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ABSTRACT 

The issue of corporate tax is beyond just corporate tax payment as many scholars and 
practitioners think; it involves effective tax planning which includes deferred tax and tax 
incentives enjoyed by firms in the wake of unexpected harsh economic crises, of which the novel 
Convid_19 pandemic is not exempted. Making the right tax plan has been a ranging issue for 
corporate tax managers especially for those in the manufacturing industries with great demand 
for effective corporate tax mix that will aid business sustainable performance. Thus, this study 
examines the effect of corporate tax mix on sustainable performance of listed manufacturing 
firms in Nigeria. Data was collected from 10 listed manufacturing firms across sectors listed 
on the Nigerian stock exchange from 2014 to 2018. The study adopts ex post facto research 
design and the use of multiple linear regression in analyzing the data. Findings revealed that 
tax incentive has a positive insignificant effect on the net income of listed manufacturing firms 
in Nigeria while, deferred tax has a negative insignificant effect on the net income of listed
firms in Nigeria. Further findings revealed that company income tax has a positive and 
significant effect on net income of listed manufacturing firms in Nigeria. The study implication 
is that, the tax incentives available for manufacturing firms is not enough to boast 
manufacturing activities for sustainable performance of the firms, and this compels the firms 
to defer their tax payment which ends up becoming deferred tax liabilities. In line with the 
study findings, it is recommended that; in the wake of economic crises, government should 
provide more tax incentives that will discourage tax deferment and increased manufacturing 
activities in Nigeria to enhance sustainable performance by the firms. Also, manufacturing 
firms should consider the need to explore the various tax incentives available as a way to 
determine an effective corporate tax mix, such that continues company income tax payment 
will be sustained; this will reduce the tax burden of the firm and discourage future deferred tax 
liabilities accruable to the firm. Also, manufacturing firms should consider highly the need to 
engage the services of tax experts that will help the firms in making tax plans; knowing when 
to use deferred tax approach as a way of shielding against the consequences of immediate 
corporate tax payment against the net income of the manufacturing firms during economic 
crises; this will enable the manufacturing firms have enough residual net income for 
sustainable performance and investment. 
Keywords: Tax incentives, deferred tax, company income tax and net income 
 

 
INTRODUCTION 

The issue of taxation as a major determinant of doing business and how corporate tax affects 

the sustainable performance of firms cannot be overemphasized. This is of great interest to both 

policy makers and business executives. Also, the liberalization of the Nigerian economy 

through tax policies, and World Bank policy prescriptions over the past decades have changed 
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the structure of the manufacturing sector in Nigeria.Many manufacturing companies have 

complained of unfriendly taxes in a manner that is of great concern for current policy makers 

and business executives especial in areas of finding the most effective corporate tax mix that 

will boast business sustainable performance (Junaidu et al 2018). Firm managers and executive 

have been faced with the task of ascertaining the best possible corporate tax mix (Plan) in 

regards to company income tax payment, tax incentives available, and tax deferment. Questions 

on; what tax to pay, when to pay, and how to pay, has been an issue of concern to corporate 

managers because in most cases, corporate tax payment is either overwhelming on firms or tax 

stakeholders have little knowledge about available corporate tax mix composition.  

 
Literatures on corporate tax which explains the philosophy of corporate tax mix in Nigeria is 

limited, and scholars often argue only in the line of company income tax payment as the major 

aspects of corporate tax but in accounting theory, there is no doubt about the importance of 

taking cognisance of tax incentives and deferred tax when making plans for effective corporate 

tax mix; the purposeof which is to correct the influence of due income tax on the sustainable 

performance of firms (Citron, 2014). As stated in Ogundajo and Onakoya (2016) the concept 

and content of deferred tax has a certainhistory, development and experience in Nigeria but it 

cannot be said that inits practical application it is a self-evident and seamless part of current 

financial practice. While company income tax fall within the category of outright corporate tax 

payment, tax incentives serve as leverage to encourage investment, and deferred tax falls within 

the category of tax planning tool for business sustainability purpose as it allows for current tax 

due to be paid at a later more convenient period. 

