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Abstract: This study examined the effect of new tax reforms on economic growth in Nigeria,
with emphasis on the role of policy generation between 2014 and 2024. The research was
motivated by the increasing fiscal reforms introduced through the Finance Acts (2019-2023)
and the 2024 Presidential Committee on Fiscal Policy and Tax Reforms. An ex-post facto
research design was adopted using secondary data obtained from the Federal Inland Revenue
Service (FIRS), Central Bank of Nigeria (CBN), and National Bureau of Statistics (NBS).
Variables analysed included total tax revenue (TTR), company income tax (CIT), value-
added tax (VAT), petroleum profit tax (PPT), and a constructed policy-generation quality
index (POLQ). Data were analysed using descriptive statistics, correlation, and multiple
regression analysis. Findings revealed that TTR, CIT, and VAT exerted positive and
significant effects on economic growth, while PPT showed a negative but insignificant effect.
The policy-generation quality index significantly moderated the relationship between tax
reforms and economic growth, indicating that well-designed, credible, and coherent policies
amplified the effectiveness of fiscal reforms. The study concluded that Nigeria’s tax reforms
promoted economic growth primarily through improved non-oil revenue mobilisation and
administrative efficiency. It recommended that future reforms should focus on strengthening
policy coherence, deepening digital tax administration, and linking tax revenues to productive
expenditure to achieve inclusive and sustainable growth.

Keywords: Tax Reforms, Policy Generation, Economic Growth, Fiscal Policy, Nigeria

1. Introduction

Taxation is a fundamental instrument of fiscal policy, serving as a primary mechanism through
which governments mobilize resources to finance development, redistribute income, and
stabilize macroeconomic conditions (Musgrave & Musgrave, 2021). In Nigeria, the role of

taxation has become even more critical in the face of dwindling oil revenues, persistent fiscal
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deficits, and the pressing need for sustainable growth. Historically, Nigeria’s fiscal framework
has been heavily dependent on crude oil receipts, leaving the non-oil tax base largely
underdeveloped (World Bank, 2023). This structural imbalance made the economy highly
vulnerable to external shocks, such as global oil-price volatility and COVID-19-induced
disruptions. In response, the Federal Government embarked on a comprehensive tax-reform
agenda aimed at improving efficiency, equity, and revenue productivity. Beginning with the
Finance Act 2019 Nigeria’s first major fiscal overhaul in two decades, the reforms have
progressively sought to expand the tax net, rationalize incentives, improve digital compliance,
and harmonize overlapping taxes (PwC Nigeria, 2024). Subsequent amendments under the
Finance Acts of 2020, 2021, 2022, and 2023, and most recently the 2024 Presidential
Committee on Fiscal Policy and Tax Reforms, demonstrate a sustained commitment to

modernizing the tax system and aligning it with international best practices (FIRS, 2024).

The new tax-policy generation emphasizes simplification, digitization, and accountability in
fiscal governance. For instance, the introduction of the TaxPro Max e-filing platform
revolutionized tax administration by automating assessments, enabling online payments, and
reducing leakages. The government has also harmonized various levies through the Fiscal
Policy and Tax Reforms Committee (2024) to eliminate multiple taxation across tiers of
government. These measures are expected to enhance the ease of doing business, attract
investment, and stimulate economic activities that drive GDP growth (Ariyo, 2022; IMF,
2023). Globally, empirical research supports the view that well-designed tax reforms can
significantly influence macroeconomic outcomes. According to Engen and Skinner (2020),
effective tax systems encourage productive investment, entrepreneurship, and efficient
resource allocation. Conversely, excessive or poorly structured taxation can distort incentives,
discourage investment, and suppress aggregate demand (Barro & Sala-i-Martin, 2021). In the
Nigerian context, empirical evidence remains mixed. While Olayiwola and Okoli (2022)
observed a positive long-run relationship between tax revenue and GDP growth, other studies
such as Ebi and Eze (2022) found that administrative inefficiencies and compliance burdens
often dilute the benefits of reforms. Hence, the current study becomes imperative in evaluating
whether Nigeria’s recent tax-reform trajectory has delivered measurable growth dividends. By
emphasizing policy generation, the study goes beyond simple revenue effects to interrogate
how the design, sequencing, and institutional quality of tax-policy formulation contribute to

sustainable economic expansion. Such an empirical inquiry provides critical insights into the

52


http://www.unicalaccjournals.org.ng/

Issues in Contemporary Accounting and Business (ICAB)
Available at http://www.unicalaccjournals.org.ng
ISSN: 3092 — 8710; Volume 1, Issue 1, April, 2025.

nexus between fiscal modernization and inclusive growth in Nigeria’s evolving

macroeconomic landscape.

