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Abstract 

The study investigated the effect of Petroleum revenue on economic growth of Nigeria from 1980-2015.The thrust 

was to ascertain the contributions of the petroleum revenue components which are Crude Oil sales 

revenue(COILREV), petroleum profit tax(PPT),  Oil Royalty(ROLTY) and Oil Rent(Rent) to the  Gross Domestic 

Product(GDP) of Nigeria. Data were collected from the Central Bank of Nigeria (CBN) statistical bulletin for 

various years and World Bank report 2015. Ex-post facto research design was used. The data collected were 

subjected to different test analysis; descriptive statistics was used to test that the data were normally distributed, 

the Augmented Dickey Fuller (ADF) unit root test was used to test the stationary level of the data, Johansson co-

integrated test was employed to test for co-integration and long run relationship of the variables used while Error 

Correction Model (ECM) was used to test for the reliability of the models formulated. OLS Multiple regression 

analysis was employed to analyzed model one for (COILREV) and (PPT) and  model two for (ROLTY) and(RENT). 

The result revealed that (COIL REV) had significant positive effect on GDP, (PPT) had significant negative effect 

on GDP while (ROLTY) and (RENT) had insignificant effect on the GDP. Based on these findings, it was 

recommended that the government should strengthen the  internal control of  the COILREV machinery to improve 

on the revenue accruing from  crude oil export since it has positive effect on GDP as well as investing revenue 

accruing from this sector in other areas for a better development. The study also recommends a total overhaul and 

policy reformation of the petroleum taxation in Nigeria to ensure that it contributes maximally to economic growth 

of the country. The revenue from Gas flaring penalty and liquefied natural Gas should be accounted separately 

from the royalty revenue. This will enable one to see how each component contributes to the economic growth of 

Nigeria. There should be Institutionalized reform policies by the government to strengthen revenue generated from 

Oil Rental and Oil Royalty to ensure that the components affect economic growth of Nigeria.  

 

Key Words: Gross Domestic Product (GDP), Crude Oil Sales revenue, Petroleum Profit Tax, Oil Royalty 

and Oil Rent. 

1.0 Introduction 

In the mid-1960s, Nigeria was believed to have been practicing mixed economy with dominance on the agricultural 

sector which was contributing the highest revenue as at then to the country. From the 1970s, Nigeria started 

neglecting the agriculture and other revenue sectors in favour of an oil mono economy. According to Asaolu and 

Ilo (2012), the oil sector, no doubt, has been generating huge revenue for the country but the revenue has not been 

properly diversified and used to develop other productive non-oil revenue sectors for economic growth of the 

country. Onuba (2010) noted that though crude oil has contributed largely to the economy, the revenue has not been 

properly used. This according to him is as a result of the fact that there are other sectors in the economy and the 

excess revenue made from the oil sector ought to be invested in them to diversify and also increase the total GDP 

of the economy. In the views of Aigbedion and  Iyayi (2007), the oil wealth of the nation is yet to be properly 

accounted for and the available social amenities that would justify the huge revenue generated over the years from 

the oil sector is lacking in the country. It is in view of this assertion that the World Bank (2013), opined that the 
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Nigerian citizenry are living in abject poverty, hunger and malnutrition as the population of Nigerians living in 

poverty is on the increase. 

 Despite the huge revenue government is generating from oil exportation daily, the citizens are living in abject 

poverty, misery, malnutrition and amidst infrastructural decay in the country. According to the Human Development 

Index (2013), apart from the increase in poverty, progress towards a number of the other Millennium Development 

Goals in Nigeria has also been disappointing. It further maintained that Nigeria was ranked 153 out of 186 countries 

in the 2013 United Nations Human Development Index, as unemployment rates have been steadily increasing and 

younger Nigerians are encountering increasing difficulty in finding gainful employment. The United State Institute 

of Peace (2011) on the other hand, asserted that the incessant poverty, unemployment and hunger in Nigeria has 

caused restiveness, conflict and violence; especially among the people of the Niger Delta region who are agitating 

for compensations from oil companies whose operational activities have degraded their ecosystem and farmland 

and equally to the government for her negligence and deprivation of their means of livelihood..  The infrastructural 

decay, poverty, unemployment and unrest Nigeria is experiencing in all the nook and cranny of the country cannot 

trigger on the needed economic growth in the country. It is on this premise that a study of this nature is conducted 

to ascertain the effect of Petroleum revenue on the economic growth of Nigeria with a view to suggesting 

appropriate policy measures to correct some of the anomalies, otherwise, the new millennium development goal of 

the federal government by the year 20:2020 will be a mirage. 