 
During the fourth quarter of 2014, Nigerian economy witnessed recession and the 

manufacturing sector was the most affected by the economic recession as a result of the nations’ 

depletion in oil reserve and dependence on local consumption. The manufacturing firms in 

Nigeria as a result are struggling with the liquidity problems posed by the then economic 

recession and the reality of managing corporate tax challenges associated with finding an 

effective corporate tax mix in order to meet the harsh economic reality and sustaining the 

operational performance of the firms. Even after the recession nobody thought about the 

Covid_19 and the harsh realities it will pose. If only scholars and practioners took it upon 

themselves to explore options that will prove effective for corporate tax mix, there would have 

been a corporate tax mix model on ground to offset harsh economic realities when the need 

arises. The challenges of the manufacturing sector especial the Nigerian manufacturing 



10TH ACCOUNTING AND FINANCE CONFERENCE BOOK OF PROCEEDINGS VOLUME 10 ISSUE 2, 2020 

384 

 

firmscomes in a midst of global economic shocks, and inconsistent corporate tax policies up 

till date (Bauer, Kourouxous&Krenn, 2018). The puzzle on hand is whether it is  the high 

corporate tax rates that determines sustainable performance of firms in the manufacturing 

sector or poor planning for effective corporate tax mix carried out by the management of the 

firms, owing to the fact there are available tax incentives and legal tax deferment schedules? 

Whichever way, it is observed by various researchers such as Abiola, James and Asiweh 

(2012); Adams (2012) that taxation, plays a role in the growth of the manufacturing sector 

because tax policies, apart from generating revenue for the government, serve several other 

purposes; such as investment encouragement and nationalization of businesses. Also, corporate 

tax can be used as an avenue to protect infant industries, create incentive for investors to invest 

in certain areas of the economy or to create disincentive for other activities (Aloys, George & 

Thomas, 2015).  

 
A tax policy defines the cost structure of firms as it is factored into pricing (Beigi, 

Rafat&Panah, 2013). Governments, over the years, have made pronouncements and policies 

that are supposed to create tax incentives for businesses. Fortunately, most of the provisions 

are to help manufacturing companies to withstand adverse external development (Junaidu et 

al, 2018).Contradictions have risen about how corporate tax mix affects sustainable 

performance of firms around the world. While, Schwellnus and Arnold (2008) examined the 

effects of corporate income taxes on two of the main drivers of growth, profitability and 

investment of firms in European OECD member countries over the time period of 1996-2004. 

Their findings shows that corporate income taxes reduce investment through an increase in the 

user cost of capital. On the other hand, Junaidu et al (2018) carried out a study on corporate tax 

and performance of listed manufacturing firms in Nigeria and found out that corporate tax rate 

has no significant effect on performance of the listed firms. This may be partly explained by 

the aprio expected negative profitability effects of corporate income taxes if there is an increase 

in the corporate tax rate.Although authors like Schwellnus and Arnold (2008); Junaidu et al 

(2018); Nwaorgu, Abianhu, Arzizeh, and Iormbagah (2019), have explored the issue of 

corporate tax and sustainable performance, their findings remain inconclusive. These results 

are inconclusive and majority of these authors have failed to consider both the aspect of tax 

incentives and deferred tax for effective corporate tax mix.This forms the gap which 

necessitated further research. This study deems it imperative to empirically substantiate the 

effect of corporate tax mix on sustainable performance of listed manufacturing firms in Nigeria 
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considering the various aspect of corporate tax, to see if result from this study conforms to that 

of previous studies.In the light of this, the studies specific objectives are to: 

i. Determine the effect of tax incentives on net income of listed manufacturing 

firms in Nigeria. 

ii. Ascertain the effect of deferred tax on net income of listed manufacturing firms 

in Nigeria. 

iii. Examine the effect of corporate income tax on net income of listed 

manufacturing firms in Nigeria. 

 
THEORETICAL REVIEW 

To best explain the cannons of taxation in line with corporate tax practices, there is the need to 

explore the potency of both the tax entity’s ability to pay, the tax expectancy cost on both the 

tax payer and tax government. The ability-to-pay theory of taxation as propounded by Adams 

smith (1776) states that taxes are based on taxpayers’ (entity) ability to pay; there is no quid 

pro quo. Taxes paid are seen as a sacrifice by taxpayers (individuals and firms) who raise the 

issues of what the sacrifice of each taxpayer should be and how it should be measured. Also, 

Adam Smith in 1976 explaining the expectancy cost of taxation argued that every tax policy 

proposal must pass the test of practicality and that must be the only consideration government 

authority should consider in choosing a tax policy. The tax expectancy theory focuses on the 

cannon of economy explains the economic, effectiveness and efficiency of tax collection 

instrument.  

