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Abstract 

The government has the responsibility of ensuring the social welfarism for its citizens. To 

carry out this primary function effectively, huge amount of money is required by the 

government to meet up with this task. The needs by the government to increase her revenue 

has become a need of necessity. The lack of funding to support government operations causes 

stakeholders to worry about finding alternate ways to bring in money for the government. It’s 

in this light that this study investigates the revenue generated and its effect on the economic 

prospect of Nigeria using granger causality approach for the period between 2002 - 2024. 

The study found that CIT has positive and significant effect on GDP with the co-efficient 

0.7677 and p-value 0.000 while the PPT and CED have positive but insignificant effect with 

the co-efficient (0.1676; 0.0297) and p-value (0.203; 0.600) respectively. The study 

concludes that revenue can be used to brag about and enhance Nigeria's economic expansion 

and thereby recommend that government policy should also focus on fostering an 

environment that is favorable to investment in order to draw in foreign capital; any rise in 

investment has the potential to increase employment opportunities for the populace. This will 

be very helpful in showcasing Nigeria's economic expansion. 
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1. INTRODUCTION 

Due to population growth, technological advancements, and the fact that the 

government's reliance on resources is eroding annually, government responsibilities 

are growing daily. Ensuring social welfare for its population is the duty of the 

government. To carry out this primary function effectively, huge amount of money 

is required by the government to meet up with this task (Nwaiwu & Macgregor, 

2018). The needs by the government to increase her revenue has become a need of 

necessity. Oil revenue, non-oil revenue, and federal government independent 

revenue are some of the different sources of government revenue in Nigeria. Over 

the years, these revenues have been used by the federal government and its 

subnational components to maximize their various fiscal responsibilities, such as 

providing social amenities, infrastructure, debt servicing, and adequate security and 

territory defense, all of which are geared toward the nation's economic development 

(Obareti & Uwaifo, 2020). 

To fund its operations, the Nigerian government mostly relied on funds that 

had accumulated in the government coffers from the petroleum industry (Okwara & 

Amori, 2017). Due to the ongoing decline in the price of crude oil on the global 

market, the petroleum industry's revenue has substantially decreased in recent years 

(Olaoye & Bankole, 2019). The ongoing decline in the price of crude oil has 

drastically cut into government money that should be utilized for Nigeria's continued 

economic development and progress. The lack of funding to support government 

operations causes government officials, academics, industry captains, economists, 

and financial specialists to worry about finding a different way to bring in money 

and lessen the government's dependency on crude oil revenue (Adeniran & Uguru, 

2020). 

Every nation's ability to finance its daily expenses and meet its infrastructure 

needs depends on the amounts of resources it generates and controls (Okoye & 

Olayinka, 2021). It is thought that a well-structured revenue generation system will 

provide both internal and external resources. Globally, the rate and degree of 

economic prospect are determined by revenue, a tool of macroeconomic policy 

(Adeusi et al., 2020). One tool the government uses to raise public revenue is 

taxation. It is a mandatory tax that the government levies on the earnings, profits, or 

assets of private citizens, social groups, and business entities.  

The primary objective of revenue generation is to enable the public sector to 

finance its operations in order to achieve the nation's social and economic goals. 

Redistribution of wealth is another way that it could be done to guarantee social 

justice (Olayemi & Adeleye, 2023). Therefore, taxes can be used as a tool to achieve 
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both macroeconomic and microeconomic objectives. Due to their predictability and 

flexibility, taxes are the most fundamental and dependable source of funding for the 

government. The attribute of certainty denotes the assurance of tax collection from 

taxpayers under all other circumstances (Onyekwelu et al., 2018).  

