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efficiency in making use of company’s resources which translate to profit and in turn contributes 

to shareholders’ wealth and to the country’s economy through payment of tax. Thus, according to 

Pitulice et al. (2016) depending on the actual level of the tax rate high performance influences the 

taxing capacity of an organization as tax is only payable when business operate at profit.  

 
However, tax can also influence financial performance of companies since it represents a cost 

which requires solemn strategic decisions. Graham (2003) argue that financial performance 

represents one of the corporate decisions influence by taxes, this is partly because corporate taxes 

make up a much bigger share of taxes in most countries. It therefore signifies an important cost 

which requires managements’ attention in contemporary business period.    

 
Corporate tax represents one of the main sources of revenue for the government budget, it is also 

an important factor influencing the decision process of capital investment in a particular country. 

Albertazzi and Gambacorta (2007) see corporate tax as taxes against profits earned by businesses 

during a given taxable period which are generally applied to companies operating earnings after 

expenses such as cost of goods sold, selling, general and administrative expenses and depreciation 

have been deducted from revenues. Pitulice et al. (2016) opined that depending on the level of tax 

rate, potential investors will be affected by its high value and, therefore, will explore other 

opportunities to invest in countries whose tax systems are more relaxed. From this perspective, tax 

can be considered a factor that contributes to national capital inflows and outflows. However, from 

the decision-making process perspective, the corporate tax is included in the equation of financial 

performance, considering that it has multiple informational facets at the company’s level. 

Therefore, tax is a necessary consideration by investors, management and other stakeholders when 

reviewing the financial performance of companies. 

 
The need for high financial performance cannot be underestimated in consideration that a company 

can only maintain its going concern when it has the ability to generate higher profit. Accounting 

based measures of performance including profitability, efficiency, liquidity, gearing, and 

investment ratios, are calculated using the figures from financial reports and may represent a firm’s 

financial performance. According to Atrill et al. (2009), profitability ratios measure a company’s 

performance and provide an indication of its ability to generate profit. As profits are used to find 

business development, pay dividends to shareholders and remit taxes to the government, a 
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company’s profitability and how efficient it is at generating profit is an important consideration 

for all stakeholders. The ratios that may be utilized to calculate the firm’s profitability include 

Return on Assets (ROA), Return on Equity (ROE), Return on investments (ROI) and Return on 

Capital Employed (ROCE).  

 
Studies on corporate tax and financial performance includes Gatsi, et al. (2013); in Ghana, Pitulice 

et al. (2016); in Romania, Otwani et al. (2017); in Kenya but because of differences in institutional 

settings, legal and regulatory oversight their findings may not be applicable in Nigeria. However, 

Kurawa and Saidu (2018) consider consumer goods companies in Nigeria but the study used 

effective tax rate which is a good proxy for tax planning but not for corporate tax. Other studies 

for example Fagbemi et al. (2019); Odunayo and John (2019); Kayode and Folajinmi (2020); and 

Abiahu et al. (2020) consider different sectors in Nigeria and revealed a conflicting finding. 

 
The consumer goods sector is an important sector in Nigeria because it produces goods for the 

daily consumption of humans which is highly needed for survival.  Kurawa and Saidu (2018) also 

assert that the consumer goods sector contributes around 28% of the total market capitalization of 

the Nigeria Stock Exchange. Hence the need to determine the influence of corporate taxation on 

the financial performance of listed consumer goods companies in Nigeria. Thus, the main objective 

of this study is to determine the impact of corporate taxation on financial performance of listed 

consumer goods companies in Nigeria. The study is divided into five sections. Section one 

introduces the study, two deals with the review of relevant literature. Section three explains the 

methodology employed in carrying out the research, four deals with the results and discussions 

and five concludes and proffer recommendations. 

 
2.0 Literature Review 

2.1 The Concept of Corporate Taxation 

The concept of taxation has been defined by different scholars in different ways for example Ojo 

(2008) views taxation as a concept and the science of imposing tax on citizens. The imposition of 

taxation is expected to yield income which should be utilized in the provision of amenities, both 

social and security and creates conditions for the economic well-being of the society. In Nigeria, 

the National Tax Policy (2012) provides that taxation is basically the process of collecting taxes 

within a particular location. It is also seen as a pecuniary burden lay upon individuals or property 
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to support government expenditure. For tax purposes, a corporation is viewed as a separate entity 

meaning that the corporate entity is subject to taxation on corporate-level events. corporations are 

also taxed because they may earn some pure economic profits, profits that are in excess of the 

return to capital (Lederman, 2002; Myles, 2007).  

