
i

Taxation and Financial Performance of Small and Medium Enterprises in Ibadan, Nigeria

Sunday Abimbola AJAYI
LCU/PG/002188

Being a MSc Thesis Submitted to the Department of Management & Accounting,
Faculty of Management & Social Sciences,

Lead City University, Ibadan, Oyo State, Nigeria

In Partial Fulfillment of the Requirements for the Award of Master of Science Degree
(MSc) in Accounting

2023



ii

Certification

This is to certify that Sunday Abimbola AJAYI, with Matric No: LCU/PG/002188 carried out

this research work titled “Taxation and Financial Performance of Small and Medium

Enterprises in Ibadan, Nigeria” in the Department of Management and Accounting, Faculty of

Management and Social Sciences, Lead City University, Ibadan, for the award of Master of

Science Degree (MSc.) in Accounting and that this has not been previously submitted.

_______________________ ___________________
Prof. G.E. Oyedokun Date
(Supervisor)

_______________________ ___________________
Dr. T. M. Akinbo Date
(Head of Department)



iii

Dedication

This work is dedicated to God.



iv

Acknowledgement

I would like to express deep gratitude to God Almighty for sparing my life, for the wisdom he

bestowed upon me, the strength, peace, and good health he granted me during this journey.

I am very grateful for being opportune to study in Lead City University, being a great citadel of

learning. I want to appreciate all the management of the school for putting together necessary

educational facilities. I say a big thank you to Professor A. Oredein, the Provost, College of

Postgraduate Studies, and other members of staff of the Postgraduate College Lead City

University for providing a conducive learning environment. A big thanks to all the academic and

non-academic staff involved in ensuring that this great institution remains a force to be reckoned

with in the educational sector.

I am specially and sincerely grateful to my project supervisor, Prof. G.E Oyedokun for his

assistance, patience and guidance at every stage of the research work. My special gratitude goes

to Prof. O. Campbell (Dean, Fac. Mgt & Soc. Sc.), Prof. K. A Adeyemo and Dr. T. M. Akinbo

(HOD, Mgt. & Accounting) for their guidance and for providing a conducive environment

necessary to obtain this degree. I want to greatly appreciate all my lecturers; Dr. Longe Kayode,

Dr. J.A. Adejuwon, Dr. O.O. Adepoju, Dr. O. Olaleye, Dr. L. A. Balogun, Dr. Fatoki, Dr. S.A.

Babarinde, Dr. A. Onamusi, Dr. F. Igbadumhe, Dr. O. J. Oladejo, Mr. M. Ayilara, Dr. A. Taiwo,

Mrs. E. I. Aina, Dr. O.T. Oreagba, Dr. O. I. Ibikunle, Mr. A.I Olateju, Miss K. O. Adejuwon,

Mrs. D. Oloyede, Mr. A. Adewumi, Dr. Ogunro, Dr. E.R Aderinto, Dr. Adesina. Thank you all

for the knowledge imparted, skills acquired, words of encouragement and unending support. I

also want to appreciate the Departmental Office Administrator, Mrs. Adekunle. I am extremely

grateful to my beloved wife and wonderful children for the sacrifices, love, prayers, words of

encouragement which helped me immensely throughout the duration of this program. Also, I am

thankful to my friends and my course mates for their support. I am also grateful to all the

Respondents for their honest responses to all questions solicited in the Research Questionnaire.

Although, the institution and supervisors have assisted in the process of this research work, I

alone stand responsible for the errors if any found in the work.



v

Abstract

This study investigated the influence of taxation on the financial performance of Small and
Medium Enterprises (SMEs) in Ibadan, Oyo State, Nigeria, aiming to identify the effects of
Company Income Tax (CIT), Capital Gains Tax (CGT), and Value Added Tax (VAT). The
research was motivated by the observed complexity and burden of tax compliance for SMEs,
filling a gap in understanding how specific taxes impact their financial viability. Utilizing a
judgmental sampling technique, 120 SMEs in five bustling urban Local Government Areas in
Ibadan were selected, ensuring inclusion of diligent tax-payers. Data were gathered through
meticulously distributed questionnaires, employing a systematic approach considering both
location and optimal times for retrieval. The study revealed that CIT, CGT, and VAT
significantly hindered growth and profitability for SMEs, with respondents consistently viewing
these taxes as barriers to investment and expansion. It concluded that the current tax system is
challenging for SMEs, necessitating recommendations for tax reform that include simplifying
regulations, providing incentives, exemptions, and actively engaging SME owners in policy
formulation. Implementing these strategies, it suggests, would foster a more conducive tax
environment for SMEs in the region.

Keywords: Small and Medium Enterprises (SMEs), Taxation, Company Income Tax (CIT);
Capital Gains Tax (CGT), Value Added Tax (VAT), Financial Performance, Ibadan, Oyo State,
Tax Reform, Policy Formulation

Word Count: 185
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