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This is a study on the Impact Of Value Added Tax On The Productivity Of Manufacturing Organisations In The Nigerian Economy.
The study adopted the survey research design and randomly enrolled participants in the study. A total of 40 responses were validated from the enrolled participants where all respondent are active workers in the Federal Inland Revenue Service, Enugu. The findings shows that Value Added Tax (VAT) has contributed to Gross Domestic Product of Nigeria to a great extent. it found that Money supply has significant effect on VAT payment in Nigeria. 
The study showed that there is significant relationship exists between the cost of collecting VAT and the benefits derived from it


















CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
The federal government in 1991 set up a study group to look into and give recommendation of the administration and reform of indirect taxation. This was as a result of the inadequate revenue yield from non-oil taxes in Nigeria and the overdependence of the government on oil revenue. This group was to review the indirect taxation system in Nigeria, study the feasibility of the introduction of Value Added Tax and make recommendation.
According to Ajakaiye (2000) the recommendation accepted by the government included the following:
Detailed action programme for the preparatory work on VAT When introduced, VAT should:
Pay special attention to the government’s fiscal relationship because it will replace sales tax which is a stage tax.
Have a single rate.
Cover manufacturing industry importers in form of goods.
Cover professional services excluding doctors and pharmacists.
Sales tax was the basic consumption tax by many countries. At the dawn of the 20th century, many countries embrace VAT as a replacement sales tax. The substitute of VAT for sales tax paid off tremendously though at varying degrees to various countries. The adoption of VAT was so pervasive that the adoption of it by European Economic Community (EEC) was made obligatory under the treaty of Rome signed in 1957. In spite of the wide acceptance, some countries like Japan, Australia and Canada have been reluctant of introducing the VAT.
The Standard Statement of Accounting Practice (SSAP) NO 5 (1993) defined VAT as a tax on the supply of goods and services which is eventually borne by the final consumer but collected at each stage of production and distribution.
Professor Aluko (1993) in his paper ‘Classical Value Added Tax (CVAT)’ defined VAT as a tax on the increase in the value of goods and services in the process of production and distribution.
Ayodele (2007) argued that VAT has become a major source of revenue for most developing countries like Nigeria. In view of this, there is penchant to increase the tax rate to get higher revenue.
First Tax Guide (2005) stated that the revenue from VAT was shared 20-80 percent between the state and federal government. Currently, it is shared 15:50:35 among the federal, state and local government. The state collection was to be earmarked as 30% for state of origin, 30% for consumption/destination and 40% for equality of the state. VAT is levied at a single tax rate of 5% which makes it easier to administer. When paid by business on purchase, it becomes an input tax which is recoverable from VAT charge on company’s sales known as output tax.
In Nigeria, all goods and service are vatable with limited aid specific exemptions. All imports are vatable with imported raw materials or finished goods and VAT on imports are calculated on total revenue value at the total cost, insurance and freight. Exports are zero rated, implying that exporters do not impose VAT on exports, but they can claim credit for VAT paid on their inputs.
According to Ajaikaiye (2002) Nigerian VAT has a very wide base with relatively few exemptions, moreover VAT does not replace any of the usual indirect or income taxes. Sales tax revenue accrues exclusively to the state government, but shared by all levels of government. Thus, it can be assumed that VAT revenue is shared by all the levels of government. Though VAT revenue is not sterilized, it is injected into the economy through government final consumption expenditures. 
1.2	Statement of Problem
Resistance to VAT in Nigeria at the early stage was very intensive and prolonged, in the sense that some manufacturing organizations do not want the tax, they felt that its implementation should not be given to any revenue agency. In the thrust of this it was argued that the VAT implementation would almost certainly be based on bureaucratic red-tapism (Ogundele, 1996).
Naiyeju (1996) identified a spectrum of fear inherent in the introduction of VAT in Nigerian economy; Anticipated high administration cost, especially the cost of monitoring the VAT implementation bearing in mind the Nigerian factor. The established culture of tax evasion by some manufacturing organizations.
Effects on prices of commodities.
Fear of inability to administer VAT efficiently.
Compliance cost.
1.3	Objectives of the Study
The following are the objectives of the study;
1. To examine how VAT has influence the productivity of manufacturing organizations in the Nigerian economy.
2. To analyze the effects of VAT revenue in the GDP of the Nigerian economy.
3. To determine how the productivity of manufacturing organizations in Nigeria has enhance the GDP of the Nigerian economy.
4. To enumerate goods and services covered by VAT and those exempted from VAT..
1.4	Research Questions
	The following research questions are stated for this study:
1. How has VAT influence the productivity of manufacturing organizations in the Nigerian economy ?
2. Is there any significant relationship between VAT revenue and the GDP of the Nigerian economy?
3. Does the productivity of manufacturing organizations in Nigerian enhance the GDP of the Nigerian economy??
1.5	Research Hypotheses
	The following hypotheses are formulated for this study:
Hypothesis One
HO:	Value Added Tax (VAT) has not contributed to economic growth of Gross Domestic Product of Nigeria.
HI:	Value Added Tax (VAT) has contributed to Gross Domestic Product of Nigeria to a great extent.
Hypothesis Two
HO:	Money supply does not have significant effect on VAT payment in Nigeria.
HI:	Money supply has significant effect on VAT payment in Nigeria.
Hypothesis Three
HO:	A significant relationship does not exist between the cost of collecting VAT and the benefits derived from it.
HI:	A significant relationship exists between the cost of collecting VAT and the benefits derived from it.
1.6	Significance of the Study
This research work will be an invaluable source of literature for researchers, student, marketing practitioners, accountants, bankers, companies, government agencies and related field who might be interest in knowing much about the concept of VAT.
Its general contributions to economic development of Nigeria were mentioned. Its advantages and disadvantages, types of taxes, the origin of VAT, its application, impact and administration were thoroughly analyzed which will be an indispensable material to the above mentioned beneficiaries. It will also help the government in her policy formulation to suggest alternative strategies that can aid effective administration and monitoring of the VAT process and procedures. All these will contribute immensely to the knowledge previously had by some of the beneficiaries mentioned above.
1.7	Scope of the Study 
This study covers selected manufacturing firms in Enugu State. The firms selected are; Innoson Nigeria Ltd, Emenite Nigeria Ltd and Coca Cola Bottling Company.
1.8	Limitation of the Study 
The researcher encountered diverse constraints in the process of carrying out this research study. 
1. Difficulty in gathering Research Material:
There was difficulty in gathering the necessary information or materials necessary for the successful completion of this research study. This is due to the fact that most of the respondents were either not on sit or were uncooperative in providing the necessary information as regards to their responses.
2. Time Constraints
Time also posed as a constraint to the successful completion of this research study. The researcher had to combine the time for lectures and work to carrying out this research study. Though it was not easy but she was still able to carry out the research work.
3. Finance:
There was not enough finance on the part of the researcher to complete this research study.
Irrespective of these constraints, the researcher was still able to successfully carry out this research study.
1.9	Definition of Terms 
Value Added Tax: A value-added tax (VAT) is a type of consumption tax that is placed on a product whenever value is added at a stage of production and at final sale.
Gross Domestic Product: Gross domestic product (GDP) is the monetary value of all the finished goods and services produced within a country's borders in a specific time period.
Total Consolidated Revenue: Total consolidated revenue is the aggregate of all revenue generated by a parent company and its majority-owned subsidiaries, after intercompany eliminations. Intercompany eliminations refer to sales included by one company to another majority-owned subsidiary or its parent.


CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1	Conceptual Framework
2.1.1	Definition of Taxation
Tax has been defined in many ways by different authors. Anyanwu (2007) defined tax as “compulsory transfer or payment of money (or occasionally of goods and services) from private individuals, institutions or and services) from private individuals, institutions or groups to the government. It may be levied upon wealth or income or in the form of surcharge on price. 
According to Okpe (2008) “tax is the transfer of resources and income from the private sector to the public sector in order to achieve some of the nation’s economic and social goals, maybe in the form of provision of additional government basic services particularly in education, public health, transportation, capital formation and in the provision of facilities. 
Anyanwaokoro (2004) defined tax as “a compulsory payment imposed by the government on individuals and corporate bodies in the governed area for which no direct goods or services are given in exchange of the payment made”. 
Adebao (2009) also defined tax as “a compulsory levy imposed by the government on individuals and business organizations. It is a payment in return for which no direct and specific “quid pro quo” is offered by the government and indirect benefit to different individual taxpayers cannot be determined. From the above definitions Okwo (2011) summarized tax as a compulsory payment made by individuals and corporate bodies to the government for financing government expenditure or for general purpose of government aimed at improving the taxpayers welfare and in which both the taxpayer and the public at large benefit. There are three elements of taxation. These are; 
· The tax base 
· The tax rate 
· The tax yield
The tax base is the object being taxed. Examples of tax based are income, profit and property. 
The tax rate is the proportion of the value of the tax based that is paid as tax. 
The tax yield is the actual amount accrued to the government in tax. 
2.1.2	Overview of Value Added Tax (VAT)
VAT is a tax on consumption; the more you buy the more tax you pay. It is also a neutral tax on businesses in that it does not represent a real cost to anyone but the end consumer. Everybody pays tax to the Government whenever they purchase goods or services. This tax is collected for the government by the supplier of those goods and services. VAT revenue has become a significant source of government revenue in Nigeria. Therefore, the primary objective of fiscal policy is to raise more revenue through value added tax (Ademola, 2009). The tax authorities have been guided by the need to design equitable and efficient VAT system capable of complementing government expenditure and, thus, reduce recourse to public borrowing. VAT rate in Nigeria has been determined in a way that minimizes disincentive effects on economic activities. The effects of low tax effort in Nigerian have been strengthened by the value added tax system. 
The concept of value added as given by Ajibola (2005) refers to the additional value of a commodity over the cost of commodities used to produce it from the previous stage of production. In national accounts used in macroeconomics, it refers to the contribution of the factors of production, i.e., land, labour, and capital goods, to raising the value of a product and corresponds to the incomes received by the owners of these factors. It is this value added that VAT is levied upon. Consequently, value added tax, or goods and services tax is tax on exchanges at different points. It differs from sales because a sales tax is levied on total value of the exchange. Personal end consumers of products and services cannot recover VAT on purchases, but businesses are able to recover VAT on the materials and services that they buy to make further supplies or services directly or indirectly sold to end-users. In this way, the total tax levied at each stage in the economic chain of supply is a constant proportion of the value added by a business to its products, and most of the cost of collecting the tax is borne by business, rather than by the state.
According to Anyafo, (2007) a value-added tax (VAT) is a form of consumption tax. From the perspective of the buyer, it is a tax on the purchase price. From that of the seller, it is a tax only on the value added to a product, material, or service, from an accounting point of view, by this stage of its manufacture or distribution. The manufacturer remits to the government the difference between these two amounts, and retains the rest for themselves to offset the taxes they had previously paid on the inputs.
The purpose of VAT is to generate tax revenues to the government similar to the corporate income tax or the personal income tax (Anyanwaokoro, 2004).
The value added to a product by or with a business is the sale price charged to its customer, minus the cost of materials and other taxable inputs. A VAT is like a sales tax in that ultimately only the end consumer is taxed. It differs from the sales tax in that, with the latter, the tax is collected and remitted to the government only once, at the point of purchase by the end consumer. With the VAT, collections, remittances to the government, and credits for taxes already paid occur each time a business in the supply chain purchases products.
2.1.3	VAT Administration in Nigeria
There is a growing recognition among developing countries of the crucial role of value added tax revenue as an instrument of economic development. Value added tax (VAT) revenues are increasingly accounting for significant proportion of government revenue to finance the required level of public expenditure both at federal, state and local government levels. Value added tax as a consumption tax has been embraced by many countries worldwide. Because it is a consumption tax, it is relatively easy to administer and difficult to evade. Value Added Tax (VAT) was invented by a French economist in 1954 as “taxesur la valeur” (TVA in French). He envisioned a sales tax on goods that did not affect the cost of manufacture or distribution but was collected on the final price charged to the consumer. In France, it is the most source of state finance, accounting for approximately 45% of state revenues.
It did not matter how many transactions the goods went through; the tax was always a fixed percentage of the final price. The tax was finally adopted by France in 1954. Upon the formation of the Common Market in Europe (now the European Union) it was decided that one requirement of joining was the imposition of a form of VAT. In 1973 the UK joined the European Union and replaced the existing Sales Tax with VAT (Ugwuanyi, 2009).
The value added tax system in Nigeria was created as replacement or substitution for the sales tax that was in operation before. It was imposed on all goods that were manufactured in the country as well as goods that had been made outside the country and were selling there (Ugwu, 2008). As per the VAT Decree No. 102 1993, certain goods and services have been exempted from the purview of value added taxation. Such goods include all exported goods, medical and pharmaceutical products, products meant for kids, basic food items, commercial vehicles and their spare parts, books and other educational materials, fertilizer, farming machines, agricultural products, farming transportation equipments and veterinary medicines and magazines and newspapers. The Nigeria Federal Government enacted the VAT Amendment Act in 2007.
The yield from VAT is fairly accurate measurement of the growth of an economy since purchasing power (which determines yield) increase with economic growth. According to Pandey, (2011) VAT is a self-assessment tax that is paid when returns are being rendered. In-built in the new tax is the refund or credit mechanism which eliminates the cascading effect that is a feature of the retail sales tax. The input output tax mechanism in VAT also makes it self-policing. In essence, it is the output tax less input tax that constitutes the VAT payable (Owler and Brown, 2007). It is the equivalent of the VAT paid by the final consumer of the product that will be collected by the government. Value added tax, also known as goods and services tax (GST) proves to be beneficial for the government. Through implementation of this tax system, government can raise revenues invisibly, where the tax is not shown on the bill paid by the buyer. VAT differs from sales tax in various aspects. While sales tax is to be paid on the total value of the goods and services, VAT is levied on every exchange of the product, so that consumers do not have to carry the total cost of tax. However, VAT is generally not applied on export goods to avoid double taxation on the final product. However, if VAT is charged on export goods, the tax amount is usually refunded to the tax payer (Fregman, 2009). The individual consumers cannot recover VAT on purchases made by them. However, businesses can recover VAT on the services and materials, which are bought by them in order to continue the supply of the products and services.
Presently, the VAT rate in Nigeria is 5%. Although VAT is a multistage tax, it has a single effect and does not add more than the specific rate to the consumer price no matter the number of stage at which the tax is paid.
Value Added Tax is administered in Nigeria by the Federal Inland Revenue Service (FIRS) through the VAT Directorate located at its Head office Abuja. Thus, jurisdiction of VAT lies with the Federal Government of Nigeria. VAT proceeds are distributed to the three-tiers of government as follows:
15 percent to the Federal Government, 50 percent to the State Governments and the Federal Capital territory, Abuja, and 35 percent to the Local Governments. Thus, on the aggregate, the state governments actually enjoy a greater portion of VAT revenue. However, this is distributed equally among the 36 states of the Federation (Nweze, 2006). 
2.1.4	Objectives of Taxation
The main objective of taxation according to Okwo (2001) is to raise revenue to meet the cost of general administration and social services. Apart from this main objective, taxation is also used to regulate the economy and economic activities income. She further summarized the core objectives of taxation thus; 
a) To raise revenue: The main aim of taxation is to raise revenue to finance government expenditure. Government imposes taxes primarily to generate revenue for the financing of its expenditures such as building of schools, construction of roads, provision of pipe-born water and the establishment of industries. All these are geared towards raising the standard of living of the citizens. 
b) To protect infant industries: Government does this by import duties on imported goods so as to discourage people from buying and using them,  thereby encouraging the use of locally made goods. Often tax holiday is granted to these infant industries. The effect of this is to further reduce the cost of the locally made goods. This gives the locally made goods a cost advantage over the imported ones. When importation is discouraged, more job opportunities are created and this leads to increased employment and growth of the economy. 
c) To Reduce Inequality of Income: Taxes help to reduce the gap between the incomes of the rich and the poor. A progressive tax system is used to carry tax rate increases as the size of income or stock of wealth which is being taxed increases i.e more money is taken from the rich than the poor. Highly progressive taxation of income tends to reduce the consumption and accumulation of wealth by the rich.
d) To Check the Consumption of certain Commodities: Taxes are used to check commodities that are harmful to human health such as tobacco. Government can also use taxes to discourage the consumption of non-essential goods either foreign or locally produced such as expensive clothing materials. This normally leads to a rise in the prices of the affected products, hence a fall in demand. 
e) To Curb Inflation: During a period of inflation, government can increase taxes to reduce disposable income and aggregate demand. Higher taxation unaccompanied by increased government expenditure will decrease consumers’ purchasing power and lower prices. Conversely during deflation, government can reduce taxes to increase disposable income and aggregate demand.
f) To correct Balance of Payment Deficits: Taxes may be imposed to reduce imports and encourage exports so as to control balance of payment deficits. 
g) To Allocate Resources: Government can use taxes to allocate resources between private and public goods, investment and consumption goods. It can also be used to correct deficiencies in pricing mechanism resulting from e.g. monopoly elements etc.
h) To Prevent Dumping of Cheap Commodities: Government can impose certain tariffs to serve as anti-dumping device so as to prevent dumping of cheap commodities by certain industrialized nations. 
2.1.5	Canons of Taxation 
Canon is a generally accepted rule, standard or principle by which something is judged. The canons of taxation are thereby the principles, qualities and conditions that lie behind a tax system. A good tax system should have certain attributes or characteristic. These are stated by Okwo (2011) as thus;
a) Equality: This principle holds that people should be taxed in proportion to their respective abilities i.e. in proportion to their income. This does not mean that each taxpayer must pay an equal amount but two people earning the same income should pay the same amount of tax. This principle is also known as ability to pay principle. The progressive tax system takes into account this principle i.e. the higher you earn the more tax you pay.
b) Convenience: This principle holds that the time and method of payment of taxes should be convenient to the taxpayer. A situation where a taxpayer travels some kilometers just to go and pay tax is not convenient. The pay-as-you-earn (PAYE) system where the employer from source deducts taxes is a very convenience principle does not mean that tax payers should decide when to pay taxes.  The indirect tax e.g. value-added-tax (VAT) is another convenient way of paying taxes. This is because the tax is paid as one makes any purchase o veritable goods.   
c) Certainty: This principle means that taxpayers should be fully informed about taxes and should be able to work out their tax dues certainly. The taxpayers should know in advance the exact amount to pay and when to pay. He or she should know the rate of tax and how to calculate his tax due. 
d) Simplicity: The administration of a tax system should not be difficult to understand. The language of expression must be unambiguous and the procedure for its computation must not be complicated so as to avoid tax avoidance and tax evasion. Tax avoidance refers to a taxpayer’s efforts to avoid paying tax by finding legal loopholes in the tax system while tax evasion is an illegal attempt not to pay tax.
e) Flexibility: Government should be able to revise the tax structure with respect to its coverage and rates whenever necessary. Government should be able to abolish or introduce tax whenever necessary. For instance sales tax and capital transfer tax were abolished and value-added-tax introduced. Government can also change tax rates when there is there is inflation and reduce tax when there is deflation. Also when government urgently requires additional money, it can increase tax rate. 
f) Economy: The cost of collecting taxes should not be more than the amount of taxes collected. The primary objective of collecting taxes is to raise revenue. A situation where the tax collected is not enough to offset the cost of collection such as salaries of tax workers, and administrative expenses is not desirable. A good tax is one, which is economical to collect.
g) Neutrality: A good  tax system should have a neutral effect on the demand and supply of goods and services. The distortion of economic activities should be minimal. It should not affect people’s willingness to work, save, invest, or produce. It should encourage productivity, create employment and facilitate growth in the economy.   
2.1.6	Impact of Value added Tax in Nigerian Economy
An appraisal of the operation of VAT in Nigeria is expected to unravel the extent to which it has assisted the state in its objective of wealth creation and development. From the classical perspective, the
Nigeria VAT system might be examined on three touchstones, namely; efficiency, administrative convenience and equity.
The efficiency criterion as Adedeji (2006) put it, embraces administrative and equity as well as fiscal autonomy especially in the federal fiscal system like Nigeria. He further states the following ways of determining or measuring VAT effectiveness in Nigeria, which include;
Budget Objective: The validity of an exclusive tax appraisal is dependent on two factors; the extent of information government have about the macroeconomic variables including the potential of VAT and how much control they have over such externalities as political system, the rate of inflation and the overall tax system. The assumption that the degree of under or over estimation of the tax potential are not too disproportionate to the tax base. The more realistic a tax estimate is vis a viz the taxable capacity, the easier it is to assess tax effort.
The most reasonable index of the capacity of VAT to accelerate economic growth and wealth creation is its effectiveness in mobilizing privately held resources, which automatically should boost public revenue, enhance consumption patterns, generate savings and as well create wealth for the economy (Jayeola, 2009). In the first year of administration of VAT, Nigeria government estimated that as much as N6 billion should be the target revenue.
This translated to the fact that the tax was projected to achieved in only six months about 150% of what the sales tax achieved in four and half years (Ijewere, 2010).
Comparative Appraisal: This simply means assessing the level of effectiveness of various forces within the system by juxtaposing them among each other. The incontestable financial productiveness of VAT
viz-a-viz other taxes in fiscal territory is however, the strongest comparative determinant in the Nigeria tax system (Isah, 2007).
Cost Effectiveness: The implementation of VAT in Nigeria was marked by apprehensions that going by the broadness of the base, the cost of monitoring would be too high. Not only that, there was presumption that administrative costs would consumed heavily, the estimated revenue leaving government with a low net yield. FIRS itself, is keen on keeping cost far below revenue from VAT to the fiscal market on the strength of only 36 local VAT official nationwide at the inception of the tax. It is internationally accepted that the capital for financing a tax project should neither be more than 10% of the yield nor less than 5% of the estimated revenue for an efficient tax administration (Aluko, 2009).
Concentration and Dispersion Effect: Anyafor, (2008) stated that the introduction of VAT in Nigeria did not only eliminate the sales tax levied at differential rate but also eliminated certain classes of tax which were no longer effective. He specified what he termed concentration and dispersion indices to effective tax system.