 
Albertazzi and Gambacorta (2007) see corporate tax as taxes against profits earned by businesses 

during a given taxable period which are generally applied to companies operating earnings after 

expenses such as cost of goods sold, selling, general and administrative expenses and depreciation 

have been deducted from revenues. In the same vein, Abiola et al. (2012) viewed corporation tax 

as one of the chief levers that any government can use to promote growth and investment in the 

long run. According to Kurawa & saidu, (2018) a corporate tax can be referred to as a levy placed 

on the profit of a firm. In Nigeria, the corporate tax rate has been 30% since 1996, this has been 

reduced from the previous rate of 35%. It can therefore be deduced from the foregoing that; 

corporate tax is a compulsory payment imposed on the profit of all corporate bodies as legal 

entities.  

 
2.2 Concept of Financial Performance 

The main objective of private organizations is to maximized shareholders’ wealth, hence financial 

performance becomes a primary concern for the survival of all private organization. This is 

because the going concern concept assumed organization to operate in the foreseeable future, 

besides, actualizing the going concern concept depends on the level of financial performance of 

an entity. Naser and Mokhtar (2004) maintains that, high performance reflects the effectiveness 

and efficiency in the management of the organization resources. Curristine (2005) in Ilesanmi 

(2011) defines performance as the yield or results of activities carried out in relation to the purposes 

being pursued. Its objective is to strengthen the degree to which organizations achieve their 

purposes. Financial performance is the objective of any economic entity, regardless of the domain 

it activates in. According to Atrill et al. (2009) firm financial performance is generally defined as 

a measure of the extent to which a firm uses its assets to run the business activities to revenues. It 

examines the overall financial health of a business over a given period of time and can be used to 

contract the performance of identical firms in similar industries or between industries in general.  
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Hence financial performance can be defined as earnings generated in relation to the capital 

invested. 

Firm financial performance generally may be reflected in market-based (investor returns) and 

accounting-based (accounting returns) measures. Accounting based measures, including 

profitability, efficiency, liquidity, gearing, and investment ratios, are calculated using figures from 

financial reports and may represent a firm’s financial performance. According to Atrill et al. 

(2009), the ratios that may be utilized to calculate the firm’s profitability include return on assets 

(ROA), return on equity (ROE), return on investments (ROI) and return on capital employed 

(ROCE).  

 
Return on equity (ROE) is the ratio of net income after tax and preference dividend divided by 

number of shares. It shows the extent at which management generate earnings using the total equity 

available. Return on assets indicates how profitable a business is relative to its assets. However, 

return on capital employed (ROCE) It shows the extent at which the company generate earnings 

for all the constituent of capital structure (debt and equity) of the company. 

 
2.3 Review of Empirical studies 

Studies on corporate tax and financial performance includes but not limited to Gatsi et al. (2013) 

empirically determine the effect of corporate income tax on financial performance of listed

companies in Ghana. The study used panel data methodology covering ten listed manufacturing 

firms for a period of seven years, secondary data was used and regression analysis was use in 

analyzing the data. The findings revealed a significant negative relation between corporate 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. 

 
However, Schandlbauer (2013) empirically highlights the first order importance of taxes for the 

capital structure decision of financial institutions. Using a difference-in-differences methodology, 

the findings show that an increase in the local U.S. state corporate tax rate affects both sides of the 

banks' balance sheet. Banks which are exposed to a tax increase raise their non-depository debt by 

approximately 5.9% one period prior to the enactment of the tax change. The overall average 

however hides a large cross-sectional heterogeneity: better-capitalized banks have the financial 

flexibility to increase their debt and thus to benefit from an enlarged tax shield. Worse-capitalized 
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banks instead alter the asset side of their balance sheet: consistent with the notion that a tax increase 

induces a reduction of their available after-tax cash flow, these banks constrain the expansion of 

customer loans. 

 
Pitulice et al. (2016) examine the relationship between corporate tax and the financial performance 

of Companies Listed on Bucharest Stock Exchange, secondary data was extracted from the annual 

report and account of the companies under study, and were analyzed using regression analysis, the 

findings from the two econometric models built show that the effective tax rate passes the tests of 

significance and influences the performance indicators in a negative way.  

 
Similarly, Otwani et al. (2017) investigated the effect of corporate income tax on financial 

performance of the companies listed on the Nairobi Securities Exchange in Kenya. The research 

design used in the study was mixed research both qualitative and quantitative design. Secondary 

data was extracted from the NSE database, Capital Markets Authority (CMA) database, journals 

and other publications. A sample of fifty-nine out of a target population of sixty-nine companies 

publicly listed as at January, 2015 was extracted from the NSE website. Data were analyzed using 

regression analysis and the findings revealed a positive but not significant relationship between 

corporate income tax and financial performance of listed companies on the NSE in Kenya.  

