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Abstract:-Tax revenue is an essential aspect of government 

revenue considered as the wheel of economic development of a 

nation and it facilitates the implementation of the fiscal policy of 

the government. Quite a few reforms have been carried out in 

Nigeria tax system to improve the tax revenue but yielded little 

effect as the country still experiences over-dependence on oil 

revenue. This study explored another alternative that may 

influence and improve tax revenue without necessarily reviewing 

tax rate that may adversely affect taxpayers' purchasing power 

in the long run. Several studies were carried out on the impact of 

institutional factors on tax revenue in developing nations using 

panel data analysis without specific effect, but it seems not many 

have been conducted in Nigeria. The study evaluated the 

influence of voice and accountability as institutional factor 

jointly with economic factors which are industry share in GDP, 

the share of Agriculture in GDP, trade openness and inflation 

held as control variables on tax revenue in Nigeria. 

The ex-postfacto research design was adopted for this study. The 

geographical coverage of the study is Nigeria. Secondary data 

were obtained from the reports of Federal Inland Revenue 

Service, Political Risk Services of International Country Risk 

Guide and the World Bank Development Index for a period 

covering 1984-2017 using purposive sampling technique the 

study adopted descriptive and inferential (regression) statistics 

for data analysis. 

The study found that significant relationship existed 

betweenvoice and accountability and tax revenue (β = 0.0413; p< 

0.05; t(34) = 2,54; R2= 0.99 ) in line with a priori expectation. 

There was also a significant positive relationship between control 

variables. The researcher recommended that government should 

improve on voice and accountability to improve tax revenue 

through voluntary compliance to tax laws  

Keywords: Voice and Accountability, Tax Revenue, Institutional 

factors, Economic factors, Nigeria 

I. INTRODUCTION 

ax is a financial levy charged on individual and entities 

by the state using various methods as a direct or indirect 

tax (Animasaun, 2016). A direct tax is paid directly by 

taxpayers while the indirect tax is collected by intermediaries 

from taxpayers and remitted to the Government, such tax is 

the value-added tax or sales tax. Taxation is an important 

aspect of revenue generation to run various programs of 

government in an economy (Amin, Nadeem, Parveen, Kamran 

& Anwar, 2014). Akintoye and Tashie (2013) asserted that tax 

revenue enables the government to meet her basic goods and 

services such as softcore and hard-core infrastructure, 

government overhead and other social activities of the 

government. In general, tax revenue is vital to the growth of 

the living standard of the public in a country by enhancing the 

execution of policies and strategies (Olajide, 2015). The 

potentials of public sector performance can be better boosted 

using taxation as an instrument to fund the social insurance 

program and public debt settlement (Kebede & Tegegn, 

2016). 

According to Smith (1776), a political economy’s first object 

is to ensure a considerable source of adequate revenue and 

supply to the state or commonwealth for the procurement of 

public goods and services. Tax revenue is considered as the 

wheel of economic development of a nation, and it enables the 

government to meet the basic needs of governance seamlessly 

as it relates to infrastructural development, running of 

governance, maintaining the international relationship, 

security and other essential goods and services of the 

government. Globally, the critical role played by the tax in 

sustainable development and governance as a source of 

government revenue cannot be over-emphasized (Hassan, 

2010). 

Research Problem 

The dropin oil revenue, being the mainstay of Nigerian 

Economy has thoughtfully put the country in a hard time 

leaving her with the only alternative to make use of this 

challenge as an opportunity to reframe her developmental 

agenda in the wake of fiscal crisis rocking the economy. 

Government expenditure on necessary infrastructure is on the 

increase due to the rise in demand for public goods such as 

road/maritime/aviation, health, and education which in the 

same vein should be financed by a commensurate increase in 

Government revenue (Omolehinwa & Naiyeju,2011, Ubani, 

2013). The strength of the Federal Government to meet the 

continued growth in demand for public goods is weakened by 

the decline in oil revenue hence the need to reassess the tax 

revenue for optimization to bail-out oil revenue shortfalls. The 

gap in revenue and expenditure is a severe challenge affecting 

the finance of Federal Government in recent time which 

forced the Federal Government to embark on deficit budget as 

in current time. It is imperative to note that the practice of 

financing budget with debt is not sustainable as a time will 

come that all revenue received will be available to service 

debt hence, the need to refocus on the possible way to 

T 
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improve our tax administration with the ultimate goal of 

improving the nation's tax revenue.  

