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Abstract 
The Study Examines The Assessment Of The Petroleum Profit Tax: It’s Impact on the 

Economic Growth of Nigeria. The objective of the study is to determine the impact of 

petroleum profit tax on national income, the impact of petroleum profit tax on gross 

domestic product and the impact of petroleum profit tax on per capital income. Ex 

post facto was the design used for the study. The study adopts linear regression, 

descriptive and correlation matrix. The population of the study was the national 

economic data relevant to the study. The findings of the study show that PPT have 

negative and insignificant effects on Gross Domestic Products (GDP), National 

Income (NI) and Per Capital Income (PCI). 
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Introduction 
The Nigerian oil and gas industry has been 

vibrant since the discovery of crude oil in 

1956 by the Shell Group (Obara and 

Nangih, 2017). However, the sector was 

largely dominated by multinational 

corporations until the early 1990s when 

Nigerian companies began to make a foray 

into the industry (Obara and Nangih, 2017). 

Local participation was boosted with the 

implementation of the Nigerian Content 

Directives issued by the Nigerian National 

Petroleum Corporation (NNPC) about a 

decade ago, and eventually, by the 

promulgation of the Nigerian Oil and Gas 

Industry Content Development (NOGIC) 

Act in 2010 (Obara and Nangih, 2017). The 

Act seeks to promote the use of Nigerian 

companies/resources in the award of oil 

licenses, contracts and projects. The 

upstream oil sector is the single most 

important sector in the Nigerian economy, 

accounting for over 90% of the country’s 
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exports and about 80% of the Federal Government (FG’s) revenue. Oil and gas industry 

play an important role in the Nigerian economy through revenue generation to the 

government, employment generation and being the major contributor to the growth of the 

Gross Domestic Product (Obara and Nangih, 2017). The Nigeria economy, up to the 21st 

century has remained and oil economy, as it forms well over 60% of our Gross Domestic 

Product (Osho, 2014). Until recently, when the Nigeria government, under sectors of the 

economy, such as agriculture (which had been the mainstay of the economy before the 

discovery of oil and gas), solid mineral and industries (Osho, 2014). It is the economy 

under which other economic activities revolve. The Nigeria economy, one could conclude 

without missing words, that it is an oil-push economy, at present (Labaran, 2011). The 

Nigeria Oil and Gas industry has been described as the most dynamic sector of the Nigeria 

economy and the development of oil resources as the most significant sector of the 

economic in recent years. Similarly, Igbasan (2017) submitted that since the discovery of 

oil in the early 1970s, oil has become the dominant factor in the economy because oil 

revenue constitutes over 70% of the total revenue in the last 30 years. In terms of 

contribution to government revenue, petroleum profit tax and royalties have been 

impressive. Similar remarks which dominate the press and literature have created certain 

euphoria of optimistic expectations around the oil and gas industry The necessity for 

taxation emanated from the need for government to provide essential amenities for societal 

growth and development (Onoja and Ibrahim, 2020). This will enable the government to 

effectively superintend human affairs in a given geographical space (Onoja and Ibrahim, 

2020). The government will need financial and material resources to carry out its functions 

which include the provision of basic amenities of life such as good roads, pipe borne water, 

electricity, health facilities as well as security over lives and property (Onoja and Ibrahim, 

2020). Petroleum profit tax is an important source of revenue to the government because 

of the special position which petroleum occupies in the Nigerian economy. This tax which 

is regulated by the Petroleum Profit Tax Act (1959) as amended is imposed on the profit 

of oil-producing companies in Nigeria to raise revenue for the government. It offers an 

opportunity for government to collect additional revenue in addition to other sources of 

income, which is needed in discharging its pressing welfare of the people of a country 

with focus on promoting economic growth and development of a country through the 

provision of basic amenities for improved public services via proper administrative system 

and structures. Supporting this, Anyanwu (1993) argued that the objectives of petroleum 

profit tax are to raise revenue for the government, to regulate the economy and economic 

activities and to control income and employment. Onaolapo, Fasina & Adegbite (2013) 

stated that aside of the provision of revenue through petroleum profit taxes; it is also an 

instrument for regulating participants in the petroleum industry. Meaning that it is the 

responsibility of the Nigerian government to make a decision regarding the level of taxes 

to impose on the profit of oil companies in the country. Since the oil sector in Nigeria is 

regarded as the mainstay of the economy, petroleum profit tax, therefore, is one of the 
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major taxes in Nigeria in terms of its share of total revenue contributing 95 and 70 per cent 

of foreign exchange earnings and government revenue, respectively (Onaolapo, et al 

