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Abstract
[bookmark: _GoBack]This project is titled the effect of taxation on Nigeria Economic growth. The objective of the study is to determine and assess the effect of taxes towards the growth and development of the Nigerian economy. The survey research design was adopted, data were obtained from secondary sources and the use of simple linear regression as a statistical tool for data analysis. The major findings from the analysis of data and the testing of the hypothesis showed there exist a positive relationship between taxation and the growth and development of the Nigerian economy. The recommendations from this study include; the autonomy of the Nigerian tax system, efficient and effective tax administration and public enlightenment for compliance with tax policies.


CHAPTER ONE
INTRODUCTION
1.1 Background of the Study
The political, economic and social development of any country depends on the amount of revenue generated for the provision of infrastructure in that given country. However, one means of generating the amount of revenue for providing the needed infrastructure is through a well structured tax system. According to Azubike (2009), tax is a major player in every society of the world. The taxation is an opportunity for government to collect additional revenue needed in discharging its pressing obligations. A taxation offers itself as one of the most effective means of mobilizing a nation’s internal resources and it lends itself to creating an environment conducive to the promotion of economic growth. Nzotta (2007) argues that taxes constitute key sources of revenue to the federation account shared by the federal, state and local governments. This is why Odusola (2006) stated that in Nigeria, the government’s fiscal power is divided into three-tiered tax structure between the federal, state and local governments, each of which has different tax jurisdictions. The system is lopsided and dominated by oil revenue. He further argues that over the past two decades oil revenue has accounted for at least 70% of the revenue, thus indicating that traditional tax revenue has never assumed a strong role in the country’s management of fiscal policy. Instead of transforming the existing revenue base, fiscal management has merely transited from one primary product-based revenue to another, making the economy susceptible to fluctuations of the international market.
However, one of the major functions of any government especially developing countries such as Nigeria is the provision of infrastructural services such as electricity, pipe-borne water, hospitals, schools, good roads and as well as ensure a rise in per capita income, poverty alleviation to mention a few.
For these services to be adequately provided, government should have enough revenue to finance them.  The task of financing these enormous responsibilities is one of the major problems facing the government.  Based on the limited resources of government, there is need to carry the citizens (governed) along hence the imposition of tax on all taxable individuals and companies to augment government financial position.  To this end, government have always enacted various tax laws and reformed existing ones to stand the taste of time.  They include:  Income Tax Management Act (ITMA), Companies Income Tax Decree (CIID), Joint Tax Board (JIB) etc.
All these are aimed at ensuring adherence to tax payment and discouraging tax evasion and avoidance.  For the purpose of this study, the researcher would be concerned with the impact of taxation as an aid to the economic development of Enugu State (Nigeria).
1.2  Statement of the Problem
The first need of any modern government is to generate enough revenue which is indeed “the breath of its nostril”. Thus taxation is by far the most significant source of revenue for the government.  Nigerians regard payment of tax as a means whereby government raises revenue on herself at the expense of their sweat.
It is good to note that no tax succeeds without the taxpayer’s co-operation.  Here, we can ask some thought-provoking questions such as: what makes taxation such a difficult issue?  Why do people feel cheated when it comes to tax?  Is government making judicious use of taxpayer’s money?  In view of these questions above, this study is going to be carried out to offer solution to them.
We shall also look at the following issues and offer recommendations.
1. Problems affecting the successful operation of tax system in Nigeria.
2. How to determine the Assessable income.
3. Process of tax administration in Nigeria.
1.3 Objective of the Study:
The general objective of the study is to assess the contribution of taxes towards the growth of the Nigeria Economy.
However, the specific objective of the study includes:
1. The evaluate the nature of relationship that exist between taxation and economic growth in Nigeria.
2. To determine the extent government has been using revenue generated from tax.
3. To examine how tax rate affects the rate of investment in the economy.
5. To know general desirability of firms to invest as a result of tax incentive measures.
Generally, the work is done to find out if tax constitutes the bulk of government revenue and to erase the erroneous that it is an exploitation by government for their selfish interest.
1.4 Research questions
1. What the nature of relationship that exist between taxation and economic growth.
2. Do you think that government having using revenue generated from tax for economic growth.
3. Do tax rate affects the rate of investment in the economy.
1.5 Formulation of Hypothesis:
To enable the researcher test if there exist any correlation between revenue generated from tax and its impact on Nigeria  economy, some statistical  model will be used based on the response from the secondary data obtains from Central Bank of Nigeria annual statistical bulletin.
The Null Hypothesis (Ho):  Revenue generated from tax does not make any impact on the economic development of Enugu State
The Alternative Hypothesis (HA):  Revenue generated from tax has a positive impact on the economic development of Enugu State.
1.6 Assumptions of the Study
The researcher in carrying out this study will make the following assumptions:
1. That the data that will be used are true and fair figures of taxes actually collected by the Federal Government in each year of assessment.
2. That the data will be authentic and can be relied on for further research work on the topic.
3. That the data is going to form the basis of the research work.
1.4 Significance of the Study:
One of the most frequently discussed issues in Nigeria is how to solve the economic hardship in the country and how to create an industrial base that can be guarantee self sustaining economic development.  Also one wonders why a country which is richly endowed with the necessary human and material resources and which the people pay tax has been turned a heavily indebted country.
The study will afford us the opportunity to know the roles taxation play in the Nigeria economy such roles includes:
1. Taxation is a major source of revenue to the government.
2. Revenue generated from tax enables government performs its functions effectively.
3. Taxation acts as an instrument of fiscal policy.
4. The impact of tax on small business in the state.
5. The study will in addition reveal if there are other better sources of government funding.
1.6 Scope of the Study:
The scope of this study covers critical examinations on the impact of taxation on economic development.  It will also analyze other related issues such as structure and administrative machinery of tax in Nigeria and their associated problems.  The essence of this digression is to possibly find out the obstacles if any, that hinder the effective collection and administration of tax in Nigeria.
1.8 Definition of Terms:
Tax: A compulsory levy by the government on its citizen for the provision of public goods and services.
Tax Base:  The object which is taxed for instance personal income, company profit.
Tax Rate:  The rate at which tax is charged.
Tax Incidence:  It offers to the effect of and where the burden is finally rested.
FBIRS: Federal Board of Inland Revenue Services.  It is an operational arm of Federal Board of Inland Revenue which is responsible for the Federal Tax matters.
CITA: Company Income Tax Act (CITA) is a federal law operated by the FIRS, which deals with the taxation of all limited liability companies in Nigeria with the exception of those engaged in petroleum operations.
JTB: Joint Tax Board (JTB) is established under Section 85(1) of Decree 104 of 1993 to arbitrate on tax disputes between one state tax authority and another.
VAT: Value Added Tax is a multistage tax levied and collected on transactions at all stages of sales and distribution.
CGTA: Capital Gain Tax Act is an act that stipulates that all capital gains arising on disposal of asset of individual partnership and limited companies should be taxed.
PPTA: Petroleum Profit Tax Act is an act that regulates the petroleum profit tax and also specifies how profit from petroleum will be taxed.
Withholding Tax: This is tax charged on investment income namely: rents, interest, royalties and dividends, presently it is charged as the tax offset.