Despite Nigeria’s recurrent tax reforms, the country continues to grapple with revenue
mobilization inefficiency and weak fiscal outcomes. Over the past decade, Nigeria’s tax-to-
GDP ratio has hovered around 10-11 %, far below the Sub-Saharan African average of 16-18
% and the global benchmark of 30 % (OECD, 2023). This persistent shortfall underscores
fundamental issues of compliance, administrative capacity, and policy coherence. Even with
the Finance Acts’ ambitious scope, tax evasion, base-erosion practices, and poor coordination

among revenue authorities remain pervasive (PwC Nigeria, 2024; IMF, 2023).

Furthermore, the policy-generation process has often been characterized by inadequate
stakeholder consultation, weak evidence-based design, and unstable implementation
frameworks. For example, the frequent amendments to the Finance Acts between 2019 and
2023 reflect a tendency toward reactive rather than strategic fiscal planning. These
inconsistencies breed uncertainty in the business environment, discouraging private

investment, the key driver of economic growth (NBS, 2024).

Empirically, prior studies reveal inconclusive results on the tax—growth relationship. Some
authors (Okoye, Odu, & Onyeka, 2021; Olayiwola & Okoli, 2022) reported that increases in
total tax revenue positively influence GDP growth. Others (Ebi & Eze, 2022; Udeh & Ifere,
2023) contended that excessive tax burdens and administrative bottlenecks suppress output
expansion. Moreover, most existing studies neglect the qualitative dimension of policy
generation that is, how transparency, institutional efficiency, and political will influence reform
effectiveness.

This gap in empirical understanding raises a critical question: Have Nigeria’s new tax reforms
truly enhanced economic growth, or are structural inefficiencies neutralizing their potential
benefits? Without a systematic analysis of both the quantitative effects of tax instruments and
the qualitative nature of policy generation, policy prescriptions may remain misguided. The
present study, therefore, seeks to empirically investigate the effect of new tax reforms on
economic growth in Nigeria, emphasizing the moderating role of policy-generation quality

between 2014 and 2024. While it specifically seeks to achieve the following objectives:
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i.  To determine the overall effect of tax reforms on economic growth in Nigeria between

2014 and 2024.

ii.  To assess the specific impact of company income tax (CIT) reforms on Nigeria’s
economic growth.

iii.  To examine the effect of value-added tax (VAT) reforms on economic growth in
Nigeria.

iv.  To evaluate the influence of petroleum profit tax (PPT) reforms on Nigeria’s
economic growth.

v.  To investigate how policy-generation quality moderates the relationship between tax
reforms and economic growth in Nigeria.

2. Literature Review
Conceptual Review
Tax Reform

Tax reform refers to the deliberate alteration of the tax structure, administration, and policy
framework to improve efficiency, equity, and revenue productivity (Musgrave & Musgrave,
2021). It encompasses both rate adjustments and structural innovations such as the broadening
of the tax base, the elimination of redundant levies, and the digitalization of tax administration.
In Nigeria, tax reform is not new. Efforts date back to the Udoji Commission (1972), but recent
reforms under the Finance Acts 2019-2023 and the 2024 Presidential Fiscal Reform Agenda
signify a paradigm shift toward harmonization, compliance-driven modernization, and
accountability (PwC Nigeria, 2024; FIRS, 2024). Modern reforms focus on broadening the
base (reducing dependency on oil-based taxes), reducing distortions, and enhancing voluntary
compliance through simplification and digitalization. According to Okafor and Adeniran
(2023), Nigeria’s tax system historically suffered from multiplicity, opacity, and poor
enforcement. The Finance Acts corrected many of these inefficiencies by redefining tax

thresholds, introducing digital service taxes, and improving inter-agency data sharing.
Economic Growth

Economic growth is defined as a sustained increase in a nation’s productive capacity measured
by real gross domestic product (GDP) (Barro & Sala-i-Martin, 2021). The link between
taxation and growth lies in fiscal policy’s ability to influence consumption, savings, and
investment. An efficient tax system promotes investment and enhances public infrastructure,

while excessive taxation can crowd out private sector participation (Engen & Skinner, 2020).
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In developing economies, the composition of tax revenue, whether from direct or indirect taxes
affects growth outcomes. Studies such as Olayiwola and Okoli (2022) find that value-added
tax (VAT) and company-income tax (CIT) contribute more significantly to GDP growth in
Nigeria than petroleum profit tax (PPT), largely because of improved compliance and

administrative reforms.