Management by Objective: Although government is to every conscious tax officer an economic institution. “To emphasis only profit misdirects managers to the point where they endanger the survival of the business”. Aluko (2009) concludes that VAT has far reaching effective on wealth creation and economic development of Nigeria as a whole. The success story of VAT so far is a triumph of economic expertise. It is the resolve of government determination to improve the fiscal policy of this county with VAT, it is clear that the revenue of this country does not come from one section to satisfy the other sections as the case with oil revenue. It is expected that in the near future, the tax regime will ever contribute more to the gross tax yield and increase the tax portfolio of Nigeria and enhanced meaningful industrial and infrastructural development as well as wealth creation in Nigeria.
2.2	Theoretical Framework
According to Bhartia, (2009), ataxation theory may be derived on the assumption thatthere need not be any relationship between tax paid andbenefits received from state activities. In this group, thereare two theories, namely,
· Socio-political theory
· The expediency theory
Also, a taxation theory may be based on a link between tax liability and state activities. This reasoning justifies the imposition of taxes for financing state activities and also providing a basis for apportioning the tax burden between members of the society. This reasoning yield the benefit received theory and cost of service theory. There is also the faculty theory of taxation.
Socio Political Theory: 
This theory of taxation states that social and political objectives should be the major factors in selecting taxes. The theory advocated that a tax system should not be designed to serve individuals, but should be used to cure the ills of society as a whole.
Expediency Theory: 
This theory asserts that every tax proposal must pass the test of practicality. It must be the only consideration weighing with the authorities in choosing a tax proposal. Economic and social objectives of the state as also the effects of a tax system should be treated irrelevant (Bhartia, 2009).
Benefit Received Theory: 
This theory proceeds on the assumption that there is basically an exchange relationship between tax-payers and the state. The state provides certain goods and services to the members of the society and they contribute to the cost of these supplies in proportion to the benefits received (Bhartia, 2009). Anyanafo, (2009) argues that taxes should be allocated on the basis of benefits received from government expenditure.
Cost of Service Theory: This theory is similar to the benefits received theory. It emphasizes the semi-commercial relationship between the state and the citizens to a greater extent. In this theory, the state is being asked to give up basic protective and welfare functions. It is to scrupulously recover the cost of the services and therefore this theory implies a balanced budget policy.
Faculty Theory: According to Asterious and Hall, (2010), this theory states that one should be taxed according to the ability to pay. It is simply an attempt to maximize an explicit value judgment about the distributive effects of taxes. Bhartia, (2010) argue that a citizen is to pay taxes just because he can, and his relative share in the total tax burden is to be determined by his relative paying capacity.
	This study is anchored on the Benefit Received Theory. This is based on the premise the theory was able to explain the fact that the major aim of paying taxes is to enable the government to provide diverse basic and social amenities for its citizenry. 
2.3	Empirical Review
Hino and Murphy (2001) argue that states differ significantly in their individual abilities to generate revenue. They further posit that states in the west and East (rivers state inclusive) have stronger ability to generate income more than states in the North reflecting disparities in agricultural endowment and level of industrialization. They also revealed that fiscal analysis in Nigeria is hampered
by the lack of reliable and comprehensive data on the financial operations of all tiers of government, particularly sub-national government.
Mbanefoh (2012) compared the proportion of the combined revenues of the federal and state governments collected by each and found that for the period 1970 to 1993 state governments independent revenue as a proportion of the federal and state government average about 6.6 percent. This explains why the state governments depend on federal government for over 70 percent of their recurrent revenue. On the average, state governments generated only 22.5 percent of their total current revenue from internal sources and only 18 percent of state government total expenditures are financed from their independent revenue sources in the period 1970 to 1993. Furthermore, there is an observed horizontal fiscal imbalance between, per capita distribution of income and wealth and volume of business transactions among the states.
These differences result in wide disparities in per capita revenue collection potentials of the states. These disparities reflect the possible differences in the fiscal capacity, fiscal need and fiscal comfort or stress of each state.
Omoh (2007) analyzed the revenue generating capacity of the nine oil producing states. He disposed that the nine states generated internally of total of N97.293bn between 1993 and 2003. He employed simple comparative and descriptive analysis for the study. He posits that the internally generated revenue when compared to the N886.57bn they collected from the federation account between June 1999 and July 2004 is just 10.97 percent of federation allocation to the nine states. He further disclosed that Rivers State generated the highest revenue of N33.217bn during the period which is about 22.78 percent of the net allocation to states from the federation account in the last five years.
In their study of the relationship between company income tax and Nigerian economic development, Festu and Samuel (2007) reported that in Nigeria, the role of tax revenue in promoting economic activities and growth is not felt primarily because of its poor administration, perception and often an undesirable imposition which bears no relation to the responsibilities of citizenship or t the service provided by the government. Their study further revealed that an efficient and effective tax administration results in increased revenue yield, but this is not possible because of the presence of evasion and avoidance due to loop holes in the tax laws. On the other hand, Adedeji and Oboh (2010) stated that people expect that by sacrificing their private resources to the state in the form of taxes, government is expected to reciprocate by spending public revenue in a way that will enhance their welfare. However, government and tax collectors have been dubiously mismanaging the public treasury. There is high level of manipulation and diversion of tax revenue by the collectors. The dwindling tax revenue as presently witnessed results from lack of encouragement to the taxpayer, due to the fact that there is very little evidence to show for taxes collected. For these reasons, there are increased cases of tax evasion. Therefore, this gap in existing literature on tax revenue and economic growth needs to be filled.
	Tosun and Abizadeh (2005) in their study of economic growth of tax changes in OECD countries from 1980 to 1999 reveal that economic growth measured by GDP per capita has a significant effect on the tax mix of the OECD countries. The analysis reveals that different taxes respond to the growth of the GDP per capita. It is shown that while the shares of personal and property taxes have responded positively to economic growth, shares of the payroll and goods and services taxes have shown a relative decline.
Okafor (2012) investigated the impact of income tax revenue on the economic growth of Nigeria as proxied by the gross domestic product (GDP). The study adopted the ordinary least square (OLS) regression analysis technique to explore the relationship between the GDP (the dependent variable) and a set of federal government income tax revenue heads over the period 1981-2007. The regression result indicated a very positive and significant relationship between the components of tax revenue and the growth of the Nigeria economy. 
Adereti, Sanni and Adesina (2011) studied value added tax and economic growth in Nigeria. Time series data on the Gross Domestic Product (GDP), VAT Revenue, Total Tax Revenue and Total (Federal Government) Revenue from 1994 to 2008 sourced from Central Bank of Nigeria (CBN) were analyzed, using both simple regression analysis and descriptive statistical method. Findings showed that the ratio of VAT Revenue 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. A positive and significant correlation exists between VAT Revenue and GDP. Both economic variables fluctuated greatly over the period though VAT Revenue was more stable. No causality exists between the GDP and VAT Revenue, but a lag period of two years exists. 
Akwe (2014) analysed the impact of Non-oil Tax Revenue on Economic Growth from 1993 to 2012 in Nigeria. To achieve this research objective, relevant secondary data were used from the 2012 Statistical Bulletin of the Central Bank of Nigeria (CBN). These data were analyzed using the Ordinary Least Squares Regression. The result from the test shows that there exists a positive impact of Non-oil Tax Revenue on economic Growth in Nigeria. 





