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Abstract

The study examined the relationship between Value Added Tax (VAT) implementation and
sustainable consumption in Delta State, Nigeria. VAT has increasingly been viewed as a
fiscal tool capable of promoting eco-friendly consumption patterns through mechanisms. The
study adopted a descriptive survey design, and data were collected from 384 consumers of
VAT-able goods using a structured questionnaire. The variables investigated were VAT
exemptions, VAT policy awareness, and VAT rate adjustments, with relation to sustainable
consumption. The study finds that both VAT exemptions and VAT rate adjustments had a
significant and positive effect on sustainable consumption, with VAT exemptions, emerging
as the strongest predictor. VAT policy awareness also showed a positive but comparatively
smaller effect, suggesting that awareness alone may not sufficiently drive sustainable
consumer behavior unless combined with supportive policies and effective communication.
The study recommends increased public education on VAT benefits, rate reductions for eco-
friendly goods, and improved policy enforcement.
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1. INTRODUCTION

Value Added Tax (VAT) is increasingly viewed as a vital fiscal policy tool
that can support sustainable economic development when appropriately structured
(OECD, 2017; Zu, 2022). While traditionally used to generate revenue, recent
discourse emphasizes its potential to influence consumption patterns toward
environmental sustainability (Ajeigbe, Ganda, & Obenembot, 2023; Ijing &
Ofoegbu, 2022). VAT can steer consumer behavior by taxing environmentally
harmful products, such as fossil fuels or plastic goods, while offering reduced rates
on green alternatives like energy-efficient appliances or electric vehicles (Schaar &
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Reiser, 2023). Countries such as Denmark and Sweden exemplify this approach by
integrating environmental considerations into their VAT systems (Bakker & Roach,
2022; OECD, 2021). However, VAT reforms targeting sustainability must be
carefully designed to avoid regressive effects, particularly on low-income
households who may bear disproportionate burdens (Hassett & Mathur, 2023).

Policymakers face the challenge of creating VAT structures that are both
environmentally effective and socially equitable. Differentiated VAT rates and
exemptions can be instrumental in promoting sustainable consumption while
mitigating adverse social impacts (Pels, 2021). Moreover, public awareness
campaigns are essential in aligning consumer perceptions with environmental goals,
thereby enhancing the effectiveness of VAT-based interventions (Allcott &
Diamond, 2022). Integrating VAT with broader environmental tax policies, such as
carbon taxes or waste levies can further amplify its sustainability impact (He, 2023).
Overall, the success of VAT in promoting sustainable consumption hinges on policy
coherence, public acceptance, and targeted exemptions that support green
transitions.

The role of Value Added Tax (VAT) in promoting sustainable consumption
has gained increasing attention amid global environmental challenges like climate
change and resource depletion (UN, 2020). VAT can influence consumer behavior
by taxing environmentally harmful goods at higher rates and offering exemptions or
reductions for sustainable products. While some European countries have adopted
green VAT systems (Smith & Brown, 2021; Timmermans, 2023), the effectiveness
of such measures remains underexplored. Limited research addresses how VAT
interacts with socio-economic factors and whether current VAT structures align with
sustainability goals. This study examines how VAT influences eco-conscious
consumption and resource-efficient behaviors. Consequently, specifically, the study
aims to identify the relationship between VAT exemptions and sustainable
consumption in Delta State, Nigeria, assess the association between VAT policy
awareness and sustainable consumption in Delta State, Nigeria, and evaluate the link
between VAT Rate Adjustments and sustainable consumption in Delta State,
Nigeria.

2. REVIEW OF RELATED LITERATURE
2.1. CONCEPTUAL REVIEW
2.1.1. SUSTAINABLE CONSUMPTION

Sustainable consumption involves using goods and services that meet basic
needs while minimizing harm to the environment, society, and economy (Etse,
McMurray, & Muenjohn, 2022; Schaar & Reiser, 2023). It emerged as a response to
issues such as climate change, overconsumption, and social inequality (Jackson,
2022). As natural resources dwindle and populations grow, promoting sustainable
consumption has become essential to ensuring future generations can meet their
needs (UNEP, 2021). It emphasizes reducing waste, optimizing resource use, and
encouraging eco-friendly products. Policy tools like green taxation and eco-labelling
support this shift. Consumers are also becoming more aware of sustainability issues,
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driving demand for responsible products. However, broad adoption requires
systemic reforms, technological innovation, and a transformation of societal values
and consumption norms.