 Statement of Problem 

The oil revenue which Nigeria depends on as the main   source of revenue may be generating a lot of controversy 

as to which component of the oil revenue is contributing significant revenue to the nation. This was in line with the 

view of Gbedebo (2008), when he stated that since 1970s the petroleum industry has continued to play a dominant 

role in the socio-economic development of the Nigerian society. Crude oil export provides the bulk of government 

revenue and most of the foreign exchange earnings. Oil revenue has been and still is the mainstay of the national 

economy and is likely to remain so for a long time to come. The figures from the Central Bank of Nigeria statistical 

Bulletin revealed that in 2006 out of the total revenue of N 5,965.1 billion accrued to the country, crude oil sales 

contributed N 5,287.6 billion. This is equivalent to 88.6% of the total revenue. More importantly, crude Oil for the 

last three decades has been the major source of revenue, energy and the foreign exchange for the Nigeria’s economy. 

The World Bank (2011) reiterated that in 2000 oil and gas export earnings accounted for about 98% and about 83% 

of federal government revenue. On the other hand, Onuba(2012) argued that out of the total revenue, Petroleum 

Profit Tax(PPT) contributed about 72 per cent of the  revenue collection.  It is therefore worthy to note that 

Petroleum Profit Tax (PPT) in Nigeria is very critical and without the income accruing from it, Nigerian 

government may not be able to carry out certain public expenditure and survive as  a nation.  

Other petroleum revenue sources which seems negligible but very crucial  for economic growth 

of the country are the  royalty income and oi l  rent according to Irfunullah (2015).He asserted 

that  Nigeria is now heavily depending on crude oil for survival. The rise of oil price from 1999 to its peak price 

made Nigeria one of the fastest growing countries in the world with the International Monetary Fund projecting a 

growth of 9 percent in 2008 and 8.3 percent in 2009. According to World Bank report(2011),  the  dire need of the 

Nigeria’s government  from 2010 to implement policies to increase her revenue derivation from oil through oil tax, 

rents and royalties is laudable since those aspects of oil revenue components has not significantly contributed to the 

growth of the economy. 

Then, there seems to be a definite nexus between various scholars and authors on their opinions regarding the 

contribution of the petroleum revenue components on economic growth of Nigeria. A number of studies however, 

have been done on the impact of petroleum revenue on economic growth of Nigeria. According to Ogbonna (2012), 

several studies have been done on the impact of petroleum revenue on economic growth of Nigeria. But the ones 

domicile in Nigeria only limited their empirical test to crude oil sales and Petroleum Profit Tax (PPT) revenue.This 

study therefore, is poised to include royalty and oil rent revenue and apply other statistical method to ascertain the 
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effect which they would have on economic growth of Nigeria. The main objective of this study is to ascertain the 

effect of petroleum revenue on the economic growth of Nigeria. The specific objectives are to: 

1. evaluate the effect of crude oil sales revenue on Gross Domestic Product (GDP) of Nigeria 

2. ascertain the effect of Petroleum Profit Tax (PPT) revenue  on Gross Domestic Product (GDP) of Nigeria.    

3. ascertain the effect of royalty revenue on the Gross Domestic Product (GDP) of Nigeria. 

4 determine the effect of oil rent revenue on the Gross Domestic Product (GDP)    of Nigeria. 

The following null hypotheses were formulated to be tested:  

 1. There is no significant effect of Nigeria’s crude oil sale revenue on Gross Domestic Product (GDP) in Nigeria. 

2. There is no significant effect of Petroleum Profit Tax (PPT) revenue on Gross Domestic Product (GDP) of 

Nigeria. 

3. There is no significant effect of Nigeria’s oil royalty revenue on Gross Domestic Product (GDP) in Nigeria. 

 4. There is no significant effect of oil rent revenue on  Gross Domestic Product (GDP) in Nigeria. 

The study is divided into five sections. Section one presents the introduction, section two consists of the review of 

related literature, section three presents the methodology, section four dwells on data presentation and analysis 

while section five dwells on summary of findings, conclusion and recommendations. 

2.0Literature and Theoretical Framework 

Theoretical literature in the context of this study focus on both relevant theories of taxation, economic growth and 

rentier state.  

Tax Rates Theory 

Musgrave and Musgrave (2004) were the proponents of the tax rates theory. The theory states that effective rate is 

the total tax paid divided by the tax base, while the marginal rate is the rate paid on the next naira of income earned.  