CHAPTER THREE
RESEARCH DESIGN AND METHODOLOGY
3.1	Research Design
	This study is a descriptive type. According to Orji (2006:19) descriptive research is concerned with the collection, presentation, analysis and interpretation of data for the purpose of describing vividly existing conditions, prevailing practical beliefs, attitudes and on-going processes.
3.2	Source of Data
	This data used for this study were obtained from two main sources as follows
3.2.1 Primary Sources: This is an original way of gathering information. It is made up questionnaire and oral interviews.
3.2.2 Secondary Source: Secondary source of information are those which contain accounts of events or phenomena by other people who did not participate or witness the events. They are Textbooks, Journals and Periodical, Newspapers, Magazines etc.
3.3 Population of Study
	The population of study covers staff and management of Federal Inland Revenue Service, Enugu. The total population of the management and staff is 45.
3.4	Determination of Sample Size
	In order to get a representation of the entire population, the Taro Yamani statistical formula was employed. According to Taro Yamene (1964) the formula is stated as follows

n	=	 N   
	    1+N(e)2
Where 	n 	= represents the sample size
		N	= represents the population
		e	= represents the margin of error
		I	= constant
	For the purpose of this study, N will be equal to 45, e will be assumed to be 5%
Therefore the sample size for this research work will be 