Policy Generation

Policy generation represents the institutional and procedural process through which tax laws
are designed, debated, and implemented. It reflects governance quality, stakeholder
engagement, and policy coherence (IMF, 2023). High-quality policy generation ensures that
reforms are evidence-based, stable, and aligned with macroeconomic objectives. Weak policy
generation, by contrast, results in inconsistent amendments, low compliance trust, and distorted
fiscal outcomes (World Bank, 2023). Nigeria’s 2024 Tax and Fiscal Reform Committee
exemplifies a modernized approach emphasizing coordination, simplification, and
harmonization of tax codes across federal, state, and local levels. In essence, the conceptual
relationship between tax reforms, policy generation, and economic growth can be viewed as a
dynamic equilibrium: effective policy generation produces coherent reforms, which in turn

drive economic expansion through improved fiscal performance and capital formation.

Research Gap

Despite the extensive body of literature examining the relationship between tax reforms and
economic growth in Nigeria, several critical gaps remain unresolved. First, most existing
studies focus primarily on the quantitative effects of individual tax components such as
company income tax, value-added tax, or petroleum profit tax on economic growth, while
largely ignoring the institutional and procedural quality of tax policy formulation that shapes
reform outcomes (Olayiwola & Okoli, 2022; Udeh & Ifere, 2023). As a result, tax reforms are
often treated as isolated fiscal instruments rather than as products of a broader policy-

generation process.

Second, prior Nigerian studies tend to adopt static or aggregate measures of tax revenue,
without accounting for how policy design, coherence, stakeholder engagement, and

implementation credibility condition the effectiveness of tax reforms. This omission is
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particularly significant given Nigeria’s history of frequent fiscal-policy reversals, weak

intergovernmental coordination, and compliance challenges (IMF, 2023; World Bank, 2023).

Third, while recent global studies emphasise the role of institutional quality and governance in
mediating fiscal outcomes, empirical evidence integrating these dimensions into the Nigerian
tax—growth nexus remains sparse. Most studies either predate the Finance Acts (2019-2023)
or fail to incorporate the emerging policy-generation architecture introduced by the 2024

Presidential Committee on Fiscal Policy and Tax Reforms.

Consequently, there is limited empirical understanding of whether Nigeria’s new generation of
tax reforms promotes economic growth primarily through revenue mobilisation or through
improvements in policy-generation quality. This study addresses these gaps by jointly
examining the effects of disaggregated tax reforms (CIT, VAT, PPT, and total tax revenue) on
economic growth while explicitly modelling the moderating role of policy-generation quality
over the period 2014-2024.

Theoretical Review

Several theories explain the relationship between tax reforms and economic growth:

1. Supply-Side Theory: Rooted in neoclassical economics, the supply-side theory posits that
lowering tax rates on production, investment, and income encourages productivity and capital
accumulation (Laffer, 2020). When tax reforms reduce distortions and increase after-tax
returns, firms expand output, leading to higher GDP. This theory underpins many of Nigeria’s
recent reforms that emphasize rationalizing incentives and promoting ease of doing business
(PwC Nigeria, 2024).

2. Keynesian Growth Model: The Keynesian framework emphasizes the demand-side impact
of taxation. Progressive taxation can redistribute income and stimulate aggregate demand
through public spending. According to Okoye et al. (2021), the Nigerian government’s use of
tax receipts to fund infrastructure and social services yields positive multiplier effects that

foster growth, though excessive taxation can suppress consumption.

3. Endogenous Growth Theory: Proposed by Romer (1990), the endogenous growth model
argues that long-term growth results from internal factors such as innovation, human capital,

and fiscal policy. Tax reforms influence these factors by shaping incentives for research,
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entrepreneurship, and savings (Romer, 1990; Afonso & Jalles, 2023). Nigeria’s current focus
on technology-enabled tax administration aligns with this framework by promoting

institutional efficiency and transparency.

4. Fiscal Policy Theory: This theory asserts that government revenue and expenditure policies
jointly determine economic stability. According to Musgrave and Musgrave (2021), efficient
taxation funds productive public spending, while poor fiscal design leads to stagnation. In
Nigeria, reforms such as harmonized VAT rates and reduced corporate tax burdens are

expected to stimulate investment-led growth.

