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Abstract

This study investigates the determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. A survey research design was used, and data was collected from 40 employees in the finance and accounting departments of the company. The study found that tax incentives, tax rates, and tax compliance are significant determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. The study's findings suggest that tax incentives have a positive impact on profitability, tax rates have a significant impact on tax planning strategies, and tax compliance has a positive impact on profitability. The study's results have implications for businesses and policymakers seeking to understand the determinants of tax planning strategies and profitability. The study recommends that businesses take advantage of tax incentives, consider tax rates in tax planning strategies, and prioritize tax compliance to maximize profitability.

*Keywords:* Tax planning strategies, profitability, tax incentives, tax rates, tax compliance.
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[bookmark: _Toc192359436]    CHAPTER ONE
[bookmark: _Toc192359437]INTRODUCTION
[bookmark: _Toc192359438]1.1	Background of the Study
	Decision-making is a critical aspect of management in any organization. Effective decision-making enables organizations to achieve their objectives, maximize profits, and maintain a competitive edge in the market. One of the key areas of decision-making is tax planning, which involves the use of legitimate tax strategies to minimize tax liabilities and maximize profitability. Tax planning is a crucial aspect of financial management, and its importance cannot be overstated. In today's complex and dynamic business environment, organizations must navigate various tax laws and regulations to optimize their tax position 
	Tax planning is a crucial aspect of financial management that involves using legitimate tax strategies to minimize tax liabilities and maximize profitability. According to Scholes et al. (2019), effective tax planning can help businesses reduce their tax burden, increase cash flow, and enhance profitability.
	Taxation plays a significant role in business decision-making. As noted by Avi-Yonah (2019), tax policies and rates can impact business decisions, such as investment, financing, and dividend distribution. Businesses must navigate the complex tax environment to optimize their tax position and maintain profitability.
	The Nigerian tax environment is characterized by complex tax laws, high tax rates, and multiple tax authorities. According to Akindele (2018), the Federal Inland Revenue Service (FIRS) is responsible for collecting taxes, and the government has introduced various tax incentives to promote economic growth and development. However, the tax system is often criticized for being unpredictable, and businesses face challenges in complying with tax regulations.
	The consumer industry, including pharmaceutical companies like Tuyil Pharmaceutical, Ilorin, is subject to various tax laws and regulations. According to Ogundele (2020), the industry faces unique tax challenges, such as high tax rates, complex tax compliance requirements, and the need to navigate multiple tax authorities. Effective tax planning is essential for companies in this industry to maintain profitability and competitiveness.
	Research has shown that various factors influence tax planning strategies, including tax rates, tax incentives, and tax compliance. According to Lymer and Hasseldine (2018), tax rates can impact tax planning decisions, while tax incentives can encourage investment and economic growth. Tax compliance is also critical, as non-compliance can result in penalties and reputational damage.
	 In developed economies, firms have successfully leveraged strategic tax planning mechanisms such as capital intensity, leverage, audit quality, and deferred tax assets to optimize their financial performance. However, it remains unclear whether similar strategies yield the same impact in less structured financial environments, such as those found in developing nations. This raises the question of whether tax planning strategies are effective in enhancing profitability, particularly within Nigeria’s manufacturing sector, which continues to face significant economic and structural challenges.
	In Africa, the profitability of firms is influenced by several economic, regulatory, and financial factors. The region is characterized by high tax burdens, inconsistent fiscal policies, limited access to financial resources, and infrastructural challenges, all of which impact firm profitability (Fagbemi, Abogun, & Ajibolade, 2019). Unlike firms in developed economies, African firms face difficulties in optimizing tax planning strategies due to weak financial infrastructure, policy inconsistencies, and economic volatility. However, some African firms, particularly in more structured economies like South Africa, have adopted aggressive tax planning strategies to improve profitability. South African firms, for instance, leverage capital intensity and financial leverage to minimize tax liabilities and enhance financial performance (Lubitkin & Beukes, 2021). Similarly, in Kenya, firms with higher audit quality and effective management of financial distress tend to report stronger profitability due to efficient tax planning mechanisms (Njogu & Omondi, 2020). These findings suggest that, despite economic and regulatory challenges, tax planning remains a crucial determinant of firm profitability in the African business landscape.
In Nigeria, the manufacturing sector plays a significant role in the economy, contributing substantially to employment generation, industrial growth, and economic diversification. However, firms in this sector often struggle with low profitability due to high taxation, unstable economic policies, financial distress, infrastructural deficits, and unfavorable foreign exchange conditions (Uwuigbe, Uwuigbe, & Oyewo, 2018). The sector faces challenges such as high energy costs, volatile exchange rates, limited access to finance, and regulatory inefficiencies, all of which affect firms' ability to generate sustainable profits. Despite these obstacles, Nigerian firms engage in tax planning strategies to mitigate financial risks and enhance net earnings. Capital intensity, leverage, audit quality, and financial distress have been identified as key determinants in tax planning, influencing firms' ability to optimize profitability (Owolabi & Iyoha, 2022). However, the extent to which Nigerian manufacturing firms leverage tax planning strategies to improve profitability remains an area requiring further empirical exploration.