 
In the same vein, Kurawa and Saidu (2018) assesses the effect of company income tax on the 

financial performance of listed consumer goods companies in Nigeria from 2006-2016. Data for 

the study was collected from the annual reports and accounts of the companies and regression 

analysis was used as a technique for data analysis. The findings revealed an insignificant negative 

relationship between corporate tax and financial performance using return on assets as a measure. 

Age and risk however exhibit a positive but not significant relationship with ROA. Size on the 

other hand shows a positive and significant relationship with performance confirming prior 

expectations.  

 
Similarly, Odunayo and John (2019) investigates the relationship between corporate tax planning 

and financial performance of quoted non‐financial companies. Secondary data used were extracted 

from the annual report and account of 47 sampled non‐financial companies from 2007 to 2016. A 

panel vector autoregressive approach with structural analysis such as variance decomposition and 
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impulse response function was used. The results revealed that tax saving had a direct relationship 

with financial performance, while tax avoidance had an inverse relationship with financial 

performance. The responses of the financial performance to shocks in tax avoidance had an 

expansionary effect which could hinder the performance of the companies, while financial 

performance response to shocks in tax savings had a contractionary effect and as such, could lead 

to better performance of the companies. Thus, corporate tax planning that enhances tax savings 

greatly contributes to the performance of non‐financial companies.  

 
At the same time, Fagbemi et al. (2019) examined the relationship between corporate tax planning 

and financial performance of banks in Nigeria. Ex-post facto was adopted as the research design, 

while Pooled OLS was used to analyze the data. The findings revealed that the effective tax rate 

has a negative and significant impact on financial performance. Thin capitalization has a positive 

significant impact on the financial performance of SIBs in Nigeria, whereas capital intensity and 

the lease option have demonstrated an insignificant impact on the financial performance of SIBs 

in the country.  

 
Zhu et al. (2019) empirically tested whether tax avoidance of a firm really translates to increase in 

value or profitability by employing a standard Ordinary Least Square regression model, the 

findings revealed a negative relationship between the tax avoidance measure (ETR) and the 

measure of profitability (ROA). The study conclude that tax avoidance could translate into 

profitability or value due to the balance of expertise and professionalism exhibited.  

 

Kayode and Folajinmi (2020) evaluated the effect of corporate tax planning on the financial 

performance of all the 15 Quoted food and beverages firms in Nigeria, the study used secondary 

data extracted from the annual report and account of companies for the period 2008-2018. The 

data were analyzed using descriptive and influential statistics. The findings revealed that effective 

tax rate, capital intensity, thin capitalization does not have a significant positive effect on financial 

performance (return on equity, capital employed and earnings per share) of a quoted food and 

beverages firms in Nigeria.  

 



AFRA CONFERENCE BOOK OF PROCEEDINGS VOLUME 11, ISSUE 2 

180 

 

Abiahu et al. (2020) examined the effect of corporate tax on the sustainable financial performance 

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

data from 10 listed manufacturing firms. The data span across 5 years ranging from 2013-2017 

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

tax payment has no significant effect on the return on equity of firms. Further, the findings also 

revealed a positive and significant effect of corporate tax payment on the debt-to-equity ratio of 

the listed firms.  

 
At the same time, Nnubia et al. (2020) investigates the effect of corporate tax on profitability of

banks in Nigeria from 2011-2015, ex-post facto research design was used and five banks were 

selected from the Nigerian Stock Exchange (NSE). In addition, Ordinary Least Square (OLS) 

regressions was used to analyze the data collected. The findings revealed that for the Nigerian 

listed banks, the three explanatory variables Marginal Tax Rate (MTA), Effective Tax Rate (ETR) 

and Average Tax Rate (ATR) have positive and significant effect on the dependent variables 

Return on Assets and Return on Equity (Profitability).  

 
Israel and Ebimobowei (2021) investigated the effects of corporate tax planning on firm value of 

listed consumer goods companies in Nigeria for the period 2015 to 2019. The study employed ex 

post facto and correlational research design. The sample size of the study comprised of twenty-six 

companies that was determined using Taro Yamen’s formula. The data for the study was obtained 

from the published annual financial statements of the sampled companies and pooled ordinary 

least square was used for data analysis. The results from the analysis revealed a negative and 

insignificant relationship between effective tax rate, tax savings and capital intensity on corporate 

firm value. Additionally, the result revealed a positive and insignificant relationship between firm 

size and leverage on firm value.  