CHAPTER TWO
LITERATURE REVIEW
2.1 Theories of Taxation 
Apart from the obvious purpose of providing revenue, taxation aims at achieving other objectives. These are resources allocation, income redistribution, price stabilization, full employment and economic growth. Within the scope of these social objectives, two principles have been put forward as a basis for modern taxation namely.
2.1.1 The benefit principle or benefit received theory
The ability-to-pay approach (Ogbonna and Ebimobowei,2012)
Although neither of these two principles goes without fault still an understanding of them is useful in formulating a workable tax system.
i. Benefit Principle or received theory: This benefit principle theory, also called vertical equity stipulates that an individual ought to be taxed according to the benefits he receives from government provision of goods and services. This in other words, is a benefit cost approach in which tax is a cost and government amenities are the benefits(Bhartia,2009; www.amoweb.com/cgi-bin-curb_nav.p?s=upd&k= benefit principle and Anyanfo, 1996) This theory assumes a state of equality between the marginal tax rate (MTR) and marginal benefit received (MBR) to determine the amount of taxes to be paid. However, the benefit principle does not work well for the efficient provision of public (near public) goods. For example military defence. Thus the conditions of equality between taxes –paid and benefits-received which sound so egalitarian in principle, do not hold in practice.
ii. The ability-to-pay approach: is concerned with the equitable distribution of taxes according to assumed taxable capacity or ability to pay of an individual or group. This approach, sometimes called horizontal equity, enables the distribution and stabilization of objectives of taxation to be achieved more equitably. We know that taxes are a means of transferring the purchasing power of income to governments; the ability to pay is based on income. It then means that those who have more income can afford to pay more taxes. Although this theory has the above-stated advantages, it is not free from flaws. Its disadvantage is that the criterion on which “ability” is judged is not clear. (Anyanfo, 1996; Bhartia, 2009; Ogbonna and Ebimobowei,2012; Chigbu et al., 2012).
iii. Cost of Service Theory: According to Chigbu et al. (2012) and Ogbonna and Ebimobowei, 2012) this theory is very similar to the benefits-received. It is centred on the relationship that exists between the state and the citizens to a greater extent. The theory aimed at a balanced budget policy. 
iv. Socio-Political Theory: This theory of taxation to an extent anchored on Thomas Hobbes social contract which saw in the beginning man lived in the state of nature. They had no government, and there was no law to regulate them. There were hardship and oppression on the sections of the society. To overcome from this hardship, they entered into two agreements which are (1) “Pectum Unions” (2) Pactum Subjections” therefore, the socio-political theory states that social and political objectives should be major factors in selecting taxes. It implies that government getting revenue through taxing the citizens should use it to cure the ills of society as a whole. (www.academic.edu/3138759/social_contract_theory_by_hobbes_locke_and_Roussean; Chigbu et al. (2012); Ogbonna and Ebimobowei, 2012)
v. Expediency Theory: As cited in Ogbonna and  Ebimobowei, 2012, Bhartia (2009) explained that expediency theory asserts that every tax proposal must pass the test of practicality. That it must be a factor that should be considered in choosing a tax proposal.
Ibn Khaldun’s theory of taxation has been considered one of his most important contributions to economic thought, he debates the theory of taxation with the government expenditure and argues for low tax rate, so that incentive to work is not killed and taxes paid happily ( Islahi, 2006)
2.1.2 Theories of Taxation and International Reporting Standard (IFRS)
The infrastructure need of every country is mainly financed through tax from corporate organizations. Commenting on the tax implication of adoption of IFRS, Oseni (2013) noted that the conversion to IFRS would bring a significant change to tax accounting methods, taxable profits and tax liabilities due to the differences between Nigerian Generally Accepted Accounting Standards (NGAAP) and International Financial Reporting Standards (IFRS). He added that if current tax rules are not amended, many companies financial position will be eroded due to tax liabilities, while the government may suffer a significant reduction in tax revenue. Government is very much concern about policies that will help her generate an adequate fund that will be used in providing social amenities (Infrastructure) for the governed. The communication of this vital information that will aid end users is the language of business which accounting speaks. 
In the United States, it is reported that a “two-book” method of presentation of financial report exists, one for taxable income that companies report to government and the other to investors. Daniel (2009) noted that there exist “book tax gap and evidence of earnings manipulation and tax sheltering” The question is, has IFRS come to solve this problem? Haller and Eiewle, 2004 cited in Daniel (2009) stated that “the countries that decoupled financial reporting from legislatively determined taxable income do so by adopting International Financial Reporting Standards (IFRS). KPMG (2012) focusing on the impact of IFRS and Statement of Accounting Standard 31 on intangible assets (SAS 31) on companies ability to access fiscal incentives on fixed assets, noted that the combined effect of the adoption of IFRS and SAS 31 may reduce the ability of companies to take maximum advantage of some of the fiscal incentives introduced into Nigerian tax laws. The incentives were meant to support economic growth and development  
As many countries of the world have joined in adopting the standard as against the local GAAP, Nigerian Federal Executive Council (FEC) approved the IFRS implementation road map as it was unveiled by the  Minister of Commerce and Industry in September 2010. 
2.2 CONCEPT, NATURE AND CHARACTERISTICS OF TAXATION AND TAXES 
Taxation is the act of laying a tax, i.e., the process by which a local, state and central government, through its law-making body, raise revenue to defray the necessary expenses of the government. According to Anyanwu (1997), taxation can be defined as the compulsory transfer or payment (or occasionally of goods and services) from private individuals or groups to the government. The purpose and importance of taxation is to raise funds with which to promote the general welfare and protection of its citizens, and to enable it to finance its multifarious activities and to redistribute wealth and management of the economy (Jhingan 2004, Bhartia, 2009; Ola (2001) cited in Ogbonna and  Ebimobowei,2012). Tax is that enforced proportional contributions from persons and property levied by the law-making body of the state for the support of the government and all private needs. Roja (2011) in his article titled The True Nature of Taxation narrated that nobody likes paying their taxes. However, as the adage about “death and taxes” conveys, there is a sense that taxes are as legitimate and as inevitable as death itself. Tax is a lawful and inevitable levy imposed on a subject or upon his property by the government to provide security, social amenities and create conditions for the economic well being of the society (Appah and Oyandonghan, 2011, Appah, 2004).
As the Economic Bulletin for Asia and the Far East cited in Jhingan (2002) stated that “Taxation, therefore remains as the only effective instrument for reducing private consumption and investment, and transferring resources to the government for economic development: Jhingan (2002); Anyanwu (1993) pointed out several objectives of taxation. These are 1. to put a curb on consumption and thus transfer resources from consumption to investment 2. To raise revenue for government 3.To reduces economic inequalities 4.To control income and employment. Nzoha (2002) cited in Ogbonna and Ebimobowei (2012) and Patonov and Stuiolova (2012) noted that taxes have allocational, distributional and stabilization functions. In Nigeria taxes are not necessarily earmarked to those expenditures most conducive to economic growth, either because of political “inefficiencies” or because of redistribution policies that may yield benefit for society but will not be reflected in robust GDP growth rates (Atkinson, 1985) The truth is that in Nigeria taxes are not earmarked to boost economic development because of corruption and other factors that affect the role of taxation as argued by Nwezeaku (2005). He stated that the scope of these functions depends, among other things, to the political will and economic orientation of the people, their needs and aspirations as well as their willingness to pay tax. 
Ogbonna and Ebimobowei (2012) added thus the extent to which a government can perform its functions depend largely on the ability to design tax plans and administration as well as willingness and patriotism of the governed. The level of willingness and patriotism of the governed anchored on the political will power of the government to fight corruption and embark on expenditures that will boost the economy. 
2.3 TAXATION PRINCIPLES
Business Dictionary.com defined as basic concepts by which a government is meant to be guided to designing and implementing an equitable taxation regime. These include: 
i. Board Basing: Taxes should be spread over as wide as a possible section of the population, or sectors of the economy, to minimize the individual tax burden. 
ii. Compatibility: Taxes should be coordinated to ensure tax neutrality and overall good governance.
iii. Convenience: Taxes should be enforced in a manner that facilitates voluntary compliance to the maximum extent possible. Bhartia (2009) noted that the time of payment, the manner of payment, the quality to be paid ought to all be clear and plain to the tax payer and every other person. 
iv. Earmarking: Tax revenue from a specific source should be dedicated to a specific purpose only when there is a direct cost – and- benefit link between the tax source and the expenditure, such as the use of motor fuel tax for road maintenance and also education tax for buying educational materials. However, what we are experiencing today in Nigeria is fiscal indiscipline, corruption and misappropriation of funds.
v. Efficiency: Tax collection efforts should not cost an inordinately high percentage of tax revenue. This principle seems to be lacking in Nigerian tax system. World Bank Report says that for every N100 that business has to pay in taxes, they pay about N30 in compliance costs. According to the minister of finance Okonjo-Iweala, this is a waste of capital.
vi Equity: Taxes should equally burden all individuals or entities in similar economic circumstance. Equity Principle states that tax payer should pay the tax in proportion to his income (Anyanfo (1996) cited in Ogbonna and Ebimobowei, 2012) 
vii. Neutrality: Taxes should not favour any one group or sector over another, and should not be designed to interfere with or influence individual decisions making. 
viii. Predictability: Collection of taxes should reinforce their inevitability and regularity. 
ix. Restricted Exemptions: Tax exemptions must only be for purposes (such as to encourage investment) and for a limited period. 
x. Simplicity: Tax assessment and determination should be easy to understand by an average tax payer. 
On both equity and simplicity principles, Anyanfo (1996) “states that it is only when a tax is based on the tax payer’s ability to pay can it be considered equitable or just”. He argued that tax law should be transparent. 
Appah, (2004); Jhingan (2004) and Bhartia (2009) pointed out that every tax should be economical for the state to collect and the taxpayer to pay. In Nigeria, paying tax and doing business is not cost-effective.
2.4 TAX REFORM IN NIGERIA 
The role of taxation in every economy cannot be over emphasized, that is why every nation is working tirelessly to have a good tax law: Ogbonna and Ebimobowei (2012) highlighted numerous tax laws being enacted in Nigeria. Here, we enumerate only nine (9) bills on tax reforms recommended by study group on the Nigerian Tax System as follows: Federal Inland Revenue Services Act 2004, Companies Income Tax Act 2004, Petroleum Profit Tax Act 2004; Education Tax Act 2004, Customs, Excise Tariffs etc. (Consolidation) Act 2004; National Surgeon Development Act 2004; and National Automobile Council Act 2004.