2013). Similarly, Umo (2012) and Igbasan (2017) submitted that since the discovery of 

oil in the early 1970s, oil has become the dominant factor in the economy because oil 

revenue constitutes over 70% of the total revenue in the last 30 years. In terms of 

contribution to government revenue, petroleum profit tax and royalties have been 

impressive. Petroleum profit tax generated for the third quarter alone was N2, 268,947,000 

(CBN, Statistics Bulletin 2020). Furthermore, revenue from petroleum profit tax has 

continued to increase since its introduction in Nigeria. The increases in petroleum profit 

tax revenue signify that more revenue is available for economic growth. Moreover, the 

revenue from petroleum profit tax will benefit the economy by enhancing its growth and 

future economic independence if it (the tax revenue from petroleum profit tax) is invested 

in viable projects. On the other hand, if the tax revenue is badly managed and/or used for 

unproductive purposes, it will undermine the growth of the economy. Dwivedi (2004) 

defines economic growth as a sustained increased per capita national output or net national 

product (NNP) in an economy over a long period of time. This implies that the rate of 

increase in total output must be greater than the rate of population growth, while the 

national output should be composed of goods and services which satisfy the maximum 

want of the greatest number of people (Ofishe, 2015). The macro-economic indexes 

depend largely on the country’s tax system that is in place, and they can serve as 

instruments to control inflation rate, unemployment level, amongst others (Awa, 2020). 

The issue here is determining to what extent has the revenue from petroleum profits tax 

positively or significantly affected the growth of the Nigeria economy?  

 

STATEMENT OF PROBLEM  

Ogbonna (2011) documented that Nigeria’s petroleum industry constitutes a major source 

of revenue to the government, and occupies a strategic position in the economic growth 

of Nigeria. Oil and non-oil revenue are major sources of revenue to finance government 

expenditure, however in times of recession in Nigeria there is a shift from oil and gas, to 

tax revenue and agribusiness. Onaolapo, Fasina and Adegbite (2013) continued that the 

petroleum industry is the largest generator of Gross Domestic Product (GDP) in Nigeria, 

which is Africa’s most populous nation, and contributed to national economic growth in 

varied ways through employment generation, income generation, industrialization, as well 

as improvements in other economic variables. The Economic Recovery and Growth Plan 

(ERGP, 2017) believes that the economic growth recorded during 2011-2015 which 

averaged between 4.8% per annum was mainly driven by high oil prices, and was largely 

non-inclusive. Although much has been made of its status as a major exporter of oil, 

Nigeria produces only about 3.3% of the world supply and though it is ranked as 15th in 

production at 2.2 million barrels per day. Continuing, this document (ERGP, 2017) 

maintains that: “majority of Nigerians remain under the burden of high poverty, inequality 
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and unemployment”. Fasina & Adegbite (2013), traced the problems with Nigerian 

economy to failure of successive governments to use oil revenue and excess crude oil 

income in the development of other sectors of the economy effectively and efficiently. In 

general, the performance of the various sectors of the economy such as education, 

agricultural, power, transportation, etc. has been poor (Inimino, Otubu and Akpan, 2020). 

The Niger Delta area where oil and natural gas companies are primarily located has been 

a source of conflict. This is because the oil and gas companies operating in Niger Delta, 

as well as the government, have not played the expected role to meet the economic needs 

of the Niger Delta region.  

 

OBJECTIVE OF THE STUDY 

The main objective is to determine the impact of Petroleum Profit Tax on economic 

growth while the specific objectives are: 

i. To examine the impact of Petroleum Profit Tax on National Income  

ii. To determine the impact of Petroleum Profit Tax on Gross domestic Product. 

iii. To determine the impact of Petroleum Profit Tax on Per capital Income.  