 
2.4 Theoretical framework 

Previous studies on corporate tax and financial performance used Ability-to-pay approach theory 

to explain the nature of the relationship between corporate taxation and financial performance for 

example Akakpo (2009) is of the assertion that, taxes are based on taxpayers’ ability to pay thus 

there is no quid pro quo. The underlying principle of this theory is that, taxes paid are seen as a 

sacrifice by taxpayers, which raise the issues of what the sacrifice of each taxpayer should be and 
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how it should be measured. The theory explains the principle of equal sacrifice which implies that 

the total loss of utility as a result of taxation should be equal for all taxpayers so that those who 

can afford to pay higher taxes are made to pay higher than those who cannot afford, equal 

proportional sacrifice which emphasized that proportional loss of utility as a result of taxation 

should be equal for all taxpayers such that the payment of taxation should not deprive anybody of 

what he/she would have previously sacrificed and equal marginal sacrifice which also explain that 

instantaneous loss of utility should be measured by the derivative of the utility function as a result 

of taxation should be equivalent for all taxpayers.  

 

3.0 Methodology 

This study adopted a correlational research design, the data used for the study were extracted from 

annual report and account of companies under study. The population of the study comprises all the 

21 consumer goods companies listed on the NSE as at 31/12/2020. 15 companies that were listed 

throughout the period under study and pay company income tax are selected as sample size as 

contained in table 3. 1. 

 

Table 3.1 Sample size 

S/no Company Date of listing 

1 Dangote Suger Nig. PLC 2007 
2 P Z Nig PLC 1989 
3 Nestle Nigeria PLC  1979 

4 Honey well  2009 

5 Champion brewries Nig PLC 1983 

6 Unilever Nig PLC 1973 

7 National Salt Co. of Nig. PLC 1992 
8 VITA foam Nig PLC 1989 
9 Nigerian brewries plc 1973 
10 Guiness Nig PLC 1965 
11 Cadbury Nigeria PLC 1976 
12 Flour Mills of Nigeria PLC 1979 
13 Northern Nig Flour Mills PLC 1979 
14 International Breweries PLC 1995 
15 Union Dicon Salt PLC 1993 

Source: NSE, 2020 

 

The study covered a period of 11 years (2010 - 2020) and consistent with previous studies Gatsi 

et al. (2013); Otwani et al. (2017); and Kurawa and Saidu, (2018) dependent variable is return on 
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asset, return on equity and return on capital employed. The independent variable is corporate tax 

while control variables include firm size, leverage and firm age.  

 

Table 3.3: Variables and their Measurements 

Variables Nature of 
Variable 

Proxies Variable Measurement Sources 

Corporate tax Independent 
variable 

Company 
Income 
tax 

Company income tax 
as per statement of 
account for the current 
year 

Gatsi et al. (2013); 
Otwani et al. (2017) 

Financial 
Performance 

Dependent 
variable 

ROE PAT/Total Equity Otwani et al. (2017) 

Financial 
Performance 
 

Dependent 
variable 
 

ROA 
 
 

PAT/Total Assets 
 
 

Kurawa and Saidu, 
(2018) 

Financial 
Performance 

Dependent 
variable 
 

ROCE PBIT/Total Assets Otwani et al.(2017) 

Firm size Control 
variable 

Fsize Log of total assets Kurawa and Saidu, 
(2018) 

Leverage Control 
variable 

Lev Liabilities over total 
assets 

Gatsi et al. (2013)  

Firm Age Control 
variable 

Age Number of years from 
date of listing 

Otwani et al. (2017) 

Source: Author’s compilation, 2021 

 

In order to achieve the objectives of the study and following the techniques used by (Gatsi et al. 

2013; Pitulice et al. 2016; Otwani et al. 2017; Kurawa and Saidu, 2018; Fagbemi et al. 2019; 

Odunayo and John, 2019; Kayode and Folajinmi, 2020; and Abiahu et al. (2020). This study 

adopted multivariate regression techniques. This is because multivariate regression explains the 

variation in dependent variables due to the variation in any of the independent variables, and OLS 

regression will not produce multivariate results, nor will they allow for testing of coefficients 

across equation.  