2.5 PURPOSE OF TAXATION
The prevalent idea during the nineteenth century (C19th) was that, taxes should mainly serve to finance the government expenditure. Governments since time immemorial have utilized taxation for other than merely fiscal purposes. One useful way to view the purpose of taxation is to look at taxation from the perspectives of American Economic Stability. The stabilization objectives which tax policy share with government expenditure policy (under the rubric of fiscal policy) and monetary policies is the maintenance of high employment and price stability.
The rationales for imposing taxes in a market economy such as the stems for the government responsibility are listed below;
2.5.1 Redistribution of income and wealth
Through the institution of a progressive system, the rich are made to contribute more to the "taxation" fund than the poor. The mechanism for the distribution of wealth by the use to transfer payments and benefits are helpful to those members of society who are employed.
2.5.2 Promotion of social and economic welfare
Government often takes on paternalistic role by providing 'MERIT' goods e.g. health and education. Merit goods, unlike public goods can be provided privately, but if left completely to market forces, merit goods and services would be under consumed. So are some merits goods and services that should be provided by the state alone to encourage patronage. These merits goods and include, health equipment, school gadgets, roads and markets, so that people can benefit and also to ensure a healthy and educated society i.e. there are external
benefits in provision of merit goods. All these goods and services are provided through the help of taxation. Taxation is the sources of all development projects in a country.
2.5.3 Economic stability
Taxation can be used as a tool to control the level of inflation or deflation. A spiral inflationary situation may be curbed by increasing the incidence of taxation and by decreasing the volume of money in circulation.
Government uses taxation as a monetary tool to control inflation and ensure economic stability. When inflation is high the government increases the level of taxation and vice versa. These measures are as a result of taxation in order to avoid high level of inflation and unemployment in the economic stability and stainable growth.
2.5.4 To foster growth in key sectors of the economy
Under the current tax laws for example, manufacturing companies cited in the regional capitals other than Tema/Accra enjoy a tax rebate of 25%, whiles those located in non- regional capitals enjoy a tax rebate of 50%. Farming enjoys a tax holiday of 10years depending on the nature of farming. Real estate developers enjoy to tax holidays of 5 years whiles hotels industries enjoys 25%, the result increased employment and improve the standard of living.
2.5.5 Regulation
According to sand ford, Godwin and Hardwick (1989) given the general responsibilities, taxation can be a powerful tool in the hands of any government as a means of ensuring that the social political and economic policies of the government in power are brought to fulfillment. From this we can deduce that there are four main of modern tax system.
Revenue rising; historically taxes were raised in order to fund the monarchy and to pay for defense in time of stripe. Revenue rising is still a primary objective of modern tax system to help finance public sector expenditure
Redistribution of income and wealth; the tax system is a means of ensuring the redistribution of income and wealth in order to reduce poverty and promote social welfare.
Economic regulator; the tax system is a means of promoting economic welfare and creates a sound infrastructure for business.
Harmonization; the philosophy of the single market in Europe is to provide for the free movement of the goods, services, capital and people between number states harmonization to be a modern objective of European tax systems.
2.6 Concepts Of Income Tax Evasion, Avoidance And Default
The concept of tax evasion is extremely complex. The varied interpretation of the tax evasion is established in the controversy over the operational definition and meaning attached to the avoidance to manipulation of the legal organs of the state to reduce or eliminate the liabilities of the taxpayer, whilst others stress the time dimension as a denominator of assessing tax avoidance. From another angle, tax evasion constitutes failure of the taxpayer, whilst others stress the time dimension as a denominator of assessing tax avoidance. From another angle, tax evasion constitutes failure of the taxpayer to comply with the provisions of the tax laws. Tax evasion occurs when one willfully, whilst others stress the time dimension as a denominator of assessing tax avoidance. From another angle, tax evasion constitutes failure of the taxpayer to comply with the provisions of the tax laws.
Tax evasion occurs when one willfully and consciously fails to notify the taxing authorities of the taxable assets or income activities. Thus it's a deliberate failure to pay tax legally owed or the use of fraud to conceal the existence of taxable income and/or obtain allowances or the repayment of taxes.
Tax avoidance on the other hand occurs when one arranges his affairs in such a way as to take advantage of weakness or ambiguities in the tax law to reduce his or her tax liabilities, without really breaking the law. Although tax avoidance may be regarded as immoral, the techniques are legal and the conduct involved is not fraudulent. From the tax avoidance point of view, tax payers especially self- employed persons can reduce their tax incidence by taking advantage of the tax relieves, for example paying part of their taxable gains as insurance over or as contribution to the Social Security and National Insurance Trust (SSNIT) pension scheme as security for old age. Tax avoidance is therefore the legal exploitation of the tax regime to one's own advantage to reduce the amount of tax that is payable by means that are within the law whilst making a full disclosure of the material information to the tax authorities. By contrast tax evasion is a crime in almost all countries and subjects the guilty party to fines or even imprisonment depending on the extent of seriousness and the particular country in question.
Various schools of thought have also defined the term tax evasion. Some include; Kath Nightingale, in her book, Theory and Practice of Taxation, defined tax evasion as the illegal arrangement of taxpayers' affairs in order to minimize the tax liability. Tax evasion involves the intentional disregard of the legislation in order to escape the liability to tax. It may be achieved by understating income, overstating expenses, the liability to tax. It may be achieved by understating income, overstating expenses, making false claims for allowances or failing to disclose chargeability to tax. Undeclared income probably counts for the bulk of evaded taxes and is referred to as the "black economy" where this sort of tax evasion or moon lighting may be carried out by individuals who are lower paid or unemployed to escape the poverty trap or unemployment trap. It has been suggested that as many as 1.6million workers receive unrecorded income. Johnson C. (1982) Light on the Black Economy Lloyds Bank Economy Bulleting, February states however that, "there is a view that, provided evasion is not widespread, its existence could have the effect of reducing distinctive effects of taxation". Kay J.A and Kings M.A (1990) the British tax system (5th Edition), Oxford University Press states that "because of its illegal nature, there is little hard evidence as to the true extent of tax evasion in UK with estimates varying between 2-4% of national income".
Dora Hancock in her book Taxation Policy and Practice (Sixth Edition 1998/99) said, "Tax evasion, unlike tax avoidance is illegal". For example if a trader conceals some of his/her revenues from the authorities in order to reduce his/her burden of taxation, he/she is evading tax, but if he/she legally arranges his/her affairs so as to reduce the amount of tax payable, this is tax avoidance and is permissible.
For example a man may transfer investment to his non-working wife in order for the income from them to escape tax.
Tax Default on the other hand is where traders refuse to pay tax at a time limit given. If it happens, then, that person is asked to pay penalty on the tax. Example, on February 9, 1999, the Daily Graphic stated the Customs, Excise and Preventive Service (CEPS) has in a nationwide exercise impounded 301 vehicles whose owners failed to pay the necessary customs duties and about 40 owners of such vehicles have paid 022O million in penalties.
2.6.1 Factors that bring about tax evasion, tax avoidance and tax default
Tax evasion, Tax avoidance and Tax default cannot be completely ruled out in any human institution. There are evidence and non-compliance with the tax laws. An informed research shows that advance countries such as Britain and USA lose revenue through tax evasion, avoidance and default the cause of which does not bother on illiteracy. However, in the developing world such as Imo State, the incidence of tax evasion is mainly a deliberate act to cheat the state. Nevertheless there are some isolated cases of tax evasion resulting from illiteracy.
Secondly, the complication in the procedures that a tax payer must follow in order to pay taxes makes him or her evade tax. Also the ineffective techniques put in place causes tax avoidance. This may happen where tax administrators are burdened with many inadequacies especially with logistics.
Improper record keeping also attracts evasion since proper accounts are not kept by most traders, they cannot declare the correct profits at the end of the day. Also people understate their income in order to pay less to IRS. Tax payers ignorance of the benefit derived from public revenue also demoralizes them to settle their tax obligations.
Again the level of confidence built in the tax administrators calls for this problem. When the individuals have the believe that tax collectors do not make proper accounts for whatever they collect to the higher authorities, it demoralizes the tax payers to settle their tax obligations.
Finally, Lack of faith in government's ability to utilize tax collection for social welfare purposes and absence of any visible benefits to the taxpayers also leads to tax evasion. People are also ignorant about their tax obligations leading to tax evasion.
2.6.2 Existence of income tax evasion
With reference to the Imo Stateian Times issued on Monday, February 2, 1998, the Ketu District Chief Executive expressed concern about income tax evasion and how the people in the district engage in this anti-social act and pointed out the mishaps that it entails. The Imo Stateian times, January 15, 1998 carried a story on revenue collection in the Kwaebibrem District. Since tax collection fell below expectation, development projects in the area were crippled.
The November 2, 1998 edition of the Daily Graphic with its headline "pay all debt now 08 billion". The paper stated the outstanding tax owed by Stephen Asare, Managing Director of Asare Enterprise, which was originally pegged at 03.2 billion has now short up to 08.02 billion. Initially, on October 23, 1998 the Graphic carried a story on this issue. In the issue, the Graphic wrote; Do all to pay 03.2 billion tax within 48hours or have your properties seized-referring to Asare.
According to section 54 (2) of the income tax decree, 1975 (SMCD) the commissioner is empowered to seize and sell the properties of any defaulting taxpayer to defray the value of the tax.
In the research carried out by Henry Stewards (1978) he noted that about Seven (7) and half percent (7.5%) of Britain's Gross National Product per annum is evaded as tax. In the USA the loss of revenue through tax evasion estimated to be in the region is between thirteen and seventeen billion dollars ($13b-$17b) per annum.
According to the Graphic Sports, March 29, 1999 issue, Schumacher a coach and former captain of the German National football team was alleged to have evaded 271,000 marks ($151,000) in tax between 1992 and 1994.