The nation's much-needed public goods and services have hardly improved 

as a result of the growth in the nation’s income for the period being, and they have 

not clearly translated into economic advancement (Adegbite, 2021). Despite massive 

resource inflows of revenue of the Nigerian economy, yet, economic performance 

has been diminishing as it continues to record low per capita income, infrastructural 

decay, a skyrocketing debt overhang, nearly doom power supply, and a large number 

of unemployed youths, among other issues (Olayemi & Adeleye, 2023). Around the 

world, tax revenue is regarded as a significant key aspect of funding for 

governments. They uses tax revenue to carry out its constitutional responsibility that 

entails supplying public goods, upholding law and order, defending the country’s 

territory against aggression, and regulating commerce and business to maintain 

social and economic stability.  

Nonetheless, there is proof that taxes do not have a significant impact on economic 

growth in Nigeria, mainly due to inadequate administration (Adeniran & Uguru, 

2020). Nigeria's tax administration faces several major challenges that entails double 

taxation, poor accountability, corruption among tax officials, lack of proper records, 

collusion between taxing officials and tax payer, high tax rates, taxing the low-

income earners as against the rich and ineffective tax collection methods 

(Onyekwelu et al., 2018). 

With an emphasis on the influence of all government revenue streams, 

including taxes, on the nation's economic development, the study attempts to 

investigate the relationship between different government revenue sources and 

economic prospect in Nigeria for the period between 2002-2024. The study aims to 

bridge a research gap by investigating the impact of all forms of government-

acquired income, including taxes, on Nigeria's economic growth.  The broad 

objective of the study is the revenue generated consistence with economics prospect 

of Nigeria? A granger causality approach. The specific objectives of the study were: 

i. To examine the effect of petroleum profit tax on economic growth in 

Nigeria. 

ii. To investigate the impact of company income tax on economic growth in 

Nigeria. 

iii. To examine the influence custom and excise duty on economic growth in 

Nigeria. 

Several studies have been conducted across the globe on the revenue 

generated and the economic growth. Dominate this body of knowledge were the 

studies by Adegbite (2021) on taxation and its effect on transportation: A granger 
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causality approach in Nigeria; Peter and Ferdinand (2016) conducted a study titled 

Nigeria’s revenue profile and its development; Olayemi and Adeleye (2023) 

researched on the nexus between revenue generation and economic growth in 

Nigeria. In another development, Adeniran and Uguru (2020) conducted a study on 

topic titled granger causality effect of taxation on economic growth in Nigeria. 

Yahaya and Bakare (2018) conducted a study on effect of petroleum profit tax and 

its effect on economic growth and development. It has been discovered that none of 

these studies carried its study on revenue generated consistence with economics 

prospect of Nigeria? Using granger causality approach. The findings of this study 

will complement the body of knowledge already available on the topic under study, 

as well as act as a fundamental reference for future investigations. The study employs 

rigorous statistical methods, such as the Johansen test of co-integration and the 

Vector Error Correction Model (VECM), to analyze the long-term relationship 

between revenue components and economic prospect in Nigeria.  

2. LITERATURE REVIEW AND THEORETICAL UNDERPINNING 

Concept of Revenue: Public revenue, sometimes referred to as public 

income, is the money the government receives from taxes. There are two definitions 

for public revenue: narrow sense and wider sense (Olayemi & Adeleye, 2023). 

Public revenue is defined as income from taxes, the cost of goods and services 

provided by public sector enterprises, and proceeds from fees and other 

administrative charges. Government raises revenue to meet its social needs (Okoye 

& Olayinka, 2021). Revenue generation could be viewed as the annual or periodical 

yield of taxes, as well as other sources of income that a nation receives into their 

treasury for public use (Olaoye & Bankole, 2019).  

According to Adegbie et al., (2020) there are three main sources by which 

government raises revenue to finance its expenditure these are tax sources, non-tax, 

and capital receipts. Revenue is defined by Fayemi (2001) as all tolls, taxes, impress, 

rates, fees, duties, fines, penalties, fortunes, and other government receipts from any 

source that occur over a period of time. Taxes on the incomes and wealth 

accumulation of people and businesses, as well as on the goods and services 

produced, exported, and imported, and capital receipts in the form of external loans 

and debts from international financial institutions, are some of the sources of revenue 

that the government receives (Ganyam et al., 2019). In a larger sense, public revenue 

refers to all of the money received by the government in a given time period, 

including public borrowing from banks and private citizens. 