The models for the study are; 

ROAit = 𝛽0 + 𝛽1TAXit+ 𝛽2 FSIZEit+ 𝛽3 LEVit+ 𝛽4 AGEit + 𝜀it 
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ROEit = 𝛽0 + 𝛽1TAXit+ 𝛽2 FSIZEit+ 𝛽3 LEVit+ 𝛽4 AGEit + 𝜀it 

ROCEit = 𝛽0 + 𝛽1TAXit+ 𝛽2 FSIZEit+ 𝛽3 LEVit+ 𝛽4 AGEit + 𝜀it 

ROA = return on assets, ROE = return on equity, ROCE = return on capital employed, TAX= tax, 

FSIZE= size of the company, LEV= leverage, AGE= age of the company and 𝜀 is the error term 

which account for other possible factors that could influence financial performance that are not 

captured in the model. β0 = Parameters to be estimated (is the average amount the dependent 

variable increases when the independent increases by one unit, other independents variables held 

constant). β1- β4 = partial derivatives or the gradient of the independent variable, i = Firm, t = time. 

 

4.0 Results and Discussion 

This section presents the results of the analysis conducted on the data collected from the annual 

report and account of sampled firms. The descriptive statistics, correlation and multivariate 

regression results are presented below. 

 
Table 4.1 Descriptive statistics of the variables 
Variables               Obs.                Mean              Std. Dev.               Min                     Max 
         roe |              165              0.1824             0.3716               -3.1693               1.5513 
         roa |              165              0.0266             0.2677               -2.3599               0.4602 
        roce |             165              0.2573             0.3609             -0.7142               2.4291 
         tax |              165              5.8055             1.1364                2.4624               7.4055 
       fsize |             165              7.54212           0.8917                4.7580                9.4536 

         lev |             165               0.4446             2.7547                0.0027               0.96168 
         age |            165               39.6484          15.3045                   11                      66 
Source: Generated from Annual Report Data of the companies using STATA 
 

The descriptive statistics above revealed that roe has a mean of 0.1824, a standard deviation of 

0.3716 with a minimum and maximum of -3.1693 and 1.5513 respectively. This shows that on the 

average, sampled consumer goods earned N0.1824 as return per naira value of its equity. Roa has 

a mean of 0.0266, standard deviation of 0.2677, with a minimum and maximum of -2.3599 and 

0.4602 respectively. This shows that on the average, sampled consumer goods firms earned 

N0.0266 as return per naira value of its assets with a minimum loss of N-2.3599 and a maximum 

profit of N0.4602. Roce has a mean of 0.2573, standard deviation of 0.3609 with a minimum and 

maximum of -0.7142 and 2.4291 respectively. Income tax has a mean of 5.8055, a standard 
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deviation of 1.1364 with a minimum and maximum of 2.4624 and 7.4055 respectively. The 

standard deviation suggests a very high dispersion of corporate tax within the period under study. 

On average the firm size of the companies under study is 7.5421, a standard deviation of 0.8917,

with the minimum and maximum of 4.7580 and 9.4536 respectively. The standard deviation of 

0.8917 suggests a considerable level of dispersion in firm size during the period under review. 

Leverage has a mean of 0.4446, a standard deviation of 2.7547 with the minimum and maximum 

of 0.0027 and 0.9617 respectively. On average the company under study have an average age of 

40 years, a standard deviation of 15.3045 with the minimum and maximum of 11 years and 66 

years respectively. 

 
Table 4.2 Correlation Matrix 

    Variables          roe                roa            roce              incometax         fsize          lev           age 

         roe |            1.0000 
         roa |            0.2877         1.0000 
        roce |           0.3527        -0.0908         1.0000 
         tax |            0.2760         0.5939         0.1513           1.0000 
       fsize |           0.1167         0.5194        -0.0410           0.8641          1.0000 
         lev |          -0.1271        -0.4551        -0.0939          -0.6276         -0.6469       1.0000 
         age |          -0.0130       -0.0115        -0.0160            0.0609           0.0663     -0.0175   1.0000 
Source: Regression results computed by the authors using STATA 
  

Table 4.2 is the correlation coefficients table which show the extent of the relationship between 

the dependent and independent variables. The values of the correlation coefficient range from -1 

to 1 which indicates the direction of the relationship (positive or negative), the absolute values of 

the correlation coefficient indicate the strength, with larger values indicating stronger 

relationships.   