An important distinction about tax rates is distinguishing between marginal rate and the effective (average) rate. 

The tax rate theory is also known as the ability to pay theory. For equity and justice in taxation, citizens of a country 

pay tax to the government in accordance to their ability to pay. Therefore, tax rate theory enables economist and 

the authorities to know the just and fair amount that should be charged on goods and services or income earned.  

 Economic growth theory 

Keynes the proponent of economic growth in 1857 stated that growth issues have led to development of various 

theories of growth, each purporting to explain the mechanics of growth. However, in the context of this study, the 

Keynes’ growth theory provides the theoretical basis for this study because it explains how expansion through 

increase in government expenditure can bring about growth, whereas government expenditure is a function of 

revenue, of which petroleum taxation is a major source.  Keynes was of the opinion that increase in government 

expenditure leads to higher economic growth. The theory demonstrates a long- term full employment which requires 

that two fundamental conditions be met, that is, the ratio of investment to income must equal the full employment 

savings ratio, and the economy’s rate of growth must equal the natural rate of growth. Keynes asserted that a key 
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factor that could account for an economy’s stagnation and unemployment was the deficiency of aggregate effective 

demand. Keynes view was that the solution to the problem of economic stagnation rested on expansion of aggregate 

demand through massive increase in government expenditure through investment.  

Rentier state theory  

Beblawi the proponent of this theory in 1987 states that rentier states can be seen as those whose economies are 

dependent on substantial external rent for state revenues. They incorporate only a fraction of society in the 

production of rents, whilst, the government acting as the principal recipient of the wealth, and engaged majorly in 

its distribution and utilization of the wealth. Rentier economies then become allocation states; distributing the rents 

they accrue, uninhibited by the need for taxation levied on productive economic sectors. Luciani,(1990); opined 

that .rentier states thus employ an expenditure policy, with little interest in diversifying their economies or forming 

a coherent economic development programme. Rentierism can then be seen as a hindrance on democracy and a 

boon for autocracy; where the lack of taxation weakens the regime’s accountability to society; and a rentier social 

contract is formed whereby the state offers goods, services and other perks to the society in return for substantial 

autonomy in decision-making. 

This study therefore, was anchored on the theories discussed above, the tax rate theory, rentier state and economic 

growth theory. It showed that Nigeria’s economy predominantly depend on oil mono economy which employs an 

expenditure policy, with little interest in diversifying the economies or forming a coherent economic development 

programmes, resulting to stagnation and unemployment. The only way to push the nation on the path of economic 

recovery is to embark on heavy investment on infrastructure and human capital development. Because the 

deficiency of aggregate effective demand  as a result of the  government negligence to other revenue generating 

sectors as the only solution to the problem of economic stagnation rest squarely on  expansion of aggregate demand 

through massive increase in government expenditure and  investment. 

Empirical Studies 

Literature and previous researcher emphasized that economic growth brings about increase in demand for public 

expenditure and must be matched to a greater extent with supply in taxing capacity to meet up with the public 

spending. 

Studies Conducted outside Nigeria: 

Anastassion  (2005) examined the relationship between tax revenue and the rate of economic growth for Greece, 

testing for unit root and co-integration in a  time series data and total tax as independed variable and GDP  as 

depended variable. They found out that tax revenue and economic growth have a causal relationship. This in other 

words means that increase in tax revenue would cause a great change in economic growth of a country.  

Tosun  and Abizadeh, (2005) conducted a study on economic growth in OECD countries from 1980 – 1999. GDP 

was used as the dependent variable while tax mix as independent variable. They used survey and Ordinary Least 

Square method. Their finding revealed that economic growth measured by GDP per capita has a significant effect 

in the tax mix in the long run. 

Olomola,(2007), investigated  the effect of Oil rents on economic growth of Oil Exporting African countries. Using 

cross section method and regression analysis for the period 1970-2000, which was adopted for 47 African Oil 

exporting countries and 13 non Oil exporting countries. He found out that there exist evidence of resource curse in 

Oil exporting countries in Africa and that Oil rent has failed to promote growth. 
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Edivan,Ariton, and Teixeira, (2010),examined the effect of Royalties’ revenue on per capita Gross Domestic 

Product(GDP) at the state Espirito Santo, Brazil from 1999=2004,using econometric model and panel Data. The 

result indicated that there is no significant impact of royalties’ revenue on per capita Gross Domestic Product(GDP) 

of Espirito Santo. Similarly in another study done by Osmel,  and Scrofina,  (2010), in which they investigated the 

contribution of Oil rent to the economic growth in  Venezuela from 1997-2006.They used panel Data regression 

analysis and  discovered that Oil rent contributed  significantly to the tune of $259.17 billion on economic growth 

of Venezuela from 1997-2006. 