On 16th March, 1999, from a radio broadcast, Chain has about 27 million companies in operation but only 8 million of these pay tax to the Government. From the above income tax evasion, avoidance and default are a menace and hence a major factor responsible for the poor revenue mobilization for socio-economic development.
2.6.3 Reasons for income Tax Evasion
Income tax evasion has probably existed as long as those in a position of power have imposed a tax which is ever since the first civilization. From research conducted by Wikipedia, tax evaders are typically motivated by;
Disagreement with the policies of the government or institution that is collecting the income tax.
Tax evader hopes to accomplish may be personal or political or some combination of both.
Some resisters want to "wash their hands" of complicity in immoral government policies by not contributing to funding them.
Some resist taxes as a form of protest that communicates the strength of their opposition through an act of civil disobedience.
Some see income tax evasion as a form of non-violent political force cutting of funds from the government as part of a campaign to force concessions from that government or to cause it relinquish control.
There are many methods of tax resistance. Some are redirection, refusing to pay; paying under protest that is by including protest letter along with their tax forms etc. there are a variety of arguments made for tax resistance. Some of the arguments are as follows:
The government has no legitimate claims to the fruit of ones labour and so taxation is tantamount to exacting from the taxpayer what belongs to him or her
The government engages in immoral unethical and distractive activities.
The government is non-legitimate that is the rulers did not come to power in a legitimate that is the rulers did not come to power in a legitimate or democratic manner (salt Satyagraha).
The government regime in power is corrupt thus serving mainly itsown needs.
The government is controlled by individuals with business interest which unjustly benefits from income tax revenue (conflict or interest).
The size and scope of government have reached levels far beyond that required of the state.
The wealthy or those in power do not pay their "fair share".
The wealthy or those in power do not pay their "fair share".
The government is inefficient and wasteful, providing inadequate return of the tax collected.
Many arguments can be made against the above. Most basic, of course, is from those who support the entity collecting the income feel that other people should as well. But even those who are sympathetic with the tax resister's complaint may question the method.
2.6.4 Effects of Income Tax Evasion
Countries whose citizens evade tax do not have better developmental infrastructure such as hospitals schools, roads, transportation, housing, water, electricity, payment of wages and salaries to public workers etc. which would have otherwise improve the living standard of these citizens. If the right amount of taxes were paid for example, the availability of hospitals will help improve the quality of health care delivery in the country.
In the area of education, apart from the physical structures, government still subsidizes the fees paid by individual students of public schools. The bulk of the country's agricultural produce comes mostly from the hinterlands or remote areas. The availability of good assessable roads helps to transport these produce with ease to the urban areas. In most developed countries, the government put up apartment from the revenue generated from taxes to accommodate individual citizens at a lower cost compared with privately owned apartments.
Revenue generated by the government through tax is being used to extend electricity, water and other utilities to other parts of the country. Part is also used to subsidize both electricity and water cost to the individual. And efficient tax administration may result into increase in tax revenue. This may have the effect of narrowing the fiscal gap or budget deficit resulting in reduced government borrowing.
Income tax may be used to foster growth of the key sectors of the economy. In Imo State today, the agriculture sector enjoys a tax holiday of either five or ten years depending on their nature. Under the current tax laws, manufacturing companies cited in the regions other than Accra and Tema are to pay tax at the rate of 25% less the existing rate of 25% less the existing rate of such companies. All manufacturing companies located or sited elsewhere are to pay tax at the rate of 50% less than the existing rate of such companies. Also under the investment code, L.I. 1519 of 1991, manufacturing companies engaged in the manufacturing or assembling of electrical or electronic devices, appliances, goods etc. are exempted from corporate income tax for the first five (5) years of operation. Such companies cited in the Northern, Upper East and Upper West regions are exempted from corporate income tax for the first ten years of operation.
Furthermore, under section 19(2) of the Internal Revenue Act, Act 592, 2000 any expense incurred by a manufacturing company on research and development for the purpose of improving its products is an allowable deduction on its profits if the company can prove the expense.
From the above, it can be concluded that income tax evasion impedes the development of infrastructure of a country. One positive side to tax evasion is that it ameliorates undesirable or unfair tax rules.
2.6.5 Measurement of income tax evasion
A major difficulty in analyzing evasion is in its measurement. After all individuals have incentives to conceal their cheating. Several methods have been developed to measure evasion, all subjects to imprecision and controversy.
One method relies on information generated by the authority as part of its audit process. The internal Revenue conducts line-by-line audit of individual tax return for its Taxpayer compliance Measurement Program (TCMP). This audit yield an estimate of the tax payers "true income", allowing measures of individual and aggregate tax evasion calculated. However, the audits do not detect all under reported income, non-filers are not often captured and final audit adjustments are not included. Another direct method involves surveys. These surveys are typically designed to illicit tax payers' attitudes about their reporting but such surveys can also be used to estimate non-compliance. However, the accuracy of surveys if ascertained, individuals may not remember their reporting decisions, they may not report truthfully or at all the respondents may not be representative. In Germany, it has been deemed likely that three hundred thousand workers in the construction industry alone or not reported to tax officials (Keindal 1977).
Michael O Higgers (1980) has revealed methods of meeting tax evasion. One of the most obvious ways to be identified was to trace the relevant tax enforcement statistics. However, he continued that the department's investigative techniques might change considerably from year to year. Another approach outlined involved micro measures including close examination of the income and expenditure data for a small proportion of the work forces, for example, traders and businessmen that have long been suspected as harboring many tax evaders (Bean 1975).
From the above there is much that we do not know about tax evasion. We are constantly struggling to measure its extent to discover its impact, to estimate individual responses and to implement appropriate policies. As long as there are taxes, this struggle will continue.
2.7 Economic Development 
Economic development is the sustained, concerted actions of policy makers and communities that promote the standard of living and economic health of a given area. Economic development can also be referred to the quantitative and qualitative changes in the economy 
(www.wikipedia.org/wike/economic_developemnt). The Malthusian theory did not regard the process of economic development as automatic. Rather, it required consistent efforts on the part of people. Dafionone (2013), noted, “that for the country to lay claim on growth and development through taxation, there must be an improvement of the quality of life of the citizens, as measured by the appropriate indices in economic social, political and environmental terms”. In Nigeria, dependency theorists argument explains the precarious situation we are into. Dependency theorists argue that poor countries have sometimes experienced economic growth with little or no economic development initiatives. Today, Nigeria being the number one economies in Africa cannot boast of a good education system like our sister country Ghana. Nigeria only functions as resource-providers to wealthy industrialized countries. Although opposing argument has it that growth causes development because some of the increase in income gets spent on human development such as education and health. Other theories of economic development are Adam Smith’s theory, the Ricardian theory, the Schumpeterian theory, the Keynesian theory e.t.c (Jhingan, 2002).
2.8 Empirical Studies 
Several empirical studies have been conducted on the impact of taxation on economic development. The empirical studies of Gwatney (2006) Engen and Skinner (1996), Ogbonna and Ebimobowei, (2012) Adereti et al (2011), Worlu and Nkoro (2012), Adegbie and Falile (2011), Wambai and Hanga (2013) and Otu and Adejumo (2013) provided different evidences of impact of economic development. 
Major tax legislation passed in 1981 and 1986 reduced the top U.S federal income tax rate from 70 percent to approximately 33 percent. The performance of the U.S economy during the eighties was impressive (Gwatney, 2006 cited in (Islahi, 2006). This evidence is supported by Ibu Khaldun’s theory of taxation.
Engen and Skinner (1996) in their study of taxation and economic growth of U.S economy, considered a large sample of countries and documented that 0.2 to 0.3 percentage point differences in growth rate in response to a major tax reform. He stated that small effects could have a large cumulative impact on living standards. 
Ogbonna and Ebimobowei (2012) in their study, on the impact of Tax Reform and Economic Growth of Nigeria: A time server analysis, found that tax reforms are positively and significantly related to economic growth and that tax reforms Granger cause economic growth. Also, that tax reforms improve the revenue generating machinery of government. 
Adeneti et al. 2011 using simple regression analysis and descriptive statistical method, find that the ratio of VAT to GDP averaged 1.3% compared to 4.5% in Indonesia, though VAT revenue accounts for as much as 95% significant variations in GDP in Nigeria. The data covered a period of 1994 to 2008. Worlu and Nkoro (2012) in the study tax revenue and economic development in Nigeria: A macro econometric approach. From 1980 to 2007, they found that tax revenue stimulates economic growth through infrastructural development. Also, revealed that tax revenue has no independent effect on growth through infrastructural development and forcing direct investment, but just allowing the infrastructural development and foreign investment to positively respond to increase in output. 
Studying on company income tax and Nigerian economic development relationship, Adegbie and Falile (2011) revealed a significant relationship between company income tax and Nigerian economic development. That tax evasion and avoidance are major hindrances to revenue generation. 
Wambia and Hanga (2013) in their study based on survey method, used questionnaire on 40 respondents to generate data which was measured by a simple majority or percentage of opinions. The study found that more tax compliance is significantly associated with the adequate campaign and judicious utilization of tax funds. Otu and Adejumo (2013) studying the effects of tax revenue on economic growth in Nigeria 1970 to 2011, adopted the ordinary least square OLS regression technique and established that tax revenue has a positive effect on economic growth in Nigeria. 
The literature that exists is of the support that tax revenue impacts positively on economic development. However, to the best of the researcher’s knowledge, no study has been conducted to know the impact of the adoption of International Financial Reporting Standards (IFRS) on tax revenue in Nigeria. This, the study intends to achieve this as well as to update the existing literature on the impact of taxation on economic development. 