 

 

LITERATURE REVIEW 

According to the Taxes and Levies (Approved List For Collection) Act of 1998, taxes are 

divided into three parts including taxes to be collected by the Federal Government of 

Nigeria, taxes and levies to be collected by the State Governments, and levies & charges 

to be collected by the Local Governments of Nigeria. On the basis of incidence, taxes in 

Nigeria can be structured into direct tax systems including: personal income tax (PIT), 

petroleum profit tax (PPT), companies’ income tax (CIT), educational tax (ET) as well as 

indirect tax systems including value added tax (VAT) and custom & excise duty (CED). 

The government can collect revenue from the oil and gas sector through a variety of tax 

and nontax instruments (Davis, Ossowski, and Fedelino, 2016). Petroleum profit taxes and 

income tax on gas exploration are some of the fiscal instruments of economic growth in 

Nigeria. Odusola (2016) documented that PPT is a tax applicable to upstream operations 

in the oil industry; is particularly related to rents, royalties, margins, and profit-sharing 

elements associated with oil mining, prospecting and exploration leases. Petroleum profit 

tax is one of the major taxes in Nigeria in terms of its share of total revenue contributing 

95 and 70 per cent of foreign exchange earnings and government revenue, respectively 

(Onaolapo, Fasina & Adegbite, 2017) stated that aside of the provision of revenue through 

petroleum profit taxes; it is also an instrument for regulating participants in the petroleum 

industry. Adeyemi (2015) stated that the principal legislation applicable to petroleum 

operation in Nigeria is the Petroleum Profits Tax Act (PPTA) which become operative on 

the 1st January, 1958. Ilaboya & Ofiafor (2016) agree that although the act was dated 23rd 
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April 1959, the Act has retroactive effect from 1st January 1958 which was amended under 

the Petroleum Industry Act 2021.   

 

THE CONCEPT OF TAX 

The failure of the Nigerian tax laws to define the term tax has left much to be desired 

Obaje (2019). Anyaduba (2000), described tax as compulsory levy levied on the revenue, 

benefit or property of a person, family, society, corporate or non-corporate body for public 

purposes by a public authority. Egwaikhide and Udoh (2016) defined tax as a compulsory 

payment to the government on the income of taxpayers to meet the expenditure of the 

government. Based on the foregoing, it can be deduced that taxes are mainly aimed at 

financing government expenditure at all levels and to meet other public needs. According 

to David-west (2018), the word tax and taxation have been used interchangeably to mean 

the same thing, this is not so. She opined that taxation could be described as all the 

processes involved in the contract, drafting, negotiation for the design of the fiscal system, 

the legal framework, administration and imposition. ‘Taxation is among the oldest 

methods of funding the basic effective services for the general public in a given 

geographical area (Ibadin & Oladipupo 2015). According to Chigbu and Njoku (2015), it 

is understood that any nation’s tax system will decide who bears the payment burden and 

how to use the taxes collected. Okoye and Ezejiofor (2017), opined that the Nigerian tax 

system is designed as an income generation mechanism and this is the legacy of the 

government pre independent which focused on the British tax law of 1948. The tax system 

is a tripartite structure in Nigeria consisting of tax policy, tax laws and tax administration 

(Adejare, 2015). One of the most effective ways of economic growth is an effective tax 

system (Nwite, 2018). 