Fuinhas, Marques, and Couto (2015), examined the per capita Oil consumption-economic growth nexus on Oil 

producing countries for the period of (1970-2012), using panel and co integration analysis to regress per capita 

income on the ratio of Oil production to primary energy consumption and crude Oil price and Oil rent per capita. 

They discovered that Oil consumption drive economic growth on the short run, Oil production to primary energy 

consumption exerted a positive impact on growth at both short and long run while Oil rent depress growth in both 

short and long run. 

Siham, and Matallah,  (2016), conducted a study on the impact of Oil rent on economic growth of  MENA Oil 

exporting countries for the period 1996-2014 employing  pooled Ordinary Least Square fixed effect, random effect 

and generalized method of moment (GMM) estimator. They discovered that MENA Oil exporters’ growth is greatly 

and positively influenced by Oil rent. 

Studies  Conducted within Nigeria: 

Gbedebo(2008) conducted a study on Crude Oil and Nigeria economic performance within the period 1970-2004 

using a case study and Ordinary Least Square Regression method, found out that Crude Oil contributed positively 

and significantly to the Nigeria economic Growth.  Similarly, in another study done by Jibrin, Blessing, and  

Ifurueze, (2012), in which they used a time series data and Ordinary Least Squares method to examine the impact 

of Petroleum Profit Tax on Economic Development in Nigeria for the periods 2000 to 2010. They found out that 

Petroleum Profit Tax has a positive and significant impact on economic development of Nigeria. This means that 

increase in petroleum profit tax would lead to increase in economic growth. 

Otaha(2012) investigated the Dutch disease and Nigeria’s Oil economy using survey method and co-integrated test 

analysis and discovered that countries that depends on Oil generated revenue tends to have exchange rate 

fluctuation.  Furthermore, Okafor (2012) studied Tax revenue generation and economic development of Nigeria for 

the period 1981-2007. He used multiple correlation and regression analysis and discovered that there exist 

significant relationship between Gross Domestic Product (GDP) and Petroleum Profit Tax (PPT) in Nigeria. 

Ogbonna and Appah (2012) examined the causal link between petroleum income and Nigeria economy using time 

series and simple regression model found out that there exist significant positive relationship between Petroleum 

income and Nigeria economic growth. In another study, Adbul-Rahamoh, Taiwo and  Adegara (2013) studied the 

effect of Petroleum Profit Tax on Nigeria economy with in the period 1970-2010 using time series  and multiple 

regression and correlation method discovered Petroleum Profit Tax showed significant positive impact on Nigerian 

economy. 

Ihueze(2011) examined the impact of oil revenue on the economic growth in Nigeria from 1980-2010 using ordinary 

least square regression analysis and discovered that oil revenue has insignificant impact on Nigeria’s GDP. 

Ogdonna,Enemugha, and Asuzu,(2016),Investigated the influence of Petroleum Profit Tax(PPT) on Gross 

Domestic Product(GDP),per capita Income and inflation: A case of Nigeria from 2000-2009 using time series and 

regression analysis discovered that Petroleum Profit Tax(PPT) on Gross Domestic Product(GDP),per capita Income 

and inflation in Nigeria. 
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After careful examination of the above empirical studies, we felt that in the work of Anastassion (2005), he should 

have operationalized  the explanatory variable –total tax into different tax components as not all the tax revenue 

components can give equal rate to the economic growth. Similarly in the work of Tosun  and Abizadeh (2005), 

Otahah(2012) they could have used Ex-post facto research design instead of  survey method. Hence, the need for 

this study. We therefore introduced crude oil sales rent, Oil Royalty tax and Oil rent tax as part of tax components 

as well as the use of ex-post facto research design as gab in Knowledge filled by this study. 

3.0 Methodology 

The study adopted an ex-post facto research design. This is because, we used secondary data, generated from the 

Central Bank Statistical bulletin, in which the data already existed and we cannot control or manipulate the data. 

The study formulated two models while Ordinary Least Square multiple regression analysis was used to analyzed 

data collected. 