CHAPTER THREE
RESEARCH METHODOLOGY
3.1 RESEARCH DESIGN
The study makes use of survey research technique. It was carried out with a view to achieve some previous stated objectives. It’s a means of obtaining information directly from group of individual by using interview and questionnaire techniques. The techniques serve as aids in collecting contemporary data either by direct or indirect method.
3.2 POPULATION OF THE STUDY 
The population of the study for this work consist of 45 respondents that are directly affected by tax policy i.e Tax consultant, auditor; inspector of taxes and Administration officer of an organization. 
3.3 SAMPLE SIZE DETERMINATION
The sample size determined from a heterogeneous population. Obtaining the sample size using Yaro Yamani formula, we have
n =      N
      1+N (e)2
Where:
n = sample size
N = population size
e = error estimated / level of significance
1 = constant
For the purpose of this study, the level of significance is given as 0.05, that is 95% confidence level / unit.
Given that N = 45, e = 0.05, n = ?
             =         45 
                      1+45 (0.05)2
             =         45 
                      1+0.1125
             =         45 
1.1125            n    = 40
3.4 SAMPLING PROCEDURE/TECHNIQUE 
The total numeration technique is adopted for this research owing to the sample size of forty (40) copies of the questionnaire which were personally given to respondents. However, 38 respondents returned their questionnaire. This gives a response rate of 95%.
3.5 METHOD OF DATA COLLECTION
The primary sources of data collection for the research work are personal interview, direct observation and questionnaire.
The secondary sources of data include review of textbooks, journals, magazines and newspaper.
3.6 METHOD OF DATA ANALYSIS
The method of data analysis used in analyzing the data collected for this study, includes frequency tables and simple percentage based on the analyze responses from the questionnaires that were distributed and returned. The formula is:   A       x      100
N               1
Where:  
             A = Represent the number of responses
             N = Represent the total number of responses


