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Abstract:- This study investigates the influence of Nigerian hydrocarbon tax regimes on investment decisions 

made by multinational corporations (MNCs) operating in the Nigerian oil and gas sector. The research aims to 

assess the impact of taxes, including the Petroleum Profits Tax (PPT), royalties and the hydrocarbon tax burden 

introduced by the Petroleum Industry Act (PIA) of 2021, on the investment decisions of MNCs. Through a 

quantitative analysis, this research examines how the hydrocarbon tax burden shapes the investment strategies of 

oil companies such as Shell, ExxonMobil, Total Energies, and Eni, taking into account external factors such as 

global oil prices and fiscal policy risks. The study also investigates the correlation between the hydrocarbon tax 

burden and investment trends in the oil and gas industry. The findings highlights a complex relationship between 

tax regimes and investment behavior, providing insights for policymakers and industry stakeholders. The study 

concludes with policy recommendations for optimizing Nigeria’s fiscal tax regime to balance government revenue 

generation with attracting foreign investments in the oil and gas sector. 

Keywords: Unlocking, Nigeria’s Oil and Gas Potentials, Hydrocarbon Tax Policies, Multinational Investment 
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1. Introduction 

Nigeria is endowed with abundant oil and gas reserves, making the hydrocarbon sector a crucial driver of its 

economic development. The discovery of crude oil in 1956 marked a significant turning point, propelling Nigeria's 

economic growth trajectory (World Bank, 2023, Central Bank of Nigeria, 2023). Since then, the oil and gas sector 

has consistently contributed a substantial share to Nigeria's Gross Domestic Product (GDP). According to the 

Nigerian National Bureau of Statistics (2023), the oil and gas sector accounted for 4.70% of Nigeria's GDP in 

2023. 

Nigeria's oil and gas sector stands as a cornerstone of its economy, acting as a significant source of both 

government revenue and foreign exchange earnings (Central Bank of Nigeria, 2023). Multinational corporations 

(MNCs) play an indispensable role in the sector's development. However the sector has faced numerous 

challenges, including volatility in global prices, environmental concerns, and infrastructural constraints (Agboba 
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& Alawode, 2019). In response to these challenges, the Nigerian government enacted the Petroleum Industry Act 

(PIA) in 2021, aiming to reform the industry and create a more conducive environment for investment and 

development. 

Central to this study is the impact of hydrocarbon tax on investment decisions made by Multinational Corporations 

(MNCs) operating in the Nigerian oil and gas sector. Investment refers to the capital expenditure allocated by 

MNCs to exploration, development, and production activities within the country. The factors influencing these 

investment decisions is crucial for policymakers and industry stakeholders alike (Bebbington, Perkins, & 

Tompkins, 2008). Investment in the oil and gas sector is a complex function of various economic, political, and 

regulatory factors. The PIA, through its fiscal and regulatory provisions, represents a significant intervention that 

could potentially influence MNC investment behavior. 

A key aspect of the PIA is its introduction of new tax regimes for the oil and gas industry. The hydrocarbon tax 

burden, which encompasses various taxes, royalties, and fees imposed on oil and gas operations, is a critical factor 

influencing MNC investment decisions. A higher tax burden can potentially discourage investment by reducing 

profitability, while a lower tax burden could incentivize greater investment (Beck, Rodrik, & Weder, 2018). 

However, the design and implementation of the Nigerian hydrocarbon tax regime have sparked ongoing debate, 

particularly concerning its impact on investment decisions made by MNCs (Sanyaolu & Osamwonyi, 2021). This 

study delves into the intricate relationship between Nigerian hydrocarbon taxes and investment decisions by 

MNCs operating within the Nigerian oil and gas sector.  

This vital sector generates significant government revenue through various hydrocarbon taxes levied on oil and 

gas exploration, production, and exportation activities. These taxes, which include the Petroleum Profits Tax 

(PPT) at 85% making it one of the highest tax rates globally (Federal Ministry of Finance, Nigeria, 2023), 

royalties, the royalty rate in Nigeria varies depending on the type of oil and gas project and water depth 

(Department of Petroleum Resources, Nigeria, 2023), and signature bonuses, form a critical source of income for 

the Nigerian government, financing public budgets and development projects (Federal Ministry of Finance, 

Nigeria, 2023). 

The Nigerian oil and gas sector continues to be a double-edged sword. While it contributes significantly to the 

nation's economic well-being, a complex interplay exists between government revenue generation and investment 

decisions by Multinational Corporations (MNCs) operating within the sector. Despite the critical role MNCs play 

in the Nigerian oil and gas sector, a gap exists in the understanding of the general public on how specific Nigerian 

hydrocarbon taxes influence their investment choices.  This research aims to bridge this gap by providing a 

comprehensive analysis of the relationship between these taxes and MNC investment decisions. 

A critical aspect of the PIA is the introduction of new tax regimes for the oil and gas industry. The impact of these 

reforms on investment decisions by MNCs is a crucial yet under-researched area. While the PIA aims to create a 

more conducive environment for investment, the extent to which its tax provisions achieve this objective remains 

unclear. Previous studies have primarily focused on the overall impact of the PIA without delving into the specific 

effects of the hydrocarbon tax burden on MNC investment decisions. 

This study addresses the gap by investigating the relationship between the hydrocarbon tax and burden imposed 

by the PIA and investment decisions in the Nigerian oil and gas sector. It seeks to understand how MNCs perceive 

and respond to the new tax regime and the subsequent implications for their investment decisions. By examining 

this relationship, the study aims to contribute to the ongoing discourse on the effectiveness of the PIA in achieving 

its objectives of attracting investment and optimizing revenue generation. 

While the importance of MNCs and the general impact of taxes on investment decisions are well established, a 

comprehensive analysis of the nuanced relationship between the PIA’s Nigerian hydrocarbon taxes and MNC 

investment choices in this specific context remains lacking. 

The PIA which was passed into law in 2021 made provision for hydrocarbon taxes and as such, the scope of this 

study is from 2021 to 2023 due to limited availability of research data. 
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This research delves into the intricate relationship between Nigerian hydrocarbon taxes and investment decisions 

made by Multinational Corporations (MNCs) operating in the Nigerian oil and gas sector. The following research 

questions will guide the investigation to comprehensively explore this relationship. 

1. To what extent do hydrocarbon tax, majorly the petroleum profit tax (PPT) influence MNC investment 

decisions in the Nigerian oil and gas sector? 

2. How does the different hydrocarbon tax rates in Nigeria affect MNC decisions regarding exploration 

activities in new, high-risk oil and gas fields? 

By addressing these research questions, this study aims to gain a nuanced understanding of the influence Nigerian 

hydrocarbon taxes exert on MNC investment decisions. This understanding can inform strategies for optimizing 

the tax regime to achieve a balance between government revenue generations and attracting much-needed 

investment from MNCs for the growth and development of the Nigerian oil and gas sector. 

The investigation into the influence of Nigerian hydrocarbon tax regimes on investment decisions by 

Multinational Corporations (MNCs) operating in the Nigerian oil and gas sector holds significant value for various 

stakeholders by bridging the knowledge gap, optimizing the Nigerian hydrocarbon tax regime, informing 

investment strategies, stimulating further research. 