 
In the wake of harsh economic realities like recession and Covid_19, it is right that while firms 

consider their ability to pay taxes due by carrying out tax policies evaluation in lure of tax 

incentives available and tax deferment options. Government on the other hand must envisage 

tax collection in such a way that the cost (Economic impact) of taxation within this period does 

not adversely affect adversely the cost of tax administration and not passing such burden on 

manufacturing firms.The total loss of utility as a result of taxation should be equal for both 

taxpaying firms’ and government. Both the government and firms should make equal 

proportional sacrifice in other to scale through the economic challenges. While, manufacturing 

firms pay corporate taxes, more provisions for tax incentives and deferred tax should be made 

by the government to the firms so that the manufacturing firms can have enough residual 

income for sustainable investment.  
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Concept of corporate tax mix 

Corporate tax mix has a multidimensional approach from a conceptual stand point (Graham, 

2003). This study looks at two dimensional approaches. The first dimension considers 

corporate tax payment, which enables the analysis of how this tax payment impacts on 

decision-making at the economic entity level. While, the second dimension approach 

considerscorporate tax based on its impact on the way manufacturing firms plan taxes are 

financed. The first and second dimensions of corporate taxes goes hand in hand in influencing 

the company’s choice for a financing decision which is centred around the companies 

sustainable performance (Graham, 2003). Whatever corporate tax decision made by the firm, 

it is imperative to note that the company will incur a cost represented by outright tax payment 

or a futuristic deferred tax laibilty (Nwaorgu, et al., 2019). In respect to this puzzle, the 

management's decision on how to sustain the firm performance need to consider tax issues; in 

view of current corporate tax payment due, tax incentives available, tax deferment options and 

the impact it has on the sustainable financial performance of the firm. These are the aspects of 

corporate tax that if jointly and simultaneously considered it gives rise to effective corporate

tax mix. To understand what corporate tax means, one must side by side discuss the corporate 

tax elements that makes up corporate tax mix; these aspects are, tax incentives, deferred tax 

and corporate income tax payment.  

 
Understanding what deferred tax means is imperative as it appears to be a new concept and 

construct in the corporate world. Savak and Radojko (2013), asserts that deferred taxes are 

constructs of financial reporting.Poterba, Rao and Seidman, (2007) mentioned that the purpose 

for deferred tax accounting is to account for future tax effects that will arise as a result of 

different recognition and measurement principles of accounting standards against tax law. 

Therefore, deferred tax represents future tax consequences of items and business transactions 

that have been recognized differently in the financial statement than in the tax report. 

Specifically, deferred taxes reflect the taxes that would be payable or receivable if the entity’s 

assets and liabilities were recovered or settled at their present carrying amount (Nwaorgu et al., 

2019). Deferred tax goes beyond being construct of financial statement but avails firms the 

opportunity of pushing their tax burden from a current harsh economic situation to be paid in 

a future more favourable economic situation. This a form of tax plan that can be explored by 

manufacturing firm facing harsh economic realities for economic purposes such that economic 

cost expectancyof tax payment on the path of firms will be averted.Unlike deferred tax, both 
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corporate tax payment and tax incentives are aspects that has been an issue in discuss for all 

stakeholders in the business world.According toAlbertazzi and Gambacorta (2006) corporate 

tax payment are taxes levied against profits earned by businesses during a given tax period 

which must be paid. Corporate taxes to be paid are majorly applied to company’s net income. 

While,Myles, (2007) defined tax incentives as tax allowances given to firms to encourage 

investment. Lederman (2002) is of the view thatbenefits such as limited liability to 

incorporation which add value to firms serve as basis for corporate tax, also corporations are 

taxed because theyin many cases earn some pure economic profits, profits that are in excess of 

the return to capital.  