Several reforms have been conducted in the country's tax 

system to improve the tax revenue of the state but yielded 

little effect as the country still experience over-dependence on 

oil revenue while revenue realizes from taxes is still very low 

(Akintoye and Tashie, 2013). This study deemed it fit to 

examine another alternative that may influence and improve 

tax revenue without necessarily reviewing tax rate that may 

adversely affect taxpayers' purchasing power at the long run 

(Gravelle, & Marples, 2014). We decided to examine the 

possibility of driving improved tax revenue by institutional 

factors which are the indicators of governance as defined by 

Kaufmann, Kraay and Mastruzzi (2010). Several studies that 

are not country-specific has been carried out on the impact of 

institutional qualities and structural factors on tax revenue 

using panel data which does not capture the specific 

characteristics of the individual country, Nigeria inclusive. 

According to Lien (2015), one of the challenges confronting 

tax revenue in the area of tax administration is institutional 

problems. Institutional problems are prevalent in developing 

countries Nigeria inclusive which affected the finance of 

budget over the years. Unimproved voice and 

accountabilityappear to be the significant problem in making 

tax management and collection a difficult task. Ajaz and 

Ahmad (2010) opined that lack of voice and accountability 

impact negatively on revenue of the government whereas 

good governance increases it more considerably. However, 

tax revenue in high-income countries is at a variance of 10% 

compared to that of low-income countries (Lien, 2015).It 

seems that tax revenue generated by developing countries is 

very low due to some institutional challenges such as 

accountability problems from the government and ineffective 

administration, policies and laws of the tax system. It is 

believed that improvement of the quality of government 

institutions is germane to improving the quantum of tax 

revenue generation in the developing countries coupled with 

the quality of structural factors (Ajaz & Ahmad, 2010). 

Therefore, the primary determinant of tax collection in both 

developing and developed countries is institutional factors as 

institution problems are regarded in developing countries as 

the main reason for abysmal tax collection (Ghura, 1998). The 

researcher thinks that improvement of voice and 

accountability as an institutional factor will influence 

positively the volume of tax revenue generated in Nigeria as a 

priori expectation. 

Research Objective, Question and Hypothesis 

The objective of the study was to examine the effect of Voice 

and Accountability on tax revenue in Nigeria; The research 

question and hypothesis were stated below: 

What is the impact of Voice and Accountability on Tax 

Revenue in Nigeria? 

H0: Voice and Accountability do not have a significant effect 

on Tax Revenue in Nigeria. 

II. REVIEW OF LITERATURE 

Adam Smith (1776) postulated that the qualities of a good tax 

are equitability, efficiency, neutrality, flexibility, and 

simplicity. These principles are still the guide for policy 

formulation until today, and they are still useful. Nevertheless, 

it is impossible to accomplish all in one tax policy; hence 

Abiola and Asiweh (2012) stated that there is no good tax. It 

is premised on the fact that an efficient tax may be unfair. A 

fair tax may not be automatically considered as productive 

and efficient tax might on the other hand not be deemed 

equitable. Tax policy can only gain compliance if it is widely 

accepted by the population through trust in government which 

means a good tax system must be in line with the five cannon 

of tax system of being equitable, neutral, efficient, flexible 

and simple before it can be widely accepted by the citizens 

(Adam Smith, 1776). 

The tax system in Nigeria constitute the tax policy, the tax 

laws, and the tax administration.  For the economy of the 

nation to improve, all those as mentioned earlier must work 

together. According to the Presidential Committee on 

National tax policy (Federal Ministry of Finance,2016), the 

principal objective of the Nigerian tax system is to contribute 

to the welfare of all Nigerians unswervingly through better-

quality policy formulation and indirectly through proper 

utilization of tax revenue harnessed for the advantage of the 

people. In the course of generating revenue to realize this 

goal, the tax system is anticipated to minimize distortion in 

the economy. According to the Presidential committee on 

National Tax policy (Federal Ministry of Finance,2016), it is 

expected that Nigeria Tax system be set to; 

1. Boost economic growth and development. 

2. Create stable revenue to achieve laudable 

developmental projects and or investment for the 

consumption of the people. 