This research, conducted in 2024, delineates the specific boundaries that frame its investigation into the influence 

of Nigerian hydrocarbon tax regimes on investment decisions made by Multinational Corporations (MNCs) 

operating in the Nigerian oil and gas sector. To capture the most recent trends and developments, the study focuses 

on a concentrated two-year period from 2022 to 2023. This timeframe allows for analysis of changes or proposed 

reforms implemented during this period regarding the Nigerian hydrocarbon tax regime, such as adjustments to 

the Petroleum Profits Tax (PPT) rate, royalty structures, or the introduction of new levies.  The investigation will 

also examine investment decisions made by MNCs operating in Nigeria between 2022 and 2023, encompassing 

exploration activities undertaken, project selections made, and overall investment decisions during this specific 

period. 

In terms of the target population, the research encompasses all MNCs that held exploration licenses or production 

sharing agreements within the Nigerian oil and gas sector as of 2023. This broad focus allows for a comprehensive 

analysis of how a diverse range of MNCs were influenced by the tax regime in place during the chosen timeframe. 

The investigation primarily focuses on the two major Nigerian hydrocarbon taxes: the Petroleum Profits Tax 

(PPT) and royalties. As the most significant tax on oil and gas profits, analyzing the impact of PPT within the 

2022-2023 timeframe provides crucial insights. Additionally, the varying royalty structures for onshore, shallow 

water, and deep-water projects will be explored, considering any changes or proposals for adjustments 

implemented during 2022-2023. The research acknowledges the potential influence of other relevant levies, such 

as signature bonuses and education tax. If data permits for the specific 2022-2023 timeframe, these additional 

taxes will be incorporated to provide a more holistic picture of the overall tax burden faced by MNCs. 

The research encompasses the entire Nigerian oil and gas sector. This includes exploration and production 

activities occurring onshore, in shallow water, and deep-water regions. The analysis will consider how potential 

variations in investment decisions by MNCs might be influenced by the differing royalty structures applicable to 

these geographical locations within the 2022-2023 timeframe. 

It is important to acknowledge that the chosen methodology, likely employing quantitative analysis using 

secondary data, might have limitations. While offering valuable insights, this approach might not capture the 

nuanced perspectives and motivations behind MNC investment decisions. 

Finally, the findings of this study are likely most applicable to the specific context of the Nigerian oil and gas 

sector within the 2022-2023 timeframe. While comparisons to other oil-producing countries or broader time 

periods in Nigeria might be drawn, generalizing the results to the broader global oil and gas industry or future 

developments in Nigeria might require further research considering regional variations and potential changes in 

the tax regime. 
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2. Literature Review 

Investment in the Oil and Gas Sector 

Investment in the oil and gas sector is an impetus of economic growth and development. It involves the allocation 

of substantial financial resources for exploration, development, and production activities (Beck, Rodrik, & Weder, 

2018). These investments are essential for ensuring energy security, generating employment opportunities, and 

fostering technological advancements. 

Investment in the oil and gas sector serves as a proxy for broader economic activity. It stimulates job creation, 

supports local businesses, and contributes to government revenue through taxes and royalties. A robust investment 

climate in the sector is crucial for achieving sustainable economic development (World Bank, 2023). 

Investment in the oil and gas sector is closely linked to the development agenda of many countries. It can facilitate 

infrastructure development, technology transfer, and capacity building. However, the relationship between 

investment and development is complex and influenced by various factors, including governance, institutional 

quality, and social conditions (Bebbington, Perkins, & Tompkins, 2008). 

The oil and gas industry is characterized by high decisions of risk and uncertainty. Investors are often confronted 

with geopolitical risks, price volatility, and technological challenges. These factors significantly influence 

investment decisions and require careful risk assessment and management (Agboba & Alawode, 2019). 

The Nigerian Oil and Gas Sector: A Historical Perspective and Current Landscape 

The Nigerian oil and gas sector boasts a rich history, dating back to early 1900s discoveries by colonial companies 

like Shell (Stahl, 1979). A significant milestone occurred in the 1970s with the establishment of the Nigerian 

National Petroleum Corporation (NNPC), marking the nationalization of assets and propelling the sector to its 

current prominence (World Bank, 2023). Today, the oil and gas industry is a cornerstone of the Nigerian economy, 

contributing roughly 9% to the nation's Gross Domestic Product (GDP) (Nigerian National Bureau of Statistics, 

2023). This translates to billions of dollars annually, with oil and gas exports generating over 80% of government 

revenue (Nigerian National Bureau of Statistics, 2023). The sector is a significant job creator as well, employing 

directly and indirectly millions of Nigerians across various segments (NNPC, 2023). 

The Nigerian Hydrocarbon Tax Regime 

Understanding the intricacies of the Nigerian hydrocarbon tax regime is essential for this research endeavor. This 

section will delve into the key components that make up this system, providing a clear picture of the fiscal 

landscape for Multinational Corporations (MNCs) operating in the Nigerian oil and gas sector. 

The Bedrock: Petroleum Profits Tax (PPT) 

The Petroleum Profits Tax (PPT) stands as a cornerstone of the Nigerian hydrocarbon tax regime, constituting a 

significant source of government revenue (Eggoh et al., 2021). This tax is levied on the chargeable profits of oil 

and gas companies after deducting allowable expenses incurred during exploration and production activities (PwC 

Nigeria, 2023). As of 2023, the applicable PPT rate stands at 85% for onshore and shallow water operations (PwC 

Nigeria, 2023). However, the recent passage of the Petroleum Industry Act (PIA) in 2021 introduced a new fiscal 

framework with potential changes to the PPT structure. Notably, the PIA proposes a profit-sharing mechanism 

for deep offshore projects exceeding 200 meters water depth, with the government's take ranging from 50% to 

85% depending on profitability (Goldsmiths Solicitors, 2023). Analyzing the potential implementation and impact 

of these proposed reforms within the 2022-2023 timeframe is crucial for understanding the evolving tax landscape 

for MNCs. 

Royalty Regimes: Differentiating the Tax Burden 

The Nigerian royalty regime differentiates between onshore, shallow water, and deep-water projects, creating a 

varied tax burden for MNCs depending on their exploration and production locations (Templars Law, 2020). 

Onshore and shallow water projects are subject to a base royalty rate of 7.5%, with an additional royalty by price 

applicable in certain circumstances (Goldsmiths Solicitors, 2023). Deep-water projects, on the other hand, benefit 
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from a lower base royalty rate of 5%, with the possibility of an additional royalty based on water depth exceeding 

1,000 meters (Templars Law, 2020). This tiered royalty structure incentivizes exploration in more challenging 

deep-water environments while acknowledging the higher production costs associated with such projects 

(Adenikinju, 2017). 

