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Abstract: The issue of the tax system and administration in Ebonyi State, Nigeria has remained a mixed feeling
and yet, tax constitutes a major means of income to the government. However, it appears that poverty, heavy
tax burden, multiplicity of tax payment, lack of patriotism, corruption among tax administrators and lack of trust
in government has necessitated individuals and corporate bodies to devise various means of tax evasion and
avoidance which have serious implications on the socio-economic development of the state. Thus, this study
examined the impact of tax revenue loss to the socio-economic development of Ebonyi State. Two specific
objectives, questions and hypotheses were formulated and tested. Taxable capacity theory was adopted as the
theoretical framework of analysis. The study adopted survey method and secondary data were used. Collected
data were analysed using appropriate statistics such as t-test and regressions with the aid of Statistical Package
for Social Science (SPSS 20). The result shows that there is a significant positive relationship between the
budgeted tax revenue and actual tax revenue (r = 0.338 p < 0.05, r = 0.114, 2 F = 0.905, t = 1.476, DW = 0.448).
Also, the shortfall in tax revenue significantly and negatively impacted on the socio-economic development
(r = 0.875 p < 0.05, r2 = 0.766, F = 22.914, t = -1.476, DW = 0.448). The implications of the findings is that
government of Ebonyi State may not be able to financially sustain itself if adequate action is not taken
immediately. The study concludes that budgeted tax revenue and shortfall significantly impacts on the socio-
economic development. The study recommends that government should overhaul its tax system and
administration for the interest of socio-economic development of the State.

Key words: Tax System Administration Tax Revenue Tax Evasion Tax Avoidance and Socio-Economic
Development

INTRODUCTION special treatment and an essential objective of tax

The world over, the issue of tax remains a mixed compliance by taxpayers of all types with their taxes
factor. To the classical economists like [1], tax constitutes obligation [3]. Regrettably, in most developing countries,
a means of income redistribution from one sector (the rich) tax administration is usually weak and characterized by
of the society to another (the poor). It is taken from those extensive evasion, corruption and coercion. Instances
that are working, for those that are not working as in abound where tax revenue is low and large sectors of the
social security payment in some nations of the world like internal economy escape the tax net entirely [4].
Europe and the United States of America. They are given To create a tax system, the nation must decide on
critical attention because amongst other sources of how to shift the tax burden and how the revenue realized
revenue, tax has been regarded as the most dependable from taxation should be used. [5], posited that in a
and a form of social contract because it proceeds out of a democratic society where the public elects those in charge
social contract between the government and the people. of establishing the tax system, their choices reflect the
[2] posits that taxes, underwrite the capacity of states to type of community that the public or government wish to
carry out its function, it forms the nucleus for the conduct create. He continued that in states where the public is
of state activities and the shape the balance between apathetic about the issue of tax, the system will be more
capital accumulation and redistribution that gives states of the reflection on the values of those in power as
their social character. And that no tax is better than its government use different kinds of taxes and vary the taxes
administration, of which tax administration deserves a rates.

administration is to ensure the maximum possible
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In 2016 budget speech, the Governor of Ebonyi State, amended in 1906 and in 1917 as the native revenue
Engineer David NwezeUmahi lamented that “from the ordinance. The 1917 tax law was extended to both the
breakdown of the recurrent revenue, it is obvious that the Northern and Southern Nigeria but was gradually
state is over-relying on the federal generated revenue to accepted in the South.
carry out the business of the state. And that they were In 1928, Lord Lugard succeeded in extending the
determined to improve on the level of internally generated native revenue ordinance to the East of Niger Delta.
revenue to meet their development target hence the need However, the resistance was thestrict and popular
for increased internally generated revenue drive of which opposition of Aba women riot of 1929. In 1940, direct
taxation is the dominant factor. Tax has been defined as a taxation ordinance No. 4 and the income tax ordinance No.
compulsory contribution made by individuals and 3 were promulgated. It empowered native authorities to
organizations towards defraying government expenditure assess and collect tax from Africa in their areas of
[6]. Individuals and companies try to reduce their tax jurisdiction while the income tax ordinance of 1943
liability  either  legally by tax avoidance or illegally by tax governed  the  taxation  of non-Africans and companies.
evasion. [7], distinguished between tax evasion and tax It brought the income of expatriates and Nigerians
avoidance. They defined tax evasion as a phenomenon resident in Lagos and other places in the colony under the
where the taxpayer practically neglects to pay tax either jurisdiction of the colonial government. The income
by not declaring the correct position or does not file any taxation ordinance defined deductions allowed from
return at all while tax avoidance is a phenomenon that personal income enacted a special provision for insurance
occurs when a taxpayer utilizes the provisions of the tax and shipping companies and introduced special relief in
laws, identify the loopholes in the tax laws and used such respect of wife, children and life assurance policy
for his own advantage. The payment of tax in openly and payments. These ordinances were the foundation of our
generally resented, people everywhere do not like to part modern taxation in Nigeria. 
with their money willingly even though tax payment is However, recent developments in the global and local
inevitable for the provision of social welfare. economy which has significantly impacted government