3. Deliver economic stabilization. 

4. Pursue fairness and distributive equity. 

5. Rectification of market failure and imperfection. 

In the attempt to achieve the expectations stated above, the 

National Tax Policy is expected to be in tandem with the 

cannon of taxation as the grease to an efficient and effective 

tax system. The term called multiplicity of tax and collecting 

entities at the three tiers of government levels in Nigeria has 

flawed the Nigerian tax system (Abiola & Asiweh, 

2012).Bhatia (2012) maintained that principles of taxation 

mean the required suitable standards that must be used in the 

development and assessment of tax structure. According to 

Jhingan (2009), these principles are ideas resulting from the 

welfare economist to accomplish the broader aims of social 

justice. He further affirms that the first economist to lay down 

four of the principles also known as the canon of taxation was 

Adams Smith. The additional few canons were added by the 
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subsequent economists.  Isola (2011) listed the principles of 

taxation as equality, convenience. Certainty, economy, 

productivity, flexibility, simplicity, and diversity.  

There are several theories that informed the practice of 

taxation from creation — starting with physiocratic theory 

which assumes that land can adequately provide for the tax 

revenue needed to run the welfare and security needs of the 

government for the society. The physiocrats opined that 

farming is good enough to supply the revenue needed for the 

government to implement her fiscal policy. The proponents 

advised that tax should be sourced from single levy from 

farming upon the land. The theory has been proved wrong by 

many researchers on many discourses at different facets of 

scholastic engagements that tax revenue sourced from 

agriculture cannot be adequate to run the programs of the 

government (Musa, Nwachukwu & Success, 2018). 

This argument led to the proposition of financial theory which 

assumes the principle of ―pluck the goose with as little 

squealing as possible". This means to get the maximum tax 

revenue with little effort without necessarily sharing the 

burden of tax equitably base on capacity. The theory was 

criticized at several frontiers that the principle of equity is not 

observed by the theory. The fact that it allows the poor to pay 

more than the rich informed the criticism. The theory did not 

give room for the equals to be treated equally and unequal be 

treated unequally. The theory was subsequently jettisoned for 

the cost of service theory and benefit theory, faculty theory of 

taxation fiscal exchange theory, economic deterrence theory 

and political legitimacy theory (Musa et al., 2018) 

In the opinion of Ishola (2016), cost of services theory 

emphasizes a balanced budget policy which implies the state 

is expected to conscientiously recover the cost of services 

rendered to the members of the society. The theory's 

assumption is like that of benefit received theory which 

underlines the cost-benefit relationship on a trading matter 

between the members of the nation and the state. In this 

theory, the state is asked to provide fundamental functions 

such as security, welfare, and international relation while the 

cost must be recovered from the citizens. This theory was 

criticized on the basis that no individual can meet up with the 

loss of governance as it is fixed arbitrarily  

According to Akintoye and Dada (2013), the theory 

emphasized that taxpayer should be imposed with a tax that 

his ability can shoulder. The taxpayer should only pay tax 

because he can spend it. The theory underlines the clear value 

judgment of the distributive effect of taxes (Mberere,2011). 

The similar capacity to pay by the taxpayers should form the 

basis of their share from the tax burden. Bhartia (2012) 

opinedthat the basis of exchange relationship between the 

state and taxpayers formed the assumption upon which the 

benefit received theory rested. The citizens provide is equal 

measure in terms of their contribution(taxes) to the cost of 

supplies in terms of public goods and services received from 

the state while the state in their responsibility provides public 

products and services to the citizens in response to the taxes 

collected from them. It was further argued that benefits 

received from government expenditure should be the basis for 

allocation of taxes. 

Most people do not like paying the tax due to its adverse 

effect on their income. It was further reported that only a few 

taxpayers are excited about compliance with tax laws and 

levies which brought about the economic deterrence theory 

emphasizing that when the rate of tax is high, the citizens will 

indulge in tax avoidance and evasion. The taxpayers will look 

for loopholes in the law to avoid tax burden or even commit 

understatement of income of non-disclosure of income to 

evade tax. 

The Political legitimacy theory is the underpinning theory of 

this study that the trust of the citizens in government would 

bring voluntary compliance with extant laws. The faith of the 

citizens in government can be elicited if the voice of the 

citizens is heard in the selection, monitoring and replacement 

of government in a credible election that leads to democratic 

institution. Also, the government is also expected to be 

accountable to the people by rendering from time to time the 

outcome of its stewardship. 