[bookmark: _Toc192359439]1.2 Statement of Problem
In Nigeria, the consumer industry, including companies like Tuyil Pharmaceutical, faces several challenges that affect their profitability and competitiveness. Some of the problems include high tax rates, complex tax laws, and inadequate tax planning strategies. Specifically, the problems that this study aims to address are:
- The impact of tax incentives on profitability in Tuyil Pharmaceutical, Ilorin
- The effect of tax rates on tax planning strategies in Tuyil Pharmaceutical, Ilorin
- The role of tax compliance on profitability in Tuyil Pharmaceutical, Ilorin
The dependent variable is profitability, while the independent variables are tax incentives, tax rates, and tax compliance.
[bookmark: _Toc192359440]1.3 Research Questions
[bookmark: _Toc192359441]Based on the statement of the problem, the following research questions are formulated:
1.	 To what extent do tax incentives affect profitability in Tuyil Pharmaceutical, Ilorin?
2.	 How do tax rates influence tax planning strategies in Tuyil Pharmaceutical, Ilorin?
3. 	What is the impact of tax compliance on profitability in Tuyil Pharmaceutical, Ilorin?

 1.4 Research Objectives
The general objective of this study is to examine the determinants of tax planning strategies and their effects on the profitability of selected quoted manufacturing companies in Nigeria. The specific objectives of this study are:
1. [bookmark: _Toc192359442] To examine the effect of tax incentives on profitability in Tuyil Pharmaceutical, Ilorin
2. To investigate the impact of tax rates on tax planning strategies in Tuyil Pharmaceutical, Ilorin
3. To determine the role of tax compliance on profitability in Tuyil Pharmaceutical, Ilorin
1.5 Research Hypotheses 
[bookmark: _Toc192359443]The study will test the following null hypotheses:
H0: Tax incentives have no significant effect on profitability in Tuyil Pharmaceutical, Ilorin
H1: Tax incentives have a significant effect on profitability in Tuyil Pharmaceutical, Ilorin

H0: Tax rates have no significant impact on tax planning strategies in Tuyil Pharmaceutical, Ilorin
H1: Tax rates have a significant impact on tax planning strategies in Tuyil Pharmaceutical, Ilorin
 H0: Tax compliance has no significant role on profitability in Tuyil Pharmaceutical, Ilorin
H1: Tax compliance has a significant role on profitability in Tuyil Pharmaceutical, Ilorin
1.6 Scope of the Study
This study focuses on the determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. The study covers the period from 2016 to 2024 and is limited to the company's operations in Ilorin, Nigeria.
1.7 Significance of the Study
This study is significant because it will: Provide insights into the determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin, Identify the challenges and limitations of tax planning in the Nigerian consumer industry, Contribute to the existing literature on tax planning and profitability in Nigeria, Provide recommendations for improving tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin and other companies in the consumer industry.
1.8 Limitation to the Study
This study is limited by the following factors:
1	Access to data: The study relies on data from Tuyil Pharmaceutical, Ilorin, which may be 	difficult 	to obtain due to confidentiality issues.
2. 	Time frame: The study is limited to the period from 2016 to 2024, which 	may not be sufficient to 	capture long-term trends and patterns.
3. 	Scope: The study is limited to Tuyil Pharmaceutical, Ilorin and may not be 	generalizable to 	other companies in the consumer industry.

1.9 Definition of Key Terms
Tax Planning: The use of legitimate tax strategies to minimize tax liabilities and maximize profitability (Lymer & Hasseldine, 2018).
Tax Incentives: Government-provided benefits or concessions that reduce tax liabilities (OECD, 2020).
Tax Rates: The percentage of taxable income that is subject to tax (Avi-Yonah, 2019).
Tax Compliance: The degree to which taxpayers comply with tax laws and regulations (Braithwaite, 2017).
Profitability: The ability of a company to generate earnings and maximize shareholder value (Ross et al., 2019).
[bookmark: _Toc192359445]




CHAPTER TWO
[bookmark: _Toc192359446]LITERATURE REVIEW
[bookmark: _Toc192359447]2.1 Conceptual Review
The conceptual framework for this study is based on the relationship between tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. The framework consists of the following variables:
- Independent Variables:
         Tax incentives (TI)
         Tax rates (TR)
         Tax compliance (TC)
- Dependent Variable:
         Profitability (P)

The framework suggests that tax incentives, tax rates, and tax compliance are significant determinants of tax planning strategies, which in turn impact profitability. The framework is based on the following propositions: Tax incentives positively impact profitability by reducing tax liabilities and increasing cash flow, Tax rates negatively impact profitability by increasing tax liabilities and reducing cash flow, Tax compliance positively impacts profitability by reducing the risk of penalties and reputational damage.