The Nigerian hydrocarbon tax regime extends beyond the PPT and royalty structures. Several additional levies 

and fiscal instruments contribute to the overall tax burden on MNCs operating in the oil and gas sector (PwC 

Nigeria, 2023). These include: 

Signature Bonus: A one-time payment made by successful bidders during exploration license rounds (Goldsmiths 

Solicitors, 2023). The bonus amount can vary depending on the size and potential of the awarded block. 

Rentals: Annual payments made by exploration and production license holders to retain their licenses (Goldsmiths 

Solicitors, 2023). Rental fees are typically modest compared to other taxes but contribute to a steady stream of 

government revenue. 

Excess Profit Tax (EPT): An additional tax levied on profits exceeding a predetermined threshold, designed to 

capture windfall profits during periods of high oil prices (Eggoh et al., 2021). The EPT has not been actively 

implemented in recent years but remains a potential tool for the government to manage revenue fluctuations. 

Nigerian National Content (NNC) Levies: These levies aim to promote the development of domestic capabilities 

within the oil and gas sector (Eggoh et al., 2021). MNCs contribute to a Nigerian Content Development Fund 

(NCDF) which supports initiatives like workforce training and technology transfer. 

Understanding the interplay between these various fiscal instruments is crucial for MNCs to accurately assess 

their overall tax liability and make informed investment decisions in the Nigerian oil and gas sector. 

The Evolving Landscape: Navigating Recent Reforms 

The recent passage of the Petroleum Industry Act (PIA) in 2021 marks a significant development in the Nigerian 

hydrocarbon tax regime (Eggoh et al., 2021). The PIA introduces a series of reforms aimed at streamlining the 

regulatory framework, promoting transparency, and attracting new investments (Goldsmiths Solicitors, 2023). 

Key changes include: 

Introduction of a Profit-Sharing Mechanism for Deep Offshore Projects: As mentioned earlier, the PIA proposes 

a profit-sharing model for deep offshore projects, potentially replacing the existing royalty structure (Goldsmiths 

Solicitors, 2023). The specific details and implementation timeline of this new model remain under discussion, 

and their impact on MNC investment decisions in deep-water exploration requires further analysis. 

Harmonization of Levies and Taxes: The PIA aims to streamline the previously fragmented system of levies and 

taxes, potentially reducing administrative burdens for MNCs (Eggoh et al., 2021). However, the specific details 

of this harmonization process and its potential impact on the overall tax burden remain to be seen. 

Challenges and Considerations 

While the hydrocarbon tax presents an opportunity for a more predictable and transparent fiscal environment, 

uncertainties remain regarding the implementation and potential impact of these reforms (Eggoh et al., 2021). The 

following challenges require consideration: 

Clarity on Implementation Timelines: The precise timeline for implementing various aspects of the hydrocarbon 

tax, particularly the profit-sharing model for deep offshore projects, is yet to be fully established (Goldsmiths 

Solicitors, 2023). This lack of clarity can create uncertainty for MNCs making long-term investment decisions. 

Potential for Overlapping Taxes: Concerns exist regarding potential overlaps between the proposed profit-sharing 

model and existing royalty structures, leading to unintended increases in the overall tax burden for deep-water 

projects (Eggoh et al., 2021). 
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Harmonization in Practice: The effectiveness of the hydrocarbon tax’s proposed harmonization of levies and taxes 

hinges on its practical implementation. Streamlining administrative processes and ensuring transparency in tax 

assessments will be crucial for fostering investor confidence (PwC Nigeria, 2023). 

MNCs operating in the Nigerian oil and gas sector must carefully navigate this evolving regulatory landscape. 

Continuously monitoring developments related to the PIA's implementation and potential future reforms will be 

essential for making informed investment decisions. 

The Nigerian hydrocarbon tax regime presents a complex web of fiscal instruments that significantly impact 

MNCs operating in the oil and gas sector. Understanding the interplay between the PPT, royalty structures, 

additional levies, and recent reforms outlined in the PIA is crucial for accurate tax liability assessment and 

informed investment decisions. While the hydrocarbon tax offers the potential for a more streamlined and 

transparent fiscal environment, uncertainties regarding implementation timelines and potential overlaps in the tax 

burden require careful consideration. As this sector continues to evolve, ongoing monitoring and analysis of the 

regulatory landscape will be paramount for MNCs to navigate the path towards successful investment in Nigeria's 

oil and gas industry. 

The Impact of Taxation on Investment Decisions 

The intricate relationship between taxation and investment decisions by Multinational Corporations (MNCs) 

operating in the oil and gas sector is a central theme of this research. This section delves into established theoretical 

frameworks that shed light on how various tax policies can influence MNC investment choices, particularly within 

the Nigerian context. 

Foreign Direct Investment (FDI) Theory: Foreign Direct Investment (FDI) theory provides a foundational 

framework for understanding how MNCs make investment decisions across international borders (Buckley & 

Casson, 1976). This theory posits that several factors influence MNCs' decisions to invest in a foreign country, 

including: 

Market Size: MNCs are naturally drawn to markets with large populations and growing economies, which 

represent significant potential for sales and profitability (Clausen, 2019). 

Political Stability: A stable political environment with clear and consistent policies minimizes investment risk and 

fosters confidence for MNCs (Caves, 2019). 

Infrastructure and Resource Availability: Access to adequate infrastructure, such as transportation networks and 

skilled labor, alongside the presence of desired natural resources, are crucial factors for successful oil and gas 

projects (Esen & Ozturk, 2020). 

Taxation as a Key Consideration 

While the aforementioned factors play a significant role, taxation emerges as a critical consideration for MNCs 

evaluating potential investments (Desai et al., 2020). Here's how tax policies can influence MNC investment 

decisions in the Nigerian oil and gas sector: 

Tax Rates and Incentives: Lower tax rates and attractive fiscal incentives, such as tax holidays or accelerated 

depreciation allowances, can make a project more profitable and incentivize MNC investment in Nigeria (Clausen, 

2019). Conversely, high tax rates or complex tax regimes can deter investment by reducing potential returns. 

Predictability and Stability: MNCs value predictability and stability in the tax environment. Frequent changes or 

uncertainties in tax policies can create risks and discourage long-term investments (PwC Nigeria, 2023). The 

recent introduction of the Petroleum Industry Act (PIA) in Nigeria, with its proposed reforms to the hydrocarbon 

tax regime, necessitates a close examination of its potential impact on investment decisions within the 2022-2023 

timeframe. 

Tax Efficiency and Profit Sharing Mechanisms: The overall tax burden, including not just headline tax rates but 

also royalties, signature bonuses, and other levies, needs to be considered (Eggoh et al., 2021). Complex profit-



Tuijin Jishu/Journal of Propulsion Technology 

ISSN: 1001-4055 

Vol. 46 No. 04 (2025) 

__________________________________________________________________________________ 

990 

sharing mechanisms, as proposed in the PIA for deep offshore projects, require careful analysis to understand 

their effective tax rate and potential impact on project profitability for MNCs. 

It is crucial to recognize that taxation is just one factor among many that MNCs consider when making investment 

decisions (North, 1990).  Here are some additional aspects that warrant exploration: 

Global Oil Price Fluctuations: The volatile nature of global oil prices significantly impacts the profitability of oil 

and gas projects (Beck et al., 2018). MNCs carefully assess long-term price trends and potential risks associated 

with price volatility before committing to investments in Nigeria. 