2.1 Measures of Voice and Accountability 

Existing research studies reveal some significant sources of 

performance measurement of the quality of institutions and 

governance. The sources are globally adopted for research 

work but are differentiated by the number of countries 

studied, length of time, objectivity and method of data 

collection. Some of these institutional performance indicators 

are: Freedom House, International Country Risk Guide 

(ICRG), Business Environmental Risk Intelligence (BERI), 

1997 World Bank Report (WDR97), Transparency 

International (TI), Kaufmann, Kraay & Zoido-Lobaton 

(KKZ). This study adopted the data of Political Risk Service 

(PRS) of the International Country Risk Guide as the only 

organization that has political risk data on Nigeria from 1984 

to 2017. The organization used twelve variables to determine 

the governance risk of each country studied; the variables 

were, in turn, adapted into the six governance indicators of 

worldwide governance indicators of World Bank. Voice and 

Accountability is measured with the sum of the metrics of the 

military in government and democratic accountability 

(Political Risk Services International Country Risk Guide) 

2.2 Voice and Accountability and tax revenue  

Voice and accountability play an essential role in the 

determination of the level of tax effort of developing and 

transition countries (Richard, Jorge& Benno, 2008). If the 

government's control over the freedom of press and freedom 

of association is increased, the tax ratio tends to decrease.  

This suggests that accountability plays a valuable role as a 

controlling tool for growth.  Citizens are informed and 

become mindful of their right politically through the help of 

Press. However, this is not the case in the countries like the 



International Journal of Research and Innovation in Social Science (IJRISS) |Volume III, Issue IV, April 2019|ISSN 2454-6186 

 

www.rsisinternational.org Page 84 
 

Arabian Peninsula, Singapore, and even Malaysia. Evidence 

from previous studies reveal that inverse relationship exists 

between the welfare and citizens’ voice.    

According to Dutta and Roy (2009), freedom of the press as 

part of voice exhibits an inverse relationship with foreign 

investment. This justifies why countries with high level of 

press freedom record low Foreign Direct Investment. Another 

study that explains the relationship that exists between voice 

and accountability in government and the welfare of the 

people is the study by Lien (2015). According to the author, 

the trust in government through citizens involvement in the 

selection, monitoring, and replacement of government impart 

positively in voluntary compliance to tax laws. Nevertheless, 

the previous study also shows that a higher distribution of 

wealth is influenced by a higher level of accountability.  

Torgler (2003), in his study to gain improved insight into 

direct democracy of Swiss where there is a difference in the 

involvement levels and democracy across different regions, 

made use of two separate data sets at individual level for a 

period from 1996 to 1999 - World Values Survey and 

International Social Survey Program. He argues that there is a 

positive and significant relationship between tax payment and 

local autonomy, direct democracy, people's trust in the 

government, court, and judicial system. 

An empirical study on a panel dataset of 32 American 

countries over a period from 1990 to 2009 using GMM with 

two different models involving random effect model (REM) 

and the fixed effect model (FEM). The outcome of the study 

shows that a one percent increase in a free democracy is 

equivalent to an increase of a point two percent of government 

income (Dioda, 2012). 

In the work of Martin (2014), Taxation, Loss Aversion, and 

Accountability: Theory and Experimental Evidence for 

Taxation's Effect on Citizen Behavior, he introduces and 

formalizes a new mechanism for how taxation can affect 

accountability in a broad range of settings even when tax 

bargaining is not feasible,  This mechanism  postulates that 

taxation impels citizens into the realm of losses, growing the 

expressive benefit that individuals receive from imposing 

sanctions on non-accountable leader. He conducted a test 

through a set of novel laboratory experiments in Uganda and 

the result of the research strongly back the theory that taxation 

causes a major increase in the level of accountability, citizens 

request from leaders, and this effect is strongest among those 

with more experience paying taxes. Moreover, more 

laboratory experiments reveal that loss aversion is a vital 

element of the mechanism, and more survey experiment 

display that taxation affects request for accountability in an 

array of contexts. 

In the opinion of Amin,et al., (2014), who studied factors 

affecting tax collection in Pakistan by examining the impact 

of corruption, political instability, trade openness, real per 

capita income, and inflation on tax revenue. Corruption index 

and political instability index were used to measure corruption 

and political instability respectively. Time series data analysis 

was adopted by obtaining data from 1980-2010 from the 

International Country Risk Guide (ICRG) and statistics 

handbook and Polity to Project IMF. ADF was employed to 

check for stationarity while ARDL model was used to 

estimate the short and long run dynamics of models. The 

result was that tax revenue declines in line with political 

instability which can be likened to drop in the quality of voice 

and accountability in Pakistan.  