2.1.2. VALUE ADDED TAX (VAT) EXEMPTIONS

Value Added Tax (VAT) is a key revenue-generating tool in Nigeria,
introduced in 1993 as a broad-based consumption tax. However, certain goods and
services are exempt from VAT in Nigeria as part of the government’s strategy to
promote social equity, encourage local production, and reduce the financial burden
on consumers (Loyal Nigerian Lawyer, 2019; Pavestones Legal, 2021; Punch
Nigeria, 2024). VAT exemptions in Nigeria are governed by the Federal Inland
Revenue Service (FIRS), which outlines the categories of goods and services that
qualify for exemption, including basic food items, medical supplies, agricultural
inputs, and educational materials (FIRS, 2020). These exemptions aim to shield low-
income households from the regressive effects of VAT while promoting national
development in sectors such as agriculture and healthcare. The rationale for VAT
exemptions in Nigeria is to support key sectors vital to the economy and enhance the
welfare of citizens. For instance, exempting agricultural products encourages local
food production and increases food security, while exemptions for healthcare and
education promote access to essential services (Aminocandin & Alade, 2018).
Additionally, exemptions are used to incentivize investments in certain sectors, such
as renewable energy or affordable housing, by lowering the cost of production for
businesses operating within these industries.

2.1.3. VALUE ADDED TAX (VAT) POLICY AWARENESS

While VAT is an important source of income for the government, its
successful implementation relies heavily on public awareness of the policy and its
implications (Ajayi, 2022; Oxford Business Group, 2023). VAT policy awareness
refers to the extent to which consumers, businesses, and other stakeholders
understand the VAT system, its rates, exemptions, and the benefits it offers to the
economy (Ogundipe, 2020). In Nigeria, VAT awareness has been identified as a
significant challenge, particularly among small and medium-sized enterprises
(SMEs) and rural populations. Many consumers are unaware of the VAT
implications of their daily purchases, while businesses often struggle with
compliance due to insufficient knowledge of their responsibilities under VAT laws.
This lack of awareness can lead to non-compliance, tax evasion, and a reduction in
the overall effectiveness of the VAT system. The Nigerian government, through the
Federal Inland Revenue Service (FIRS), has taken steps to improve VAT awareness
by launching public education campaigns, providing resources, and offering training
programs for businesses.

2.1.4. VALUE ADDED TAX (VAT) RATES ADJUSTMENT

In Nigeria, the VAT rate has been subject to adjustments over the years to
align with changing economic conditions and policy goals (Tekedia, 2023). The last
significant increase in VAT in Nigeria occurred in 2020, when the rate was raised
from 5% to 7.5%, marking a substantial shift in the tax regime (FIRS, 2020). This
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VAT rate adjustment aimed to increase government revenue, particularly as the
country faced economic challenges such as low oil prices, inflation, and the impact
of the COVID-19 pandemic. VAT rate adjustments are often used as a tool for
economic policy, allowing governments to stimulate growth, curb inflation, or
address fiscal deficits. For instance, increasing VAT can help generate additional
revenue for social services or infrastructure development. However, VAT rate
adjustments can also have unintended consequences, such as raising the cost of living
for consumers and increasing the financial burden on businesses, especially small
and medium-sized enterprises (SMEs) that are unable to absorb the higher tax burden
(Ogundipe & Olayiwola, 2021). In developing economies like Nigeria, where
income inequality is prevalent, VAT rate hikes can disproportionately affect low-
income groups, who spend a larger share of their income on consumption. The
adjustment of VAT rates remains an essential policy decision, requiring a balance
between fiscal needs and social equity.