 

CONCEPTUAL CLASSIFICATION OF ECONOMIC GROWTH 

Economic growth is driven primarily by productivity change involving the production of 

more goods and services with the same input of labour, capital, resources and materials 

(Saheed et.al, 2014). It is noted that “growing capital stock, technological advances and 

improving the quality and level of literacy are regarded as the main causes of economic 

growth” (Ibadin & Oladipupo, 2015). Worlu and Emeka (2012) have shown that economic 

growth reflects an increase in the number of goods and services produced in a country 

over a given timeframe. Economic development and economic growth are used 

interchangeably for the most part, but there is a big difference between them, economic 

growth is an aspect of economic development. Chigbu and Njoku (2015) claimed that 

‘economic development is a sustained and permanent increase in a country’s real national 

income, followed by progressive modification in the country’s economic, political, 

technical and social structure, with the result that the per capita income of societies 

beneath the income line does not increase and development does not decrease.  
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Generally speaking, economic growth can be said to mean an increase in the quality and 

quantity of resources in an economy (Adofu and Alhassan, 2018; Egwu, 2018; Haller, 

2016; Orugbani, 2011). Also, Udeh, Okoroafor and Ihezie (2013) conceptualized 

economic growth as an increasing productive capacity of the country to fulfil the needs 

and wants of the economy overtime. Similarly, according to Haller (2016), economic 

growth is a process of increasing the size of national economies, with macroeconomic 

indications, especially per capita Gross Domestic Product (GDP), in an upward but not 

necessarily linear direction, with positive effects on the economic and social indices of the 

economy. Thus, economic growth is conventionally measured as the percentage rate of 

increase in Real Gross Domestic Product or Real GDP. 

 

OIL INDUSTRY AND THE NIGERIAN ECONOMY  

In terms of the impact of the industry on economic indicators responsible for economic 

growth in Nigeria, the contribution of oil and gas sector to growth and development in the 

Nigerian economy can be identified (Onaolapo, Fasina & Adegbite, 2013). This sector is 

at the core of Nigeria’s economy and requires sustainability if the country is to achieve 

real economic growth (Jibrin, Blessing & Ifurueze, 2012). The Nigerian petroleum 

industry is divided into three broad categories; upstream (exploration, development and 

production), midstream (transportation) and the downstream which involves activities that 

culminate in value addition and improvement upon products of the upstream activities 

such as, refining and servicing (Babajide, Arimoro & Kabir, 2015). Countries fortunate 

enough to have this product (crude oil) can attribute their development on these resources 

(Azaiki & Shagari, 2007). The sales of crude oil and gas are the main sources of oil 

revenue, petroleum profit tax and royalties, and so on. Nevertheless, these revenues cause 

economic growth to rise or decrease depending on the type of government-adopted theory, 

policy and realistic implementation (Jibrin, S,M. Success, E.B, & Ifurueze, M.S.K 2012). 

The discovery of crude oil has had a positive and adverse impact on the Nigerian economy 

(Odularu, 2008). The high potential of petroleum exploration and production of petroleum 

and depletion makes it an environmental tax priority (Nwete, 2004). Cases of pipeline 

breaks bring about oil spillage on freshwater creatures like fishes and on land, which 

makes it unfertile for farming activities leaving the inhabitants of such affected 

geographical areas with no means of getting food crops and even water for drinking. One 

of the main types of tax is the petroleum profit tax, which accounts for more than 85% 

revenue to developing economies and 30% to developed countries (Babajide N., Arimore, 

P.. & Kabir, Y. 2015). 

 

THE CONCEPT OF PETROLEUM PROFIT TAX  

As specified in the 1959 Petroleum Profit Tax Act, it is a liability that occurs when a 

corporation disposes of chargeable oil and gas. The levy is on the company’s profit from 

oil activities under the Nigerian Petroleum Income Tax Act (Okoh, Onyekwelu & Iyidiobi, 
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2016).” Petroleum profit tax is levied, assessed and payable on the profits or income of 

each accounting period of any corporation engaged in petroleum operations during any 

such accounting period, usually one year (January to December).” (Anvanwu, 1977) 

According to Attamah (2004), the Petroleum Profit Tax is legislation that imposes a tax 

on profits from petroleum extraction in Nigeria and provides for its estimation and 

collection and the associated purposes. Petroleum profit tax (PAT) is a tax that refers to 

upstream activities in the oil and gas industry, according to Odusola (2006). Income tax 

applies mainly to leases, dividends, premiums and profit-sharing clients involved with oil 

exploration, prospecting and leasing (Onaolapo et.al, 2013). Compared to the taxes of 

other segments and businesses, petroleum tax has certain specific characteristics resulting 

from the special characteristics of the oil industry, the central importance of the oil and 

gas sectors to both developed and developing economies, the instability in the cost of oil, 

the high production and development charges, insecurity linked with petroleum, general 

features of individual oilfields and re-investment possibilities (Saheed, Z.S, Abarshi, J.A 