The advent of the British rule in 1990, the revenue have directed focus on taxation as a sustainable
administration of tax was affected by several amendments source of income [8]. It is based on the above
to the ordinance (now Acts or Decrees) which principally development that the National tax policy intends to create
entrusted the responsibility of collection of taxes in local awareness on the importance of the role, which taxation
authorities. Many laws were eventually passed in can play in securing a stable flow of revenue for the
Northern Nigeria by Lord Lugard to enable him collect government  The  National  tax Policy for Nigeria
thetax, each law being an improvement on the former – submitted to the federal executive Council explained tax
these laws included: as. A financial charge or Levy Imposed upon an

The land revenue proclamation of Northern Nigeria in states. A tax in usually in usually a monetary charge on
1904. a person’s or entity’s income, property or transaction
The native revenue proclamation of 1906 and is usually collected by a defined (any empowered)
The native ordinance of 1917. authority at the federal and state level. (National Tax

This ordinance introduced a redefined principle or 2010). World over, every tax system seeks to improve the
direct taxation that were difficult to interpret. Therewere warfare of people. This is achieved by proper utilization of
also some form of taxes in some parts of southern Nigeria, tax revenue as administered by the government. This
in inform of tribute, levies, fines and presents given to general objective equally serves as the foundation upon
Obas’. This form of tax payment was non-existent in the which the Nigerian tax system is based. Nigeria tax policy
Eastern part of the South due to lack of a recognized was initiated on 6  August, 2002 and effected on 22
central authority. The tax system was highly developed in January 2010, when the final draft submitted to the federal
the Northern Nigeria before 1900 in the form of agricultural executive council was signed. In a related development,
and livestock tax. But Lord Lugardcombined the different Nigeria is viewed as a mono-product economy with
levies and tax into a simple and collectable direct tax. Lord significant and reliance on oil revenue of which taxation
Lugard simplified the complex array of Northern taxes by has been identified as an alternative to oil revenue and a
enacting native revenue proclamation of 1904. It was more reliable source of revenue [9]. 

individual entity or by a state or a component of the

Policy, final Draft submitted in 2002 and approved in

th nd
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Statement of the Problem: The library of Congress services of tax consultants. This government efforts
(2008) reported that the federal government of Nigeria in notwithstanding, the problem of tax evasion and
2007 spent Twenty One point Eight Billion (21.8b) Dollars avoidance still persists [13].
and generated revenue of only Twenty Point five billion It appears that poverty together with the heavy tax
(20.5b)  Dollars,  revealing a budget deficit of 1.3 billion imposed by the government necessitated the individuals
(US Dollars) about 6.3 percent of the revenue generated. and corporate bodies to devise various means of tax
The report pointed out that the Nigerian tax system is evasion and avoidance which has serious implications on
marred with corruption and widespread tax evasion among the socio-economic development of the state. The
taxpayers,  owing  to  frustration arising from poor multiplicity of tax payment introduced by the State
governance. The attitude of Nigerians towards taxation is government may be having a negative effect on taxpayers
worrisome as many prefer not to pay tax if given the thereby necessitating the high incidence of tax evasion
opportunity. The economy continues to lose a huge and avoidance. Instances abound where taxpayers may
amount of revenue through the unwholesome practices of give fraudulent tax returns and giving incorrect
tax avoidance and tax evasion. This loss of revenue information in relation to its full profit. 
contribute abysmally to negative change in the fortune of Tax avoidance generates investment distortion in the
many economies, particularly developing countries like form of the purchase of assets exempted from tax or
Nigeria. This problem has been lingering for so long and undervalued for tax purpose [14]. As reported by [15], the
urgent attention and solution is overdue. The negative taxpayer indulges in evasion by resisting to sharp
effect of tax avoidance and evasion in Ebonyi State is practices that erode moral values and build inflationary
high, to the extent that if left unchecked, the cost may values. There is no doubt that revenue due to any
outweigh the benefit or value derivable from such government will be reduced by the unpatriotic act of tax
operations and that will not be appropriate for the system. evasion which can be attributed to corruption. 
On the hand, the noticeable rate of corruption on the part The main objective of the study is to evaluate the
of tax officials is alarming as most of them may connive impact  of  tax  revenue on the socio-economic
and collude with supposed taxpayers to evade or avoid development of Ebonyi State. However, the specific
tax. Sometimes, the tax officials may not be properly objective of the study is to examine the relationship
trained on the modern ways of tax administration. The between the budgeted tax revenue and actual tax revenue
inadequate social infrastructure in the state may call for of Ebonyi State from 2008-2016 and; to determine the
attention as to how tax revenue generated is expended effect of tax budget deficit on the socio-economic
and accounted for, especially those in authority who may development of Ebonyi State. The study, in its effort to
wish to spend these hard-earned resources with reckless accomplish these objectives, will proffer solutions to the
abandon. following questions. 