2.1.5. DESIGN FOR LONGEVITY

Design for Longevity connotes the approach of creating products, services,
and systems that are built to last over time, promoting durability, repair-ability, and
sustainability Carlsson, Mallalieu, Almefelt & Malmqvist, 2021; Potting,
Bleischwitz & Patel, 2017; Van Nes & Cramer, 2005). This concept has gained
increasing attention as society confronts environmental degradation, resource
depletion, and the growing need for sustainable practices in product development.
Traditional product design often prioritizes aesthetics and short-term functionality,
which contributes to a "throwaway culture" characterized by rapid obsolescence and
high rates of waste (Bocken et al., 2016; Wilson-Oshilim, et al., 2025). In contrast,
Design for Longevity advocates for products that remain functional, relevant, and
useful for an extended period, reducing the need for frequent replacements and
minimizing environmental impacts (Potting, Bleischwitz & Patel, 2017). The rise of
environmental concerns, such as climate change and resource scarcity, has made the
adoption of longevity-focused design practices essential. By emphasizing the
creation of durable, repairable, and upgradable products, Design for Longevity
supports a more sustainable consumption model, in line with the principles of the
circular economy (Geissdoerfer et al., 2017). This approach not only contributes to
environmental sustainability by reducing waste and energy consumption but also
offers economic benefits by lowering the lifecycle costs of products for both
manufacturers and consumers. Again, Design for Longevity promotes social
sustainability by encouraging the development of products that meet long-term needs
and provide value over time.

2.2. THEORETICAL REVIEW
2.2.1. ECO-SUFFICIENCY THEORY

Eco-Sufficiency Theory focuses on the idea that consumption should be
limited to what is necessary to meet basic needs while avoiding overconsumption,
which leads to the depletion of resources and environmental harm (Fischer-Kowalski
& Haberl, 2021; Jackson, 2022; O'Neill, Fanning & Lamb, 2023). It advocates for a
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shift in consumer behavior towards sustainability, urging individuals and societies
to prioritize well-being over material abundance (Buch-Hansen, 2012). This theory
contrasts with the conventional model of economic growth, which often encourages
consumption beyond what is necessary. In the context of VAT implementation, Eco-
Sufficiency Theory suggests that policies could incentivize more sustainable
consumption practices by aligning taxation with environmental and social needs
rather than purely economic growth.

Value Added Tax (VAT) can play a significant role in promoting eco-
sufficiency by incentivizing the purchase of sustainable products and services.
Governments can adjust VAT rates to encourage the consumption of eco-friendly
products, such as renewable energy technologies, sustainable food, or
environmentally friendly goods, while discouraging over-consumption of goods
with higher environmental footprints (Geissdoerfer, Savaget, Bocken & Hultink,
2017; Jackson, 2009). For example, reduced VAT rates on green products and
services or exemptions on sustainable technologies would make these products more
accessible and attractive to consumers, nudging them toward consumption patterns
that align with eco-sufficiency principles. In this way, VAT implementation can
drive the transition toward sustainable consumption by ensuring that consumer
choices reflect long-term environmental well-being rather than short-term economic
gains.

2.3. EMPIRICAL REVIEW

Zerwer (2024) explores the competitive effects of a "green" Value Added
Tax (VAT) on Romanian businesses, using data following the 2019 VAT cut on
organic products. The study finds that although the overall market for organic goods
expanded, creating opportunities for windfall profits, established firms experienced
nearly a two-percentage-point drop in market share. This was largely due to
increased competition from new entrants. The impact of this green VAT was found
to be influenced by market conditions, including the elasticity of supply and demand
and firms’ ability to shield their sales from competitors. Rural and upstream
businesses, particularly those with lower capital intensity and operating farther from
end consumers, were more likely to lose market share. Markets with simpler
transitions from non-organic to organic options were especially vulnerable to
competitive shifts.

Oebel, Stein, Michalke, Stoll-Kleemann, and Gaugler (2024) examine the
transformation of Germany’s agri-food infrastructure through VAT reform. They
simulate the effects of reducing VAT on organic vegetarian food to 0% and raising
VAT on conventional meat and fish to 19%, in line with the 2022 European VAT
directive amendment. Based on historical data and price elasticities, they project a
21.83% increase in organic food consumption. Despite the tax cut on organic
products, Germany could see an annual increase of €2.04 billion in tax revenue due
to higher taxes on meat. Additionally, this shift could reduce environmental costs by
€5.31 billion annually, making VAT reform a strategic tool for climate-friendly
consumption.
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Ajeigbe, Ganda, and Enowkenwa (2024) study sustainable tax revenue and
expenditure in achieving Sustainable Development Goals (SDGs) across 45
countries from 2010 to 2020. Using the Generalized Method of Moments, they find
that various taxes, grants, and revenue streams positively influence economic growth
while reducing poverty and unemployment, particularly in African and developed
nations. Their findings underscore the role of diversified and sustainable public
finance in promoting welfare and economic resilience.