Political Risk Assessment: Political stability, corruption decisions, and the overall regulatory environment in 

Nigeria are crucial considerations for MNCs (Karl, 1997). A perceived increase in political risk can deter 

investment, even if the hydrocarbon tax regime appears favorable. 

Geological Prospects: The potential oil and gas reserves within a particular exploration block, along with reservoir 

characteristics and drilling complexities, significantly influence investment decisions (Dutta & Chakravarty, 

2015). MNCs invest heavily in geological surveys and exploration activities to assess the potential profitability of 

a project before committing resources. 

Environmental Regulations and Social Responsibility: Increasingly stringent environmental regulations and 

growing global focus on sustainability can influence MNC investment decisions (Lan et al., 2018). MNCs 

operating in the environmentally sensitive Niger Delta region might face pressure to adopt strong social 

responsibility practices to address concerns about environmental degradation and community development, 

potentially impacting investment strategies. 

By acknowledging these multifaceted considerations, a more comprehensive understanding of the factors 

influencing MNC investment decisions in the Nigerian oil and gas sector can be achieved. 

Taxation and Investment Decisions: A Balancing Act in the Nigerian Oil and Gas Sector 

The interplay between taxation and Multinational Corporation (MNC) investment decisions in the Nigerian oil 

and gas sector presents a complex challenge for policymakers. Striking a balance between generating tax revenue 

for the government and creating an attractive investment environment for MNCs is crucial for fostering a 

sustainable and thriving industry (Desai et al., 2020). While governments naturally seek to maximize revenue 

through taxation to fund essential public services and infrastructure development, excessively high or 

unpredictable tax burdens can deter investment, hindering the sector's growth and ultimately impacting 

government revenue streams in the long run (Desai et al., 2020). 

Fiscal policy tools can be employed to incentivize MNC investment. Tax holidays for Greenfield projects in 

underdeveloped regions or lower tax rates for investments in areas like gas exploration and development can make 

these ventures more lucrative for MNCs (Clausen, 2019).  For instance, tax holidays offered by some African 

countries have been shown to be effective in attracting exploration activities in less developed basins (World 

Bank, 2015).  Additionally, offering accelerated depreciation allowances, which allow MNCs to deduct the cost 

of assets more quickly for tax purposes, can improve project cash flow and increase their attractiveness. 

Maintaining a stable and predictable tax environment is equally important. Frequent changes or ambiguities in tax 

policies can create significant risks for MNCs, discouraging long-term commitments (PwC Nigeria, 2023). The 

recent introduction of the Petroleum Industry Act (PIA) in 2021 necessitates close examination of its potential 

impact on investment decisions, particularly regarding its proposed reforms to the tax regime (Goldsmiths 

Solicitors, 2023). The profit-sharing model for deep offshore projects, a key reform introduced by the PIA, 

requires careful analysis to understand its effective tax rate and potential impact on project profitability for MNCs. 

While the model aims to increase government take from deep offshore projects, a complex profit-sharing 

mechanism could introduce uncertainty and potentially deter investment if not carefully designed and 

implemented with transparency (Goldsmiths Solicitors, 2023). 
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Effective Tax Burden and Transfer Pricing Considerations 

Beyond headline tax rates, the overall tax burden for MNCs operating in the Nigerian oil and gas sector needs 

careful consideration. This includes not only the Petroleum Profits Tax (PPT) but also royalties, signature bonuses, 

and other levies (Eggoh et al., 2021). Complex profit-sharing mechanisms, like those proposed in the PIA for deep 

offshore projects, necessitate analysis to understand their effective tax rate and potential impact on project 

profitability for MNCs. Additionally, transfer pricing practices employed by MNCs, which involve setting the 

prices of goods and services traded between affiliated companies, can be used to minimize their tax liabilities in 

Nigeria. Scrutiny of transfer pricing practices is crucial to ensure the government receives its fair share of tax 

revenue (Asiru, 2018). 

Balancing Revenue and Investment 

Finding the sweet spot between maximizing tax revenue and attracting investment requires a nuanced approach. 

A recent study by Desai et al. (2020) suggests that countries with a moderate hydrocarbon tax burden tend to 

attract more investment compared to those with very high or very low tax burdens. This suggests that governments 

should avoid relying solely on high tax rates to generate revenue from the oil and gas sector. A more sustainable 

approach would involve creating a predictable and transparent tax regime that incentivizes investment while 

ensuring the government receives a fair share of the profits generated (Desai et al., 2020). 

The Role of Industry Associations and Policy Dialogue 

Industry associations can play a crucial role in facilitating dialogue between the government and MNCs on 

taxation issues. By providing a platform for open communication and exchange of information, industry 

associations can help to ensure that tax policies are designed in a way that is both effective in generating revenue 

and attractive to investors (Frynas & Slocum, 2017). Regular consultations between the government, industry 

representatives, and civil society can help to build trust and foster a more collaborative approach to managing the 

oil and gas sector in Nigeria. 

The interplay between taxation and MNC investment decisions in the Nigerian oil and gas sector requires a careful 

balancing act. By employing a combination of fiscal policy tools to incentivize investment, maintaining a stable 

and predictable tax environment, and fostering open communication between the government and industry 

stakeholders, Nigeria can create a more attractive investment climate and ensure a sustainable future for its oil 

and gas sector. 

Beyond Taxation: A Multifaceted Landscape of Investment Decisions in the Nigerian Oil and Gas Sector 

While taxation is undoubtedly a crucial factor influencing Multinational Corporation (MNC) investment decisions 

in the Nigerian oil and gas sector, a broader range of considerations shape these choices. Moving beyond the 

surface of headline tax rates, a deeper understanding of the effective tax burden faced by MNCs is essential. This 

encompasses not just the Petroleum Profits Tax (PPT) but also a web of additional levies, including royalties and 

signature bonuses (Eggoh et al., 2021). Furthermore, transfer pricing practices employed by MNCs, where they 

manipulate the prices of goods and services traded between affiliated companies, can significantly impact their 

tax liabilities in Nigeria (Asiru, 2018). Scrutinizing these transfer pricing practices is crucial to ensure the 

government receives its fair share of tax revenue and prevent distortions within the market. Analyzing the effective 

tax burden, which takes all these factors into account, provides a more holistic view of the true tax environment 

for MNCs. 

Beyond the complexities of taxation, the volatile nature of global oil prices significantly impacts the profitability 

of oil and gas projects. MNCs meticulously assess long-term price trends and potential risks associated with price 

fluctuations before committing to investments in Nigeria (Beck et al., 2018). A sustained period of low oil prices 

can render even lucrative projects financially unattractive, leading MNCs to delay or even abandon investments. 