5. Institutional Quality and Governance Theory: The Institutional Quality and Governance
Theory posits that the effectiveness of fiscal policy depends not only on tax rates or revenue
levels but also on the credibility, transparency, and institutional capacity underlying policy
design and implementation (Acemoglu & Robinson, 2019; IMF, 2023). According to this
framework, countries with strong institutions, predictable legal systems, and coherent
policymaking processes are better positioned to translate tax reforms into sustainable economic
growth. Weak institutions, by contrast, undermine compliance, distort incentives, and

neutralise the growth-enhancing potential of fiscal reforms.

In the Nigerian context, this theory is particularly relevant given the historical challenges of
fragmented tax administration, policy inconsistency, and limited stakeholder trust. The
establishment of the Presidential Committee on Fiscal Policy and Tax Reforms in 2024 reflects
an institutional response aimed at strengthening governance, harmonising tax laws, and
improving coordination across tiers of government. This study aligns with the Institutional
Quality Theory by arguing that policy-generation quality is a critical channel through which

tax reforms influence economic growth.

While several theories explain the taxation growth relationship, this study is primarily anchored
on the endogenous growth theory and the institutional quality and governance theory. These
frameworks jointly emphasise that long-run economic growth is driven not only by fiscal
instruments but also by institutional effectiveness, policy credibility, and governance quality.
In line with these theories, the study posits that Nigeria’s tax reforms and the quality of policy
generation interact to shape incentives for investment, productivity, and innovation, thereby

determining the country’s long-term economic performance.
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Empirical Review

Empirical studies across developing economies demonstrate mixed evidence on the tax—growth
nexus. Okoye et al. (2021) investigated tax revenue and economic development in emerging
African economies using panel regression and found that efficient tax administration
significantly improved growth performance. Similarly, Olayiwola and Okoli (2022) reported
that VAT and CIT had significant long-run effects on Nigeria’s GDP, suggesting that indirect
taxes have stronger fiscal multipliers. Conversely, Ebi and Eze (2022) argued that
administrative bottlenecks and non-compliance dilute the effectiveness of reforms. They
observed that the short-term impact of tax reforms on growth tends to be neutral or negative
due to adjustment costs before benefits materialize. These findings align with the IMF (2023)
and OECD (2023) reports, which note that Nigeria’s frequent fiscal-policy reversals undermine

investor confidence.

Recent global studies corroborate these concerns. For instance, Afonso and Jalles (2023)
analyzed OECD and emerging-market data, concluding that while well-structured tax systems
enhance growth, complex tax codes reduce efficiency. Similarly, Adetayo and Musa (2024)
assessed the impact of Nigeria’s Finance Acts on fiscal sustainability, finding that
administrative efficiency and policy stability were more important determinants of growth than
tax rate changes alone. In another study, World Bank (2023) identified policy-generation
quality as a crucial determinant of reform success. Countries with inclusive policymaking and
data-driven fiscal strategies achieved higher tax compliance and growth outcomes. This
reinforces the importance of the Nigerian 2024 Tax and Fiscal Policy Reform Committee’s
approach to unifying fragmented tax laws and ensuring evidence-based design. The evidence
also reveals sectoral disparities: while manufacturing and ICT sectors benefit from lower
compliance costs, SMEs in the informal sector often face high tax burdens due to weak policy
harmonization (NBS, 2024). Okafor and Adeniran (2023) found that policy predictability, not

merely rates drives voluntary compliance, which in turn supports growth.

However, gaps persist in the literature. Most prior studies (e.g., Udeh & Ifere, 2023; Olayiwola
& Okoli, 2022) focused on direct tax components without integrating the moderating role of
policy-generation quality. Others treated reforms as isolated fiscal acts rather than institutional
processes. Consequently, there remains limited empirical evidence on how Nigeria’s new tax-

policy generation architecture moderates the impact of tax reforms on GDP growth.
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The present study addresses these gaps by incorporating both quantitative and qualitative
dimensions measuring the effect of tax reforms (CIT, VAT, PPT, and total tax revenue) on
GDP growth and assessing how the policy-generation process influences this relationship. This
multidimensional approach provides a more holistic understanding of how modern fiscal
frameworks can promote sustainable economic development in Nigeria. From the review and

the observed gaps, the study hypothesized as follows in the null form:

Ho1: Tax reforms have no significant effect on economic growth in Nigeria

Ho2: Company income reforms have no significant effect on economic growth in Nigeria

Hos: Value-added tax reforms have no significant effect on economic growth in Nigeria

Hos: Petroleum profit tax reforms have no significant effect on economic growth in Nigeria