2.3 Gap in Literature 

Quite some studies were carried out on the influence of voice 

and accountability on tax revenue in developing economies 

using panel data, but it seems not many were studied in 

isolation to achieve the specific characteristics of each 

developing nation. This study deemed it fit to set the pace 

open by examining the influence of voice and accountability 

on tax revenue in Nigeria with a priori expectation that voice 

and Accountability will have significantly positive 

relationship with tax revenue.  

III. METHODOLOGY 

The ex-postfacto research design was adopted for this study. 

The geographical coverage of the study is Nigeria. Secondary 

data were obtained from the reports of Federal Inland 

Revenue Service (FIRS), Nigeria;Political Risk Services 

International Country Risk Guide and the World Bank 

Development Index for a period covering 1984-2017 using 

purposive sampling technique. Data were validated by the 

office of the Auditor General of Federation, Nigeria. The 

study adopted descriptive and inferential (regression) statistics 

for data analysis using E-view. 

3.1 Model Specification 

Three types of variables are involved to estimate the 

parameters of the model: Dependent variable, independent 

variable and control variable. The dependent variable is Tax 

revenue (TR), the independent variable is Voice and 

accountability (VA) and the control variable which are: Share 

of Agriculture in GDP, Trade openness, Industry share in 

GDP and Inflation. 

𝑌𝑡 = 𝑓 𝑋𝑡 ,𝑍𝑡 ,   

Where; 

𝑡 = 1, 2, 3, 4, 5, 6 ……..n 

𝑌 = Tax Revenue measured by tax revenue from the federal 

government (TR) 

𝑋 = Voice and Accountability (VA) 

𝑍 = Controlled variables 

𝑧1= Share of Agriculture in GDP (SA) 

𝑧2= Trade Openness (TOP) 

𝑧3= Inflation (INF) 
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𝑧4= Industry share in GDP (IS) 

𝑧5= lag of tax revenue of the federal government (lag TR) 

The generic model is given as: 

𝑇𝑅𝑡 = 𝛼0 + 𝛼1𝑉𝐴𝑡 + 𝛼2𝐿𝑇𝑅𝑡 + 𝛼3𝑆𝐴𝑡 + 𝛼4𝑇𝑂𝑃𝑡 + 𝛼5𝐼𝑁𝐹𝑡

+ 𝛼6𝐼𝑆𝑡 + 𝜀𝑡  

𝛼0 is the intercept while 𝛼1- 𝛼6 are the coefficients 

The equationspecified above depicts a long run relationship 

between voice and accountability as well as structural factors 

and Tax Revenue in empirical forms. However, ARDL 

specification of equation following Pesaran et al. (2001) is as 

follows; 

∆𝑇𝑅𝑡 = 𝛼0+𝛼1𝑇𝑅𝑡−𝑖 + 𝛼2𝑉𝐴𝑡−𝑖 + 𝛼3𝑆𝐴𝑡−𝑖 + 𝛼4𝑇𝑂𝑃𝑡−𝑖 +
𝛼5𝐼𝑁𝐹𝑡−𝑖 + 𝛼6𝐼𝑆𝑡−𝑖 +  𝜏𝑖∆𝑇𝑅

𝑃
𝑖=1 +  Φ𝑖

𝑞1
𝑖=0 ∆𝑉𝐴𝑡−𝑖 +

 ϕ𝑖∆𝑆𝐴𝑡−𝑖
𝑞3
𝑖=0 +  Υ𝑖∆𝑇𝑂𝑃𝑡−𝑖

𝑞4
𝑖=0 +  ϱ𝑖∆𝐼𝑁𝐹𝑡−𝑖

𝑞5
𝑖=0 +

 Θ𝑖∆𝐼𝑆𝑡−𝑖
𝑞6
𝑖=0 + 𝜇𝑡   

 

 

IV. RESULTS AND FINDINGS 

4.1 Empirical Analysis using ARDL Regression 

This section presents the results of Autoregressive Distributed 

Lag (ARDL) regression analyses that clearly show the degree 

and direction of relationship that exists between Tax revenue 

(TR) and each of the following variables: Voice and 

Accountability (VA), Share of Agriculture in GDP (SA), 

Trade Openness (TOP), Inflation (INF) and Industry share in 

GDP (IS). Explicitly, this is done to achieve the objectives 

one this study.  