& Ejide, S.I, 2014). Because of the significance that the federal government of Nigeria 

attaches to oil exploration and production, taxing the income of companies engaged in 

such activities inevitably results from a tax act other than the corporate tax act (Jibrin et. 

al, 2012). They also opined that export of oil to the international market commenced in 

1958, this act became effective on 1 January 1959. The Petroleum Profit Tax Act (PPTA) 

is the law under which petroleum profit is paid. The Federal Military Government first 

revised it in January 1967 by Decree No. 1 of 1967 (Emmanuel & Adejare, 2014) and of 

recent amended in 2021.. 

According to Odusola (2016), petroleum profit tax (PPT) is a tax applicable to upstream 

operations in the oil industry. It is particularly related to rents, royalties, margins and profit 

sharing elements associated with oil mining, prospecting and exploration leases. It is the 

most important tax in Nigeria in terms of its share of total revenue contributing 95 and 70 

percent of foreign exchange earnings and government revenue, respectively. Petroleum 

operation as defined in the PPTA essentially involves petroleum exploration, 

development, production and sale of crude oil.  

 

OVERVIEW OF PETROLEUM PROFIT TAX (PPT) IN NIGERIA  

Following the discovery of oil in a large commercial quantity, the enactment of petroleum 

profit tax in 1959 came into being. Though, it is noteworthy that the significance of 

petroleum to the Nigerian economy amounted to the enactment of a different law 

regulating the taxation of incomes from petroleum operations (Nwezeaku 2015). The 

enacted Act(s) was promoted mainly to regulates the activities of the operators in the 

upstream subsector of the petroleum industry and as a means of enhancing government 

earnings through the petroleum industry (Ibrahim, et al., 2018). Notably, the section 8 of 

Petroleum Profit Tax Act (PPTA) stresses that every company involved in petroleum 

operations is under compulsion to make returns, along with appropriately annual audited 

accounts and estimated tax computations, within a specified time after the end of each 

accounting period. Petroleum profit tax therefore includes levying of tax on the incomes 
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accruing from petroleum operations (Nwezeaku 2005). The petroleum profit tax is 

charged, assessed and payable upon the profits of each accounting period of any 

firm/company involved in the operations in petroleum industry during its accounting 

period, usually one year (January to December) (Anyanwu, 1993). The profits of a 

company in relation to the accounting period is the aggregate of:  

(i) the incomes from sales of all chargeable oil during that period;  

(ii) the monetary value of all chargeable oil sales in that period;  

(iii) the monetary value of all chargeable natural gas in that period; and 

(iv) all proceeds of the company of that period incidental to and arising from any 

one or more of its petroleum operations (i.e. winning or obtaining and 

transportation of petroleum or chargeable oil in Nigeria by or on behalf of a 

company, for its own account by any drilling, mining, extracting or others like 

operations or process, not including refining at a refinery, in course of a 

business carried on by the company engaged in such operations, and all other 

operations, incidental there to and any sale of or disposal of chargeable oil by 

or on behalf of the company (cited in Onaolapo, Fasina and Adegbite, 2013). 

 

Nonetheless, the purpose of petroleum profit tax on one hand is to specify crude oil sales 

valued at the prices truly recognized by the oil producing company in the global oil market. 