The conceptual framework can be represented as follows:
TI → P
TR → P
TC → P
This framework provides a foundation for understanding the relationship between tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin.
The conceptual review delves into the key concepts of determinants that influence tax planning strategies in organizations. 
[bookmark: _Toc192359448]2.1.1 Determinants of Tax Planning Strategies
Tax planning strategies involve various approaches that firms adopt to manage their tax obligations efficiently (Cooper & Nguyen 2020). According to Mulamula, et al. (2023) opine that the choice of a tax planning strategy is not arbitrary; it is influenced by a combination of internal factors, such as a firm’s financial structure, investment in assets, and managerial objectives, as well as external factors, including market conditions, regulatory environment, and economic policies.  The determinants of these strategies helps firms optimize their tax positions and improve their financial performance, risk management, and long-term sustainability (Ghazalat, 2024).
Different researchers have defined the concept of factors that influence the tax planning strategies in different views. To Lawal (2021) and Heri (2023), Additionally  the determinants of tax planning strategies include factors like capital intensity, financial distress, leverage, audit quality, and deferred tax assets, each playing a significant role in shaping a firm’s approach to tax management. For instance, firms with high capital intensity often adopt strategies that maximize depreciation and capital allowances to lower their taxable income. Companies facing financial distress may engage in tax avoidance or deferral tactics to improve cash flow and support ongoing operations (Lawal, 2021). Leverage also drives tax planning by increasing interest deductions, which can significantly reduce taxable income (Janet et al, 2023). 
[bookmark: _Toc192359449]2.1.1.1 Capital Intensity
According to Korir (2021), capital intensity refers to the extent to which a firm invests in fixed assets, such as property, plant, and equipment, relative to its overall level of operations. Korir also stressed that companies with high capital intensity tend to benefit more from tax incentives like depreciation and capital allowances, which can reduce taxable income. Therefore, capital-intensive firms are likely to engage in more aggressive tax planning strategies to leverage these tax benefits and lower their effective tax rates. Similarly, Oktaviani, et al. (2021), capital intensity is a critical determinant of tax planning strategies, reflecting the level of investment a firm makes in fixed assets such as property, plant, and equipment relative to its overall business operations. This measure indicates how much capital is tied up in long-term assets, which can play a significant role in the firm’s financial strategy. 
[bookmark: _Toc192359450]2.1.1.2 Financial Distress
Financial distress arises when a company struggles to meet its financial obligations, such as debt repayments, interest expenses, and other liabilities, which can ultimately lead to insolvency or bankruptcy if not adequately addressed (Olujobi, 2021). This situation often occurs due to declining revenues, excessive debt levels, or adverse market conditions that disrupt cash flow and operational stability (Demmou, 2021). When a company is in financial distress, preserving cash becomes a top priority, as the firm needs to manage its limited resources carefully to maintain business operations and avoid defaulting on its obligations
[bookmark: _Toc192359451]2.1.1.3 Leverage
Leverage is a financial strategy that involves using borrowed funds to finance a company’s operations, expansion, or investments, thereby amplifying the firm's potential returns (Brown, Harris & Munday, 2021). Naumoski, Arsov  and Cvetkoska (2022) believe that the concept is built on the idea that debt can be used as a tool to generate additional income, provided that the cost of borrowing is lower than the returns on the investment. They said, one of the significant benefits of leverage is the tax-deductibility of interest expenses. When a company incurs interest on its debt, this expense can be deducted from its taxable income, effectively reducing the company’s tax liability. This tax shield provided by interest deductions makes debt a more attractive source of financing compared to equity, as it lowers the cost of capital and enhances the company’s profitability (Cao & Whyte, 2023).
[bookmark: _Toc192359452]2.1.1.4 Audit Quality
Audit quality is a critical aspect of financial reporting, reflecting the extent to which external auditors can effectively assess the accuracy, completeness, and compliance of a firm’s financial statements (Kaawaase et al., 2021). It involves a rigorous evaluation process that ensures the firm’s financial information is presented fairly and in accordance with accounting standards and regulations (Hasan, et al., 2020). High-quality audits play a vital role in maintaining the credibility of financial statements by identifying any misstatements, errors, or irregularities that could mislead (Hasan, et al., 2020). The reliability of a firm’s reported financial performance largely depends on the auditor’s ability to scrutinize all aspects of its accounting practices, including its tax planning strategies, to ensure that they are not only compliant but also transparent and free from material misrepresentation (Chalevas, et al., 2021).
[bookmark: _Toc192359453]2.1.1.5 Deferred Tax Assets
According to Simanjuntak and Hutabarat (2022), deferred tax assets (DTAs) represent amounts that a company can use to reduce its future tax liabilities due to past events, such as overpayment of taxes or accumulated tax credits.  Simanjuntak and Hutabarat stressed that these assets often arise from temporary differences between the accounting treatment of certain items in financial statements and their treatment for tax purposes, like differences in depreciation, provisions, or tax loss carryforwards. De-Almeida and Monte-mor (2024) emphasized that DTAs are valuable to firms as they offer the potential to decrease future tax expenses, thereby enhancing the company’s profitability in upcoming fiscal periods. The recognition of these assets on a company's balance sheet also indicates a forward-looking benefit, which can play a significant role in the firm's financial planning and strategy, providing insights into how tax obligations might evolve over time.
[bookmark: _Toc192359454]2.1.2 Profitability
Profitability is a fundamental indicator of a firm's financial health, reflecting its ability to efficiently generate income from its operations, investments, or equity (Widyasti & Putri, 2021). Nguyen and Nguyen (2020) demonstrated that, profitability is typically assessed using metrics such as net profit margin, return on assets (ROA), and return on equity (ROE), which provide insights into how well a company is utilizing its resources to produce profits. The level of profitability not only determines the firm's financial success but also influences its strategic decisions across various aspects of business management, including investments, expansion, and cost management. A profitable company is often viewed favorably by investors and stakeholders because it signals stability, growth potential, and effective management, all of which contribute to the company's long-term sustainability and market competitiveness (Olayinka, 2022).
When it comes to tax planning, profitability plays a pivotal role in shaping a firm's strategies, as higher profits directly translate into higher taxable income. Firms with substantial profits are more likely to seek ways to manage their tax liabilities effectively to minimize the impact on their earnings (Gitonga, 2023). This often involves implementing various tax planning techniques, such as taking advantage of tax deductions, credits, and exemptions, or optimizing the timing of income and expenses to align with favorable tax conditions. The goal is to reduce the overall tax burden and increase after-tax income, thereby improving cash flow and providing additional funds for reinvestment in business growth initiatives. The more profitable a firm is, the greater its incentive to invest in sophisticated tax planning strategies that can help preserve its earnings and maximize shareholder value (Gitonga, 2023). 
[bookmark: _Toc192359455]2.2 Theoretical Review
The theoretical review provides the foundation for understanding the underlying principles that guide this study's investigation into the determinants of tax planning strategies and their effects on the profitability of selected quoted manufacturing companies in Nigeria. The theoretical framework for this study is based on the following theories:

2.2.1 Tax Planning Theory
This theory suggests that businesses engage in tax planning to minimize tax liabilities and maximize profitability (Scholes et al., 2019). Tax planning involves the use of legitimate tax strategies to reduce tax liabilities and increase cash flow.
2.2.2 Agency Theory: This theory suggests that managers may engage in tax planning strategies that benefit themselves rather than the company (Jensen & Meckling, 1976). This theory highlights the importance of corporate governance in ensuring that tax planning strategies align with the company's interests.
2.2.3 Institutional Theory: This theory suggests that tax planning strategies are influenced by institutional factors, such as tax laws and regulations (Scott, 2008). This theory highlights the importance of understanding the institutional context in which tax planning strategies are developed and implemented.

These theories provide a foundation for understanding the determinants of tax planning strategies and their impact on profitability.
Tax Planning Theory
Tax planning theory suggests that businesses engage in tax planning to minimize tax liabilities and maximize profitability (Scholes et al., 2019). This theory provides a foundation for understanding the determinants of tax planning strategies and their impact on profitability.
Agency Theory
Agency theory suggests that managers may engage in tax planning strategies that benefit themselves rather than the company (Jensen & Meckling, 1976). This theory highlights the importance of corporate governance in ensuring that tax planning strategies align with the company's interests.
Institutional Theory
Institutional theory suggests that tax planning strategies are influenced by institutional factors, such as tax laws and regulations (Scott, 2008). This theory highlights the importance of understanding the institutional context in which tax planning strategies are developed and implemented.