Ahmad, Zhou, Muhammad, and Shabbir (2024) analyses the effectiveness
of green tax incentives using firm-level ESG scores. Through longitudinal data and
probit analysis, they show that companies with higher ESG scores, indicating greener
production are more likely to benefit from green tax incentives, including ITCs and
taxable income adjustments. Finally, Zielinska-Chmielewska et al. (2023) assess
Poland’s 2022 eco-tax policy targeting junk food. Using ANOVA and mixed-
method approaches, they find statistically significant female support for higher VAT
on unhealthy food, highlighting gender differences in sustainable consumption
preferences.

2.4. GAP FROM REVIEWED LITERATURE REVIEW

The related literature reviewed on this topic, Value Added Tax (VAT) and
Sustainable Consumption, has shown that scanty literature exists on the topic. Just a
hand-full of authors had researched on the topic which includes; Zerwer (2024) in
Romania who examines the role of a ‘green’ value-added tax in the competitive
environment of firms, Oebel, Stein, Michalke, Stoll-Kleemann & Gaugler (2024) in
Germany examine the adoption of VAT for the sustainable and resilient
transformation of agri-food networks, Ahmad, Zhou, Muhammad and Shabbir
(2024) in Malaysia studied green tax benefits pertaining to environmental
sustainability, such as taxable tax income adjustments and Rahman (2023) examines
the impact of taxes on Sustainable Development Goals (SDGs) in the context of
Organization for Economic Co-operation and Development OECD) countries. The
literature review shows that few studies have been done on the topic in Africa and
particularly Nigeria especially as it regards using the three proxies for Value Added
Tax Implementation together to know how they collectively influence consumers’
preference for sustainable products and how well Nigerian consumers understand
the relationship between VAT and sustainability, and whether improving consumer
education about VAT could lead to more sustainable purchasing decisions. This is
the gap this present study fills.

3. METHODOLOGY

This study employs a descriptive survey research design, which is
appropriate for systematically capturing data on value added tax implementation
dynamics and their relationship with sustainable consumption. The population of this
study comprised consumers of VAT-able goods in Delta State, Nigeria, selected for
their first-hand insights into Value Added Tax (VAT) and its influence on VAT-able
products. However, due to the absence of an exact figure for the population of VAT-
able goods consumers in Delta State, the population size was considered unknown.
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To ensure the sample size was statistically adequate, Cochran's Formula was used to
obtain the sample size of 384. This study utilized primary data using structured
questionnaire, specifically designed to gather quantitative information from
respondents which are consumers, tax officers, and VAT-able persons. The
questionnaire was divided into two sections: Section A, which captures demographic
information of respondents, and Section B, which focuses on value added tax
implementations and their relationship with sustainable consumption. Data collected
from respondents through the questionnaire was organized and analyzed using the
Statistical Package for Social Sciences (SPSS) version 23.0. SPSS was chosen for
its capability to perform complex statistical analyses, including multi- linear
regression analysis, which helps identify the relationship between value added tax
implementation and sustainable consumption. The study utilizes a 5-point Likert
scale questionnaire for data collection, ranging from Strongly Agree (5) to Strongly
Disagree (1). The following econometric model was adapted from the study of
Adeyemi, et al (2023), and modified thus:

SCi = Bo+BIVATE; + BoVATPA; +BsVATRA+ Us v e (3.1)

Where:

SCi = Sustainable Consumption

VATE = Value Added Tax Exemptions to sustainable consumption in the year t
VATPA = Policy Awareness of Value Added Tax to sustainable consumption year t
VATRA = Value Added Tax Rates Adjustment to sustainable consumption in year t