Model 1:  

GDPt = BO + B1PPTt  +  B2COILREV……………. 
t
 ……………..(1)

 

Model  2: 

GDPt= ΣO +Σ1 OLRYLt  +  Σ3RENT  
t
 ………………………  (2) 

where, 

GDP represents Gross Domestic Product; PPT represents Petroleum Profit Tax; COILREV represents crude Oil 

sales revenue; OLRYL represents Royalties revenue; RENT represents Oil rent revenue. 

β0 represents the regression intercept or constant  

β1- β2 represents the regression coefficients or slope 

t
    represents Error term  

Multiple Regression Analysis 

Multiple regression analysis measures the association between a given dependent variable and two or more 

independent variables in a given regression function. The relationship between the dependent variable (Y) and a set 

of K independent variables, X1, X2, ……. Xk can be expressed as: 

Yt = bo + b1 X1 t + b2 X2 t +…………. + bk X k t + e t 

Where 

Y t = dependent variable 

X1, X2, Xk are independent variables  
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et= the random error term. 

Bo = the intercept.  

B1, B2, Bk = parameters to be estimated 

Durbin-Watson Test Statistic  

The Durbin-Watson statistic is a method for testing whether residuals from a linear regression or multiple regression 

are independent (Montgomery et al., 2001). Because most regression problems involving time series data exhibit 

positive autocorrelation, the hypotheses usually considered in the Durbin-Watson test are 

,2,1 ,0 :0  sH s  vs  )1 ,0( , :1   s

sH   

 

                                                        (3.8) 

 

 

where tytyte
ˆ and ty  and tŷ are, respectively, the observed and predicted values of the response variable for 

individual t. d becomes smaller as the serial correlations increase. 

The decision rule is given as: 

If ρ = 0, then the DW statistic will equal 2, except for sampling error. If ρ  = 1, the DW statistic = 0. 1. Unfortunately, 

intermediate sample values are not tested in the usual fashion of comparing them with some critical value. Instead, 

the following rules of thumb:  

i. If ρ = +, then DW equals about 0.  

ii. If ρ = -1, then DW equals about 4.  

iii. If ρ = 0 then DW equals about 2.  

Where a value close to 2, say 1.80, suggests that autocorrelation may not be a problem in the variable used. 

4.0 Results and Discussion 

The data used for this study is presented as appendix 1 while the result of the Ordinary Least Square(OLS) 

regression is presented in table 1 below. 
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Table 1:Regression Result for Model 1                    

  

 

 

 

 

 

 

 

 

 

Source: Author’s Computation (2016); note*,**,*** represents level of sig. used as 1% ,5%,10% 

respectivily 

Coefficient of determination (R2) : From the table  the coefficient of determination (R2)  was given as 0.681419, 

which showed  that the explanatory power of the variables were  high. This implied that 68% of the variations in 

GDP growth rate was accounted for or explained by the variations in the explanatory variables. 

 F-Statistic: The F- test was applied to check the overall significance of the model. It was used to test the overall 

significance of the estimated model. The F-Statistic of (12:41) and its P-Value (0.00) showed that our model I was 

well specified and was generally significant  at 1% level. 

Test of Autocorrelation: In using Dubin- Watson (DW) Statistics which we obtained from our regression result 

from the  table, it was observed from our regression result  that DW statistic was 1.998120 which was approximately 

2 which is the rule of thumb. This implied that there was no autocorrelation problem since the value is approximately 

equal to 2. Therefore, the variables in the model were not auto correlated and that implied that the model was reliable 

for predications. Equally, the Error Correction Model (ECM) showed a negative coefficient of -1.053117 and p- 

value of 0.00 which was a positive p –value, and that further showed that the model was well specified and reliable 

for prediction. In addition to the above, the specified finding from each explanatory variable from the regression 

model is provided as follows: 

Crude oil sales revenue (COILREV), based on the t-statistic of 3.417515 and p-value of 0.00 was found to have 

a positive influence on GDP growth in Nigeria and was statistically significant at 1% since its p-value was less than 

0.05. This result, therefore, suggested that we should reject hypothesis one (H01), which stated that there is no 

significant effect of  Crude Oil sales Revenue (COILREV) on Nigeria’s gross domestic product (GDP). This means 

that COILREV significantly affect GDP, and that the higher the crude oil sales revenue in the country, the higher 

the GDP growth rate. 

Variable                       Coefficient                   t-statistic                       Prob. 