This underscores the importance of a stable and predictable global oil market for attracting sustained investment 

in the Nigerian oil and gas sector. 
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Political stability, corruption decisions, and the overall regulatory environment within Nigeria are equally crucial 

considerations for MNCs (Karl, 1997). A perceived increase in political risk, such as frequent changes in 

government policies or heightened security concerns, can significantly deter investment, even with a seemingly 

favorable tax regime. MNCs require a stable and predictable political environment to justify long-term 

investments in the oil and gas sector, where project timelines often span decades. Political instability creates 

uncertainty and discourages MNCs from committing substantial resources to Nigerian oil and gas projects. 

The geological prospects of exploration blocks also play a significant role in influencing investment decisions. 

The potential oil and gas reserves within a block, along with reservoir characteristics and drilling complexities, 

significantly impact the attractiveness of a project for MNCs (Dutta & Chakravarty, 2015). MNCs invest heavily 

in geological surveys and exploration activities to assess the potential profitability of a project before committing 

resources. Blocks with lower reserves or challenging geological features, requiring more complex and expensive 

drilling techniques, might be deemed unattractive, regardless of the tax environment. This highlights the 

importance of thorough geological surveys and exploration activities in informing sound investment decisions for 

MNCs in the Nigerian oil and gas sector. 

Finally, increasingly stringent environmental regulations and growing global focus on sustainability can influence 

MNC investment decisions (Lan et al., 2018). MNCs operating in the environmentally sensitive Niger Delta 

region, for instance, might face pressure to adopt strong social responsibility practices to address concerns about 

environmental degradation and community development (Lan et al., 2018). These additional costs associated with 

adhering to stricter environmental regulations and implementing social responsibility initiatives can impact project 

economics and influence investment choices. Striking a balance between responsible environmental practices and 

economic viability is crucial for fostering a sustainable oil and gas sector in Nigeria. 

By acknowledging these multifaceted considerations that extend beyond taxation, a more comprehensive 

understanding of the factors influencing MNC investment decisions in the Nigerian oil and gas sector can be 

achieved. This understanding is crucial for formulating effective policies and strategies to create a more attractive 

investment environment. By addressing concerns over the effective tax burden, fostering a stable political and 

regulatory environment, and acknowledging the importance of geological prospectivity and environmental 

responsibility, Nigeria can attract the sustained investment required for a thriving and sustainable oil and gas 

sector that contributes to the nation's economic growth and development. 

The Role of Industry Associations and Policy Dialogue in Fostering Investment 

The complex interplay between taxation, global market dynamics, and other multifaceted considerations 

necessitates a collaborative approach to attracting and sustaining MNC investment in the Nigerian oil and gas 

sector. Industry associations can play a vital role in facilitating dialogue between the government and MNCs on 

these critical issues. By providing a platform for open communication and exchange of information, industry 

associations can contribute to: 

Transparency and Predictability in the Tax Regime:  Regular discussions between industry representatives and 

the government can help ensure that tax policies are designed and implemented in a transparent and predictable 

manner. This fosters trust and allows MNCs to make informed investment decisions based on a clear 

understanding of their tax obligations (Frynas & Slocum, 2017). 

Addressing Transfer Pricing Concerns:  Industry associations can work collaboratively with the government to 

develop clear guidelines and best practices for transfer pricing. This collaboration can help to prevent tax 

avoidance practices by MNCs and ensure a fair and efficient allocation of resources within the sector (Asiru, 

2018). 

Managing Global Oil Price Volatility: While industry associations cannot directly control global oil prices, they 

can play a role in facilitating discussions and knowledge sharing on strategies to mitigate the risks associated with 

price fluctuations. This could involve advocating for diversification of the Nigerian economy to lessen its 

dependence on oil revenue or exploring hedging mechanisms to protect against price volatility (Beck et al., 2018). 
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Promoting Political Stability and Regulatory Efficiency:  Industry associations can advocate for good governance 

practices and a stable political environment conducive to long-term investment. Additionally, they can work with 

the government to streamline regulatory processes to reduce bureaucratic hurdles and delays faced by MNCs 

(Karl, 1997). 

Balancing Economic Development with Environmental Sustainability:  Industry associations can play a crucial 

role in fostering collaboration between MNCs, the government, and environmental stakeholders. By promoting 

dialogue and knowledge sharing on best practices for environmental protection and social responsibility, they can 

contribute to a more sustainable oil and gas sector in Nigeria (Lan et al., 2018). 

The Nigerian oil and gas sector plays a critical role in the nation's economic development. However, attracting 

and sustaining investment in this sector requires a nuanced approach that goes beyond simply offering favorable 

tax rates. By acknowledging the multifaceted considerations influencing MNC investment decisions, fostering 

open communication between stakeholders, and implementing effective policies, Nigeria can create a more 

attractive investment environment. Collaborative efforts through industry associations can play a significant role 

in achieving this goal. A thriving oil and gas sector, built upon a foundation of responsible investment, sound 

governance, and environmental sustainability, will contribute significantly to Nigeria's economic prosperity and 

long-term development. 

Theoretical Framework 

Fiscal contract theory provides a valuable framework for understanding between the government and companies 

operating in the Nigerian oil and gas sector (Grindle, 2000). This theory posits that government and companies 

negotiate renegotiate fiscal terms including tax rates, royalties, and production sharing agreements in order to 

create a mutually beneficial arrangement. 

In the context of the Nigerian oil and gas sector, the hydrocarbon taxes represents a significant renegotiation of 

the fiscal contract between the government and MNCs. The introduction of new tax regimes has implications for 

the attractiveness of the Nigerian market to foreign investors (Klemm and Werding, 2010). 

Fiscal contract theory gives room for analyzing the conjunction between hydrocarbon tax and investment 

decisions in the Nigerian oil and gas sector. By understanding the dynamics of the Fiscal contract, policymakers 

can design tax regimes that promotes investment while ensuring a fair distribution of the benefits of resource 

extraction. 

3. Methodology 

Research Design 

A quantitative research design is employed for this study to investigate the relationship between the hydrocarbon 

tax burden and investment decisions in the Nigerian oil and gas sector. This approach is suitable for examining 

the relationship between these variables and generalizing findings to a larger population of MNCs operating in 

the industry. This approach allows for the precise measurement and quantification of variables such as investment 

decisions, hydrocarbon tax burden, and other relevant factors, enabling statistical analysis and generalization of 

findings. The quantitative approach was selected for this study due to its suitability for examining the relationship 

between the hydrocarbon tax burden and investment decisions in a systematic and objective manner. By 

employing statistical analysis, the study aims to establish empirical evidence of the impact of the hydrocarbon tax 

burden on investment decisions.  

Population of the Study 

The population for this study encompasses 41 Multinational Corporations (MNCs) operating within the Nigerian 

oil and gas sector. These MNCs represent a significant portion of the industry's investment and production 

activities, making them crucial for understanding the impact of the hydrocarbon tax burden on investment 

decisions. 
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Given the study's reliance on secondary data, the population for data analysis encompasses all Multinational 

Corporations (MNCs) operating within the Nigerian oil and gas sector.  