On the other hand, the specified value has to be likened to the value at the posted price 

and make comparison between the specified sales value and the posted price to aid in the 

determination of accurate tax rate. If for instance, the specified value is higher than the 

posted price, tax is then based on the posted price, but if in contrary the specified value is 

lower than the posted price, then the tax would be base on the specified values (Oremade, 

2016). Though, sales of crude oil for local refining and sales of gas are valued for 

petroleum profit tax purposes at the real amount actualized on the sale. The management 

and supervision of PPTA comes under the watch and control of the Federal Board of 

Inland Revenue (Ofe, Onyemachi and Caroline, 2018). The tax laws according to 

Adekanola (2017) have been conferred with authority to assess, collect and account for all 

taxes from corporate entities on the Federal Inland Revenue Services (FIRS). Taxes 

administered at the Federal level comprise the Petroleum Profits Tax, Companies Income 

Tax, Education tax, Technology Tax, Stamp Duties and the Value Added Tax as well as 

the Capital Gain Tax, when such capital gains are realized by the business entities and 

Personal Income Tax from Armed forces and Foreign Affairs staff. Ofe et al (2018) 

stressed more that the Board may ensure all acts as may be deemed essential and expedient 

for the valuation and mobilization of the tax, and shall be made to explain for all amounts 

so collected in a modus to be appropriate to the Federal Minister of Finance. Whenever 

the Board shall consider it obligatory with respect to any tax due, it may obtain, grip and 

demand of any tax or of any judgment debt/balance due in reference of any tax and shall 

explain for any such property and the earnings of sale thereof in a way to be prearranged 

by the Minister of Finance. The Board may charge and be charged in its authorized name. 

In the application of the authorities and responsibilities deliberated upon it, the Board shall 

be subject to the authority, instruction and control of the Minister of Finance. Any written 

instruction or order given by the Minister after session with the chairman of the Board 

shall be executed by the Board. Conversely, the Minister shall not give any such 

instruction in respect of any particular firm which would have the consequences of 
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demanding the Board to raise or lower any assessment made or to be levied upon or any 

reprieve to give tax, punishment or judgment debt due by such firm would have the 

consequence of varying the usual course of any earnings, whether courteous or illegal, 

linking either to the retrieval of any tax or punishment or to any wrongdoing relating to 

the tax. Any Act, matter or thing ready by or with the authority of the Board in fulfillment 

of the requirements of PPTA shall not be subject to encounter on the ground that such was 

not or was not period to be in accordance with any direction, order or instruction given by 

the Minister (Ofe et al 2018). Oil firms that only market petroleum products comprising 

firms involved in refining of crude oil such as petrol do not fall into the category of 

companies/firms involving in petroleum operations and they are then taxable under 

Companies Income Tax Act (CITA). Where a company is engaged in both petroleum 

operation and marketing of petroleum product, the transaction results from the petroleum 

operations would be taxed under the Petroleum Profits Tax while the results from the 

marketing activities will be taxed under the Companies Income Tax Act separately. 

 

CONTRIBUTIONS OF PETROLEUM INDUSTRY TO GROWTH OF THE 

NIGERIAN ECONOMY  

The contributions of the petroleum industry to growth and development of the Nigerian 

economy can be enumerated in terms of the industry’s impacts on the economic variables 

responsible for economic growth in Nigeria. The contributions of petroleum industry can 

also be analysed in terms of its share of revenue generation in the Nigerian economy. The 

petroleum industry has contributed immensely in both foreign exchange reserves and 

government revenues (Onyemaechi, 2017). It has been observed that the government share 

of crude oil revenue as a result of various joint venture agreements with the international 

oil producing companies is roughly 70 percent of revenues accruing from crude oil 

transactions. He said further that the petroleum industry can also contribute significantly 

to growth and development of the Nigerian economy through foreign direct investment 

(FDI). Foreign direct investment (FDI) has been referred to as real investment interactions 

of the rest of the world with a given domestic economy. Whether these interactions 

encourage or discourage economic growth depends on the area of strength of the economy 

concerned and purpose of the investment. 

 

GROSS DOMESTIC PRODUCT  

A person is regarded as employed if he/she is engaged in the production of goods and 

services, thereby contributing to the Gross Domestic Product (GDP) in a legitimate 

manner, which is a component of the national accounts and receives any form or amount 

of compensation for that activity. Any of these can cause fluctuations in the economically 

active and labour force population at any given time. There is no universal standard 

definition of unemployment as various countries adopt definitions to suit their local 

priorities. However, all countries use the International Labour Organization's (ILO) 

definition, or a variant of it to compute unemployment. The ILO   definition covers persons 

aged 15-64 who during the reference period (which is usually the week preceding the time 

the survey is administered) were available for work, actively seeking work, but were 

unable to find work. 