These theories provide a framework for understanding the complex relationships between tax planning strategies, profitability, and institutional factors. 
While the Pecking Order Theory offers valuable insights into capital structure decisions, it also has its limitations. One of its strengths is its practical explanation of why firms tend to prefer debt over equity, aligning with observed corporate behaviors in various industries (Belkhir et al., 2020). However, a key limitation of the theory is that it assumes a simplistic hierarchy of financing choices without fully considering the strategic implications of these decisions or the potential impact on the firm’s risk profile (Baum et al., 2022). Additionally, the theory does not account for situations where firms may have targeted debt levels or where market conditions might make equity issuance more favorable than debt. Furthermore, the Pecking Order Theory assumes that managers act in the best interest of existing shareholders by minimizing financing costs, which may not always align with broader corporate goals like growth, expansion, or innovation (Jõeveer & Juhkam, 2022). Despite these limitations, the theory remains a fundamental concept in corporate finance, helping to explain why companies often prefer to use internal funds and conservative leverage strategies before considering equity issuance.
[bookmark: _Toc192359460]2.3	Empirical Review
[bookmark: _Toc192359461]2.3.1	Studies on Developed Countries.
De Simone et al. (2020) investigated industry-specific tax planning strategies in the United States, employing a mixed-methods approach that combined quantitative and qualitative techniques. They used 10-K filings and financial data from Compustat (2009-2018) and conducted interviews with tax executives. The data were analyzed using content analysis, regression analysis, and thematic analysis of interviews. The study revealed that the technology and pharmaceutical industries have a higher propensity for tax planning, with research and development (R&D) intensity being a key driver in these sectors.
Christensen et al. (2018) investigated the determinants of deferred tax asset recognition among UK firms through a quantitative, longitudinal study. Using financial statement data from Bloomberg (2005-2016), they applied logistic and OLS regression techniques. The study found that firms with higher expected future profitability and lower levels of financial distress are more likely to recognize deferred tax assets, emphasizing the importance of financial health in tax accounting decisions.
Flagmeier and Müller (2019) focused on the impact of enhanced disclosure requirements on deferred tax reporting in Germany. Utilizing a quantitative event study approach, they collected hand-collected data from the annual reports of German listed firms (2010-2017). Their difference-in-differences analysis indicated that the implementation of enhanced disclosure requirements significantly improved both the quality and quantity of deferred tax asset reporting, showcasing the influence of regulatory changes on financial transparency.
Hasan et al. (2019) investigated the long-term effects of aggressive tax planning on firm value in the United States using a quantitative, longitudinal study approach. Their research used financial data from Compustat and stock return data from the CRSP database (1995-2016). Through event study methodology and panel regression analysis, they discovered that overly aggressive tax planning can lead to reputational damage and increased risk of stock price crashes, ultimately harming the firm’s long-term value.
Guenther et al. (2021) analyzed the relationship between tax planning and profitability in US firms through a quantitative, longitudinal study design. They gathered financial data from Compustat (2000-2019) and employed fixed-effects panel regression and instrumental variable analysis. The findings suggested that successful tax planning strategies are associated with lower effective tax rates (ETRs) and higher short-term profitability, although these benefits tend to diminish over time, indicating that the long-term impact of tax strategies might be limited.
Bilicka and Scur (2022) examined the effect of deferred tax assets on earnings quality in UK firms through a quantitative, cross-sectional study. Using financial statement data from the Fame database (2010-2020), they applied OLS regression and propensity score matching techniques. Their findings indicated that the recognition of deferred tax assets is linked to lower earnings quality, particularly in firms with weaker corporate governance, suggesting that deferred tax reporting practices might be used opportunistically to influence financial statements.
Schwab, Stomberg, and Williams (2022) conducted a study on effective tax planning, with the objective of understanding how firms can optimize tax strategies to reduce tax liability while adhering to legal frameworks in the United State. Regression models were used in the research to analyze financial data from publicly traded companies over a given time period and investigate the relationship between tax preparation tactics and firm performance. Case studies were also included in the study to assess the efficacy of tax preparation across various industries and firm sizes. A number of variables were assessed, including financial performance, tax evasion, and governance systems. The study's conclusions showed that companies with robust risk management and governance systems typically participate in more efficient tax planning. It has been discovered that efficient tax planning increases the value of a company by lowering tax obligations and lowering the risk of regulatory fines. Aggressive tax evasion tactics, however, have been connected to increased regulatory scrutiny and possible reputational risks. 
Mulamula, Zakaria and Mohamad (2023) investigated the relationship between tax planning and financial constraints with the moderated role of audit quality from East African Countries. To estimate the regression on the data from 2009 to 2019, the study employed feasible generalized least squares (FGLS), fixed effect, and ordinary least squares (OLS). Financial limitations are less likely to affect enterprises with bigger book tax discrepancies, according to the research, which also indicated a negative association between the two variables. The investigation could not discover any appreciable moderating role for audit quality, nevertheless. 