n	=	 45   
	    1+45 (0.05)2
	=	45   
	    1+ 45 (0.0025)
	= 	45   
	    1 + 0.1125	
= 	45 
	   1.1125
n	= 40
	The sample size for this study is 40. 
3.5	Instruments for Data Collections
The research instrument that was used by the researcher in collecting useful information on this topic is questionnaire.
A questionnaire by definition is a list of questions or statement to which individuals are asked to respond in writing. It is used when factual information is desired.
In this study, the questionnaire used by the researcher was highly structured and it contains close ended questions to elicit relevant reactions from their respondents.
It was also carefully designed to accommodate two sections. The first section is personnel data which will generate proper data regarding to the respondents characteristics like; sex, age, educational level while the other deals on relevant aspects of the topic under study.
3.6	Sampling Techniques 
	In order to get a good representation of the population, the researcher used the stratified random sampling techniques. To make a sample a true representation of the parent population, she first divided the entire population into homogenous groups called strata. By applying the systematic sampling, she selected items from each stratum into the sampling. Using this method, she selected items out of a population of staff.
3.7	Validation of the Instrument
To ensure validity of the research questionnaires the set of drafted questions was sent to the research supervisor, an expert in research supervision, who ensured that the questions were clearly appropriate and covered the research objective of the study.
After this a pilot study of two of the respondents was carried out. The combined effort led to modification of some questions, additions, and selection of some other leading to a set of questions that are clear, unambiguous with enough coverage of the research objectives.
3.8	Reliability of the Instrument
[bookmark: Reliability_]Reliability is the degree to which an assessment tool produces stable and consistent results.
This research project will adopt the test-retest reliability which is a measure of reliability obtained by administering the same test twice over a period of time to a group of individuals.  The scores from Time 1 and Time 2 can then be correlated in order to evaluate the test for stability over time
3.9 Method of Data Analysis
In treating and analyzing of data collected extensive use of tabular and percentage will be paramount. The data collected will be presented in table and analyzed with percentage. The hypotheses will be analyzed by the use of Chi – Square formular.
The formular is shown below:
X 2 = Σ (o – e) 2
		e
Where:	X 2 = Chi – Square 
		O = Observed frequency
		E = Expected frequency









CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1 Data Presentation
The presentation of data collected means the way of arranging the different forms of data obtained through various data collecting techniques to enable the researcher perform analysis and exact new meaning from it. The data collected will be presented in simple table. The data analyses were based on the answer to the key questions received from the various departments. The key questions in the questionnaires will be analyzed by the use of simple percentage. 
Presentation of Demographic Characteristics
Table 4.1: Distribution Of Respondents According To Gender
	Gender
	Number of respondents
	Percentage

	Male 
	28
	70

	Female
	12
	30

	Total
	40
	100


Source: Field Survey, 2018
The above table shows that 70% of the respondents are male while 30% of them are females.
Table 4.2: Distribution Of Respondents According To Academic Qualification
	Academic qualification
	Number of respondents
	Percentage

	GCE/WAEC
	-
	-

	OND/NCE
	7
	18

	HND/BSC/BA
	25
	63

	MSC/MBA
	5
	13

	PHD and others
	3
	6

	Total
	40
	100


Source: Field Survey, 2018
The above table shows that none of the respondents have only GCE/WAEC, 18% of them have up to OND/NCE, 63% of them have up to HND/BSC/BA, 13% of them have up to MSC/MBA while 6% of them have up to PHD and other qualifications.

Table 4.3: Distribution of Respondents According To Working Experience
	Working experience
	Number of respondents
	Percentage

	1 – 5
	20
	50

	6 – 10 
	13
	33

	11 and above
	7
	17

	Total
	40
	100


Source: Field Survey, 2018
The above table shows that 50% of the respondents have worked in the organization between 1 – 5 years, 33% of them have in the organization between 6 – 10 years while 17% of them have worked there from 11 years and above.
Table 4.4: Distribution of Respondents According to Age
	AGE
	NUMBER OF RESPONDENTS
	PERCENTAGE

	20 – 30
	9
	23

	31 – 40
	15
	38

	41 – 50
	10
	25

	51 and above 
	6
	14

	Total
	40
	100


SOURCE: FIELD SURVEY, 2018
The above table shows that 23% of the respondents are between the ages of 20 – 30 years, 38% of them are between the ages of 31 – 40 years, 25% of them are between the ages of 41 – 50 while 14% of them are from 51 years and above.
Table 4.5: Distribution of Respondents According to Marital Status
	Marital status
	Number of respondents
	Percentage

	Single
	9
	23

	Married 
	31
	77

	Total
	40
	100


SOURCE: FIELD SURVEY, 2018
The above table shows that 77% of the respondents are married while 23% of them are single.
Analysis of Key Research Questions
The analysis of data is based on the returned questions.
Table 4.6: To what extent has Value Added Tax (VAT) contributed to Gross Domestic Product of Nigeria?
	Options
	Number of respondents
	Percentage

	To a very great extent
	17
	43

	To a great extent
	11
	28

	To an extent
	7
	18

	Not at all 
	5
	11

	Total
	40
	100


Source: Field Survey, 2018
The above table shows that 43% of the respondents are of the opinion that Value Added Tax (VAT) has contributed to Gross Domestic Product of Nigeria to a very great extent, 28% said to a great extent, 8% said to an extent while 11% said not at all.
Table 4.7: Does money supply have significant effect on VAT payment in Nigeria?
	Options
	Number of respondents
	Percentage

	Strongly agree
	21
	53

	Agree 
	11
	28

	Disagree 
	5
	13

	Strongly disagree
	3
	6

	Total
	40
	100


Source: Field Survey, 2018.
The above table shows that 53% of the respondents strongly agree that money supply has significant effect on VAT payment in Nigeria, 28% agree, 13% disagree while 6% said strongly disagree.

Table 4.8: Does a significant relationship exist between the cost of collecting VAT and the benefits derived from it?
	Options
	Number of respondents
	Percentage

	Strongly agree 
	25
	63

	Agree 
	7
	18

	Disagree  
	6
	15

	Strongly disagree 
	2
	4

	Total
	40
	100


Source: Field Survey, 2018.
The above table shows that 63% of the respondents strongly agree that a significant relationship exists between the cost of collecting VAT and the benefits derived from it, 18% agree, 15% disagree while 4% of them strongly disagree.
Table 4.9: To what extent have corrupt tax officials affected the rate of VAT collection in Nigeria?
	Options
	Number of respondents
	Percentage

	To a very great extent
	16
	40

	To a great extent
	14
	35

	To an extent
	7
	18

	Not at all 
	3
	7

	Total
	40
	100


Source: Field Survey, 2018
The above table shows that 40% of the respondents are of the opinion that corrupt tax officials have affected the rate of VAT collection in Nigeria to a very great extent, 35% said to a great extent, 18% said to an extent while 7% said not at all.
4.2 Testing of Hypotheses
The hypotheses will be tested using the chi-square formula stated below: 
X2	=	 (0 - E) 2 
		      E
Where: 
X2	=	calculated chi-square
0	=	observed frequency 
E	=	expected frequency 
	=	summation 
The expected frequency (E) is calculated by adding all the observed frequency (0) and dividing by the number of observations.	
Decision Rule: If the calculated chi-square value (X2) is greater than or equal to the table value at 0.05 level of significance, the alternate hypothesis (H1) is accepted, but if the calculated chi-square value is less than the table value, the null hypothesis (H0) is accepted. 
Test of Hypothesis One: 
HO:	Value Added Tax (VAT) has not contributed to economic growth of Gross Domestic Product of Nigeria.
HI:	Value Added Tax (VAT) has contributed to Gross Domestic Product of Nigeria to a great extent.
Data from table 4.1.6 was used to test the hypothesis 
	Variables
	O
	E
	0 – E
	(O – E)2
	(0 – E)2
    E

	Strongly agree 
	17
	10
	7
	49
	4.9

	Agree 
	11
	10
	1
	1
	0.1

	Disagree 
	7
	10
	- 3
	9
	0.9

	Strongly disagree 
	5
	10
	- 5
	25
	2.5

	Total
	40
	40
	
	
	8.4



The calculated chi-square value = 8.4
 Df = (C – 1) (R – 1) = (2 – 1) (4 – 1) = 3
Table value at 0.05 of significance and 3 degree of freedom (Df) =  7.3777
Decision: Since the calculated chi-square (X2) value (8.4) is greater than table value (7.3777), we reject the null hypothesis (Ho) and accept the altérnate hypothesis (HI). Therefore, Value Added Tax (VAT) has contributed to Gross Domestic Product of Nigeria to a great extent.  
Test of Hypothesis Two: 
HO:	Money supply does not have significant effect on VAT payment in Nigeria.
HI:	Money supply has significant effect on VAT payment in Nigeria.
Data from table 4.1.7 was used to test the hypothesis 
	Variables
	O
	E
	0 – E
	(O – E)2
	(0 – E)2
     E