 
Many scholars have defined corporate tax mix in various ways but this study attempt to look 

at the definition made by Onourah and Chigbu (2013); Rohoya, Nor’Azam and Bardai (2010) 

and Musgrave and Musgrave (2004) they defined corporate tax mix as a comprehensive 

combination of statutory transfer or payment made from private individuals, institutions, 

businesses or groups to the government. Particularly, Albertazzi and Gambacorta (2006), 

looked at corporate tax mix in line with tax planning methods, they defined corporate tax mix 

as the combination of available tax provision for exemptions in order to minimize tax burden 

of firms. This study will be tailored on the premise of these literature definitions and concept 

of corporate tax mix discussed above including that of corporate tax payment, tax incentive 

and deferred tax as aspects of corporate tax mix. Therefore, corporate tax mix refers to 

incorporating the various aspects of corporate tax in such a way that minimal corporate tax 

payment is determined, this entails exploring both available tax incentives and tax deferment 

option in order to minimize tax payment by firms.  

 
Sustainable Financial Performance of Firms 

Sustainable Performance of a business is seen as the annual percentage of increase in the overall 

financial performance that is consistent with a defined financial policy of the firm (Gatsi, 

Gadzo&Kportorgbi, 2013). Such performance index includes; targeted debt to equity ratio, 

dividend pay-out ratio, profit margin and return on owner equity and net income. Girish, Harsh 

and Nidhi (2014) asserts that the concept of sustainable performance provides a detailed 

financial performance framework which is based on statistical long-term assessments. It 

provides an orientation framework for firm’s specific mid- to long-term performance target as 

well. According to Girishi et al (2014) the sustainable performance framework assumes several 

concepts. Some of the concepts ensure that the net income of firms remains stable, the 
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proportion of assets and sales remains stable and the company maintains its current capital 

structure as well. This is aimed at keeping the firm in operation with a foresight for meeting up 

with the accounting going concern principle. 

 
In the fast changing economic and competitive environment, achieving the sustainable 

performance is not easy a task, especially in the present highly complex Nigerianeconomic 

environment characterized by recession and inconsistent tax policies (Ilaboya, 

Izevbekhai&Ohiokhu, 2016). Firm managers have strived to keep the companies afloat amidst 

the economic challenges by ensuring they achieve net residual income for business 

sustainability purposes. Similarly, business competition is keen in almost all the industries, this 

have psot a threat to the sustainability of firms aside tax complex issues, which have been 

unprecedented breakdowns in the barriers that formerly separated them, therefore, companies 

must look forward to identify their competitive advantages and their strategic choices in the 

search for creating sustainable growth (Mucai, Kinya, Noor & James, 2014). By looking 

forward, firms can also look inward into the current Nigerian tax policy and take advantage of 

existing tax laws to plan effectively in order to achieve business sustainable performance. 

 
Empirical Review 

Nwaorgu et al., (2019) examined the effect of deferred tax accounting on financial performance 

of listed agricultural firms in Nigeria. The study employed ex post facto research design using 

data from 4 quoted agricultural firms. The data span across 7 years ranging from 2011-2017 

and were analyzed using simple linear regression. Findings from the study revealed that 

deferred tax accounting has a positive and significant relationship with the profitability of the 

listed firms. Further findings revealed that deferred tax has no statistical significant effect on 

both the cash flow and earnings per share of the listed agricultural firms in Nigeria. 

 
Junaidu and Hauwa (2018) assessed the effect of company income tax on the financial 

performance of listed consumer goods companies in Nigeria from 2006-2016 using regression 

analysis. Theyfound out that there is an insignificant negative relationship between corporate 

tax and financial performance using return on assets as a measure. John, Samuel and Holy 

(2013) Carried out a study on the effect of corporate income tax on financial performance of 

manufacturing firms in Ghana using panel data methodology covering ten listed firms over 

seven years. The study revealed that there is a significant negative relation between corporate 
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income tax and financial performance. On the other hand, firms’ size, age of the firm and 

growth of the firm show a significant positive relationship with financial performance. 