CHAPTER FOUR
DATA ANALYSIS AND INTERPRETATION
4.1 Introduction
This chapter is based on the response obtained and interpretation of the analysis from the field. The outcome or results are presented with the use of table to illustrate some key variables contained in questionnaires.
4.2 ANALYSIS 1
DISTRIBUTION OF RESPONDENTS ACCORDING TO JOB DESCRIPTION
TABLE   4.2.1
	Job Description

	No
	%

	    Auditors


	     9

	23.7


	    Tax Consultants


	10
	26.3


	Inspector of Taxes

	12
	31.6


	Administration officer

	7
	18.4


	Total

	38
	100




The table above shows that the auditors and tax consultants has the ranges of 23.7% and 26.3%. While that of inspector of taxes and administration officer has the ranges of 31.6% and 18.4%.
DISTRIBUTION OF RESPONDENTS ACCORDING TO SEX
TABLE   4.2.2
	SEX

	   N0

	%


	Male

	   25

	66


	Female

	   13

	34


	Total

	   38

	100




The table 4.2.2 above shows that 66% for male and 34% for female.
DISTRIBUTION OF RESPONDENTS ACCORDING TO MARITAL STATUS
TABLE   4.2.3
	MARITAL STATUS

	  No

	   %


	Married

	  27

	  71


	Single

	   11

	  29


	Total

	  38

	  100




The table  4.2.3  above shows that 71% are married while 29% are single.
This analysis shows the Age, Education and Tax training of the respondents. This shows the level of exposure of the respondent in taxation.
DISRIBUTION OF RESPONDENTS ACCORDING TO AGE
TABLE 4.3.1
	Age

	  No

	%


	Under 30

	    8

	21


	30-40

	   14

	37


	41-50

	   11

	29


	51-Above

	    5

	13


	Total

	   38

	100




Table 4.31 above indicates that under 30 years are 21% , 37% and 29% are within the age of 30-40 years and 41-50 years also51years and above are 13% respectively which shows that majority of workers are young, middle age and able bodied people.
DISTRIBUTION OF RESPONDENTS ACCORDING TO EDUCATION QUALIFICATION
TABLE 4.3.2
	Education Qualification