[10], narrated that although tax evasion is a problem
that face every tax system, but the Nigerian situation What is the relationship between the budgeted tax
seems to be Unique when viewed against the scale of revenue and actual tax revenue of Ebonyi State from
corrupt practices prevalent in the system. The major 2008-2016?
problem   lies   in   the   collection   of   taxes   from  the What contributions does shortfall in tax revenue
self-employed such as the businessmen, contractors, have on the socio-economic development of Ebonyi
professional practitioners like lawyers, doctors, State within the period? 
accountants, architects and traders in the shop among
other. [11], posit that self-employed persons blatantly Having identified the above specific objectives of the
refuse to pay tax by reporting losses every year and many study, the under listed hypotheses were utilized to give a
of them live a lifestyle that is at variance with the reported proper analysis of the subject under discussion. There is
income. Within the civil service, [12], observed that all no significant relationship between the estimated tax
Nigerian taxpayers claim to be married with four children revenue and actual tax revenue and the shortfall in tax
because of the constitutional provisions of children revenue does not have a significant effect on the socio-
reliefs. Some state government in an effort to reduce the economic development of Ebonyi State within the
rate of tax evasion and avoidance resort to engaging the specified period.
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Conceptual and Theoretical Issues: Taxes are levied on labour from a strategically preferred economic sector to a
individuals, groups, business or corporate bodies, by lesser one. 
constituted authorities for funds used by the state in the Not minding the good intention of tax, most people
maintenance of peace, security, economic growth, are not in favour of the imposition and collection of taxes.
development  and  social engineering among others for Some authors are of the view that tax is an inhibition to
the benefit of the citizenry. In a related development, [16] the full exercise of the human right and should be
defined taxation as a compulsory contribution imposed by stopped. [21] quoted in [22], belong to this category.
a public authority, irrespective of the exact amount of While Marshall has it that “the power to tax involves the
service rendered to the taxpayer in return. The economic power to destroy”, others, opined that there is no benefit
history of both developed and developing countries, from taxation, saying “for every benefit you receive from
reveals that taxation is an important weapon or instrument a tax levied have been paid; implying that tax is a payment
in the hand of government; not only to generate revenue, made in advance for benefit yet to be enjoyed.”
but also to create fiscal goals that influences the direction In  the  case  of  Nigeria,  for example, taxation can
of investment and discouraging the consumption and sub-optimally accelerate the movement of labour from the
production of certain goods and services, [17]. agricultural sector inspite of its significant contribution to

In a similar development, [18]posit that taxes are an GDP, to high technology industrial and
instrument  of  fiscal policy. The enumerated four possible telecommunication sectors that do not provide enough
mechanisms by which taxes can affect economic growth; GDP contribution to the economy. In his work on reform