 

PETROLEUM PROFIT TAX 
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Petroleum Profit Tax is a liability that takes place when a company dispose of chargeable 

oil and gas. The levy is on the firm’s profit from oil activities under the Nigeria Petroleum 

Income Tax Act (Okoh et al, 2016). According to Obaretin and Monye-Emina (2019), 

petroleum profit tax is levied, evaluated and payable on the profits or income of each 

accounting period of any firm engaged in petroleum operations during any such 

accounting period, usually one year (January to December), The petroleum profit tax is 

legislation that levies a tax on profits from petroleum extraction in Nigeria and provides 

the estimation and collection and the related purpose. It is a tax that refers to upstream 

activities in the oil and gas industry. Olatunji and Adegbite (2017) state that petroleum 

profit tax ( PPT) is a tax related to upstream operations operation in the oil industry in 

Nigeria. It is principally related to rents, royalties, margins and profit-sharing elements 

associated with oil mining, prospecting and exploration leases.  

 

PER CAPITAL INCOME  

Per capita income is a measure of the amount of money earned per person in a nation or 

geographic region. Per capita income can be used to determine the average per-person 

income for an area and to evaluate the standard of living and quality of life of the 

population. Per capita income for a nation is calculated by dividing the country's national 

income by its population. 

Per capita income for a nation is calculated by dividing the country's national income by 

its population.  

 

 CONCEPTUAL FRAMEWORK  

 

 

 

 

 

 

Developed by the researcher 

 

RESEARCH METHODOLOGY 

This research adopted an ex post facto research design. Ex post facto research is a logical 

experimental investigation in which the researcher does not have uninterrupted 

manipulation of independent variables because their expressions have at present happened 

or because they are essentially not influenced (Kpolovie, 2018). The design permits the 

measurement of changes in a variable from one period to another (i.e., the description of 

patterns of change over time). Also, time-series studies facilitate the prediction of future 

outcomes based upon earlier factors. Overall, this design is tailored after a quantitative 

approach whereby secondary data ranging from 2012 to 2021 is collected and used for 

data analysis.  

Petroleum profit tax 

Gross domestic product 

Per capital income 

National income 
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The population of this study is the National economic data relevant to this study. However, 

this is restricted to NI, GDP and PCI. 

 The study is secondary data. Secondary data was further divided into raw secondary data, 

where there have been little if any, processing and compiled secondary data which has 

received some degree of selection or summarization.  

The method of data analysis will be multiple regression analysis.  

 

Data Presentation, Analysis and Interpretations 

Table 4.1: Descriptive Statistics  (N= 25) 

 
 

Correlation Analysis 

The correlation matrix seeks to determine the relationships that exist between variables 

used in the research. Table 4.2 indicates the relationship that exists short term financing 

decision and Petroleum Profit Tax. The relationship between Petroleum Profit Tax and 

National Income is positive  at -0.0799, this means that increase in Petroleum Profit Tax 

does not lead to increase in National Income or vice versa. This is actually obvious that 

firm with low Petroleum Profit Tax is expected to have a low National Income. Also, 

Petroleum Profit Tax Is negatively correlated with GDP at -0.1024 this implies that 

increase in GDP leads to increase in Petroleum Profit Tax of the economy.  

Correlated to Per capital income, Per capital income with a coefficient of -0.0654. This 

implies that a decrease in Per capital income leads to decrease in Petroleum Profit Tax of 

listed companies in the Nigerian Stock Exchange  

The relationship between National Income and GDP is positive  at -0.8411, this means 

that increase in National Income  lead to no increase in GDP or vice versa. This is actually 

obvious that ecnomy with low National Income is expected to have a low GDP. Also, 

National Income is negatively correlated with per capital income at 0.3013 this implies 

that increase in National Income leads to decrease in per capital income of the economy.  