Concept of Taxation: The government imposes taxes as a levy against the 

income, profit, or wealth of an individual, partnership, or corporate organization 

(Khumbuzile & Hlalefang, 2018). According to Khumbuzile and Hlalefang (2018), 

taxes are mandatory payments made by individuals and organizations to the relevant 

federal, state, or local government Inland Revenue authorities. Taxes are a financial 

charge levied by the government on income received by individuals, corporations, 
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businesses, and properties that produce revenue. Similarly, it is inhumane when the 

state uses its power to enforce property ownership and required monetary 

contributions from citizens to fund public services and necessities for the broader 

populace (FIRS, 2012). Communities and societies have long used taxes as a means 

of raising funds for public needs and improving the economic, social, and living 

conditions of their members. 

Socio Political Theory: This taxation philosophy holds that social and 

political goals should be the determinant when imposing taxes. Accordingly, societal 

problems should be addressed by tax structures rather than those that are intended to 

benefit individuals (Chigbu et al., 2012). Wagner is of the view that taxes play a 

determinant role in reducing income disparities while advocating for a modern 

welfare approach (Chigbu et al., 2012). Adolph Wagner felt that every economic 

problem must be investigated in the context of its social and political environment 

before a practical solution could be unravel. He did not believe in the individualistic 

approach to problem solving (Etim et al., 2021). 

Benefit Received Theory: proves that government and its citizens have an 

exchange relationship. Members of society receive benefits from the state, including 

infrastructural facilities, and they reimburse the government for all goods and 

services received in relation to the benefits received (Ayeni et al., 2017). These 

include regularized labor, infrastructure, and capital markets, to mention but few 

(Amadi & Alolote, 2019). 

Empirical Review: Several scholars have researched on the taxation and or 

revenue generation and its effect on economic growth in Nigeria. Among are studies 

by Ayeni and Cordelia (2022) where they assess tax revenue and economic growth 

in Nigeria. It was discovered that the study variables GDP, PPT, CIT, and VAT are 

stationary at first difference. As a result, a long-term relationship is revealed by a 

Johansen co-integration test. The results show that VAT and PPT significantly and 

favorably affect GDP.  

John and Dickson (2020) revealed that VAT and CIT had an insignificant 

but positive impact on economic growth in the study conducted in Nigeria ranges 

between 1984 -2018 Adjusted GDP was negatively and negligibly impacted by PPT, 

positively and significantly by VAT, and negatively and significantly by CIT. Adeusi 

et al. (2020) examine the effects of non-oil revenue on Nigeria's economic growth. 

Non-oil revenue for the years 1994–2018 included CIT, VAT, PIT, and CED. 

According to the study, company income tax and personal income tax have a 

significant negative impact on economic growth, whereas value added tax and 

customs and excise duties have a more pronounced positive impact. 

Dladla and Khobai (2018) in Zimbabwe testing with a vector error correction 

model and the Granger causality test. The findings indicate that taxes have an impact 

on resource distribution and skew economic growth. Olaoye and Ayeni (2018) 
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investigated the effects of customs duties and value-added tax on Nigeria's revenue 

generation. The estimation methods included Granger causality tests and 

Autoregressive Distributed Lag (ARDL). The study's conclusions showed that 

taxation significantly granger economic growth of the country. 

3. RESEARCH METHODOLOGY 

In earlier research on the connection between revenue generated and 

economic prospect, traditional econometric techniques, such as pooled ordinary least 

square (OLS) regression, random and fixed effects regressions, instrumental 

variables and two-stage least square estimation, as well as Vector Auto Regression 

models, were widely used (for instance see Aliyu et al., 2015; Olaniyi & Abubakar, 

2018; Jayeola et al., 2017; Miko & Sahnum, 2018). This study, however, employed 

a granger causality dynamic model with the aid of a more advanced estimating 

strategy (Modified Ordinary Least Square) method.  