4.2 Lag Order Selection Criteria for Voice and Accountability 

and Tax revenue 

Table 4.1 presents the lag order selection result for Voice and 

Accountability and Tax revenue model. The lag length 

selection criteria begin with the specification of the maximum 

lag of 3. An asterisk indicates the selected lag from each 

column of the criterion statistic. Based on the following 

modified LR test statistic (LR) and Final prediction error 

(FPE) the study considers the lag length of 2 as the optimal 

lag length. 

 

Table 4.1: Lag Order Selection Criteria for Voice and Accountability and Tax revenue 

       

      . 
Lag LogL LR FPE AIC SC HQ 

       

0 -560.0002 NA 2.91e+08 36.51614 36.79369 36.60661 
1 -420.7205 215.6589 389721.8 29.85293 31.79576* 30.48625 

2 -371.1881 57.52147* 216049.8* 28.97988 32.58797 30.15603 

3 -325.0144 35.74742 269440.7 28.32351* 33.59688 30.04249* 

       

       

 Source: Researchers’ Computation, 2019 

4.3 Bounds Co-Integration Test for Voice and Accountability 

and Tax revenue 

The ARDL co-integration approach bound testing used to 

examine the presence of long-run relationships among the 

variables is presented in this subsection. This becomes 

necessary since the unit root results in Table 4.2shows a 

mixed result. The test is conducted on the variables 

considered for this model, and the result is presented in Table 

4.2 From the table, the computed F-statistic value is 3.831. 

This is more than the upper critical bound values of 4.68. 

Thus, the null hypothesis of no cointegration is rejected at 1% 

significance level and the study concludes that there is 

cointegration. On the other hand, this implies that there is a 

long run relationship among the variables. 

Table 4.2: ARDL Bounds Test for Voice and Accountability and Tax revenue 

Test Statistic Value k   

     

F-statistic 3.831 5   

 

Critical Value Bounds 
  

     
Significance I0 Bound I1 Bound   

     
10% 2.26 3.35   

5% 2.62 3.79   

2.5% 2.96 4.18   

1% 3.41 4.68   

     
Source: Researchers’ Computation, 2019 
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4.4 Short-run and Long-run Models for Voice and 

Accountability and Tax revenue 

The inference from the short-run and long-run dynamic 

models estimated (with R-squared = 0.996, F-stat =1042.905, 

Prob(F-stat) = 0.000) in this study shows that the coefficient 

of ECT (-1) is -0.243 (P = 0.025). As shown in Table 4.3, this 

value is negative (and less than unity as expected) and 

statistically significant at 5% level. This negative and 

significant value confirms the stability of the model. Then 

again, it means that the speed of adjustment of disequilibrium 

in the short run towards long-run equilibrium is about 24.3 

percent. 

In the coefficient of the explanatory variables, the result 

shows that, a positive and significant relationship exists 

between Voice and Accountability (VA) and the Tax revenue 

(TR) [coeff. = 0.010; P – value = 0.039] in the short run. This 

means that a unit increase in VA leads to about 0.010 units 

increase in TR in the short run. In the same way, a positive 

and significant relationship exists between Inflation (INF) and 

the Tax revenue (TR) [coeff. = 0.004; P – value = 0.015] at 

5% level implying that TR of the country increases by 0.004 

units given one unit increase in INF. Conversely, the 

coefficients of the other variables are not statistically 

significant in the short-run. 

Furthermore, a positive and significant relationship exists 

between Voice and Accountability (VA) and Tax revenue 

(TR) at 5% significance level [coeff. = 0.041; P – value = 

0.018] indicating that a unit increase in VA causesTR to 

increase by 0.041 units in the long-run. Just as in the short-

run, Inflation (INF) exhibits a positive relationship with Tax 

revenue (TR) the positive relationship is significant at 5% 

level of significance [coeff. = 0.015; P – value = 0.033] 

implying that the TR grows by 0.015units given oneunit 

increases in INF. 

Table 4.3: Short-run and Long-run Models for Voice and Accountability and Tax revenue 

     
     

Cointegrating Form 
     
     

Variable Coefficient Std. Error t-Statistic Prob.    