C                                   0.066887                    0.304024                      0.76 

COILREV                      0.805000                    3.417515                      0.00* 

PPT                               -0.235737                   -1.803807                     0.08** 

ECM                             -1.053117                     6.186214                      0.00* 

R-squared 0.626491  Adjusted R-squared 0.681419; F-Statistic 12.40574 

Prob (F-Statistic 0.00); Schwarz Criterion 3.573799; Durbin Watson Stat 2.00 

Akaike Info Criterion 3.307168  
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Petroleum Profit Tax (PPT) result above revealed the t-statistic value of -1.803807 and p-value of 0.08. It was 

discovered that petroleum Profit Tax (PPT), had a negative influence on GPD growth but was statistically significant 

at 10% since its p-value of 0.08 was within 10%. The result therefore, suggested that we should reject our null 

hypothesis two(H02),  which stated  there is no significant effect of Petroleum Profit Tax (PPT) revenue on gross 

domestic product (GDP) of Nigeria. This meant that  PPT negatively affect GDP in Nigeria and this negative effect 

of PPT on Nigeria’s GDP growth may be as a result of Nigeria being a mono-economy that depends solely on oil, 

which tends to share  most  generated revenue from  tax with little or no reserve from it. 

Regression Result for Model two. 

We employed Ordinary least Square regression analysis to test hypotheses three and four ((H03) ((H04) and the 

model was specified as: 

GDPt= ΣO +Σ3 OLRYLt  +  Σ4RENT  + 
t
 ………………………  (2) 

      Table 2 :Regression Result for model Two 

 

 

 

 

 

 

Source: Author’s computation(2016). See appendix  for detailed result. 

Coefficient of determination (R2). From the table, the coefficient of determination was given as 0.083645, and 

adjusted R-squared value of -0.527258.It showed that the explanatory power of the variables were relatively low. 

This implied that 8% of the variations in GDP growth rate was accounted for or explained by the variations in the 

explanatory variables. 

 F-statistic: The F-test was applied to check the overall significance of the model. The F-statistic value is 0.136921 

and with p-value of 0.88 which showed an insignificant effect. In other words, there is insignificant effect between 

the dependent and explanatory variables in the model. In addition to the above, the specific finding from each 

explanatory variable form the table is provided below:  

Oil Royalties Revenue (OLRYL), based on the t-statistics of -0.289787 and   p-value of 0.79, was found to have 

a negative influence on Nigeria’s GDP. However, this influence was not statistically significant since its p-value is 

more than 10%. The result therefore, suggested that we should accept our null hypothesis three (Ho3) which stated 

that there is no significant effect of Nigeria’s oil Royalty revenue on the GDP. This meant that though oil Royalties 

revenue affects GDP in Nigeria negatively, this effect is still not statistically significant and does not influence 

GDP’s growth in Nigeria. 

Variable           Coefficient                       t-statistic                       Prob. 

C                     21.08916                         1.133731                       0.34 

OLRYL         -0.829135                        -0.289967                     0.79 

RENT          -0.428385                        -0.486510                     0.66 

R-squared 0.083645; Adjusted R-squared -0.527258; F-Statistic 0.136921 

Prob. (F-Statistic 0.88); Durbin Watson Stat 2.77 
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Oil Rent, based on the t-statistics of -0.486510 and p-value of 0.66 was found to have a negative influence on 

Nigeria’s GDP and this influence also was  not statistically significant since its p-value was more than 10%. The 

result therefore, suggested that we should accept our null hypothesis four (Ho4) which stated that there is no 

significant effect of oil rent revenue on Nigeria’s GDP. This meant  that revenue derived from oil rent in Nigeria, 

had negative effect on her GDP and this might be as a result of the revenue sharing principle in Nigeria which 

encourages sharing all revenue generated by the authorities with little or no reserve. However, the oil rent revenue 

effect was not statistically significant. 

 5.0 conclusion  

The following were the findings that resulted from the data analysis: 

1. The crude Oil sales revenue has significant effect on GDP using multiple regression analysis. The result 

showed that as GDP was increasing crude Oil sales revenue was increasing which implied the existence of  

positive relationship between GDP and COILREV as it had a t-statistics of 3.417515 and  P-value of 0.00 

which was less than α = 0.05. Therefore the null hypothesis one (Ho1) which stated that crude Oil sale 

revenue has no significant effect on GDP was rejected. 