The association between the lagged dependent variables and the error term 

also demonstrates endogeneity, which biases the predicted coefficient of the lagged 

dependent variable when using OLS estimation. Data were sourced from the CBN 

statistical bulletin. This study makes the assumption that a Nigeria economic 

prospect may be influenced by its revenue generated. The estimator model is as 

follows: RGDP = f (VAT, PPT, CIT). 

The Econometric equation form of the Model:  

RGDPit = β0 + β1CEDit + β2CITit + β3PPTit + µit 

Where: 

RGDP = Real gross domestic product;  

CED = Custom and Excise Duty;  

CIT = Company Income Tax;  

PPT = Petroleum Profit Tax. 

4. DATA ANALYSIS AND INTERPRETATION 

Table 1: Unit Root Test 

Variable Augmented Dickey-

Fuller 

P-Value DF-GLS Test t-

Statistic 

DLOGGDP -8.098 0.0000 -4.406 

DLOGPPT -5.933 0.0000 -5.042 

DLOGCIT -8.481 0.0000 -3.792 

DLOGCED -5.751 0.0000 -5.413 

Source: Author’s Computation, 2025 

Table 1 displays the results of the Stationarity test. A t-statistic greater than 

5% indicates that the data are stationary, as does a significant p-value and critical 

value. At the level, the variables t-statistic are greater than the 5 percent critical value 
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for all but the GDP, which is not significantly affected by the variable PPT, CIT, or 

CED. CED, CIT, and PPT are initially stationary variables. 

Table 2: OLS Regression Result of LogGDP on LogPPT, LogCIT and LogCED 

DLOGGDP Coefficient P-Value 

DLOGPPT 0.1676323 0.212 

DLOGCIT 0.7677581 0.000 

DLOGCED 0.0297079 0.604 

Mean VIF 

R-Square 

Prob>F 

4.63 

0.9380 

-0.0000 

Source: Author’s Computation, 2025 

Table 2 results for the Ordinary Least Square regression show an R-square 

of 93.8 percent. Since the R-square is higher than 80 percent, the model is fit for the 

study, with an overall p-value of 0.0000. Company income tax, when examined as 

an individual variable, shows a positive and significant effect on GDP with a 

coefficient of 0.7678 and a p-value of 0.0000. In contrast, variables PPT and CED 

show no significant effect on GDP with a coefficient of 0.1676 and 0.0297 and p-

values of 0.212 and 0.604, respectively. Because most of the variables in Table 3 are 

not significant, the study continues with the analysis of Fully Modified Ordinary 

Least Square using GLM. 

Table 3: Fully Modified Ordinary Least Square Using GLM 

Variable Co-efficient P-Value 

DLOGPPT 0.1676323 0.203 

DLOGCIT 0.7677581 0.000 

DLOGCED 0.0297079 0.600 

Source: Author’s Computation, 2025 

The p-value in Table 3 OLS regression was altered by the Generalized 

Linear Model regression result in Table 4. Even though the values of the variables 

decrease, the variables PPT and CED remain non-significant, as shown by their 

respective p-values of 0.203 and 0.600 and their respective coefficients of 0.1676 

and 0.0297. 

Table 4: (Multicollinearity) Correlation Test 

Variable LogGDP LogPPT LogCIT LogCED 

LOGGDP 1.0000    

LOGPPT 0.9000 1.0000   

LOGCIT 0.9666 0.9066 1.0000  

LOGCED 0.6177 0.5380 0.6236 1.0000 

Source: Author’s Computation, 2025 

Using pair-wise correlation analysis, Table 4 illustrates the relationship (or 

lack thereof) between the independent variables. The findings indicate that no 
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variable's coefficient is greater than 0.5, indicating the absence of multi-collinearity 

among the variables (Gujarati, Porter & Gunasekar, 2013). 