     
     

D(VA) 0.010033 0.004595 2.183632 0.0390 

D(SA) 0.007383 0.008397 0.879246 0.3880 

D(TOP) 0.001828 0.003839 0.476016 0.6384 

D(INF) 0.004029 0.001534 2.627284 0.0148 

D(IS) 0.011722 0.014608 0.802445 0.4302 

CointEq(-1) -0.242952 0.101665 -2.389739 0.0251 
     
     

    CointEq = TR - (0.0413*VA + 0.0304*SA + 0.0075 *TOP + 0.0166 

        *INF + 0.0482*IS  -20.1474 ) 
     
     

Long Run Coefficients 

     
     

Variable Coefficient Std. Error t-Statistic Prob.    
     
     

VA 0.041297 0.016241 2.542817 0.0179 

SA 0.030388 0.034390 0.883628 0.3857 

TOP 0.007522 0.016024 0.469449 0.6430 

INF 0.016585 0.007348 2.256989 0.0334 

IS 0.048248 0.059816 0.806613 0.4278 

C -20.147446 4.509411 -4.467866 0.0002 

     
     Source: Researchers’ Computation, 2019 

4.5 Diagnostic Tests for Voice and Accountability and 

Tax revenue’s Model 

To check whether the residual (error term) of the estimated 

model is normally distributed or not, the study reports a 

histogram and descriptive statistics of the residuals, including 

the skewness, kurtosis and Jarque-Bera statistic for testing 

normality in Figure 4.1. Also, the Breusch-Godfrey Serial 

Correlation LM Test with the null hypothesis of no serial 

correlation is applied to validate the model. Econometrically, 

a model is said to possess heteroskedasticity if the variances 

of error term are not equal over the various values of the 

independent variables.This simply means that during 

regression analysis the variance would be found to be non- 

consistent. To check whether the selected model in this study 

possesses heteroskedasticity or not, the study employed 

ARCH LM. From the Table, all the test statistics and their 

associated p-values are statistically insignificant. These mean 

that the residual is usually distributed, free from serial 

correlation problem and has constant variance. Therefore, we 

conclude that the model is fit. 
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Figure 4.1: Diagnostic Tests for Voice and Accountability and Tax revenue’s Model 
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Breusch-Godfrey Serial Correlation LM Test:  

     
     F-statistic 2.146406     Prob. F(1,25) 0.1554 

Obs*R-squared 2.609237     Prob. Chi-Square(1) 0.1062 

     
     

 

Heteroskedasticity Test: ARCH   

     

     

F-statistic 0.006743     Prob. F(1,30) 0.9351 

Obs*R-squared 0.007191     Prob. Chi-Square(1) 0.9324 

     

     
 

Source: Researchers’ Computation, 2019 

4.6 CUSUM and CUSUMSQ Tests for Voice and 

Accountability and Tax revenue’s Model 

In addition to the diagnostic tests for the estimated ARDL 

model, this study also performed the CUSUM and 

CUSUMSQ stability test for the estimated model. This 

becomes necessary to check whether the long and short run 

relationships among the variables are presented in Figure 4.2 

for the entire period of study. The tests (Brown, Durbin, and 

Evans, 1975) are based on the cumulative sum of the recursive 

residuals. As can be seen in the Figures, the plots of CUSUM 

and fall within the 5% critical bound, as a result providing 

evidence that the model does not suffer from any structural 

instability throughout the study. Alternatively, all the 

coefficients in the error correction model are stable.
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Figure 4.2: CUSUM and CUSUMSQ stability test for Voice and Accountability and Tax revenue’s Model 
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Source: Researchers’ Computation, 2019 

4.7Hypotheses Testing and Decision 

Hypothesis one (H01):Voice and Accountability do not have 

significant effect on Tax Revenue in Nigeria. 

To test the hypothesis using ARDL approach, the short run 

and long run equations used are; 