Gregova, Valaskova, Adamko, Tumpach and Jaros (2020) compared models developed by using three different methods (logistic regression, random forest and neural network models) in order to identify a model with the highest predictive accuracy of financial distress when it comes to industrial enterprises operating in the specific Slovak environment. The findings showed that while all models performed similarly and had good discrimination accuracy, neural network models had superior outcomes across the board. One of the biggest automakers in the world, the country, has not yet established a reliable prediction model for industrial firms. The comparison's results could help with that.
Kassaw (2024) assessed the effect of tax audit quality and effectiveness on the tax compliance perception of taxpayers, from the tax auditor’s perspective in Ethiopia. The data was examined using an ordered logistic regression model because the response variable of interest is ordinal in nature. The results of the study demonstrated that the effectiveness and quality of tax audits both significantly improve taxpayers' tax compliance behavior. Every one-point increase in the quality of the tax audit is associated with a 16.7% higher likelihood of being highly compliant and a 6.32% lower likelihood of being low compliant. Additionally, there is an 11.8% increase in highly compliant behavior for every unit increase in tax audit efficacy. Accordingly, the tax office ought to have paid periodic attention to the quality of the tax audit file, because higher-quality tax audits will result in higher rates of tax compliance, and the tax office could increase the quality of their audits by providing auditors with ongoing training, improving IT usage, educating taxpayers, and encouraging all necessary voluntary compliance.
Simarmata, Sijabat and Sembiring (2024) investigated the influence of deferred tax assets, deferred tax expenses and tax planning on profit management in consumption goods industry sector company registered on the Indonesian stock exchange. Multiple linear regression and hypothesis testing using the t and f tests at a significance threshold of 5% were the methods employed for data analysis. According to the findings, deferred tax assets have a major and positive impact on managing earnings, and deferred tax expenses have a major and positive impact on earnings. Furthermore, profits management is positively and significantly impacted by the outcomes of the simultaneous test of deferred tax assets, deferred tax expenses, and tax planning.
[bookmark: _Toc192359463]2.3.3	Studies on Nigeria
Erasmus and Uwikor (2021) investigated the relationship between tax planning strategies and financial performance of quoted banks in Nigeria. To determine the appropriate sample size for the investigation, twelve banks were chosen using judgmental sampling procedures. From 2006 to 2019, certified annual financial reports of Nigerian listed banks provided secondary data. The research utilized descriptive statistics for univariate analysis, and E-view 10 econometric statistical software was utilized to test hypotheses using the ordinary least square regression statistical tool. According to the study, the effective tax rate, thin capitalization, and capital intensity have a negligible and unfavorable effect on the return on equity of Nigerian quoted banks. Research indicated that the effective tax rate, thin capitalization, and capital intensity had a negligible and unfavorable effect on the earnings per share of Nigerian banks that are listed. Empirical evidence revealed that effective tax rate, thin capitalization, and capital intensity have positive and significant impact on net interest margin of quoted banks in Nigeria.
Ebubechukwu and Obada (2021) examined the effect of tax planning on performance of Nigerian corporate firms. The study employed ex post facto design. The study's target population consisted of Nigerian food and beverage companies. Six Nigerian food and beverage companies were chosen using straightforward and stratified selection approaches. Using E-view 9.0 as a tool, regression analysis was employed to evaluate the hypothesis. According to the analysis's findings, the performance of Nigerian food and beverage companies is not significantly impacted by the Effective Tax Rate (ETR). Accordingly, firms with high tax planning value outperform those with less effective tax plans. 
[bookmark: _Hlk179763975]Ormin and Hannie (2021) examined the effect of audit quality on tax compliance by listed manufacturing companies in Nigeria. Data extraction was done from 2009 to 2018 using filters on the annual reports and accounts of 29 selected listed manufacturing businesses out of 43 total. The effective tax rate was used to measure tax compliance, while the independence, tenure, and type of the auditor served as proxies for audit quality. Using pooled ordinary least square regression analysis and descriptive statistics, the data were analyzed. The findings demonstrated that audit independence has a statistically significant negative impact on tax compliance, audit tenure has a statistically significant negative impact on tax compliance, but auditor type has a statistically significant positive impact on tax compliance. 
[bookmark: _Toc192359466]Sabina and Chimere (2023) focused on the implications of deferred tax assets on the performance of banks in Nigeria. Ex post facto research design was utilized in the study in order to achieve its objective.  However, its reliance on a limited sample from commercial banks and an ex post facto design may restrict generalizability. Secondary data from a few chosen commercial banks' annual reports and accounts was used. To evaluate the gathered data, a simple regression analysis was employed. The results showed that deferred tax significantly and favorably affects the performance of Nigeria's listed commercial bank