4. DATA PRESENTATION AND ANALYSIS

4.1. DIAGNOSTIC TESTS AND REGRESSION ANALYSIS
Table 1 Multicollinearity Test (Variance Inflation Factor - VIF)

Coefficient Uncentered Centered

Variable Variance VIF VIF

C 0.035433 17.47881 NA
VATE 0.003220 23.40796 2.096387
VATPA 0.001900 14.57050 1.173896
VATRA 0.003026 21.65489 2.095000

Source: Researchers Compilation, 2025 from SPSS 23.0

Table 1 presents the Variance Inflation Factors (VIFs) for the independent
variables. VIFs assess the potential multicollinearity problem among the variables.
The VIF for VAT Exemptions (VATE) is 2.096387, VAT Policy Awareness
(VATPA) is 1.173896, and VAT Rate Adjustments (VATRA) is 2.095000. Since
these VIF values are well below the commonly accepted threshold of 10, there is no
significant issue with multicollinearity in the regression model. This suggests that
the independent variables are not highly correlated with one another, ensuring the
reliability of the regression results.
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Table 2 Heteroskedasticity Test (Breusch-Pagan-Godfrey Test)

F-statistic 2.507413  Prob. F(3,380) 0.0586
Obs*R-squared 7.453868 Prob. Chi-Square(3) 0.0588
Scaled explained SS 10.25836  Prob. Chi-Square(3) 0.0165
Test Equation:
Variable Coefficient  Std. Error t-Statistic Prob.
C 1.413429  0.274281 5.153206 0.0000
VATE -0.123695 0.082689 -1.495906 0.1355
VATPA -0.021140  0.063507 -0.332882 0.7394
VATRA -0.030416  0.080153 -0.379480 0.7045
R-squared 0.019411 Mean dependent var 0.770332
Adjusted R-squared 0.011670 S.D. dependent var 1.293168
S.E. of regression 1.285601 Akaike info criterion 3.350691
Sum squared resid 628.0522  Schwarz criterion 3.391844
Log likelihood -639.3327 Hannan-Quinn criter. 3.367014
F-statistic 2.507413 Durbin-Watson stat 1.721720
Prob(F-statistic) 0.058634

Source: Researchers Compilation, 2025 from SPSS 23.0

Table 2 shows the results of the Breusch-Pagan-Godfrey test for
heteroskedasticity, which tests for unequal variance in the residuals of the regression
model. The F-statistic of 2.507413 (p = 0.0586) and the Obs*R-squared value of
7.453868 (p = 0.0588) suggest marginal evidence of heteroskedasticity, as the p-
values are close to the typical significance level of 0.05. However, the Scaled
explained SS test, with a p-value of 0.0165, indicates significant heteroskedasticity,
which means that the variance of residuals is not constant across observations.
Although this indicates heteroskedasticity in the model, the evidence remains mixed,
and further steps such as using robust standard errors may be needed to address this

1SSue.

Table 3 Regression Analysis

Variable Coefficient  Std. Error t-Statistic Prob.
C 0.369034  0.188236 1.960483 0.0507
VATE 0.485316  0.056749 8.552022 0.0000
VATPA 0.118656  0.043584 2.722464 0.0068
VATRA 0.240957  0.055008 4.380415 0.0000
R-squared 0.482178 Mean dependent var 3.467500
Adjusted R-squared 0.478090 S.D. dependent var 1.221279
S.E. of regression 0.882293  Akaike info criterion 2.597777
Sum squared resid 295.8075 Schwarz criterion 2.638929
Log likelihood -494.7731 Hannan-Quinn criter. 2.614100
F-statistic 117.9476 Durbin-Watson stat 1.770256
Prob(F-statistic) 0.000000

Source: Researchers Compilation, 2025 from SPSS 23.0
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4.2 TEST OF HYPOTHESES

Hpypothesis: 1 There is no significant relationship between VAT exemptions
and sustainable consumption.

The coefficient for VAT exemptions is B = 0.485316, with a p-value of
0.0000. Since the p-value is less than 0.05, the relationship is statistically significant,
indicating a strong positive relationship between VAT exemptions and sustainable
consumption. The alternative hypothesis is accepted.