Taxes can inhibit investment rate through such taxes risk associated with the Nigerian tax system to include:
as corporate, personal income and capital gain taxes. The ratio of revenue being realised for both personal
Taxes can also slow down growth in labour supply income and company taxes to GDP is low as a result
by distorting labour-Leisure choice in favour of of non-compliance of many employers to register
leisure. their employees and to remit collected taxes to the
Tax policy can affect productivity through its relevant tax authorities. 
discouraging effect on research, development and Failure of government at all levels to implement
expenditures. budget according to plan. This has resulted in a
High taxes on labour supply can distort the efficient general loss of confidence in the nation 
use of human capital. The tradition of relying almost entirely on oil revenue

In general, [19] posits that the focus of tax policies, risks associated with the volatility of international oil
with respect to economic development, is as provided by market.
two different schools of thought. One school is of the The complex and highly expensive legal processes
view that, there are those who argue in favour of adequate have made it difficult for tax authorities to arrest the
tax incentives, in terms of tax cuts, in order to stimulate rising trend of tax evasion.
investment. On the other hand, there are those who argue
in favour of the need to raise more revenue through [24], narrated that the plethora of multiple taxes in
higher taxes, so as to be able to fund public sector Nigeria has the effect of burdening economic and
infrastructure  needed  to propel economic development. business performance by reducing the ability of business
In addition to this two consideration, there are other ways and trades to compete with imported products and
through which taxation can affect socio-economic between states of the federation. In the case of Ebonyi
development. As highlighted by [20], taxation can help to State, available evidence has shown that business is
redirect the marginal productivity of capital gains as a subjected to over 100 different taxes and levies across the
result of distorting investment from highly taxed sector of local governments. Two significant implications of
the economy with greater potential for enhancing national multiple taxations of the economy are;- the High
gross domestic product (GDP), to highly taxed sectors administrative burden of collecting a multiplicity of
with lower (GDP) gross domestic product enhancing nuisance taxes by different taxing jurisdictions and high
capacity. Secondly, the rate of taxation on personal compliance cost of filling and complying with tax
income has the potential of distorting the movement of regulations.

of Nigerian tax policy, [23], identified four weakness and

by all the tiers of government in the tender with the
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Tax Evasion and Tax Avoidance: [25] defined tax evasion related development, [33] explored the effect of the overall
as a deliberate and willful practice of not disclosing full tax system in Latin America countries on employment
taxable income so as to pay less tax and a contravention potentials. He posits that the richer countries of the world
of tax laws, whereby a taxable person neglects to pay the have grown their overall tax revenue since the 1970’s.
tax due or reduces tax liability by making fraudulent or And that the European countries are characterized by
untrue claims on the income tax form. [26], posited that tax total central government revenues of around one-third of
evasion is the general term for efforts by individuals, GDP. The indirect tax increased from the 1970s to 1980’s,
firms, trusts and other entities to evade taxes by illegal but overall growth was primarily due to increase in the
means. revenue from sales taxes, in contrast, the United States of

[27], defines tax avoidance as a legal attempt to America exhibit lowers overall revenues and shows
escape or reduce tax liability by circumventing the law and continuing growth in direct taxation only.
not by breaking it. In a related development, [28] Following the same field, [34]undertook a study on
concludes that tax avoidance as the arrangement of the impact of tax revenue on the economic growth of
taxpayer’s affairs using tax shelters in the tax laws and Nigeria, with a special emphasis on infrastructural
avoiding tax traps in the tax laws, so as to pay less tax by development from 1980 to 2007. The secondary data were
taking advantage of the loopholes in a tax law. Tax analysed using the three-stage least squares estimation
avoidance is not a criminal act because the taxpayer has technique. The result showed that tax revenue stimulates
taken an action that is not against the provision of the law economic growth through infrastructural development.
and citizen have the right to reduce the amount of taxes They continued that taxes help to create comprehensive
they pay as long as it is within the ambit of the law fiscal policies and to strengthen the existing ones in line
[29].So, tax avoidance is a lawful practice. In an earlier with macroeconomics objectives and in the light of
case of Ayrshire Pullman motor services v CIR (1929), prevalent economic realities. In conclusion, [35]
Lord Clyde declared, discovered that government expenditure at all levels