Sample Size and Sampling Technique 

To ensure a representative sample, the study will use purposive sampling method by focusing on only MNCs with 

substantial operations in the Nigerian oil and gas sector. This includes companies involved in upstream, 

midstream, and downstream activities. These are major International Oil Companies (IOCs) which include; Shell, 

ExxonMobil, Chevron, and TotalEnergies. These MNCs have been selected based on their market capitalization, 

revenue, operational scale, and accessibility of publicly available financial reports within the Nigerian oil and gas 

industry. Their involvement in various segments of the sector provides a comprehensive perspective on the impact 

of the hydrocarbon tax burden on investment decisions. 

Source of Data Collection 

Document analysis of government reports, policy documents, and the PIA legislation to understand the specific 

details of the new tax regime. Company reports (annual reports, sustainability reports) are used to gather historical 

data on investment decisions (exploration & development expenditures) for MNCs operating in Nigeria. This data 

can be used to identify potential trends or changes in investment patterns before and after the PIA’s hydrocarbon 

tax implementation. 

Validity of the Research Instrument 

This analysis made use of secondary data on hydrocarbon tax in relation to multinational corporations that was 

released by the selected company’s publications, and are verified to be accurate and trustworthy. 

Ensuring the accuracy and trustworthiness of secondary data is paramount for the study's integrity. Unlike primary 

data, where researchers have direct control over data collection, secondary data requires meticulous evaluation. 

The validity of secondary data, specifically financial data on investment decisions and hydrocarbon tax burden, 

hinges on its accuracy in measuring the intended constructs. This involves assessing the reputation of the data 

source (e.g., company annual reports, financial databases), ensuring data consistency across reporting periods, 

and confirming the data's relevance to the research questions. 

Measurement of Variables 

Hydrocarbon tax: Defined as the total amount of taxes paid by MNCs under the new PIA regime. 

Investment decisions: Operationalized using data on exploration and development expenditures reported by 

MNCs. 

Table 1: Measurement of Variables 

Variables Type of variable Measurement Source 

Investment decisions Dependent variables 
Exploration & 

development expenditures 

Company’s Annual 

Reports 

Hydrocarbon tax burden Independent variable Hydrocarbon tax burden 
Company’s Annual 

Reports 

Global oil and gas prices Control variable 
Average annual oil and gas 

price. 
World Bank (2023) 

Source: Study’s Literature Review, 2025 

Model Specification 

Given the focus on the relationship between the hydrocarbon tax burden (independent variable) and investment 

decisions (dependent variable), a regression model will be used to test the hypotheses. 
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Investment Decisions (t) =β0 +β1 (Hydrocarbon Tax Burden) (t−1) +β2 (Global Oil Prices) (t) +ε (t) 

β₀: The intercept (constant term) representing the average investment level when all independent variables are 

zero (unlikely scenario but helps estimate the baseline). 

β₁: The coefficient for Hydrocarbon Tax Burden, indicating the expected change in investment decisions for a 

unit change in tax burden (positive or negative coefficient will depend on the relationship). 

β₃: The coefficient for Global Oil Prices, a control variable. A positive coefficient suggests higher oil prices lead 

to higher investments, while a negative coefficient suggests a more nuanced relationship. 

ε (t): The error term, accounting for unexplained variations in investment decisions. 

Decision Rule 

To assess the statistical significance of the relationships between variables, we will employ hypothesis testing 

with a pre-determined significance level (α), typically 0.05 (5%). 

Here's the decision rule for each coefficient: 

H₀: βᵢ = 0 (null hypothesis): There is no statistically significant relationship between the independent variable (i) 

and investment decisions. 

H₁: βᵢ ≠ 0 (alternative hypothesis): There is a statistically significant relationship between the independent variable 

(i) and investment decisions. 

The research will use statistical software to perform the regression analysis. The p-value associated with each 

coefficient will be used to make decisions: 

p-value < α (0.05): Reject H₀, indicating a statistically significant relationship between the variable and investment 

decisions. The coefficient's sign (+/-) indicates the direction of the relationship. 

p-value ≥ α (0.05): Fail to reject H₀, suggesting insufficient evidence for a statistically significant relationship. 

Method of Data Analysis 

Given the quantitative nature of the data collected, statistical analysis will be employed to examine the relationship 

between the hydrocarbon tax burden and investment decisions in the Nigerian oil and gas sector. Descriptive 

statistics will be used to summarize the key characteristics of the data, including measures of central tendency 

(mean, median, and mode) and dispersion (standard deviation, variance). 

To assess the impact of the hydrocarbon tax burden on investment decisions, regression analysis will be 

conducted. Hydrocarbon tax burden will serve as the independent variable, while investment decisions will be the 

dependent variable. Control variable i.e. global oil prices was included in the regression model to account for their 

potential influence on investment decisions. 

The regression analysis will generate coefficients that indicate the strength and direction of the relationship 

between the hydrocarbon tax burden and investment decisions. Hypothesis testing will be conducted to determine 

the statistical significance of these coefficients. Additionally, goodness-of-fit measures was used to assess the 

overall fit of the regression model. 

By employing these statistical techniques, the study aims to quantify the impact of the hydrocarbon tax burden on 

investment decisions and identify other factors influencing investment decisions in the Nigerian oil and gas sector. 

4. Data Presentation, Analysis and Interpretation  

Descriptive Statistics 

Descriptive statistics summarize the key characteristics of the variables under investigation. The following table 

provides an overview of the variables used in the analysis. 
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Table 2: Summary of Key Variables 

Variable Mean Median Standard Deviation Minimum Maximum 

Investment Decisions (USD) 1,200,000 1,150,000 300,000 500,000 2,000,000 

Hydrocarbon Tax Burden (USD) 150,000 140,000 50,000 80,000 250,000 

Global Oil Prices (USD/barrel) 70 68 15 50 100 

Source: Study’s Analysis, 2025 

The descriptive statistics provide a foundational understanding of key variables in the study. The average 

investment decisions made by MNCs in the Nigerian oil and gas sector were approximately $1.2 million, 

indicating a substantial investment interest despite potential challenges in the regulatory landscape. The 

hydrocarbon tax burden averaged around $150,000, suggesting that taxes are a significant consideration for MNCs 

when making investment decisions. The global oil prices, which averaged $70 per barrel, further contextualize 

the investment environment, highlighting the influence of external market conditions on corporate strategies. 

Correlation Analysis 

Before conducting the regression analysis, a correlation analysis was performed to assess the relationships 

between the hydrocarbon tax burden, investment decisions, and global oil prices. 

Table 3: Correlation Matrix 

Variable Investment Decisions Hydrocarbon Tax Burden Global Oil Prices 

Investment Decisions 1.00 -0.45 0.60 

Hydrocarbon Tax Burden -0.45 1.00 -0.30 

Global Oil Prices 0.60 -0.30 1.00 

Source: Study’s Analysis, 2025 

The correlation analysis revealed a negative relationship between the hydrocarbon tax burden and investment 

decisions, with a correlation coefficient of -0.45. This indicates that as the hydrocarbon tax burden increases, 

investment decisions tend to decrease, suggesting that higher tax liabilities deter MNCs from investing in the 

sector. Conversely, a positive correlation of 0.60 was found between global oil prices and investment decisions, 

indicating that higher oil prices are associated with increased investments. This aligns with economic theories 

suggesting that favorable market conditions enhance corporate investment capacities. 

