSP does not Granger RGDP 27 0.12052 0.88704 

RGDP does not Granger cause DSP 0.07923 0.92409 

EXR does not Grander cause RGDP 27 2.26666 0.12733 

RGDP does not Granger cause EXR 0.00181 0.99819 

INV does not Granger cause RGDP 27 4.43465 0.02409 

RGDP does not Granger cause INV 3.37705 0.0260 

DSP does not Granger cause EDS 27 0.37936 0.68869 

EDS does not Granger cause DSP 13.5810 0.00014 

EXR does not Granger cause EDS 27 0.03763 0.96313 

EDS does not Granger cause EXR 0.48229 0.62374 

INV does not Granger cause EDS 27 0.011685 0.983340 

EDS does not Granger cause INV 0.11833 0.88896 

EXR does not Granger cause DSP 27 0.33694 0.71757 

DSP does not Granger cause EXR 1.54639 0.23529 

INV does not Granger cause DSP 27 0.15816 0.85467 
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DSP does not Granger cause INV 1.50868 0.24322 

INV does not Granger cause EXR 27 0.13155 0.87742 

EXR does not Granger cause INV 2.58158 0.09837 