Table 5: Granger Causality Test 

Equation Chi2 df Prob>chi2 

LogGDP                          LogPPT 

LogGDP                          LogCIT 

LogGDP                          LogCED 

LogGDP                          ALL 

6.2277 

2.0685 

0.73947 

10.351 

2 

2 

2 

6 

0.044 

0.355 

0.691 

0.111 

LogPPT                         LogGDP 

LogPPT                         LogCIT 

LogPPT                         LogCED 

LogPPT                         ALL 

6.7518 

8.1519 

0.02258 

13.999 

2 

2 

2 

6 

0.034 

0.017 

0.989 

0.030 

LogCIT                          LogGDP 

LogCIT                          LogPPT 

LogCIT                          LogCED 

LogCIT                          ALL 

9.2167 

2.7421 

1.0322 

17.168 

2 

2 

2 

6 

0.010 

0.254 

0.597 

0.009 

LogCED                          LogGDP 

LogCED                          LogPPT 

LogCED                          LogCIT 

LogCED                          ALL 

1.6458 

1.1601 

0.28721 

7.7617 

2 

2 

2 

6 

0.439 

0.560 

0.866 

0.256 

Source: Author’s Computation, 2025 

Granger Causality Table 5 test results demonstrate that, while variable 

LogGDP granger causes PPT with a p-value of 0.044 and coefficient 6.2277, it does 

not granger cause CIT, CED, or ALL, with p-values of (0.355, 0.691, and 0.111) and 

Chi2 of (2.0685, 0.73947, and 10.351), respectively. In a different development, 

LogPPT does not granger cause LogCED with p-value 0.989 and chi2 0.02258 at 5 

percent level of significant, whereas LogGDP, LogCIT, and ALL have p-values of 

0.034, 0.017, and 0.030, respectively, with Chi2 (6.7518, 8.1519, and 13.999). 

Furthermore, LogCIT granger causes LogGDP and ALL, which have 

corresponding p-values of 0.010 and 0.009 and Chi2 values of 9.2167 and 17.168. 

However, LogCIT variables do not contribute to LogPPT and LogCED, which have 

p-values of 0.254 and 0.597 and Chi2 values of 2.7421 and 1.0322, respectively. 

Furthermore, the variables LogPPT, LogCIT, LogCED, and ALL have p-values of 

0.439, 0.560, 0.860, and 0.256, respectively, and the coefficients are 1.6458, 1.1601, 

0.2872, and 7.7617 for LogCED. 

Table 6: Breusch-Godfrey LM Test for Autocorrelation 

Lags(p) Chi2 Df Prob>Chi2 

1 0.963 1 0.3264 

Source: Author’s Computation, 2025 

H0: No serial Correlation 
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Godfrey-Breusch LM Table 6 autocorrelation test result, which has a p-value 

of 0.3264 more than 0.005 percent reveals that there is no autocorrelation. This 

indicates that the variables do not exhibit autocorrelation. Consequently, this 

proposes that the data are of a homoscedastic in nature. This suggests that there is 

not much of a correlation between the independent variables. 

Table 7: Johansen Test for Cointegration 

Maximum Rank Parms LL eigenvalue Trace Statistic 5% critical value 

0 16 0.227035 0.7108 34.40303 0.0048 

1 16 0.180028 0.7480 41.56609 0.0005 

2 16 0.092876 0.7909 52.94472 0.0000 

3 16 0.728638 0.5376 16.27757 0.4338 

4 68 73.580292 0.10604   

Source: Author’s Computation, 2025 

Table 7 displays the co-integration test results from the Johansen test. For 

rank 0, rank 1, rank 2, rank 3, and rank 4, there is no correlation if the trace statistic 

is larger than the 5% critical value. The outcome showed that the trace statistic in 

rank 0 (70.5715) is higher than the 5 percent critical value of 47.21, but there is co-

integration in rank 3 and rank 4 at certain points. Since there is co-integration, this 

will now cause us to run the error correction model's result. 