Hypothesis 2: There is no significant relationship between VAT awareness
and sustainable consumption.

The coefficient for VAT awareness is B = 0.118656, with a p-value of
0.0068. Since the p-value is less than 0.05, the relationship is positive and significant.
Therefore, the alternative hypothesis is thereby accepted.

Hypothesis 3: There is no significant relationship between VAT rate
adjustments and sustainable consumption.

The coefficient for VAT rate adjustments is B = 0.240957, with a p-value of
0.0000. Since the p-value is less than 0.05, the association is statistically significant.
Hence, there exist a significant positive relationship between VAT implementation
and sustainable consumption.

4.3 DISCUSSION OF FINDINGS

The findings underscore the critical role of VAT policies, particularly
exemptions, awareness, and rate adjustments in influencing sustainable consumption
patterns. The study reveals a strong positive relationship between VAT exemptions
and sustainable consumption (B = 0.485316, p = 0.0000), confirming that removing
VAT on eco-friendly and essential goods encourages more sustainable consumer
behavior. This aligns with Smith et al. (2021), who found similar outcomes in
international contexts. However, the effectiveness of such policies is contingent on
consumer awareness and implementation consistency. Adeyemi et al. (2023)
emphasize the importance of transparent communication about exemptions.

Although VAT awareness also showed a significant positive relationship
with sustainable consumption (B = 0.118656, p = 0.0068), the effect was smaller.
This suggests that while awareness is important, it must be meaningfully framed.
Brown et al. (2020) note that when awareness campaigns focus solely on tax burdens
rather than sustainability outcomes, they may foster resistance rather than
engagement. Wilson-Oshilim, et al (2020) advocate for public education that links
VAT revenues to visible sustainability initiatives.

VAT rate adjustments also significantly impacted sustainable consumption
(B =0.240957, p = 0.0000), especially when targeting high-cost sustainable goods.
This supports the findings of Adeyemi et al. (2024) who argue that price sensitivity
in developing economies necessitates fiscal incentives to shift consumption patterns.
Together, these findings call for well-targeted, transparent, and context-aware VAT
reforms to effectively support sustainable development.
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5. SUMMARY OF FINDINGS, CONCLUSION AND
RECOMMENDATIONS

5.1. SUMMARY OF FINDINGS

The study found that VAT-related policies significantly influence
sustainable consumption. VAT exemptions for eco-friendly products showed the
strongest positive impact, effectively encouraging environmentally responsible
purchasing. VAT rate adjustments, particularly reductions on sustainable goods, also
promoted green consumer behavior by improving affordability. Although VAT
policy awareness was positively linked to sustainable consumption, its impact was
less substantial without complementary communication strategies. Overall, the
findings highlight that while exemptions and rate reductions are effective fiscal tools,
their success depends on clear communication, consistent enforcement, and
alignment with consumer needs.

5.2. CONCLUSION

This study highlights the varying effectiveness of VAT-related policies in
promoting sustainable consumption in Delta State, Nigeria. While VAT exemptions
showed limited impact, their effectiveness could improve with better communication
and enforcement A surprising negative relationship was found between VAT policy
awareness and sustainable consumption (B = -0.236, p = 0.022), suggesting that
consumers may view VAT policies as burdensome without clear messaging on their
environmental benefits. In contrast, VAT rate adjustments had a strong positive
effect (B =1.028, p <0.0001), indicating that reduced VAT on eco-friendly products
effectively encourages sustainable purchases (Smith et al., 2022). Overall, aligned
VAT reforms that reflect Nigeria’s socioeconomic context are essential for achieving
sustainability goals.

5.3. RECOMMENDATIONS

This study recommends enhancing communication on VAT exemptions to
increase consumer awareness and promote sustainable consumption. Public
campaigns should clarify which eco-friendly products qualify and how exemptions
support sustainability. Public education should highlight how VAT revenues fund
environmental initiatives like renewable energy and conservation. Businesses are
encouraged to inform customers about relevant VAT policies. Finally, the
government should reduce VAT rates on sustainable goods, such as energy-efficient
appliances and electric vehicles to make them more affordable and drive
environmentally responsible purchasing.
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