Ţâţu (2006) analysed the impact of corporate tax on the profitability of an entity and examined 

how the deductible expenses and the tax rate reflect on the on this indicator. Starting from the 

premise that profitability is the difference between total revenues and expenses and developing 

this formula in the presence of taxation, it was found that the size of this indicator activates the 

income volume, the amount of expenses, the share of non-deductible expenses in total and the 

tax rate in the same time. Different hypothesis were tested, based on the relationship between 

total income and expenses, the conclusions being the following: profitability of an enterprise 

is influenced by corporate tax through the weight of non-deductible expenses in total. 

 
METHODOLOGY 

Research Design 

This study adopts ex post facto research design and employed Linear regression using Multiple 

Ordinary Least Square (OLS) method in analysing the data collected from the annual financial 

statement of 10 listed manufacturing firms on the Nigerian stock exchange market from 2014-

2018.The study is specifically restricted to ten (10) listed manufacturing firms chosen across 

sectors listed in Nigeria and the secondary data used span from 2014 to 2018. These were 

obtained from their various annual financial statements on the Nigerian Stock Exchange (NSE) 

market. Justification for the timeframe and sector used is linked to federal government renewed 

policy plan of economic diversification and reviving the manufacturing sector which was 

intensified by federal government during the beginning of the Nigerian economic recession in 

2014 upward. 

 
Model Specification 
NIit= α + β1 CITit++ β2 EDTit + β3 DFTit + Uit 
TINC= Tax incentives (log of total tax incentives enjoyed by the firm at a time) 
DFT= Deferred Tax (Log of deferred tax of the firm at a time) 
CIT = Company income tax (Log of Company income tax of the firms at a time) 
NI= Net Income (Log of Net income of the firms at the time) 
U= Error term 
i= cross-section 
t= time 
β= Beta coefficient  

 

Decision Criteria: Accept the null hypothesis if the calculated significant value is greater than 
the accepted significant value of 0.05. 
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RESULT PRESENTATION AND ANALYSIS 

Descriptive Statistics 

The Table below shows the descriptive statistics of our sample make up. 

Table 1: Descriptive Statistics Table 

Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

Statistic Statistic Statistic Statistic Std. Error Statistic 

NI 50 4.98 6.98 6.0817 .06989 .49419 
CIT 50 4.63 6.71 5.5505 .07675 .54274 
TINC 50 4.12 7.67 5.8370 .14281 1.00983 
DFT 50 3.52 7.13 5.4511 .13584 .96051 
Valid N 
(listwise) 

50      

Source: SPSS (21) 

 
CIT records a mean and standard deviation of 5.5505 and 0.54274. It also reveals minimum 

and maximum values of 4.63 and 6.71 respectively. TINC reveals a mean and standard 

deviation of 5.5505 and 1.00983, it also records a minimum and maximum value of 4.12 and 

7.67. For DFT, a minimum and maximum value of 3.52 and 7.13 is recorded, while its mean 

and standard deviation reveals 5.4511 and 0.96051 respectively. Lastly, NI reveals a mean and 

standard deviation of 6.0817 and 0.49419. It also records a minimum and maximum value of 

4.98 and 6.98 respectively. 
 

The various levels of deviation values show the level of fluctuations and variations in the 

manufacturing sector corporate tax mix and sustainable income. Also, the minimum and 

maximum values represent the lowest and highest values of CIT, TINC, DFT and NI recorded 

by the firms under review. 
 

Model Summary 

The table below reveals the direction of association of the variables of study for the model 

specified. 

Model Summaryb 

Model R R 
Square 

Adjusted 
R 

Square 

Std. 
Error of 

the 
Estimate 

Change Statistics Durbin-
Watson R 

Square 
Change 

F 
Change 

df1 df2 Sig. F 
Change 

1 .729a .531 .501 .34924 .531 17.372 3 46 .000 .712 

a. Predictors: (Constant), DFT, TINC, CIT 
b. Dependent Variable: NI 
Source: SPSS (21) 
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To enable a more robust result, the Dublin Watson statistic for auto correlation test is adopted. 

The table above reveal a Dublin Watson Statistic of 0.712, which is below the accepted 

standard of 2 indicating the absence of serial correlation of the data collected. According to 

Gujarati and Sangeetha, (2007) value Dublin Watson above 2.00 often regarded as indicating 

auto correlation, which is not the case in this study. 