	   No

	  %


	WASC / GCE


	    3

	  9
  


	OND / NCE
	     7
   

	18

	HND / B.SC

	15
	 39  



	Professional

	    13

	34

	Total

	38
	100



Table 4.3.2  shows that 9% and 18% are WASC/GCE holders and OND/NCE, while 39% and 34% of the respondent are HND/BSC holder and profession qualification. These are majority in the table indicating how knowledgeable they are in the study.
DISTRIBUTION OF RESPONDENTS ACCORDING TO TAX TRAINING
TABLE 4.3.3
	   Tax Training

	     No

	%

	Yes
	     31

	   82


	 No

	      7

	   18


	Total

	38
	100




Table 4.3.3 above shows that 82% of the respondents indicate that they have undergo tax training and 18% of the respondents indicate that they have not undergo tax training.
Data Analysis
What is the nature of relationship that exist between taxation and economic growth
	QUESTION ANALYSIS

	TRUE


	%
	FALSE

	% 

	TOTAL

	i)The relevant tax law as regarding tax incentive are unclear

	10

	26

	  28

	74

	100


	ii)There are enough enlighten campaign on tax incentive

	6

	16

	  32

	84

	100


	iii)Tax incentive increase collection of taxes

	16

	42

	  22

	58

	100


	   iv)Tax incentive do create purchasing power for the taxpayer

	37

	97

	  1

	3

	100


	v)Tax incentive provide saving 
for the taxpayers

	21

	55
  

	17
	45

	100


	vi)The beneficiaries of tax incentive tax advantage of the incentive

	38

	100

	-

	-

	100


	vii)Tax incentive help a company to  increase its profitability

	29

	76

	9

	24

	100


	viii)Tax incentive provide investment opportunities for foreign investor

	35

	92

	3

	8

	100


	ix)Tax incentive is use to protect local industries

	33

	87

	5

	13

	100


	X)Tax incentives do curb inflation

	7

	18

	31

	82

	100


	xi)Politician influence tax policy to favour them

	27

	71

	11

	29

	100




INTERPRETATION
Tax law regarding, tax incentive are unclear due to the fact that 26% out of the sample is true while the remaining 74% believe that it is not true.
16% of the population agreed that there are enough enlighten campaign on tax incentive while 84% of the population believes that it is not true.
Tax incentive increase collection of taxes 42% of population agreed while the remaining 58% of the population admitted that it is not true.
The population of 97% agreed that tax incentive do create purchasing power for the tax payer while the remaining 3% said that it is not true.
Only 55% of the population believed that it is true that tax incentive provide saving for the taxpayers while the remaining 45% did not support the idea.
100% of the population agreed that the beneficiaries of tax incentive take advantages of the incentive. 
76% do support the idea that tax incentives help a company to increase its profitability while the remaining 24% did not support the idea.
Tax incentive provides investment opportunities for foreign investor 92% said that it is true, while the remaining 8% said that it is not true.
87% believed that it is true that tax incentive is used to protect local industries, while the remaining 13% of the population said that it is not true.
It is true that 18% admit that tax incentive do curb inflation while the remaining 82% did not support.
Finally for the politician influence tax policy to favour them, 71% of the sample agreed that it is true while the 29% of the sample disagreed.
4.5 ANALYSIS IV
The following responses are suggested to make incentive effective means in the economic growth in Nigeria.
	
	   Agree No.
	Disagree No.      

	%

	%

	%

	Total

	%


	i) Make tax incentive to be targeted at a specified limited class of beneficiaries.
  13

	   34


	   19

	49

	6
	17

	    100
    

	

	ii) Government should use tax incentive to pursue mainly long term national objective e.g development of technology industries.

	25
	66

	   13

	34

	   -

	100
	-


	iii) Government should provide security to potential investors in the country.

	38
	100

	-

	-

	-

	   100

	

	iv) Embarking on more enlighten campaign on tax incentive to the beneficiaries. 

	  37

	97

	   1

	3

	   -

	100
	  -
 


	v) Better remuneration for tax official would encourage them to collect more revenue for government.

	33
	87

	   5

	13

	    -

	   100

	-


	vi) There should be measure to monitor compliance and to encounter evasion and avoidance.

	  27

	71

	   9

	24

	   2

	   100

	5


	vii) Embarking on eradication of corruption in the country
	38
	100

	   -

	-

	   -

	100
	-


	viii) Stable government will make tax incentive to achieve its objective.

	  38

	100

	   -

	-

	  -

	  100

	-


	ix) Introduction of tax incentive makes the country to export their goods and services.

	  22

	58

	  11

	29

	  5

	13

	  100


	x) There should be adequate tax incentive given to manufacturing industries.

	27

	71

	  10

	26

	  1

	3

	  100




INTERPRETATION
If government tax incentive to be targeted at a specified limited class of beneficiaries 34% of the sample agree with the idea,49% of the sample did not agree and 17% did not decide. 
66% of the sample agreed that government should use tax incentive to purse mainly long-term national objectives, 34% disagree.
Government should provide security to potential investor in the country 100% of the same sample agreed. 
97% of the sample agreed that on embarking on more enlightenment campaign on tax incentive to the beneficiaries while 3% of the sample disagreed.
If government can make better remuneration for tax official it would encourage them to collect more revenue for government 87% agreed on the idea while 13% of the sample disagreed.
Also there should be measure to monitor compliance and to encounter evasion and avoidance,71% agreed,  24% disagree and 5% did not decide.
100% of the sample agreed on the eradication of corruption in the country. 
Furthermore, 100% of the sample agreed on the believer that stable government will make tax incentive to achieve its objective.
If the introduction of tax incentive makes the country to export their goods and services 58% of the sample agreed, while 29% of the sample disagreed and the remaining 13% did not decide.
Finally, if there should be adequate tax incentive given to manufacturing industries 71% agreed while 26% of the sample disagreed and remaining 3% did not decide.
Research Question 2: Do you think that government having using revenue generated from tax for economic growth.
Table 4.3: Respondent on question 2
	Options
	Frequency
	Percentage

	Yes
	23
	60

	No
	7
	19

	Undecided
	8
	21

	Total
	38
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 23 respondents constituting 60% said yes. 7 respondents constituting 19% said no. While the remain 8 respondents constituting 21% were undecided.
Research Question 3.  Do tax rate affects the rate of investment in the economy ?
Table 4.4: Respondent on question 3
	Options
	Frequency
	Percentage