No man in this country is under the slightest collectable from various entities and economic units on
obligation, so as to arrange his legal relations to whom it is binding to pay tax. Interviews and
his business or to his property as to enable the questionnaire were analysed with simple percentage
Inland Revenue to pull the largest possible shovel analysis to examine tax administration in Nigeria. The
into his stores. The Inland Revenue is not slow and scope includes tax administration, constraints
quite rightly to take advantage which is open to it besettingtaxpayers,  general  principles  of  taxation, as
under the taxing status for the purpose of dentitled well  as  its  purposes, uses, classifications and effects.
to be a state to prevent as far as he possibly can, the The result obtained is in tandem with the earlier, reality
depletion of this means by the revenue[30]. which characterizes Nigeria tax exercises, like poor

infrastructure, use of unqualified tax personnel, public
[31], concludes that tax evasion and avoidance resistance to pay the tax due to lack of awareness,

constitutes a problem to the government in ensuring unconventional means of tax administration, greed and
effective implementation of policies and programme meant sharp practices on the part of tax officials. He narrated
to enhance the living standard of the citizen. And that that the problem is more complicated at the states and
there were tax evaders in the earlier period when Kings local government levels.
and Lord levied taxes on their subjects both in money and [36], analysed the revenue potential of both the rich
in-kind life, foodstuff or compulsory services (Labour). and poor countries of the world as it relates to taxation.

He  postulated  that  low-income countries primarily in
Empirical Literature: [32] examined the impact of tax sub-Sahara African and South Asia face a critical
reforms on economic growth by the use of descriptive constraint to their development and growth due to low
statistics and econometric analysis. They discovered that overall revenue. He continued that no meaningful
tax reforms  are  positively  related  to economic growth development path can be envisaged which does not
and aresigns that tax reforms ginger economic growth. eventually lead to sufficient domestic revenue
Based on the findings, they concluded that tax reforms mobilization to ensure Fiscal Independence. And that
improved the revenue generating capacity of government middle-income countryhas less revenue problem but has
to handle socially desirable expenditure that will translate other constraints like political instability as a result of oil
to economic growth in real output to the Nation. In a wealth. He concluded that Latin America is poor as a

should be financed primarily by revenue from tax
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result of high inequality in the distribution of income; of some acceptable index of the relative ability to pay indeed,
which increasing direct tax revenue in those countries is income is the most commonly adopted index of measuring
inevitable, [37], posited that vat-type taxation impose a the abilityto pay. These, relative taxable capacity can be
lower administrative burden on governments than system made through income distribution data and Lorenz Curves
of direct taxation and both models show they can be technique. In short, relative taxable capacity can be given
relatively understanding, they represent the easiest an intelligible meaning through the index of ability to pay.
option for developing countries to increase their direct tax It is pertinent that state government should use tax to
revenue especially when they are already losing trade tax provide the services needed as well as ensure that
revenue through liberalisation. taxpayers pay tax according to its capacity to prevent tax

Theoretical Framework: A suitable theoretical framework
that can be useful in this kind of work should be the Methodology: The work adopted ex-post facto research
taxable capacity theory. The taxable capacity theory is an design. The study utilized mainly secondary data from the
expression of the extent to which a people can be taxed. Approved planning and budget office, the state board of
[38] later pointed out that it was very difficult to decide internal revenue, (AG), which were relevant for the study.
what the taxable capacity of a people was since it depends
to a considerable extent on what the state does with the Data Presentation, Analysis and Interpretation: The
revenue from the tax. Taxable capacity is normally used in researchers employed percentages and other descriptive
two ways; statistics such as correlation and t-test to analyse data

The Absolute Taxable capacity with the aid of computerised standard package for social
The relative taxable capacity science (SPSS 20.0) to test the hypotheses advanced in