Hos: Policy generation quality does not significantly moderate the relationship between tax

reforms and economic growth in Nigeria

3. Methodology

This study adopted an ex-post facto research design, which is considered appropriate for
investigating historical data and examining cause-and-effect relationships that cannot be
manipulated by the researcher. The design was particularly suitable because the study relied on
secondary macroeconomic data to evaluate the relationship between tax reforms and
Nigeria’s economic growth. Such an approach aligns with previous empirical studies on fiscal
policy and taxation (Afonso & Jalles, 2023; Mijinyawa et al., 2025). The study covered the
period 2014 to 2024, encompassing both pre- and post-reform phases of Nigeria’s tax
administration. This timeframe was deliberately chosen to capture the effects of the successive
Finance Acts (2019-2023) and the institutional restructuring initiated by the 2024 Presidential

Committee on Fiscal Policy and Tax Reforms.

Data were obtained from reputable sources including the Federal Inland Revenue Service
(FIRS), Central Bank of Nigeria (CBN) Statistical Bulletin, and the National Bureau of
Statistics (NBS) annual macroeconomic datasets. These sources were selected for their
accuracy, consistency, and reliability in reporting national fiscal and economic indicators. The
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study’s dependent variable, economic growth, was measured using the real gross domestic
product (GDP) growth rate, while the independent variables comprised total tax revenue
(TTR), company income tax (CIT), value-added tax (VAT), and petroleum profit tax (PPT). A
distinctive feature of this study was the introduction of a Policy-Generation Quality Index
(POLQ), constructed to capture the institutional and procedural dimensions of fiscal reform.
The inclusion of total tax revenue, company income tax, value-added tax, and petroleum profit
tax is theoretically justified by the Fiscal Policy Theory and Endogenous Growth Theory, while
the policy-generation quality index is grounded in the Institutional Quality and Governance
Theory, which emphasises the role of policy design, coherence, and implementation capacity

in determining fiscal outcomes.
This index incorporated three key indicators:

e The number of major fiscal reforms or Finance Acts enacted during the study period,

e The degree of digitalisation of tax administration (as reflected in the adoption of the FIRS
TaxPro Max system and automation of VAT returns), and

e The level of harmonisation and integration of tax administration across the federal and
subnational levels.

Each indicator was standardised using z-score transformation and aggregated to generate a
composite index scaled between —2 and +2, where higher scores signified stronger policy-
generation quality. This measure was inspired by international frameworks such as the IMF
Fiscal Transparency Code (2024) and the World Bank’s Governance Indicators, adapted to the

Nigerian fiscal context.

The study’s analytical model was derived from the Endogenous Growth Theory, which links
institutional quality and fiscal policy to long-run economic performance (Romer, 1990). The
model specified that economic growth (GDPG) was a function of the various tax components
and the policy-generation-quality index, including an interaction term to capture the
moderating effect of policy generation on tax reforms. Mathematically, the model can be

expressed as:
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GDPGt = B0 + B1TTRy + B2CITe + BaVAT: + B4PPTe + BsPOLQ: + PBe(TTR*POLQ:) + pt

Where o represents the intercept, (B1...s) are parameter coefficients, and p is the error term.

The data were analysed using the Ordinary Least Squares (OLS) estimation technique, which
provided efficient and unbiased estimates under classical assumptions. Prior to estimation,
diagnostic tests were conducted to ensure data suitability and model reliability. These included
stationarity tests using the Augmented Dickey-Fuller (ADF) method to verify the absence of
unit roots, correlation tests to check for multicollinearity, and Breusch-Godfrey and White tests
to detect serial correlation and heteroskedasticity, respectively. The Ramsey RESET test was
also performed to confirm model specification accuracy. All variables were converted to
natural logarithms where appropriate to linearise relationships and stabilise variance, following
standard econometric practice. Analyses were carried out using EViews 13 and Stata 17
software packages, both of which are widely accepted in fiscal and macroeconomic research

for their robustness and precision.

The reliability of the data was further ensured through triangulation of sources, cross-validating
FIRS figures with corresponding data from the CBN and World Bank databases. This process
enhanced both the internal consistency and external validity of the dataset. Ethical research
standards were strictly observed: all data sources were properly acknowledged, the study
avoided manipulation or selective reporting of results, and objectivity was maintained
throughout the analytical process. In summary, the methodological approach combined
quantitative rigor with institutional insight. By integrating a policy-quality dimension into the
econometric framework, this study advanced the empirical understanding of how governance

and fiscal design jointly shape Nigeria’s economic growth outcomes.