	Yes
	21
	56

	No
	8
	21

	Undecided
	9
	23

	Total
	38
	100


Source: Field Survey, 2021
From the responses obtained as expressed in the table above, 21 respondents constituting 56% said yes. 8 respondents constituting 21% said no. While the remain 9 respondents constituting 23% were undecided.
Hypothesis One: Revenue generated from tax has a positive impact on the economic development of Enugu State
Table 4.2.2: Chi-Square test showing relationship between  tax Revenue and economic development of Enugu State
	
	Value
	df
	Asymp. Sig. (2-sided)

	Pearson Chi-Square
	19.284a
	2
	.000

	Continuity Correctionb
	17.931
	2
	.000

	Likelihood Ratio
	19.894
	2
	.000

	Fisher's Exact Test
	
	
	

	Linear-by-Linear Association
	19.178
	2
	.000

	N of Valid Cases
	38
	
	



DECISION RULE: 
X2 = 19.284, df (c-1, r-1) = 2, n = 38, p = .000 at 0.05 level of significance. 
The relationship between  tax Revenue and economic development of Enugu State was investigated using Chi-Square Test. The result from this investigation proved that there is a significant Revenue generated from tax has a positive impact on the economic development of Enugu State.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 DISCUSSION OF FINDINGS
The study therefore conclude from all the available findings that in order to encourage and attract investment in certain preferred sector, enhances capital information thereby leaving more retained profit arising from tax saving for re-investment and protection of certain industries and manufacturing sectors against competition stimulate the expansion of domestic productive capacity in those area all these benefit will lead to economic growth in Nigeria.
5.2 SUMMARY 
The purpose of the study is to know the effect that income tax evasion has on the economy. Chapter one traced the background of the tax system and how it was introduced in Imo State. The study also shed light on the efficiency of the system so far as education, record keeping, tax awareness, understatement of trade income etc. The study however, was restricted to income tax system on self-employed in Enugu State.
Chapter two which has the caption of literature review discussed the definitions and nature of income tax, the principles of tax, income tax evasion, tax avoidance and tax default. The problems associated with income tax payment and collection in the metropolis was also given some attention.
The findings from the research conducted on traders and Imo State tax (domestic tax division) officials indicated that taxes are paid and collected, however, tax payers complain of not seeing the impact or the purpose for which these taxes are being paid that is garbage are not disposed of on time this in turn poses threat on health, some classrooms are without enough furniture, some roads are in a very poor condition for which some landlords have to contribute money in order for roads leading to their houses to be constructed and also poor drainage system was found to be predominant in the Enugu Municipal. Income tax evasion, avoidance and default are commonplace in the metropolis. This situation persists in the metropolis because the majority of the traders claimed they did not see the need to pay tax since they did not see the benefits accruing thereof. Chapter three and four discussed the methodology and analysis of the data collected. These included among other things, choices of the population and sample for the study, research instruments and research designs were used. Lapses in the tax systems were identified during the process of the analysis.
5.3 CONCLUSION
The study was to find out the problem connected with income tax evasion on the economy. The research revealed many problems on individuals' attitude towards income tax. It was found out that their educational background were low. This was especially in the case of traders. Most of them were basic and secondary school leavers who had no in-depth education in taxes. Also, it was observed that the traders did not keep proper records, which makes it difficult to ascertain their correct and actual assessable incomes. Again the traders' taxes were used on public officials instead of using it for national development to the benefit of the tax payers and the nation at large, the traders claim. Other conclusions drawn from the study are as follows;
Income taxes are very high in that it takes almost half of their income
There is a poor customer relation on the part of the Imo State tax officials. Tax collectors connive with income tax payer to cheat. Thus figures are understated for tax payers to pay low and the rest of the money which is supposed to be credited to the consolidated fund rather went into individual income tax collector's pocket.
Most people did not know the importance of tax and therefore feel reluctant to come forward boldly to declare their incomes for tax purposes.
5.4 RECOMMENDATIONS
Based on the primary data obtained from our study through questionnaires and interviews, the researcher recommended that;
The government should ensure organizing regular and frequent tax education for the public to encourage self-employed people about the role their contributions play in the country's development. This would allow more tax payers to rope into the tax system.
The government of Imo State through the Imo State tax (Domestic tax division) should impose moderate taxes on traders. This is to enable their business to grow and mostly because the operations of traders had been a major source of employment for the youth in Owerri Municipal who did not have the privilege to pursue higher education, as the study revealed that about 87.88% of traders had their academic qualification to be SSCE and below.
Tax officers should pay visit to self-employed place of business in order to make real assessment.
Provision of infrastructure should be seen to be equitably distributed (that is hospital, roads, schools, good drinking water and electricity supply). That is to say, the government should at least distribute its resources fairly for the public to feel impact of the income tax paid.
With regards to the traders, it is being recommended that there should be non- formal classes organized for them in the evening at least three times a week to prepare them overcome their illiteracy deficiency.
Finally, the Imo State tax official should be increased in terms of number and should be well-equipped with the requisite logistics so that they can reach tax payers all the time, to at least guide them on how to prepare up to date tax returns.
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QUESTIONS ON RESPONDENT SECTION A
1.Age Distributions
20 and below [ ] 21-25 [ ] 26-30 [ ] 31-35 [ ] 36 and above [ ]
2. Gender Distributions
Male [ ] Female [ ]
3. Educational background
(a) Basic [ ] (b) Secondary [ ] (c) Tertiary [ ] (d) Others [ ]
4. Position held	
5. Type of business	
SECTION B
6. What the nature of relationship that exist between taxation and economic growth
	QUESTION ANALYSIS

	TRUE


	FALSE


	i)The relevant tax law as regarding tax incentive are unclear

	
	

	ii)There are enough enlighten campaign on tax incentive

	
	

	iii)Tax incentive increase collection of taxes

	
	

	iv)Tax incentive do create purchasing power for the taxpayer

	
	

	v)Tax incentive provide saving  for the taxpayers

	
	

	vi)The beneficiaries of tax incentive tax advantage of the incentive

	
	

	vii)Tax incentive help a company to  increase its profitability

	
	

	viii)Tax incentive provide investment opportunities for foreign investor

	
	

	ix)Tax incentive is use to protect local industries

	
	

	X)Tax incentives do curb inflation

	
	

	xi)Politician influence tax policy to favour them

	
	



6. Are you aware of your tax obligation? Yes ( )	No ( )
7. Have you ever paid money to the Government in the form of tax? Yes ( ) No ( )
8. What type of tax do you pay?	
9. Do you keep records of daily tax paid? Yes ( ) No ( )
10. Do you keep records of your daily income? Yes ( ) No ( )
11. Are you forced before paying tax? Yes ( ) No ( )
12. Do you refuse to pay tax intentionally? Yes ( ) No ( ) If yes please give reasons
13. Does Enugu State tax (Domestic tax) organize tax education for you? Yes ( ) No ( )
14. Are you willing to pay tax? Yes ( ) No ( )
15. Have you ever refused to pay tax? Yes ( ) No ( ) If yes, please state why?