2. Petroleum Profit Tax (PPT) revealed the t-statistic value of -1.803807 and p-value of 0.08.It was discovered 

that Petroleum Profit Tax (PPT), had a negative influence on GPD growth using multiple regression 

analysis. But was statistically significant since its p-value of 0.08 was within 10% which led to the  rejection  

of the null hypothesis two ((HO2) which stated that there is no significant effect of petroleum profit text 

(PPT) revenue on gross domestic product (GDP) of Nigeria.  

3. Ordinary Least Square multiple regression analysis was also used to test the significant effect of Oil Royalty 

on Nigeria’s GDP. The result revealed the existence of a negative effect on the GDP since it has a t-statistics 

of -0.289767and p-value of 0.79 which was greater than α = 0.05 at 10% level significant. The null 

hypothesis which   stated that there is no significant effect of Oil royalty on GDP was accepted. 

4. Also, Ordinary Least Square multiple regression analysis was used to test the significant effect of Oil rent 

on Nigeria’s GDP. The result showed that oil rent  has a negative effect on the GDP since it had t-statistic 

value of -0.486510 and P- value of 0.66 which was more than 10% alpha level and that led to the acceptance 

of the null hypothesis that  Oil rent has no significant effect on Nigeria’s GDP. 

 Recommendations 

Based on the above findings and conclusion reached, the following recommendations were made: 

1.   The government should strengthen the internal control mechanisms in the crude oil sales to ensure 

that the revenue accruing from crude oil export are properly utilized to develop other sectors. 

2. There should be total overhauling and policies reformation of the petroleum tax laws in Nigeria since 

the result showed a significant negative effect on the economic growth of Nigeria. 

3. The revenue from Gas flaring penalty, liquefied natural Gas and royalty payment should be accounted 

for differently so as to see the contribution of each to revenue yield. 

4. There should be Institutionalized reform policies by the government to strengthen payment and Oil 

Rental Tax to ensure that the component contributes positively to economic growth of Nigeria.  

Contribution to knowledge 

Other study by Jibin, Blessing and Ifurueze(2012) on the impact of Petroleum Profit Tax (PPT) and Oil 

revenue on GDP from 20002-2010 employing OLS regression analysis with the model specified: GDPt 

= pO + p1PPTt  +  p2COILREV……………. 
t
 ……………..(1) discovered that PPT and Oil revenue 
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contributed positively and significantly to GDP. This study contribute to knowledge by adapting the 

above model in addition to introducing Oil royalty and Oil rent in the above model as  specified below: 

 GDPt= ΣO +Σ3 OLRYLt  +  Σ4RENT  + 
t
 ………………………  (2)  and discovered that Oil revenue 

had significant and positive effect on GDP, PPT had significant negative effect on GDP while OLRYL and 

Oil rent had insignificant negative effect on GDP of Nigeria. 

Suggestion for further Reading: 

We suggest that a similar study should be carries out as comparative study of other African nations who are 

endowed with oil minerals resources like Nigeria, to see if the result will remain the same. Secondly more 

tax variables could be introduced in a similar study like ours since our R-squared of 68% shows that there 

is room for more variables to be introduced.                           
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Appendix  

REGRESSION RESULT FOR MODEL ONE: OIL REV & PPT ON GDP. 

Dependent Variable: DLGDP   

Method: Least Squares   

Date: 12/29/16   Time: 10:50   

Sample (adjusted): 1981 2015   

Included observations: 35 after adjustments  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.066887 0.220007 0.304024 0.7633 

DLCOILREV 0.805000 0.235551 3.417515 0.0019 

     

        DLPPT -0.235737 0.130689 -1.803807 0.0817 

ECM -1.053117 0.170236 6.186214 0.0000 

     
     R-squared 0.681419     Mean dependent var 0.088222 

Adjusted R-squared 0.626491     S.D. dependent var 1.914870 

S.E. of regression 1.170280     Akaike info criterion 3.307168 

Sum squared resid 39.71709     Schwarz criterion 3.573799 

Log likelihood -51.87544     Hannan-Quinn criter. 3.399209 

F-statistic 12.40574     Durbin-Watson stat 1.998120 

Prob(F-statistic) 0.000002    

     
     

REGRESSION RESULTS FOR MODEL TWO: ROYALTY AND RENT ON GDP. 