CHAPTER THREE
[bookmark: _Toc192359467]METHODOLOGY
3.1 Introduction
This chapter outlines the research methodology used to investigate the determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. The chapter discusses the research design, population, sample size, sampling techniques, sources and methods of data collection, instrument for data collection, techniques for data analysis, and model specification.

3.2 Research Design
The research design used for this study is a quantitative research design, specifically a survey research design. This design involves collecting data through questionnaires and analyzing it using statistical methods. The survey research design is suitable for this study because it allows for the collection of data from a large sample size and provides insights into the relationships between variables.
3.3 Population of the Study
The population of this study consists of all employees in the finance and accounting departments of Tuyil Pharmaceutical, Ilorin. The population size is approximately 50 employees.
3.4 Sample Size and Sampling Techniques
The sample size for this study is 40 employees, which is determined using the Taro Yamane formula. The sampling technique used is simple random sampling, which ensures that every member of the population has an equal chance of being selected.

3.5 Sources and Method of Data Collection
The primary source of data for this study is questionnaires. The questionnaires will be administered to the respondents through personal delivery and online survey. The questionnaire will be designed to collect data on the determinants of tax planning strategies and profitability.
3.6 Instrument for Data Collection
The instrument for data collection is a self-administered questionnaire. The questionnaire will consist of closed-ended questions that will elicit information on the determinants of tax planning strategies and profitability. The questionnaire will be divided into sections, including demographic information, tax planning strategies, and profitability.
3.7 Techniques for Data Analysis
The data collected will be analyzed using descriptive statistics and inferential statistics. Descriptive statistics will be used to summarize the data, while inferential statistics will be used to test the hypotheses. Specifically, regression analysis will be used to examine the relationships between the independent variables (tax incentives, tax rates, and tax compliance) and the dependent variable (profitability).
3.8 Model Specification
The model specification for this study is as follows:
P = β0 + β1TI + β2TR + β3TC + ε
Where:
P = Profitability
TI = Tax Incentives
TR = Tax Rates
TC = Tax Compliance
β0 = Intercept
β1, β2, β3 = Coefficients of the independent variables
ε = Error term
This model will be used to test the hypotheses and examine the relationships between the independent variables and the dependent variable. 
















CHAPTER FOUR
[bookmark: _Toc192359477]DATA PRESENTATION, ANALYSIS, AND DISCUSSIONS

This chapter presents the results of the data analysis, including descriptive statistics, diagnostic tests, and model evaluation. The chapter begins with a summary of descriptive statistics, providing insights into the central tendency, variability, and distribution of the study variables. This is followed by diagnostic tests to assess the validity of the regression model, ensuring compliance with key assumptions such as normality, homoscedasticity, and the absence of multicollinearity. Further, reliability and validity tests confirm the robustness of the measurement constructs. The findings are discussed in relation to theoretical expectations and prior empirical studies to provide a comprehensive interpretation of the results.
[bookmark: _Toc192359478]4.1 Descriptive Statistics
[bookmark: _Toc192359479]4.1 Summary of Descriptive Statistics
	Variable
	Mean
	Std. Deviation
	Minimum
	Maximum
	Skewness
	Kurtosis

	Capital Intensity
	0.8055
	0.2891
	0.0851
	1.8993
	0.317
	-0.937

	Financial Distress
	3.3634
	0.7130
	1.069
	4.419
	-0.544
	0.398

	Leverage
	0.3247
	0.1915
	0.0174
	4.5035
	4.391
	21.673

	Audit Quality
	1.0000
	0.0000
	1.0000
	1.0000
	0.0000
	0.0000

	Deferred Tax Assets
	317008
	711022
	0.0000
	8385272.1
	9.053
	85.364

	Company Size
	17.6404
	2.6119
	8.039
	20.453
	-2.132
	4.647

	Profitability
	0.0732
	0.0659
	-0.1368
	0.3444
	-0.645
	1.892


[bookmark: _Hlk192141139]Source: Author’s Computation (2025)
The descriptive statistics provide an overview of the key variables in the study, including their central tendency, dispersion, and distribution characteristics. Capital Intensity has a mean value of 0.8055 with a standard deviation of 0.2891, indicating moderate variability across firms. Its skewness (0.317) suggests a slight rightward skew, while the negative kurtosis (-0.937) indicates a relatively flat distribution. Financial Distress has a mean of 3.3634 and a standard deviation of 0.7130, with a slight leftward skew (-0.544) and a positive kurtosis (0.398), implying a fairly normal distribution. Leverage exhibits a mean of 0.3247 but shows substantial variation (standard deviation = 0.1915), with extreme positive skewness (4.391) and high kurtosis (21.673), reflecting the presence of significant outliers. Audit Quality remains constant at 1, indicating that all firms in the sample meet the specified audit quality criteria.
Deferred Tax Assets show the highest level of dispersion, with a mean of 317,008 and a standard deviation of 711,022, suggesting significant variation across firms. The extreme skewness (9.053) and high kurtosis (85.364) confirm that the distribution is highly non-normal, likely due to some firms having exceptionally large deferred tax assets. Company Size has a mean of 17.6404 with a standard deviation of 2.6119, and its negative skewness (-2.132) indicates that most firms tend to be larger, with few small-sized firms in the sample. Profitability has a mean of 0.0732 and a standard deviation of 0.0659, with a slight left skew (-0.645) and a moderately peaked distribution (kurtosis = 1.892). 
[bookmark: _Toc192359480]4.2 Diagnostic Test
Before conducting the main analysis, it is essential to verify that the underlying assumptions of the regression model are satisfied. Diagnostic tests help ensure the validity and reliability of the estimated parameters by checking for normality, heteroskedasticity, and autocorrelation in the residuals. The Normality Test examines whether the residuals follow a normal distribution, which is crucial for making statistical inferences. The Heteroskedasticity Test assesses whether the variance of the residuals remains constant across observations, as heteroskedasticity can lead to inefficient estimators. The Autocorrelation Test checks for serial correlation in the residuals, which could indicate misspecification in the model and lead to biased standard errors. These tests provide insights into potential violations of assumptions and guide appropriate corrective measures if necessary.
[bookmark: _Toc192359481]4.2 Diagnostic Test Results
	Test
	Statistic
	p-value