The absolute taxable capacity indicates the amount of The table above shows Ebonyi State tax budget from
money as the proportion of national income that can be 2008-2016. The figures reveal that the State recorded its
taken away by the government from people in form of highest revenue in the year, 2008. Two billion, six and
taxes without producing unfavourable effects. And the twenty million, eight hundred and seventeen thousand
concept of absolute taxable capacity is not to be assumed and sixteen (#2, 620, 817, 016.00) Naira representing 69.7%
as a constant entity. Relative taxable capacity refers to the of the estimated revenue of three billion, seven hundred
proportion in the two, more nations, groups of persons or and sixty-one million, eighty-nine thousand, three
states in a federation contributes toward the common hundred and sixty (#3, 761, 089, 360.00) Naira. Similarly, a
expenditure through taxation. In simpler terms, the relative shortfall of one billion, one hundred and forty million, two
taxable capacity of the community to contribute to some hundred and seventy-two thousand, three hundred and
common expenditure in relation to the capacities of other forty-four (1, 140, 272, 344.00) Naira representing 30.3%.
communities. Taxable capacity is influenced by a variety On the reverse, 2016 recorded the lowest revenue
of factors. In the short run, taxable capacity may be less. generation in the State within the time framework of this
In the long run, the taxable capacity of a country may study. A sum of five billion, one hundred and eighty-two
increase on account of economic growth and rise in million, nine hundred and twenty-five thousand, nine
national and per capita income. Again, distribution of hundred and fifty (#5, 182, 925, 950.00) Naira was
income and wealth also affects taxable capacity. Generally, budgeted while one billion, five hundred and thirty-nine
a high degree of inequality in the distribution of income million, seven hundred and twenty thousand, nine
and wealth implies a high index of relative taxable hundred and forty-three (#1, 539, 720, 943.00) Naira was
capacity. Taxable capacity also depends on government realised representing 29.7% of budget estimate. However,
spending if the government is efficient and undertakes a shortfall of three billion, six hundred and forty-three
successful welfare programmes, patriotism and democratic million, two hundred and five thousand, seven (#3, 643,
attitude are encouraged so that the taxable capacity will 205, 007.00) Naira representing 70.3%. 
be high since people would be ready to sacrifice more and An interesting feature of Ebonyi State tax system is
more. In a related development, the concept of absolute a budgeting system not based on performance. It is either
taxable capacity is not attainable. It is merely a theoretical the realised budgets were under-reported or that the tax
toy. Relative taxable capacity is a more practical and administrators are inexperienced with arbitrary and
meaningful term. To measure relative taxable capacities of unrealistic budgets year in year out even when past
different sections of taxpayers, it is imperative to compute records clearly show the contrary.

evasion and avoidance.

the study.
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Table 1.0: Ebonyi State Tax System, 2008-2016
Years Estimated Tax Revenue (N) Actual Tax Revenue (N)
2008 3, 761, 089, 360.00 2, 620, 817, 016.00
2009 3, 980, 000, 000.00 2, 400, 325, 763.00
2010 4, 876, 450, 350.00 2, 346, 465, 725.00
2011 1, 892, 030, 000.00 1, 032, 467, 568.00
2012 4, 179, 334, 330.00 1, 342, 673, 595.00
2013 3, 839, 993, 950.00 1, 564, 678, 645.00
2014 5, 683, 524, 750.00 1, 933, 036, 839.00
2015 4, 711, 750, 860.00 1, 623, 046, 789.00
2016 5, 182, 925, 950.00 1, 539, 720, 943.00
Source: [39]

Table 2.0: Ebonyi State Tax System, 2008-2016 (Manual Computation)
Estimated Tax Actual Tax Shortfall in Percentage (%) Percentage (%)

Years Revenue N Revenue N Revenue Estimate of Revenue Realised of Shortfall in Revenue
2008 3, 761, 089, 360.00 2, 620, 817, 016.00 1, 140, 272, 344.00 69.7% 30.3%
2009 3, 980, 000, 000.00 2, 400, 325, 763.00 1, 579, 674, 237.00 60.3% 39.7%
2010 4, 876, 450, 350.00 2, 346, 465, 725.00 2, 529, 984, 625.00 48.1% 51.9%
2011 1, 892, 030, 000.00 1, 032, 467, 568.00 859, 562, 432.00 54.6% 45.4%
2012 4, 179, 334, 330.00 1, 342, 673, 595.00 2, 836, 660, 735.00 32.1% 67.9%
2013 3, 839, 993, 950.00 1, 564, 678, 645.00 2, 275, 315, 305.00 40.7% 59.3%
2014 5, 683, 524, 750.00 1, 933, 036, 839.00 3, 750, 487, 911.00 34% 66%
2015 4, 711, 750, 860.00 1, 623, 046, 789.00 3, 088, 704, 071.00 34.4% 65.6%
2016 5, 182, 925, 950.00 1, 539, 720, 943.00 3, 643, 205, 007.00 29.7% 70.3%
Source: Authors’ Computation, 2017

Test of Hypothesis 1:

H : There is no significant relationship between the budgeted tax revenue and actual tax revenue of Ebonyi State from0