4. Results and Discussion

Tablel: Descriptive Statistics

Variable Mean Std.Dev. Minimum Maximum Observation
GDPG (Real GDP Growth %) 2.87  0.95 1.5 4.3 11
TTR (¥ Billion, log) 6.84 0.21 6.52 7.20 11
CIT (¥ Billion, log) 6.15 0.19 5.89 6.45 11
VAT (¥ Billion, log) 573 0.23 5.41 6.02 11
PPT (¥ Billion, log) 6.52 0.30 6.00 6.97 11
POLQ (Policy Quality Index) 0.00 0.97 -1.32 151 11
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Interpretation:

On average, Nigeria’s real GDP growth rate stood at 2.87%, reflecting the modest post-
recession recovery and the influence of fiscal reforms during the Finance Act period. Tax
revenues (TTR, CIT, VAT, and PPT) all trended upward, with total tax revenue averaging log
6.84 (= N690 billion equivalent per annum at 2015 prices). The policy-generation quality index
had a mean of zero and standard deviation of 0.97, implying noticeable variations in reform

effectiveness across the years.

Table2: Correlation Analysis
Variables GDPG TTR CIT VAT PPT POLQ

GDPG 1.000

TTR 0.722  1.000

CIT 0.648 0.775 1.000

VAT 0.704 0.699 0.668 1.000

PPT 0.388 0.562 0.515 0.474 1.000

POLQ 0.813 0.726 0.654 0.692 0.493 1.000
Interpretation:

All independent variables were positively correlated with GDP growth, with policy-generation
quality (POLQ) showing the highest correlation (0.813), suggesting that improved policy
coherence was closely associated with higher growth. No multicollinearity problem was
detected since correlation coefficients were below 0.85.

Table3: Diagnostic Tests Summary

Test Statistic p-value Interpretation
Breusch—Godfrey Serial Correlation 1.32 0.26 No serial correlation
White Heteroskedasticity 1.19 0.29 Homoskedastic residuals
Ramsey RESET 0.85 0.39 Model correctly specified
VIF (max) 3.21 — No multicollinearity
Durbin—Watson 1.89 — No autocorrelation

All diagnostic results confirmed the model’s robustness and statistical reliability.

Table4: Regression Results (OLS Estimation)

Variable Coefficient (B) Std. Error t-Statistic Prob.
Constant -0.842 0.564 -1.49 0.176
TTR 0.476 0.194 2.45 0.042
CIT 0.318 0.153 2.08 0.069
VAT 0.286 0.137 2.09 0.068
PPT -0.124 0.112 -1.11 0.295
POLQ 0.532 0.180 2.95 0.022
TTR x POLQ 0.278 0.103 2.70 0.031
R? 0.871

Adj. R2 0.802

F-Statistic 12.56 0.001
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DW Statistic

1.89

Interpretation:
The model explained about 87.1% of the variation in GDP growth (R = 0.871). The F-statistic

(12.56, p < 0.01) confirmed overall model significance. Total tax revenue (f = 0.476, p =
0.042), company income tax (p =0.318, p=0.069), and VAT (B = 0.286, p = 0.068) all exerted

positive and statistically significant effects on economic growth. Petroleum profit tax (PPT)

had a negative but insignificant effect (p = —0.124, p = 0.295), reflecting the volatility of oil-

sector taxes. Crucially, the policy-generation quality (POLQ) variable was positive and

significant (f =0.532, p=0.022), indicating that improvements in reform design, coordination,

and digital compliance enhanced growth outcomes. The interaction term (TTR x POLQ) was

also significant (f = 0.278, p = 0.031), suggesting that the positive effect of total tax revenue

on GDP growth strengthened when policy-generation quality improved.
Table5: Test of Hypotheses

Hypothesis Statement Decision  Result Interpretation
Rule

Ho1 Tax reforms have no Reject if Rejected  Tax reforms significantly
significant effect on p<0.05 (p = influence economic
economic growth in 0.042) growth.

Nigeria.

Ho2 Company income tax Reject if Rejected CIT reforms significantly
reforms have no p<0.10 (p = promote growth.
significant effect on 0.069)
economic growth in
Nigeria.

Hos Value-added tax reforms Reject if Rejected VAT reforms
have no significant p<0.10 (p = significantly contribute to
effect on economic 0.068) growth.
growth in Nigeria.

Hos Petroleum profit tax Reject if Not PPT reforms exert a
reforms have no p<0.10 Rejected weak, negative, and
significant effect on (p = statistically insignificant
economic growth in 0.295) effect on growth,
Nigeria. reflecting oil-sector

volatility.

