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ABSTRACT 

Since the early 1990 when Nigeria found a new money spinner in oil, o thcr 

s ec to r s of the economy like a g r i c u l t u r e and manufac tu r ing were re lega ted to the 

b a c k g r o u n d . Thus Nigeria became a rnonocultural economy, with oil accoun t ing 

for more than ninety pe rcen t of its total foreign exchange e a r i n g s . 

With the collapse of In te rna t iona l oil p r ice of 1981 and p e r s i s t e n t sof tening 

of the In te rna t iona l oil s ince then , and par t ly in domestic lapses led to in terna l 

and external debt cr ises . 

The failuare of s t r u c t u r a l ad jus tmen t programme and o ther rnonetary 

measures to rectify the fiscal imbalances made the governmenl to i n t r o d u c e Value 

Added Tax as a means of not only d ivers i fy ing tlie r e v e n u e base of government 

but to gene ra t e r evenue to improve the qual i ty opf life of Niger ians . The use 

of taxation like Value Added Tax and the effort towards accountab i l i ty and 

t r a n s p a r e n c y on the the par t of government lias con t r i bu t ed to the fiscal s u r p l u s 

recorded in the first q u a r t e r of 1995. A s a resul t of t he se , sound fiscal policy 

measures have been recognized as a key factor in the economic recovery of 

Nigeria. Their role in the economic h i s to ry of the c o u n t r y cannot be 

overemphasized, They are found in all s p h e r e s of government policy formulation 

leading to macro-economic s tabi l i ty in the c o u n t r y . 

Sound, important t e chn iques for examining a c o u n t r y ' s economic 

performance GOP, Domestic Price. Growth or Money s tock, Growth or Credi t , 

Balance of payments and Foreign Exchange flow have come to the forefront . 

i s sues per ta in ing to Fiscal Policy formulation, implementation, execut ion. 

eva lua t ions a r e being sc ru t in ized by policy makers the public and academicians . 



vii 

However, Value Added Tax being a new innovation in Nigeria, there exists 

the problem of inadequate publications on VAT to educate the public on the need to 

live upto their civic responsibilities thereby contributing their quota to the economic 

recovery of Nigeria. The few publications that arc available arc complex and not 

easily understood by the public. 

The shortcoming in this sector of the economy has led to many research 

being conducted in this area. The nature of taxation is complex itself and has 

always made research into the area not only difficult but challenging. 

Improving the quality of Fiscal Policy measures will not only lead to 

economic recovery but macro-economic stability, it is for this reason that the focus 

of this study is upon the assessment of Value Added Tax as a Fiscal Policy measure 

for economic recovery in Nigeria. 
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Jan Feb Mar Apr May 
Months 

Source: Newswatch July, 19 1994. 

The VAT yield shrank by N253,144,183 from N800,036,763 in June to N546,891,940 in 
July and futthcr diminished by N54,519,429 to N492.3 in in August due to the political crises that 
paralysed the economy from June to late August 1994. In 1994 VAT realised as much as Nl 
billion on a monthly basis in September and December amounting to a total yield of tax in the first 
year of operation of N8,195,154,14 5.00 

VAT COLLECTION FIGURES FROM JAN. TO SEPTEMBER, 1994. 

J n i i a m y 

February 
Maich 
April 
May 
June 
July 
Aufjujil 

September 
I olnl 

IMPORT ( - N - ) 
109,2 M, 566.00 
508,401,793.00 
420,926,316.00 
283,523,383.00 
356,902,111.00 
393,044,347.00 
258,773,8-12.00 
232,021,495.00 

-AZLG3Hk&L<LQQ 
3,020,488,263.00 

NON-IMI'ORT ( -N~) 
12,453,437.00 
60,526, J 31.00 

303,4 55,167.00 
24 7,815,378.00 
345,319,628.00 
406,156,051.00 
285,935,024.00 
260,033,718.00 

J5a5A2.2*2£LQQ. 
2,457,187,499.00 

TOTAL (-N*-> 
121,668,093.00 
568,927,924.00 
724,381,483.00 
531,338,561.00 
702,221,739.00 
799,200,398.00 
544,708,866.00 
492,055,213.00 

•22JaZ3*SZMQ 
5,477,675,852.00 

>'<>tirec: The Nigcrinn I-couomifll November 14 1994 
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