 

 

Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 15:20   

Sample: 2010 2015   

Included observations: 6   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 21.08916 18.60155 1.133731 0.3393 

LOLRYL -0.829135 2.859408 -0.289967 0.7907 

LRENT -0.428385 0.880527 -0.486510 0.6599 

     
     R-squared 0.083645     Mean dependent var 15.67634 

Adjusted R-squared -0.527258     S.D. dependent var 2.987862 

S.E. of regression 3.692468     Akaike info criterion 5.757320 

Sum squared resid 40.90295     Schwarz criterion 5.653200 

Log likelihood -14.27196     Hannan-Quinn criter. 5.340518 

F-statistic 0.136921     Durbin-Watson stat 2.771680 

Prob(F-statistic) 0.877194    
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Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 11:12   

Sample: 1980 2015   

Included observations: 36   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 15.16549 1.440839 10.52546 0.0000 

LPPT -0.148299 0.185681 -0.798674 0.4300 

     
     R-squared 0.018416     Mean dependent var 14.05951 

Adjusted R-squared -0.010454     S.D. dependent var 2.375682 

S.E. of regression 2.388068     Akaike info criterion 4.632799 

Sum squared resid 193.8975     Schwarz criterion 4.720772 

Log likelihood -81.39038     Hannan-Quinn criter. 4.663504 

F-statistic 0.637880     Durbin-Watson stat 0.667738 

Prob(F-statistic) 0.430024    

     
      

Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 11:16   

Sample: 1980 2015   

Included observations: 36   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 8.137900 1.251449 6.502784 0.0000 

     
     R-squared 0.412109     Mean dependent var 14.05951 

Adjusted R-squared 0.394818     S.D. dependent var 2.375682 

S.E. of regression 1.848125     Akaike info criterion 4.120173 

Sum squared resid 116.1292     Schwarz criterion 4.208146 

Log likelihood -72.16311     Hannan-Quinn criter. 4.150878 

F-statistic 23.83383     Durbin-Watson stat 1.312473 

Prob(F-statistic) 0.000024    
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Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 14:57   

Sample: 1980 2015   

Included observations: 36   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     

C 9.589634 1.115305 8.598219 0.0000 

     
     R-squared 0.340635     Mean dependent var 14.05951 

Adjusted R-squared 0.321242     S.D. dependent var 2.375682 

S.E. of regression 1.957248     Akaike info criterion 4.234909 

Sum squared resid 130.2479     Schwarz criterion 4.322882 

Log likelihood -74.22835     Hannan-Quinn criter. 4.265614 

F-statistic 17.56474     Durbin-Watson stat 1.113594 

Prob(F-statistic) 0.000187    

     
     

 

Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 14:58   

Sample: 1980 2015   

Included observations: 36   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 6.051005 1.182410 5.117518 0.0000 

LCOILREV 0.615604 0.088693 6.940809 0.0000 

     
     R-squared 0.586248     Mean dependent var 14.05951 

Adjusted R-squared 0.574079     S.D. dependent var 2.375682 

S.E. of regression 1.550433     Akaike info criterion 3.768898 

Sum squared resid 81.73060     Schwarz criterion 3.856871 

Log likelihood -65.84016     Hannan-Quinn criter. 3.799603 

F-statistic 48.17482     Durbin-Watson stat 1.900282 

Prob(F-statistic) 0.000000    
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Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 15:11   

Sample: 2010 2015   

Included observations: 6   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 19.16783 16.35139 1.172245 0.3062 

LOLRYL -0.539009 2.515594 -0.214267 0.8408 

     
     R-squared 0.011347     Mean dependent var 15.67634 

Adjusted R-squared -0.235816     S.D. dependent var 2.987862 

S.E. of regression 3.321524     Akaike info criterion 5.499926 

Sum squared resid 44.13008     Schwarz criterion 5.430512 

Log likelihood -14.49978     Hannan-Quinn criter. 5.222058 

F-statistic 0.045910     Durbin-Watson stat 2.507350 

Prob(F-statistic) 0.840819    

     
      

Dependent Variable: LGDP   

Method: Least Squares   

Date: 12/29/16   Time: 15:12   

Sample: 2010 2015   

Included observations: 6   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 15.71312 1.325727 11.85245 0.0003 

LRENT -0.375136 0.756170 -0.496100 0.6458 

     
     R-squared 0.057963     Mean dependent var 15.67634 

Adjusted R-squared -0.177547     S.D. dependent var 2.987862 

S.E. of regression 3.242273     Akaike info criterion 5.451628 

Sum squared resid 42.04934     Schwarz criterion 5.382214 

Log likelihood -14.35488     Hannan-Quinn criter. 5.173760 

F-statistic 0.246116     Durbin-Watson stat 2.657536 

Prob(F-statistic) 0.645846    
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