 
It can be seen from Table 4.2 that return on equity, return on asset, return on capital employed, 

income tax and firm size have positive relationship with correlation coefficient of 0.2877, 0.3527, 

0.2760, 0.1167 respectively. However, leverage and age are negatively correlated with roa with 

the correlation coefficient of -0.1271 and -0.0130 respectively, -0.4551 and -0.0115 with roe and 

-0.0939 and -0.0160 with roce respectively. This shows the magnitude of the correlation between 

the variables which may influence their relationship with the dependent variables. 
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Table 4.3 Multivariate regression results on Corporate Tax and Financial Performance 
Equation           Obs         Parms        RMSE                R-sq              F              P-value         Mean VIF 

roe                    165             5             0.3498913        0.1352       6.254544       0.0001               2.7 
roa                    165             5             0.2157748        0.3662       23.11064       0.0000               2.7 
roce                  165             5             0.3372322        0.1481        6.95646        0.0000               2.7 
 

 
 
Variables                           Coefficients            Standard err.         T-statistics                 P  > /t/ 
     roe          | 
                 tax |                   .2255914                 .0485536                  4.65                          0.000      
              fsize |                  -.2008228                 .0632                       -3.18                         0.002     
                 lev |                  -.0008505                .013227                    -0.06                        0.949     
                age |                  -.0005612                .0017903                  -0.31                        0.754     
             _cons |                  .4104866                 .3278303                   1.25                        0.212     
 

 
roa           | 
            tax |                     .1262025                .0299425                   4.21                           0.000      
          fsize |                   -.0093028                .0389748                 -0.24                           0.812     
            lev |                    -.0135813               .008157                    -1.66                           0.098     
            age |                   -.0007785               .0011041                  -0.71                           0.482      
         _cons |                  -.5908179                .2021699                 -2.92                           0.004   
 

 
 
    roce    | 
          tax |                     .2235005               .0467969                  4.78                             0.000      
       fsize |                    -.2946984               .0609134                 -4.84                             0.000     
         lev |                     -.0161846               .0127485                 -1.27                             0.206     
         age |                    -.0002996               .0017255                  -0.17                            0.862     
       _cons |                     1.211257              .3159694                   3.83                            0.000      
 

Source: Regression results computed by the authors using STATA 
 
The multivariate regression results displayed in Table 4.3 reveals a cumulative R2 of 0.1352 for 

roe model, 0.3662 for roa model and 0.1481 for roce model which is the multiple coefficients of 

determination that gives the proportion or percentage of the total variation in the dependent 

variable explained by the explanatory variables jointly. Thus, it signifies that 13.52% of total 

variation in financial performance (roe) of listed consumer goods companies in Nigeria is caused 

by the corporate tax, firm size, leverage and age of the banks while 85.45% of the variation is as a 

result of other variables not considered in this study. The P-value is 0.000 and the F-statistics value 

is 6.2, implying that the model is fit. Similarly, 36.63% of total variation in financial performance 

(roa) of listed consumer goods companies in Nigeria is caused by the corporate tax, firm size, 
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leverage and age of the companies while 14.81% of the variation in financial performance (roce) 

of listed consumer goods companies in Nigeria is caused by the corporate tax, firm size, leverage 

and age of the companies. The P-value is 0.000 and the F-statistics value is 6.9 implying that the 

model is fit but not statistically significant at 5% significance level. Therefore, the models are fit 

and the variables were properly selected, combined and used as substantial changes in the financial 

performance is accounted for by the explanatory variables. 

 
The results as shown in Table 4.3 indicate that income tax has a positive relationship with the level 

of financial performance (roa, roe and roce), the relationship is statistically significant implying 

that an increase in corporate tax will increase the financial performance (roa, roe and roce) of 

consumer goods firms in Nigeria. This might be as a result of increase goodwill that companies 

enjoy as a result of tax compliance. That is when companies are tax compliant, they become more 

reputable in the eyes of the government and this descends to the general public which manifest in 

gaining popularity, increase turnover, and ultimately increase in profitability.   

 
Firm size exhibits a negative and significant relationship with roe and roce but the relationship is 

negative and not significant with roa, the negative influence of firm size on the roa and roce might 

be as a result of higher investment in asset which might not provide higher profit before interest 

and tax in the period of acquisition, however, such investment is expected to provide higher profit 

in future.  

 

Leverage exhibits a negative and significant relationship with roa, but the relationship is negative 

and not significant with roe and roce. The negative influence of leverage on roe and roce contradict 

aprior expectations which might be as a result of failure to benefits the tax advantage of using debt 

in financing business and not only that leverage serves as a monitoring mechanism of the absentee 

owners. 

 
Age exhibits a negative, but not significant relationship with roa, roe and roce however the 

negative influence of age on financial performance is contrary to aprior expectation because older 

firms are expected to achieved economy of scale which may enable them produce at lower cost 

and hence get higher profit. The findings are consistent with the findings of Nnubia et al. (2020) 

and Otwani et al. (2017) who found a positive relationship between corporate income tax and 
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financial performance of listed banks in Nigeria and listed companies on the NSE in Kenya 

respectively. However, it is contrary to Fagbemi et al. 2019 and Kurawa & Saidu (2018) whose 

findings revealed an insignificant negative relationship between corporate tax and financial 

performance of listed consumer goods companies in Nigeria. 