Table 8: Vector Error-Correction Model 

Equation Parms RMSE R-Square Chi2 P>Chi2 

D_Loggdp 16 0.227035 0.7108 34.40303 0.0048 

D_Logppt 16 0.180028 0.7480 41.56609 0.0005 

D_Logcit 16 0.092876 0.7909 52.94472 0.0000 

D_Logced 16 0.728638 0.5376 16.27757 0.4338 

Source: Author’s Computations, 2025 

With the exception of LogCED, which has a p-value of 0.4338, all variables 

were significant at the 5% level of significance, according to the results of the error 

correction model in Table 8. Particularly, the p-values for LogGDP, LogPPT, and 

LogCIT were 0.0048, 0.0005, and 0.0000, respectively, indicating that they were all 

significant. 

Table 9: Vector Autoregression 

Equation Parms RMSE R-Square Chi2 P>Chi2 

Loggdp 9 0.24334 0.9325 444.0403 0.0000 

Logppt 9 0.217547 0.9232 384.8831 0.0000 

Logcit 9 0.243794 0.9432 531.4739 0.0000 

Logced 9 0.680642 0.5710 42.59062 0.0000 

Source: Author’s Computation, 2025 
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Table 10: Prais-Winten AR (1) Regression-iterated Estimates 

Loggdt Coef. Std. Err. T P>|t| [95% Conf. 

Interval 

 

Logppt .1466924 .1184047 1.24 0.225 -.0951222 .388507 

Logcit .7909502 .0985546 8.03 0.000 .589675 .9922255 

Logced .0216842 .0507708 0.43 0.672 -.0820036 .125372 

R-Squared = 0.9621  

Prob>F = 0.0000  

Durbin-Watson Statistic (original) 2.218237  

Durbin-Watson Statistic (transformed) 1.910383  

Source: Author’s Computation, 2025 

The results of the pairwise correlation is supported by Table 10 Prais-Winten 

AR(1) regression iterated estimates, which also demonstrate the absence of multi-

collinearity among the variables, as shown by the VIFs for each variable, which are 

all less than 10, and the average VIF, which is also less than 10. All other variables 

do not exhibit multicollinearity; only the variable CIT exhibits multicollinearity with 

a p-value of 0.000. 

5. CONCLUSION AND RECOMMENDATIONS 

It has been found that revenue can be used to brag about and enhance 

Nigeria's economic expansion. Only company income tax has a positive and 

statistically significant impact on the dependent variable (gross domestic product) 

among the variables. Considering the positive and significant relationship between 

CIT and economic prospect in Nigeria. This is demonstrated by the sharp rise in CIT, 

which has surpassed the PPT. The study sheds light on how government revenue is 

affected by tax administration and federal tax collection. It also confirmed the extent 

to which the independent variables included in the models are responsible for the 

variations in the dependent variable and offered insight into the relative contributions 

of each independent variable to the dependent variable. Based on the findings of this 

study, the following recommendations were made: 

i. The government should make significant investments in the provision of 

infrastructure facilities in order to responsibly and transparently account for 

the money it receives from the PPT, CED, and CIT since revenue is essential 

to enhancing the nation's economic prospect. 

ii. The government ought to make sure that the funds obtained from the PPT 

are accountable. In doing so, the government will receive revenue, which 

should be wisely allocated to the development of other industries. This is 

especially true for the development of the agricultural and other mineral 

resource sectors, as the nation possesses the necessary manpower, 

favourable climate, and fertile land to support economic growth. 

iii. Government policy should also focus on fostering an environment that is 

favorable to investment in order to draw in foreign capital; any rise in 

investment has the potential to increase employment opportunities for the 
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populace. This will be very helpful in showcasing Nigeria's economic 

expansion. 
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