 
Furthermore, the above results in table 2 show that there exists a strong positive relationship 

between CIT, TINC, DFT as proxy for corporate tax mix and variable of sustainable 

performance (NI) at (0.729)72.9% R value which also explains that the model.Also the R2value 

stood at 0.531.The R2 otherwise known as the coefficient of determination shows the 

percentage of the total variation of the dependent variable (NI) that can be explained by the 

independent or explanatory variablesCIT, TINC and DFT. Thus the R2 value of 0.531 indicates 

that 53.1% of the variation in the sustainable performance (NI) of listed manufacturing firms 

can be explained by a variation in corporate tax mix (CIT, TINC & DFT) while the remaining 

46.9 (i.e. 100-R2) could be accounted by other factors not included in this model. Factors like 

debt level, macroeconomic issues and political legislations. 

 
The adjusted R2 of 0.501 above indicates that if the other factors are considered, this result will 

deviate by only 0.030 (i.e. 0.531 – 0.501). This result shows that there will be a deviation of 

the sample variables examined from the ones to be considered by 3%. The Fisher Change 

statistics shows that the over linear model is fit at a level of 17.372 with a F statistic probability 

(Significance) value of 0.000. 
 

Coefficientsa 

Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. Collinearity 
Statistics 

B Std. Error Beta Tolerance VIF 

1 

(Constant) 2.420 .647  3.737 .001   

TINC .018 .050 .036 .351 .727 .964 1.038 

DFT -.067 .057 -.131 -1.180 .244 .825 1.212 

CIT .707 .101 .777 6.981 .000 .823 1.215 

a. Dependent Variable: NI 
Source: SPSS (21) 

 

To test for multiplicity robustness of the model, the study adopts the tolerance level and 

Variance Inflation Factor (VIF) statistics. According to Gujarati and Sangeetha, (2007) values 

of VIF that exceed 10 and tolerance level values that are below 0.1 are often regarded as 

indicating multicollinearity of the independent variables data, which is not the case in this 
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study; as the tolerance levels are above 0.1 and the VIF statistics are below 10 which further 

substantiates the absence on multi-collinearity and the validity of the study model. 

 
The regression result as presented in table 3 above to determine the individual relationships 

between CIT, TINC, DFT and NI shows that when corporate tax mix (CIT, TINC & DFT) is 

held stationary; the NI variable is estimated at 2.420. This simply implies that when CIT, TINC 

and DFT are held constant, there will be an increase in the net income of listed manufacturing 

firms up to the tune of 2.420 occasioned by factors not incorporated in this study. Thus, a unit 

increase in TINC will lead to an increase in the net income of manufacturing firms by 3.6%. 

While, a unit increase in DFT will lead to decrease in net income of manufacturing firms by 

13.1%, but a unit increase in CIT will lead to increase in the net income of manufacturing firms 

by 77.7%. 

 
Test of Hypotheses 

HO1:Tax incentives has no significant effect on net income of listed manufacturing firms in 

Nigeria. 

Given that the accepted significant level is 0.05 and the calculated probability significance level 

for TINC against NI is 0.727 which is abovethe accepted significance level, the study therefore 

accepts the null hypothesis and rejects alternative hypothesis and rejects the; which means tax 

incentives has no significant effect on the net income of listed manufacturing firms in Nigeria. 

HO2: Deferred tax has no significant effect on net income of listed manufacturing firms in 

Nigeria. 

 
Given that the accepted significant level is 0.05 and the calculated probability significance level 

for DFT against NI is 0.244 which is abovethe accepted significance level, the study therefore 

accepts the null hypothesis and rejects alternative hypothesis and rejects the; which means 

deferred tax has no significant effect on the net income of listed manufacturing firms in Nigeria. 

HO1: Company income tax payment has no significant effect on net income of listed 

manufacturing firms in Nigeria. 

 
Given that the accepted significant level is 0.05 and the calculated probability significance level 

for CIT against NI is 0.000 which is belowthe accepted significance level, the study therefore 

accepts the alternative hypothesis and accept the null hypothesis; which means company 
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income tax payment has a significant effect on the net income of listed manufacturing firms in 

Nigeria. 