2008-2016
H : There is significant relationship between the budgeted tax revenue and actual tax revenue of Ebonyi State from 2008-1

2016

Model Summary Change Statisticsb

Model R R Square Adjusted R Square Std. Error of the Estimate R Square Change F Change df1 df2 Sig. F Change Durbin-Watson
1.338a . 114 -.012 539244783.51923 .114 .905 1 7 .373 .448
a. Predictors: (Constant), EstimatedTax Revenue
b. Dependent Variable: ActualTaxRevenue

ANOVA
Model Sum of Squares df Mean Square F Sig.
1 Regression 263058580721025824.000 1 263058580721025824.000 .905 .373b

Residual 2035494555868931580.000 7 290784936552704510.000
Total 2298553136589957380.000 8

a. Dependent Variable: ActualTaxRevenue
b. Predictors: (Constant), EstimatedTax Revenue

Coefficients
Unstandardized Coefficients Standardized Coefficients
------------------------------------------------------------ ------------------------------

Model B Std. Error Beta t Sig.
1 (Constant) 1120725757.243 759493894.808 1.476 .184

Estimated Tax Revenue .166  .174 .338 .951 .373
a. Dependent Variable: ActualTaxRevenue
R = 0.338a

R2 = 0.114
F = 0.905
T = 1.476
DW = 0.448
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Interpretation of SPSS Results: The regression sum of very high. The Durbin Watson statistic value of 0.448
squares (263058580721025824.000) is less than the residual indicates that there is no autocorrelation.
sum of squares (2035494555868931580.000) which The relationship between the budgeted tax revenue
indicates that more of the variation in the dependent and actual tax revenue coefficient of 0.338 indicates a
variable is explained by our model. The significance value positive and significance between budgeted tax revenue
of F statistic (0.905) is greater than (0.05) which implies and actual tax revenue which is statisticalsignificance with
that the variation explained by the model is not due to a value of 1.476. Therefore, the null hypothesis which
chance. states that there is no significant relationship between the

R, the correlation coefficient with a value of 0.338 budgeted tax revenue and actual tax revenue of Ebonyi
indicates that there is a positive relationship between State from 2008-2016 is rejected and the alternate which
estimated revenue and realised revenue. R square, the states that there is a significant relationship between the
coefficient of determination with a value of 0.114 indicates budgeted tax revenue and actual tax revenue of Ebonyi
that 11.4% of total estimated revenue was realised in all. State from 2008-2016 is accepted.
This corroborates our earlier manual analysis that revenue
projection in the following year has not been based on Test of Hypothesis 2:
trends. In other words, Ebonyi State tax budgeting system
is not based on performance. Thus, in all indication, 11.4% H : Shortfall in tax revenue does not have a significant
is a very poor result all things being equal. effect on the socio-economic development of Ebonyi

The linear regression model shows that the error of State within the period.
estimate is high which has a value of 539244783.51923. H  Shortfall in tax revenue significantly affects the socio-
This  again  indicates  that  tax  income  estimation error is economic development of Ebonyi State within the period.

0

1:

Model Summary Change Statistics

Model R R Square Adjusted R Square Std. Error of the Estimate R Square Change F Change df1 df2 Sig. F Change Durbin-Watson
1 .875 .766 .733 539244783.51923 .766 22.914 1 7 .002 .448a

a. Predictors: (Constant), EstimatedTaxRevenue
b. Dependent Variable: RevenueShortfall

ANOVA
Model Sum of Squares df Mean Square F Sig.
1 Regression 6662907229483673600.000 1 6662907229483673600.000 22.914 .002b

Residual 2035494555868929280.000 7 290784936552704190.000
Total 8698401785352602600.000 8

a. Dependent Variable: RevenueShortfall
b. Predictors: (Constant), EstimatedTaxRevenue

Coefficients
Unstandardized Coefficients Standardized Coefficients
--------------------------------------------------------- --------------------------------

Model B Std. Error Beta t Sig.
1 (Constant) -1120725757.243 759493894.808 -1.476 .184

EstimatedTaxRevenue .834 . 174 .875 4.787 .002
a. Dependent Variable: RevenueShortfall