 
5.0 Conclusion and Recommendations 

The study examined the impact of corporate tax on the financial performance of listed consumer 

goods companies in Nigeria. Based on the findings the study concludes that corporate tax 

influences the profitability measures of financial performance (roa, roe and roce) of consumer 

goods companies in Nigeria. Thus, as the tax being paid by the companies increase, their 

performance increases. This might be as a result of increase goodwill that companies enjoy as a 

result of tax compliance. The study recommends that management should not hesitate to pay 

corporate tax because of its influence on corporate reputations which ultimately translate to 

improved financial performance. 

The present study concentrates only on the quantum of company income tax paid and accounting-

based measures of financial performance (roa, roe and roce) and considered listed consumer goods 

companies in Nigeria, therefore, future studies may consider other aspect of corporate tax and 

financial performance (market based measures such as tobin’s Q and market share price) and in 

other sector of the Nigerian economy.  
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Appendix 

 
  ___  ____  ____  ____  ____ (R) 
 /__    /   ____/   /   ____/ 
___/   /   /___/   /   /___/   14.0   Copyright 1985-2015 StataCorp LP 
  Statistics/Data Analysis            StataCorp 
                                      4905 Lakeway Drive 
     Special Edition                 College Station, Texas 77845 USA 
                                      800-STATA-PC        http://www.stata.com 
                                      979-696-4600        stata@stata.com 
                                      979-696-4601 (fax) 
 
Single-user Stata perpetual license: 
       Serial number:  401406228037 
         Licensed to:  KABIRU 
                       KADUNA STATE UNIVERSITY 
 
Notes: 
      1.  Unicode is supported; see help unicode_advice. 
      2.  Maximum number of variables is set to 5000; see help set_maxvar. 
 
. *(17 variables, 165 observations pasted into data editor) 
 
. xtset code years 
       panel variable:  code (strongly balanced) 
        time variable:  years, 2010 to 2020 
                delta:  1 unit 
 
.  
. summarize roe roa roce tax fsize lev age 
 
    Variable |        Obs        Mean    Std. Dev.       Min        Max 
-------------+--------------------------------------------------------- 
         roe |        165    .1823945    .3716365  -3.169331   1.551299 
         roa |        165    .0266382    .2677072  -2.359907    .460156 
        roce |        165    .2573603    .3608983  -.7142112   2.429135 
         tax |        165     5.80553    1.136359   2.462398   7.405529 
       fsize |       165    7.542125    .8917442   4.758056   9.453578 
-------------+--------------------------------------------------------- 
         lev |        165    0.44466    2.754742   .0027326    0.96168 
         age |        165   39.64848    15.30455         11         66 
 
. correlate roe roa roce tax fsize lev age 
(obs=165) 
 
             |      roe      roa     roce      tax    fsize      lev      age 
-------------+--------------------------------------------------------------- 
         roe |   1.0000 
         roa |   0.2877   1.0000 
        roce |   0.3527  -0.0908   1.0000 
         tax |   0.2760   0.5939   0.1513   1.0000 
       fsize |   0.1167   0.5194  -0.0410   0.8641   1.0000 
         lev |  -0.1271  -0.4551  -0.0939  -0.6276  -0.6469   1.0000 
         age |  -0.0130  -0.0115  -0.0160   0.0609   0.0663  -0.0175   1.0000 
 
 
. regress roe roa roce tax fsize lev age 
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      Source |       SS           df       MS      Number of obs   =       165 
-------------+----------------------------------   F(6, 158)       =      8.68 
       Model |  5.61302018         6  .935503363   Prob > F        =    0.0000 
    Residual |  17.0376261       158  .107833077   R-squared       =    0.2478 
-------------+----------------------------------   Adj R-squared   =    0.2192 
       Total |  22.6506463       164  .138113697   Root MSE        =    .32838 
 
------------------------------------------------------------------------------ 
         roe |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 
-------------+---------------------------------------------------------------- 
         roa |   .4101771   .1244073     3.30  0.001     .1644613     .655893 
        roce |    .341961   .0796008     4.30   0.000     .1847421    .4991799 
         tax |   .0973975  .0527411     1.85   0.067   -.0067711    .2015661 
       fsize |  -.0962317   .0639033    -1.51   0.134    -.2224466    .0299832 
         lev |   .0102547   .0126382     0.81   0.418     -.014707    .0352164 
         age |  -.0001394   .0016835    -0.08   0.934    -.0034645    .0031858 
       _cons |   .2386241   .3252024     0.73   0.464    -.4036807    .8809289 
------------------------------------------------------------------------------ 
 