Hos Policy-generation Reject if Rejected  Policy-generation quality
quality does not p<0.05 (p = significantly strengthens
significantly moderate 0.031) the tax—growth
the relationship between relationship.
tax reforms and
economic growth in
Nigeria.
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All hypotheses except PPT-related effects were rejected, confirming that tax reforms
significantly promoted economic growth, and that policy-generation quality strengthened this
relationship.

Discussion of Findings

The empirical results of this study provided strong evidence that Nigeria’s tax reforms between
2014 and 2024 contributed positively to the nation’s economic growth. The analysis confirmed
that total tax revenue (TTR), company income tax (CIT), and value-added tax (VAT) had
statistically significant positive relationships with gross domestic product growth (GDPG).
This indicates that as tax reforms improved revenue mobilisation and administrative efficiency,
overall economic performance strengthened correspondingly.

Total Tax Revenue and Economic Growth

The positive and significant relationship between total tax revenue and GDP growth implies
that Nigeria’s tax reforms enhanced the capacity of government to generate resources for
productive expenditure and public investment. This finding supported the assertion of
Mijinyawa, Ibrahim, and Shagari (2025) that aggregate tax revenue exerts a strong positive
effect on economic development when revenue leakages are reduced and compliance improves.
Similarly, Chijuka (2025) reported that total tax receipts became a more reliable source of fiscal
stimulus after the introduction of the Finance Acts (2019-2023), which streamlined exemptions

and broadened the tax base.

From a theoretical standpoint, this outcome aligns with the Fiscal Policy Theory and
Endogenous Growth Model, both of which posit that efficient taxation finances productive
public investment that enhances capital formation, innovation, and human-capital
accumulation (Barro & Sala-i-Martin, 2021; Romer, 1990). In Nigeria’s case, improved
domestic revenue mobilisation allowed greater fiscal space for infrastructure and social

spending, conditions necessary for sustained growth.

Company Income Tax (CIT) and Economic Growth

The positive and significant impact of company income tax on GDP growth underscored the
responsiveness of corporate profitability to reform-induced incentives and enhanced

compliance mechanisms. The finding corroborated the earlier results of Olayiwola and Okoli
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(2022), who observed that reforms in company income taxation boosted the manufacturing and

services sectors by reducing administrative bottlenecks and encouraging voluntary compliance.

The implication is that Nigeria’s move toward digitisation of tax filing (for instance, through
the FIRS TaxPro Max platform) and the rationalisation of corporate tax rates improved
transparency, thereby stimulating investment confidence. This finding also reflected the
Supply-Side Theory, which suggests that moderate and efficiently administered taxes on

production and profits can encourage private investment and output expansion (Laffer, 2020).

Value-Added Tax (VAT) and Economic Growth

The VAT coefficient was positive and significant, confirming that broad-based consumption
taxes contributed to growth during the reform period. This is consistent with the studies of
Afonso and Jalles (2023) and Ebi and Eze (2022), who found that VAT reforms, when well-
administered, enhance fiscal stability and public-revenue elasticity. Nigeria’s VAT base
expansion from goods to services and digital transactions appeared to have yielded substantial

revenue without proportionately increasing administrative costs.

However, the result must be interpreted with caution. As Mijinyawa et al. (2025) noted, VAT
reforms can impose short-term adjustment costs on low-income households if compensatory
welfare measures are absent. Thus, while VAT reforms strengthened government finances,
future policy efforts should focus on mitigating regressive effects through targeted social

programmes.

Petroleum Profit Tax (PPT) and Economic Growth

The coefficient for petroleum profit tax was negative and statistically insignificant. This
outcome is consistent with the argument of Olayiwola and Okoli (2022) and IMF (2025) that
Nigeria’s reliance on volatile oil-sector revenues undermines fiscal sustainability. The PPT’s
weak relationship with GDP reflects the structural decline in crude-oil output, price

fluctuations, and high cost of production during the study period.

Moreover, the insignificance of PPT may also indicate the limited effectiveness of oil-sector
taxation in stimulating broad-based growth, as the sector is capital-intensive and generates

relatively few linkages with the wider economy. The result therefore reinforces the
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government’s current focus on diversifying revenue sources toward non-oil sectors through

comprehensive fiscal reform.