 
Discussion of Results 

Findings from the first and second specific objectives revealed that both tax incentives and 

deferred tax have no significant effect on net income of the listed manufacturing firms in 

Nigeria. This finding is in line with that of Junaidu and Hauwa (2018) who carried out a study 

to ascertain the effect of company income tax on the financial performance of listed consumer 

goods companies in Nigeria from 2006-2016 using regression analysis. In their study they 

found out that there is an insignificant negative relationship between corporate tax and financial 

performance of the firm. This result is validated with the normative thought that company 

income tax generally as expected reduces the sustainable income of manufacturing firms thus 

leaves such firms with little resource for further expansionary motives. This verdict is 

supported by the studies of Nwaorgu, et al., (2019), who in their work suggest tax incentives 

as a measure to cushion the adverse effects of company income tax on the sustainability of 

firms must be improved.Furthermore from the financial statements of the firms reviewed, it is 

noted that most of the firms report deferred tax liabilities which is insignificant to the 

sustainable performance of the manufacturing firms.The choice by manufacturing firms in 

deferring tax obligation is a subject of debate. This assertion is in line with that of Miller (1963) 

who opined that firms’ capital structure decision of firms is influenced by corporate income 

tax. Also this notion is supported by the trade-off theory as postulated by Meyers (2001) who 

asserts that, firms should consider their tax obligation and capital formation when faced with 

financial distress. This means when firms use deferred tax to shield against tax obligations in 

the interim, it will reduce the current burden of tax payment and give room for net income to 

be used for other sustainable business plans but in the long run such deferred tax piles up a 

huge tax burden on the firm which in turn affects negatively the value of the firm. 

 
Whereas, in the third specific objectives, findings revealed that corporate tax payment 

positively and significantly affects the net income of the listed manufacturing firms in Nigeria. 

This is owing to the fact corporate tax paymentrate of 30% is subjected to effective tax rate 

determination by the firm after deferred tax options are explored and tax incentives deducted. 

This does not impedes the manufacturing firms objectives in anyway as the Nigerian tax policy 

has proved to be subjective to harsh economic realities thus, soft paddles are given to 

manufacturing firms in the form of more tax incentives during economic crises. This tax rate 
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leaves residual net income in the hands of manufacturing firms for sustainable investment and 

other business growth plans to be executed. 

 
Conclusion 

From the findings of this study, it is concluded that;  

i. Tax incentive has a positive insignificant effect on the net income of listed 

manufacturing firms in Nigeria. 

ii. Deferred tax has a negative insignificant effect on the net income of listed 

manufacturing firms in Nigeria. 

iii. Company income tax significantly affect the net income of listed manufacturing 

firms in Nigeria. 

 
Implications of the study finding 

The study implication is that, tax incentives available for manufacturing firms are not enough 

to boast manufacturing activities for sustainable performance of the firms, this compels the 

firms to defer their tax payment which ends up becoming deferred tax liabilities and huge 

burden against the sustainable performance of the manufacturing firms in Nigeria.Also, the 

sustainable performance of listed manufacturing firms in Nigeria will be enhanced via adopting 

the most effectivecorporate tax mix as a financing tool, since remittance is not immediate in 

the case of deferred tax.Net income (Residual) can be used to finance their working capital 

funding needs. This will leave more residual income in the hands of the listed manufacturing 

firms for further investment as well as meet up with their corporate tax payment obligations to 

relevant tax authorities to attain business sustainability. 

 
Recommendations 

Based on the findings made so far from this study, it is recommended that: 

i. In the wake of economic crises, government should provide more tax incentives 

that will encourage both tax deferment and increased manufacturing activities in 

Nigeria to enhance sustainable performance by the firms.  

ii. Also, manufacturing firms should consider the need to explore the various tax 

incentives available as a way to determine an effective corporate tax mix, such that 

continues company income tax payment will be sustained; this will reduce the tax 

burden of the firm and discourage future deferred tax liabilities accruable to the 

firm. 
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iii. Finally, manufacturing firms should consider highly the need to engage the services 

of tax experts that will help the firms in making tax plans; knowing when to use 

deferred tax approach as a way of shielding against the consequences of immediate 

corporate tax payment against the net income of the manufacturing firms during 

economic crises; this will enable the manufacturing firms have enough residual net 

income for sustainable performance and investment 
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