	Strongly agree 
	21
	10
	11
	121
	12.1

	Agree 
	11
	10
	1
	1
	0.1

	Disagree 
	5
	10
	- 5
	25
	2.5

	Strongly disagree 
	3
	10
	- 7
	49
	4.9

	Total
	40
	40
	
	
	19.6



The calculated chi-square value = 19.6
 Df = (C – 1) (R – 1) = (2 – 1) (4 – 1) = 3
Table value at 0.05 of significance and 3 degree of freedom (Df) =  7.3777
Decision: Since the calculated chi-square (X2) value (19.6) is greater than table value (7.3777), we reject the null hypothesis (Ho). Therefore, money supply has significant effect on VAT payment in Nigeria.
Test of Hypothesis Three: 
HO:	A significant relationship does not exist between the cost of collecting VAT and the benefits derived from it.
HI:	A significant relationship exists between the cost of collecting VAT and the benefits derived from it.
Data from table 4.1.8 was used to test the hypothesis 
	Variables
	O
	E
	0 – E
	(O – E)2
	(0 – E)2
     E

	To a very great extent
	25
	10
	15
	225
	22.5

	To a great extent
	7
	10
	- 3
	9
	0.9

	To an extent
	6
	10
	- 4
	16
	1.6

	Not at all 
	2
	10
	- 8
	64
	6.4

	Total
	40
	40
	
	
	31.4


The calculated chi-square value = 31.4
 Df = (C – 1) (R – 1) = (2 – 1) (4 – 1) = 3
Table value at 0.05 of significance and 3 degree of freedom (Df) =  7.3777
Decision: Since the calculated chi-square (X2) value (31.4) is greater than table value (7.3777), we reject the null hypothesis (Ho). Therefore, a significant relationship exists between the cost of collecting VAT and the benefits derived from it.  


CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1	Summary of Findings
	The summary of findings made for this study includes the following:
1. Value Added Tax (VAT) has contributed to Gross Domestic Product of Nigeria to a great extent. 
2. Money supply has significant effect on VAT payment in Nigeria. 
3. A significant relationship exists between the cost of collecting VAT and the benefits derived from it. 
4. Corrupt tax officials have affected the rate of VAT collection in Nigeria to a great extent. 
5.2	Conclusion
From the findings of this study, it has been discovered that Valued Added Tax (VAT) is the bedrock of wealth creation in Nigeria as well as economic development as it contribute significantly to the nation’s Gross Domestic Product (GDP). Therefore, government must give adequate attention to taxation in general and VAT in particular under a stable and conducive sociopolitical and economic atmosphere. The effect of VAT on the Overall Tax Revenue in Nigeria is very significant, as the former contributes a very high portion in the latter.
If the administration of VAT is strengthened and the compliance rate is high, government will generate more revenue through VAT and the dividend of democracy can be effectively delivered in the light of good governance. Finally, effective VAT would off-set other challenges of the nation such as inadequate and dilapidated infrastructure, complicated and antiquated tax laws, bureaucratic complexities and week administration of the other forms of tax.
5.3	Recommendations
The following recommendations are made to achieve the objective of wealth creation through VAT;
1. There should be constant review of existing tax laws every four months as that of the United State of America and other advanced economics, so as to keep the act in pace with the economic reality. 
2. There should be stringent penalty imposed on any individual or corporate body who indulge in any form of VAT malpractices irrespective of states, if the high correlation between VAT and Overall Tax Revenue in Nigeria should be maintained.
3. There should be constant training and re-training of VAT administrators through seminars, conference to keep them abreast with the modern trend in tax administration.
4. Government through Federal Inland Revenue Service should create an effective and reliable data base for every vatable persons to minimize (if not eliminate) the incidence of tax evasion. In the same vein, the entire tax system should be overhauled to discourage tax avoidance as VAT payers are ever willing to take advantage of loopholes in the tax system to reduce their tax liabilities.
5. Effective VAT offices should be established in every community in Nigeria so that the numerous petty traders, motor cycle operators, even the hairdressers can be made to pay VAT but with human face so as not to discourage the rural poor out of self employment.
6. The tax payers will be willing to pay tax when the evidence of the tax paid is visible in the form of infrastructural provision. Tax frauds have been reduced to a minimum level in the people republic of China because of the capital punishment on such offences, therefore any person found guilty of tax fraud should be penalized to ensure greater faithfulness in remitting VAT proceeds for the general good of the populace.
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QUESTIONNAIRE
Please tick good () against the answer of your choice.
Personal Data
1. What is your gender?
a) Male 	(	) 
b) Female 	(	)
2. What is your academic Qualification?
a) GCE/WAEC
b) OND/NCE
c) HND/BSC/BA
d) MSC/MBA
e) PHD and others
3. What is your Working Experience?
a) 1 – 5		( )
b) 6 – 10		( )
c) 11 and above	( )
4. What is your age?
a) 20 – 30		( )
b) 31 – 40		( )
c) 41 – 50		( )
d) 51 and above	( )
5. Marital status 
a) Married		( )
b) Single		( )
6. To what extent has Value Added Tax (VAT) contributed to Gross Domestic Product of Nigeria?
a. To a very great extent		( )
b. To a great extent		( )
c. To an extent			( )
d. Not at all				( )
7. Does money supply have significant effect on VAT payment in Nigeria?
a. Strongly agree			( )
b. Agree				( )
c. Disagree				( )
d. Strongly disagree		( )
8. Does a significant relationship exist between the cost of collecting VAT and the benefits derived from it?
a. Strongly agree			( )
b. Agree				( )
c. Disagree				( )
d. Strongly disagree		( )
9. To what extent have corrupt tax officials affected the rate of VAT collection in Nigeria?
a. To a very great extent		( )
b. To a great extent		( )
c. To an extent			( )
d. Not at all				( )