. hettest 
 
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity  
         Ho: Constant variance 
         Variables: fitted values of roe 
 
         chi2(1)      =     9.91 
         Prob > chi2  =   0.0016 
 
. vif 
 
    Variable |       VIF       1/VIF   
-------------+---------------------- 
         tax |      5.46    0.183054 
       fsize |      4.94    0.202479 
         lev |      1.84    0.542466 
         roa |      1.69    0.592784 
        roce |      1.26    0.796717 
         age |      1.01    0.990415 
-------------+---------------------- 
    Mean VIF |      2.70 
 
. mvreg roe roa roce = tax fsize lev age 
 
Equation             Obs   Parms        RMSE    "R-sq"          F        P 
-------------------------------------------------------------------------- 
roe                  165       5    .3498913    0.1352  6.254544   0.0001 
roa                  165       5    .2157748    0.3662   23.11064   0.0000 
roce                 165       5    .3372322    0.1481    6.95646   0.0000 
 
------------------------------------------------------------------------------ 
             |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 
-------------+---------------------------------------------------------------- 
roe          | 
         tax |   .2255914   .0485536     4.65   0.000     .1297029    .3214798 
       fsize |  -.2008228      .0632    -3.18   0.002    -.3256365   -.0760091 
         lev |  -.0008505    .013227    -0.06   0.949    -.0269726    .0252716 
         age |  -.0005612   .0017903    -0.31   0.754    -.0040969    .0029745 
       _cons |   .4104866   .3278303     1.25   0.212    -.2369459    1.057919 
-------------+---------------------------------------------------------------- 
roa          | 
         tax |   .1262025   .0299425     4.21   0.000     .0670689     .185336 
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       fsize |  -.0093028   .0389748    -0.24   0.812    -.0862743    .0676687 
         lev |  -.0135813    .008157    -1.66   0.098    -.0296906    .0025279 
         age |  -.0007785   .0011041    -0.71   0.482     -.002959    .0014019 
       _cons |  -.5908179   .2021699    -2.92   0.004    -.9900837   -.1915522 
-------------+---------------------------------------------------------------- 
roce         | 
         tax |   .2235005   .0467969     4.78   0.000     .1310813    .3159198 
       fsize |  -.2946984   .0609134    -4.84   0.000    -.4149963   -.1744004 
         lev |  -.0161846   .0127485    -1.27   0.206    -.0413616    .0089924 
         age |  -.0002996   .0017255    -0.17   0.862    -.0037074    .0031082 
       _cons |   1.211257   .3159694     3.83   0.000     .5872483    1.835265 
------------------------------------------------------------------------------ 
 
--more-- 
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ABSTRACT 

The study examines the mediating effect of agency costs on the relationship between ownership 

structure and financial performance of listed consumer goods companies in Nigeria. The target 

population was twenty (20) listed consumer goods companies on Nigerian Stock of Exchange 

however, only nineteen (19) had consistency of data for a balanced panel regression for the period 

of eleven years (2010-2020). The study makes use of secondary data generated from reports and 

accounts of the sampled companies. The data was analyzed by means of descriptive statistics, 

correlation and Multiple Regressions of Hierarchical analysis using STATA (Version 14). The 

ownership structure was measured using managerial, institutional, ownership concentration and 

institutional ownerships while agency cost was measured using assets turnover ratio. In addition, 

financial performance was proxed by ROA. The results of hierarchical multiple regression 

analysis revealed that the agency cost has no significant mediating effect on relationship between 

managerial ownership and financial performance. However, the study confirmed that there is a 

significant partial mediating effect of agency cost on the relationship between (ownership 

concentration and institutional ownership) and listed financial performance of the sampled 

companies. Based on the findings, the study recommends among others, that ownership 

concentration as well as institutional ownership of consumer goods companies in Nigeria should 

create an effective monitoring strategy to control the managerial opportunistic behavior to lower 

agency conflicts, and hence lower agency costs and this will lead to increase in financial 

performance. Lastly, the paper calls for further research in the area. 

Keywords: Ownership structure, agency costs, ROA, consumer goods companies, Nigeria 

 

1.0 INTRODUCTION 

The performance of any entity is very important because it leads to the growth and the overall 

prosperity of the whole entity. This make it to be the key factor investors, shareholders and other 

users of the financial statement consider in evaluating the entity when to make a decision. Since 

the profitability is regarded as the key determinant of performance of any entity therefore, an 

adequate level of profitability is important for a firm’s long-term survival and success (Andersson 

& Minnema, 2018). 