∆𝑇𝑅𝑡 = 𝛼0 + 𝜏𝑖∆𝑇𝑅𝑡−𝑖

𝑃

𝑖=1

+ Φ𝑖

𝑞1

𝑖=0

∆𝑉𝐴𝑡−𝑖 + ϕ𝑖∆𝑆𝐴𝑡−𝑖

𝑞2

𝑖=0

+ Υ𝑖∆𝑇𝑂𝑃𝑡−𝑖

𝑞3

𝑖=0

+ ϱ𝑖∆𝐼𝑁𝐹𝑡−𝑖

𝑞4

𝑖=0

+ Θ𝑖∆𝐼𝑆𝑡−𝑖

𝑞5

𝑖=0

+ ℷ𝐸𝐶𝑀𝑡−𝑖 + 𝜘𝑡  

𝑇𝑅𝑡 = 𝛼0 + 𝛼1𝑉𝐴𝑡 + 𝛼2𝑆𝐴𝑡 + 𝛼3𝑇𝑂𝑃𝑡 + 𝛼4𝐼𝑁𝐹𝑡 + 𝛼5𝐼𝑆𝑡

+ 𝜀𝑡  

Based on the results in Table 4.6 showing coefficient = 

0.011(P – value = 0.039) and coeff. = 0.041 (P – value = 

0.0179) for both short run and long run equations the null 

hypothesis which states that Voice and Accountability do not 

have significant effect on Tax Revenue in Nigeria is rejected 

thus, the study concludes that Voice and Accountability have 

significant effect on Tax Revenue in Nigeria. 

4.8 Discussion of findings 

The findings from the regression result in Tables 4.3reveal 

that positive relationship exists between Voice and 

Accountability and Tax revenue both in the short-run and 

long-run. These relationships are highly significant at 5% 

levels of significance respectively. These mean that high 

Voice and Accountability score improves Tax revenue. This is 

because Voice and Accountability spurs the taxpayers to 

collective involvement that leads to more non-oil tax revenue 

to the Government and this is consistent with the findings of 

Hussain et al. (2016), Dioda, (2012). This finding is in 

conformity with the apriori expectation. 

V. CONCLUSION AND RECOMMENDATIONS 

This study examines the relationship between voice and 

accountability and Tax revenue in Nigeria to make 

appropriate recommendations on the application of one of the 

six broad governance indicators for enhancing tax revenue. 

The study was conducted using the annual time series data, 

which covers a period of 34 years (1984 to 2017. The data are 

largely obtained from the Central Bank of Nigeria (CBN) 

Annual Report, 2018, World Development Indicator (WDI) 

database, 2018 and Political Risk Services International 

Country Risk Guide (PRS) and the main estimation technique 

employed is Autoregressive Distributed Lag (ARDL) 

approach as enunciated by Pesaran & Shin (1999) and 

lengthened by Pesaran, Shin & Smith (2001) involving unit 

root test, co-integration test, short-run and long-run 

estimations. In the ARDL regression analysis tax revenue was 

regressed against voice and accountability (VA) as one of the 

six (6) Worldwide Governance Indicators, lag of tax revenue, 

Share of Agriculture in GDP, Trade Openness, Inflation and 

Industry share in GDP are the structural factors (control 

variables) which make the study more robust and dynamic 

(Petkovski & Kjosevski, 2014). 

Overall, the voice and accountability were found to have a 

positive and significant relationship with tax revenue both in 

the short-run and long run. This advocates that improvement 

in voice and accountability heightens tax revenue in Nigeria. 

Moving to the structural factors which are Share of 

Agriculture in GDP, Trade Openness, Inflation, and Industry 

share in GDP, the estimated coefficient of Inflation mostly 

suggest positive relationships with Tax revenue. This suggests 

that the factor increases tax revenue in Nigeria. Conversely, 

the estimated coefficients of Share of Agriculture in GDP, 

Trade Openness, and Industry share in GDP (IS), mostly 

suggest negative relationships with Tax revenue. These 

indicate that the factors above reduce tax revenue in Nigeria. 

Nevertheless, these relationships are not significant for some 

specifications. The positive and significant relationships found 
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between Inflation and Tax revenue support Epaphra and 

Massawe (2017) assertion that says if inflation is low and 

does not change too quickly, business profits increase in line 

with inflation in the economy and this suggests that tax 

revenue increases with inflation. The negative and significant 

relationships that exit between the shares of agriculture in 

GDP, share of industry in GDP and Tax revenue is in tandem 

with the results of Macha, Rasiel,Pitia&Nyansera (2018). 

These results are also similar to Imam and Jacob (2001) and 

Amin, et al., (2014) results with an exception of the share of 

industry in GDP that is found to be positive. These negative 

relationships may be due to increase in number of subsistence 

agricultural practices and small-scale business establishment 

which are largely untaxed. In view of the empirical result of 

this study the government is advice to improve on the quality 

of voice and accountability to elicit the trust of the citizens for 

voluntary tax compliance, thereby increasing the tax revenue 

of the country. 
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