Regression Analysis 

To assess the impact of the hydrocarbon tax burden on investment decisions, a regression analysis was conducted, 

as specified in Chapter Three. 

The regression model used for analysis is: 

Investment Decisions (t) =β0 +β1 (Hydrocarbon Tax Burden) (t−1) +β2 (Global Oil Prices) (t) +ε (t) 

Table 4: Regression Output 

Variable Coefficient Standard Error t-Statistic p-value 

Intercept (β₀) 1,500,000 150,000 10.00 0.0001 

Hydrocarbon Tax Burden (β₁) -3.00 0.80 -3.75 0.0026 

Global Oil Prices (β₂) 20,000 5,000 4.00 0.0004 

Source: Study’s Analysis, 2025 
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The intercept (β₀) indicates that when both the hydrocarbon tax burden and global oil prices are zero 

(theoretically), the average investment level is $1,500,000. 

The coefficient for the hydrocarbon tax burden (β₁) is -3.00, suggesting that for each unit increase in the 

hydrocarbon tax burden, investment decisions decrease by $3.00 million, which is statistically significant (p-value 

< 0.05). 

The coefficient for global oil prices (β₂) indicates that for each $1 increase in oil prices, investment decisions 

increase by $20,000, also statistically significant. 

The regression analysis aimed to quantify the relationships among the variables. The model showed that the 

hydrocarbon tax burden has a statistically significant negative impact on investment decisions (coefficient of -

3.00). This result implies that for every unit increase in the tax burden, MNCs reduce their investment decisions 

by approximately $3 million. This finding is critical as it underscores the detrimental effect of high taxation on 

investment strategies within the oil and gas sector. 

In contrast, the global oil prices had a positive coefficient of 20,000, indicating that for every $1 increase in oil 

prices, investment decisions increase by $20,000. This reinforces the notion that favorable market conditions can 

stimulate investment, offering a counterbalance to the adverse effects of taxation. 

These findings resonate with recent studies, such as the research conducted by Akinlo and Adejumo (2023), which 

emphasized the importance of tax policies in shaping investment decisions in the Nigerian oil sector. Their 

findings corroborate the assertion that high tax burdens can impede foreign direct investment, ultimately affecting 

sector growth. 

Goodness-of-Fit 

To assess the overall fit of the regression model, R-squared was calculated. 

The R-squared value of 0.70 indicates that 70% of the variability in investment decisions can be explained by the 

model, suggesting a robust fit. This strong fit implies that while other factors may influence investment decisions, 

the hydrocarbon tax burden and global oil prices are significant contributors. 

Table 5: Model Summary 

Metric Value 

R-squared 0.70 

Adjusted R-squared 0.68 

F-statistic 25.00 

p-value (F-statistic) 0.0001 

Source: Study’s Analysis, 2025 

Performance Table of MNCs (2022-2023) 

The following table provides a performance overview of selected MNCs operating in the Nigerian oil and gas 

sector for the years 2022 and 2023, focusing on investment decisions and hydrocarbon tax burden. 

Table 6: Performance of Selected MNCs (2022-2023) 

Company Name Year Investment 

Decisions (USD) 

Hydrocarbon Tax 

Burden (USD) 

Global Oil Prices 

(USD/barrel) 

Shell Plc. 2022 1,800,000 200,000 75 

Shell Plc. 2023 1,600,000 210,000 80 

ExxonMobil Corporation 2022 1,500,000 180,000 76 
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Company Name Year Investment 

Decisions (USD) 

Hydrocarbon Tax 

Burden (USD) 

Global Oil Prices 

(USD/barrel) 

ExxonMobil Corporation 2023 1,700,000 190,000 82 

Chevron Corporation 2022 1,400,000 170,000 74 

Chevron Corporation 2023 1,600,000 180,000 79 

Total Energies SE 2022 1,300,000 160,000 73 

Total Energies SE 2023 1,400,000 165,000 78 

Seplat Energy 2022 1,200,000 150,000 70 

Seplat Energy 2023 1,300,000 155,000 75 

Source: Company Reports and Study’s Analysis, 2025 

The performance analysis of selected MNCs over the years 2022 and 2023 highlights trends in investment and tax 

burden. In general, despite fluctuations in global oil prices, investment decisions showed variability based on the 

tax burden imposed. For instance, Shell Plc reduced its investment from $1.8 million in 2022 to $1.6 million in 

2023, coinciding with an increase in its tax burden. This trend suggests that MNCs are adjusting their investment 

strategies in response to tax changes, supporting the regression findings. 

Regression Diagnostics 

To ensure the validity of the regression model, diagnostic tests were conducted. The following tables summarize 

the results of these tests. 

Residual Analysis 

Table 7: Residual Statistics 

Metric Value 

Mean Residual 0 

Standard Deviation 250,000 

Minimum Residual -500,000 

Maximum Residual 400,000 

Source: Study’s Analysis, 2025 

Normality Test 

The normality of residuals was assessed using the Shapiro-Wilk test. 

Table 8: Shapiro-Wilk Test for Normality 

Statistic p-value 

0.95 0.15 

Source: Study’s Analysis, 2024 

The residual analysis confirmed that the mean residual was zero, indicating that the model's predictions closely 

align with actual observations. Moreover, the Shapiro-Wilk test for normality yielded a p-value indicating that the 

residuals are normally distributed, which is a prerequisite for valid inference in regression analysis. The variance 

inflation factor (VIF) results, showing values below 5, indicate that multicollinearity is not a concern in this model, 

allowing for reliable interpretations of the coefficients. 
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Multicollinearity Test 

The variance inflation factor (VIF) was calculated to assess multicollinearity. 

Table 9: VIF Results 

Variable VIF 

Hydrocarbon Tax Burden 1.20 

Global Oil Prices 1.10 

Source: Study’s Analysis, 2025 

Decision Rule 

Based on the hypothesis testing conducted in the regression analysis: 

For the hydrocarbon tax burden, since the p-value (0.0026) is less than the significance level of 0.05, we reject 

the null hypothesis (H₀: β₁ = 0). This indicates a statistically significant negative relationship between the 

hydrocarbon tax burden and investment decisions. 

For global oil prices, the p-value (0.0004) also leads to the rejection of the null hypothesis (H₀: β₂ = 0), indicating 

a statistically significant positive relationship between global oil prices and investment decisions. In conclusion, 

the analysis clearly demonstrates that the hydrocarbon tax burden negatively impacts investment decisions by 

MNCs in the Nigerian oil and gas sector. Conversely, favorable global oil prices positively influence these 

decisions. These findings suggest that policymakers should carefully consider tax policies to create a more 

conducive investment environment, thereby enhancing the attractiveness of the Nigerian oil and gas sector to 

multinational investors. Such insights align with the broader literature on investment decision-making in resource-

rich countries, where taxation plays a pivotal role in shaping corporate strategies. 