GDP is negatively correlated with per capital income at 0.5627 this implies that increase 

in GDP leads to decrease in per capital income of listed oil and gas firms in the Nigeria 

Stock exchange. 

 

Correlation Analysis  

 
 

 Petrolium Profit Tax has no significant impact on National Income.  

         pci          25    3.318065    .0183502   3.294246   3.348305
         gdp          25    5.149784    .0650732   5.055805   5.239369
          ni          25    2.611881    .0209978   2.585167   2.647422
         ppt          25    5.976365    .5788606   4.171668   6.901645
                                                                      
    Variable         Obs        Mean    Std. Dev.       Min        Max

         pci    -0.0654   0.3013   0.5627   1.0000
         gdp    -0.1024   0.8411   1.0000
          ni    -0.0799   1.0000
         ppt     1.0000
                                                  
                    ppt       ni      gdp      pci
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Source: (extracted from Stata version 11) output 2022. 

 

Regression Result on petroleum profit tax  and Gross domestic product   

Model 2 in this study was design to test effect of petroleum profit tax on Gross domestic 

product . From table 4.4.1.2, the regression result reveals that the impact of petroleum 

profit tax  on Gross domestic product  has a coefficient of -0.911 and a p-value of 0.626. 

This implies that petroleum profit tax has insignificant effect on Gross domestic product. 

This means that an improved in petroleum profit tax leads to no increase in Gross domestic 

product of the economy.  

 

 Petrolium Profit Tax has no significant impact on Gross Domestic product.  

 
Source: (extracted from Stata Version 11) Output 2022. 

 

 Petrolium Profit Tax has no significant impact on Per Capital Income. 

 

 
Source: (Extracted from Stata Version 11) Output 2022. 

 

 

                                                                              
       _cons     11.72914   14.96623     0.78   0.441    -19.23087    42.68915
          ni    -2.202542   5.729881    -0.38   0.704     -14.0557    9.650621
                                                                              
         ppt        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    8.04190942    24  .335079559           Root MSE      =  .58942
                                                       Adj R-squared = -0.0368
    Residual    7.99057516    23  .347416311           R-squared     =  0.0064
       Model    .051334265     1  .051334265           Prob > F      =  0.7042
                                                       F(  1,    23) =    0.15
      Source         SS       df       MS              Number of obs =      25

                                                                              
       _cons     10.66804   9.502559     1.12   0.273    -8.989498    30.32558
         gdp    -.9110436   1.845093    -0.49   0.626    -4.727909    2.905822
                                                                              
         ppt        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    8.04190942    24  .335079559           Root MSE      =   .5882
                                                       Adj R-squared = -0.0325
    Residual    7.95755774    23  .345980771           R-squared     =  0.0105
       Model    .084351676     1  .084351676           Prob > F      =  0.6262
                                                       F(  1,    23) =    0.24
      Source         SS       df       MS              Number of obs =      25

                                                                              
       _cons     12.81944   21.77859     0.59   0.562    -32.23301    57.87189
         pci     -2.06237   6.563547    -0.31   0.756     -15.6401    11.51536
                                                                              
         ppt        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    8.04190942    24  .335079559           Root MSE      =  .59005
                                                       Adj R-squared = -0.0390
    Residual    8.00753566    23  .348153724           R-squared     =  0.0043
       Model    .034373765     1  .034373765           Prob > F      =  0.7562
                                                       F(  1,    23) =    0.10
      Source         SS       df       MS              Number of obs =      25
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Conclusion  

Petroleum sector in Nigeria has the potential to contribute much more to Nigeria’s GDP 

than it current does. The Federal Government of Nigeria must not be complacent because 

the sector funds nearly all of the Federal Government’s revenue (through royalty payments 

and taxes). Recent policy interventions by the Federal Government must be commended. 

The challenge and true test The will be in the implementation of the policies. With 

increased in-country petroleum refining capacity, the petroleum sector will be more 

connected to the wider economy, resulting in a greater contribution the country’s GDP. 

This is probably the only route of the so-called ‘resource curse’ that Nigeria seems to be 

suffering from. 

Based on the findings made in the course of this study, it is recommended that:  
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