Policy-Generation Quality (POLQ) as a Moderator

One of the most novel findings of this study was the statistically significant moderating role of
policy-generation quality. The positive interaction term between TTR and POLQ suggested
that the growth impact of tax revenue was amplified when policy design, coordination, and
execution quality improved. This implied that tax reforms do not automatically guarantee
growth; rather, their effectiveness depends on the credibility and coherence of the
policymaking process. This result corroborated the observations of the IMF (2025) and the
World Bank (2023) that fiscal reforms in Nigeria would only translate into sustained
macroeconomic gains when supported by transparent, predictable, and harmonised policy
frameworks. The finding also supported Okafor and Adeniran (2023), who emphasised that
fiscal stability and policy consistency enhance taxpayer confidence, which in turn improves

compliance and revenue yield.

From a theoretical viewpoint, this moderating relationship validated the Endogenous Growth
Theory by Romer (1990), which recognises institutional quality and governance effectiveness
as internal drivers of long-term economic performance. In the Nigerian context, the formation
of the Presidential Committee on Fiscal Policy and Tax Reforms (2024) and the harmonisation
of more than sixty levies into fewer unified taxes exemplify improvements in policy generation

that strengthen the tax-growth nexus.

Theoretical and Practical Interpretation

The overall empirical pattern confirmed the relevance of the Fiscal Policy Theory and
Endogenous Growth Model as explanatory frameworks for Nigeria’s reform outcomes.
Efficient taxation not only provides revenue for government investment but also influences
behavioural responses of firms and consumers through incentives. The positive influence of
the policy-generation index illustrated that institutions, governance, and credibility are

endogenous growth determinants in Nigeria’s fiscal environment.

Practically, these findings suggested that Nigeria’s tax-reform strategy should continue

focusing on enhancing policy coherence, digital integration, and stakeholder inclusivity.
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Sustained capacity-building within the FIRS and fiscal coordination among tiers of government

are essential for maintaining the observed positive effects.

5. Conclusion

Based on the findings, the study concluded that tax reforms in Nigeria have exerted a positive
and statistically significant influence on economic growth, especially through non-oil revenue
sources such as CIT and VAT. However, the extent of their effectiveness has been strongly
conditioned by the quality of policy generation. The empirical evidence demonstrated that
improvements in reform design, administrative digitalization, and inter-agency coordination

amplified the growth effects of taxation.

Conversely, the persistent insignificance of petroleum profit tax highlighted the structural
vulnerability of oil-dependent revenue systems and underscored the urgency of diversification.
The study therefore reaffirmed the theoretical propositions of the Fiscal Policy Theory and
Endogenous Growth Model, which emphasize that long-run economic growth is not only

driven by capital accumulation but also by institutional quality and efficient policy frameworks.

In essence, fiscal reforms yield optimal macroeconomic dividends only when they are
comprehensive, predictable, and implemented within a credible governance framework.
Nigeria’s experience during the period under review validated this assertion, as the reforms
that featured greater stakeholder participation and digital integration produced more

sustainable growth outcomes.

Recommendations

The following recommendations emerged from the findings:

Institutionalize Policy Coherence and Continuity: The Federal Government should ensure
that future tax reforms are developed through transparent, evidence-based, and participatory
processes. Frequent legislative amendments should be minimized to enhance investor
confidence and maintain stability in fiscal policy.

Deepen Digital Tax Administration: The FIRS should intensify the deployment of digital
technologies such as the TaxPro Max platform to improve real-time monitoring, expand
taxpayer registration, and minimize leakages. Enhanced automation will strengthen voluntary

compliance and improve revenue mobilization.
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Broaden the Non-Oil Tax Base: The government should consolidate its shift from oil-
dependent revenues by strengthening VAT and CIT systems, improving tax literacy among
small and medium-sized enterprises, and simplifying compliance procedures.

Enhance Policy-Generation Quality: A structured Policy Evaluation Framework (PEF)
should be established within the Ministry of Finance to monitor the design, implementation,
and impact of tax policies. This will ensure that reforms are harmonized across tiers of
government and that policy reversals are minimized.

Reform Petroleum Profit Tax Administration: The government should review the PPT
framework to improve transparency in oil-sector taxation. Collaboration between the Nigerian
Upstream Petroleum Regulatory Commission (NUPRC) and FIRS should be enhanced to
ensure effective collection, reduce exemptions, and encourage diversification into renewable
energy taxation.

Link Tax Revenue to Productive Spending: Improved tax revenues should be channelled
toward capital expenditure particularly infrastructure, education, and technology to maximize
the multiplier effects of taxation on growth and development.

Strengthen Subnational Fiscal Coordination: States and local governments should align
with federal tax policies to reduce multiple taxation and improve fiscal federalism. A unified

digital tax platform linking federal and subnational systems will enhance overall efficiency.
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