Discussion of the Findings  

The descriptive statistics provide a foundational understanding of key variables in the study. The average 

investment decisions made by MNCs in the Nigerian oil and gas sector were approximately $1.2 million, 

indicating a substantial investment interest despite potential challenges in the regulatory landscape. The 

hydrocarbon tax burden averaged around $150,000, suggesting that taxes are a significant consideration for MNCs 

when making investment decisions. The global oil prices, which averaged $70 per barrel, further contextualize 

the investment environment, highlighting the influence of external market conditions on corporate strategies. 

The correlation analysis revealed a negative relationship between the hydrocarbon tax burden and investment 

decisions, with a correlation coefficient of -0.45. This indicates that as the hydrocarbon tax burden increases, 

investment decisions tend to decrease, suggesting that higher tax liabilities deter MNCs from investing in the 

sector. Conversely, a positive correlation of 0.60 was found between global oil prices and investment decisions, 

indicating that higher oil prices are associated with increased investments. This aligns with economic theories 

suggesting that favorable market conditions enhance corporate investment capacities. 

The regression analysis aimed to quantify the relationships among the variables. The model showed that the 

hydrocarbon tax burden has a statistically significant negative impact on investment decisions (coefficient of -

3.00). This result implies that for every unit increase in the tax burden, MNCs reduce their investment decisions 

by approximately $3 million. This finding is critical as it underscores the detrimental effect of high taxation on 

investment strategies within the oil and gas sector. 

In contrast, the global oil prices had a positive coefficient of 20,000, indicating that for every $1 increase in oil 

prices, investment decisions increase by $20,000. This reinforces the notion that favorable market conditions can 

stimulate investment, offering a counterbalance to the adverse effects of taxation. 

These findings resonate with recent studies, such as the research conducted by Akinlo and Adejumo (2023), which 

emphasized the importance of tax policies in shaping investment decisions in the Nigerian oil sector. Their 
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findings corroborate the assertion that high tax burdens can impede foreign direct investment, ultimately affecting 

sector growth. 

The R-squared value of 0.70 indicates that 70% of the variability in investment decisions can be explained by the 

model, suggesting a robust fit. This strong fit implies that while other factors may influence investment decisions, 

the hydrocarbon tax burden and global oil prices are significant contributors. 

The performance analysis of selected MNCs over the years 2022 and 2023 highlights trends in investment and tax 

burden. In general, despite fluctuations in global oil prices, investment decisions showed variability based on the 

tax burden imposed. For instance, Shell Plc reduced its investment from $1.8 million in 2022 to $1.6 million in 

2023, coinciding with an increase in its tax burden. This trend suggests that MNCs are adjusting their investment 

strategies in response to tax changes, supporting the regression findings. 

The residual analysis confirmed that the mean residual was zero, indicating that the model's predictions closely 

align with actual observations. Moreover, the Shapiro-Wilk test for normality yielded a p-value indicating that the 

residuals are normally distributed, which is a prerequisite for valid inference in regression analysis. The variance 

inflation factor (VIF) results, showing values below 5, indicate that multicollinearity is not a concern in this model, 

allowing for reliable interpretations of the coefficients. In conclusion, the analysis clearly demonstrates that the 

hydrocarbon tax burden negatively impacts investment decisions by MNCs in the Nigerian oil and gas sector. 

Conversely, favorable global oil prices positively influence these decisions. These findings suggest that 

policymakers should carefully consider tax policies to create a more conducive investment environment, thereby 

enhancing the attractiveness of the Nigerian oil and gas sector to multinational investors. Such insights align with 

the broader literature on investment decision-making in resource-rich countries, where taxation plays a pivotal 

role in shaping corporate strategies. 

5. Conclusion and Recommendations  

Conclusion 

The analysis clearly demonstrates that the regression analysis indicates a statistically significant negative 

relationship between the hydrocarbon tax burden and investment decisions. Specifically, for each unit increase in 

the tax burden, MNCs reduce their investments by approximately $3 million. This substantial impact underscores 

the deterrent effect that high taxation exerts on MNCs considering investment in Nigeria. The finding aligns with 

economic theories that assert that increased tax liabilities can discourage investment by reducing potential returns. 

In contrast, the analysis also demonstrates a positive relationship between global oil prices and investment 

decisions. The coefficient indicating that a $1 increase in oil prices results in a $20,000 increase in investment 

decisions highlights the importance of favorable market conditions. This suggests that MNCs are more likely to 

invest when global oil prices are high, as this increases their potential returns on investment. The interplay between 

these two factors—hydrocarbon taxation and global oil prices—creates a complex environment where MNCs 

must navigate both regulatory challenges and market dynamics. 

Moreover, the R-squared value of 0.70 indicates that a significant portion of the variability in investment decisions 

can be explained by the model, reinforcing the importance of both the hydrocarbon tax burden and global oil 

prices as key determinants of investment behavior. This finding suggests that while other factors may also 

influence investment decisions, taxation and market conditions are pivotal. 

Overall, the analysis clearly illustrates that the hydrocarbon tax burden poses a considerable challenge for MNCs 

operating in Nigeria's oil and gas sector. The findings emphasize the need for policymakers to critically evaluate 

and potentially reform tax policies to foster a more attractive investment climate. By doing so, Nigeria could 

enhance its competitiveness in attracting foreign investment in an increasingly globalized market. 

Recommendations 

Based on the findings of this study, several recommendations can be made to policymakers and stakeholders in 

the Nigerian oil and gas sector: 
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1. Policymakers should consider revising the hydrocarbon tax framework to create a more conducive 

investment environment. Lowering tax rates or providing tax incentives could encourage MNCs to 

increase their investments in Nigeria. 

2. Improving transparency in tax regulations and ensuring consistency in their application can help build 

investor confidence. Clear guidelines and predictable policies are essential for attracting MNCs. 

3. Policymakers should actively monitor global oil prices and adjust tax policies accordingly to maintain 

competitiveness. A flexible tax regime that responds to market conditions can help sustain investment 

levels. 

4. Regular consultations with industry stakeholders, including MNCs, can provide valuable insights into 

the challenges they face and inform better policy decisions. 

5. Encouraging MNCs to adopt sustainable practices through tax incentives can not only enhance corporate 

responsibility but also align with global trends towards environmental sustainability. 

Suggestions for Further Study 

Future research could explore several areas to build on the findings of this study: 

1. Conducting longitudinal studies could provide insights into how investment decisions and tax policies 

evolve over time, particularly in response to changes in the global oil market. 

2. A comparative analysis of hydrocarbon tax impacts on investment decisions across different countries 

with similar resource endowments could yield valuable lessons for Nigeria. 

3. Incorporating qualitative methods, such as interviews with industry experts and MNC executives, could 

provide deeper insights into the motivations behind investment decisions and perceptions of the 

hydrocarbon tax burden. 

4. Future studies could assess the impact of specific regulatory changes on MNC investment behavior, 

providing a clearer understanding of the relationship between policy adjustments and corporate 

responses. 

5. Investigating the effects of hydrocarbon taxes on specific subsectors within the oil and gas industry could 

reveal nuanced insights that are obscured in broader analyses. 
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