Residuals Statistics
Minimum Maximum Mean Std. Deviation N

Predicted Value 457677952.0000 3620687872.0000 2411540740.7778  912613501.80975 9
Residual 876646336.00000 470826112.00000 .00000 504417306.88351 9
Std. Predicted Value -2.141 1.325 .000 1.000 9
Std. Residual -1.626 .873 .000 .935 9
a. Dependent Variable: Revenue
b. Shortfall
R = 0.875
R2 = 0.766
F = 22.914
T = -1.476
DW = .448
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Interpretation of SPSS Results: The regression sum of 3. Brid, R., 2008. “Tax Challenges Facing Developing
squares (6662907229483673600.000) is less than the Countries, National Institute of Public Finance and
residual sum of squares (2035494555868929280.000) which Policy. New Delhi, 13(5): 18-29.
indicates that more of the variation in the dependent 4. Moore, M. and J. Toye, 2008. “Taxation, Corruption
variable is explained by our model. The significance value and Reform”. The European Journal of Development
of F statistic (22.914) is greater than (0.05) which implies Research, 10(1).
that the variation explained by the model is not due to 5. Parkin, M., 2008. “Principles of Macro-Economics.
chance. New York: Practice Hall.

R, the correlation coefficient with a value of 0.875 6. Dandago, K.I and J.O. Alabede, 2000. Taxation and
indicates that there is a positive relationship between Tax Administration in Nigeria. Triumph Publishing
estimated revenue and realised revenue. R square, the Company Limited, Kano. 
coefficient of determination with a value of 0.766 indicates 7. Nwoba, M.E. and B.O. Ezeali, 2013. Public Finance
that 76.6% of total estimated revenue was not realised in Administration in Nigeria, Cases and Issues:
all. The linear regression model shows that the error of AbakalikiUgub printing and Publishing Company.
estimate  is  high  which  has a value of 759493894.808. 8. Federal Inland Revenue Service Circular 2009
This again indicates that tax income shortfall is very high. 9. Mckercher,  M.,  2008.  The  Impact of Complexity
The Durbin Watson statistic value of 0.448 indicates that upon Tax Compliance: A Study of Australian
there is no autocorrelation. Personal Tax Payers. ATRF, Research Study, Sydney

The relationship between the budgeted tax revenue number 39.
and tax revenue shortfall coefficient of 0.875 indicates a 10. Kiabel, B.D. and N.G. Nwoha, 2009. “Curbing Tax
positive and significant relationship between estimated Evasion and Avoidance in Personnel Income Tax
tax revenue and a shortfall in tax revenue but statistically Administration; A study of the South – South States
not significant with a value of t = -1.476. Therefore, the of Nigeria. 
null hypothesis which states that shortfall in tax revenue 11. Ayua, I.A., 1999. The Nigerian Tax Law. Ibadan:
does not have a significant effect on the socio-economic Spectrum Law Publishing Company.
development of Ebonyi State within the period is rejected 12. Ayua, I.A., 1999. The Nigerian Tax Law. Ibadan:
and the alternate which states that shortfall in tax revenue Spectrum Law Publishing Company.
significantly affects the socio-economic development of 13. Alabi, S., 2001. “Tax Planning” A papers delivered at
Ebonyi State within the specified period is accepted. the workshop on Nigerian Corporate and Personal

Conclusion and Recommendations: This study, based on 14. Kiabel, B.D. and N.G. Nwoha, 2009. “Curbing Tax
the foregoing concludes that there is a significant Evasion and Avoidance in Personnel Income Tax
relationship between the budgeted tax revenue and actual Administration; A study of the South – South States
tax revenue of Ebonyi State from 2008-2016. Also, the of Nigeria. 
shortfall in  tax  revenue  significantly   affected  the 15. Toby, R., 1983. The Theory and Practicesof Income
socio-economic development of Ebonyi State within the Tax. Lagos: Macmillian Press Limited. 
specified period. The study, therefore, recommends that 16. Nzotha, S.M., 2007. Tax Evasion Problem in Nigeria:
government should overhaul its tax system and A  critique  Journal  of  the  Nigeria  Accountant,
administration for the interest of socio-economic 12(1): 40-43.
development of the State. And that fund generated from 17. Ayanwu, J.C., 1997. Nigerian Public Finance. Onitsha:
tax revenue should be strictly employed to creation of Joance Publishers Limited.
employment opportunities to Ebonyi people. 18. Taiwo, H.O.A., 2005. Personal Income Tax. CITN,
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