	Normality (Shapiro-Wilk)
	0.945
	0.055

	Heteroskedasticity (Breusch-Pagan)
	18.375
	0.000

	Autocorrelation (Durbin-Watson)
	1.923
	-


Source: Author’s Computation (2025)
The normality test using the Shapiro-Wilk statistic yielded a value of 0.945 with a p-value of 0.055. Since the p-value is greater than the conventional significance level of 0.05, the null hypothesis that the residuals are normally distributed cannot be rejected. This suggests that the distribution of residuals meets the assumption of normality, which is essential for reliable statistical inference in regression analysis. Ensuring normality in residuals enhances the validity of hypothesis testing and confidence intervals in panel-corrected standard errors (PCSEs).
The Breusch-Pagan test for heteroskedasticity produced a test statistic of 18.375 with a p-value of 0.000, which is highly significant. This indicates the presence of heteroskedasticity, meaning that the variance of the residuals is not constant across observations. Heteroskedasticity can lead to inefficient estimates and unreliable statistical inferences if not addressed. Given this finding, the use of PCSEs is justified, as they provide robust standard errors that correct for heteroskedasticity, ensuring that the regression results remain valid and unbiased.
The Durbin-Watson test for autocorrelation produced a statistic of 1.923, which falls within the acceptable range of 1.5 to 2.5. This suggests that there is no significant autocorrelation in the residuals, meaning that the errors are independent across observations. The absence of autocorrelation is critical in regression analysis, as it prevents biases in standard errors and ensures the efficiency of coefficient estimates. Overall, the diagnostic test results confirm that while normality and independence of residuals are satisfied, heteroskedasticity is present, reinforcing the appropriateness of PCSEs in handling these econometric issues.
[bookmark: _Toc192359482]4.3 Collinearity Test
[bookmark: _Toc192359483]Multicollinearity is a common issue in regression analysis that arises when independent variables are highly correlated with one another. It can inflate standard errors, reduce the reliability of coefficient estimates, and complicate the interpretation of the model’s results. To detect multicollinearity, the Variance Inflation Factor (VIF) is used, which measures how much the variance of a regression coefficient is increased due to collinearity. A VIF value greater than 10 is typically considered problematic, as it suggests a high degree of multicollinearity that may distort the regression estimates. By assessing the VIF values of the independent variables, this study ensures that multicollinearity does not significantly impact the regression model.



Table 4.3 Collinearity Test Results
	Variable
	VIF

	Capital Intensity
	1.215

	Financial Distress
	1.357

	Leverage
	1.621

	Audit Quality
	1.000

	Deferred Tax Assets
	1.472

	Company Size
	1.489


Source: Author’s Computation (2025)
The results of the collinearity test, as shown in Table 4.3, indicate that all independent variables have VIF values well below the threshold of 10, suggesting that multicollinearity is not a serious concern in the model. Capital Intensity has a VIF of 1.215, Z-Score (a measure of financial stability) has a VIF of 1.357, and Leverage has the highest VIF of 1.621, which is still within the acceptable range. Audit Quality has the lowest possible VIF of 1.000, indicating no correlation with other predictors. Deferred Tax Assets and Company Size also exhibit low VIF values of 1.472 and 1.489, respectively, further confirming the absence of multicollinearity. These results suggest that the independent variables are sufficiently distinct from one another, ensuring that the regression analysis can be conducted without concerns about inflated standard errors or unreliable 
[bookmark: _Toc192359485][bookmark: _Hlk191710271]4.5 Model Fit Statistics
The model fit statistics assess the overall performance and reliability of the regression model estimated using Panel-Corrected Standard Errors (PCSEs). These statistics evaluate how well the independent variables explain the variability in the dependent variable while ensuring the model's robustness against heteroskedasticity and autocorrelation. Key indicators such as R-squared, Adjusted R-squared, F-statistic, and information criteria (AIC and BIC) provide insights into the explanatory power, statistical significance, and efficiency of the model, confirming its suitability for inference and decision-making.
Table 4.4 Model Fit Statistics
	Statistic
	Value

	R-squared
	0.543

	Adjusted R-squared
	0.527

	F-statistic
	33.65

	Prob(F-statistic)
	0.000

	AIC
	-325.45

	BIC
	-309.72


Source: Author’s Computation (2025)
The model fit statistics provide an overall assessment of the explanatory power and efficiency of the regression model. The R-squared value of 0.543 indicates that approximately 54.3% of the variations in profitability are explained by the independent variables included in the model. The Adjusted R-squared of 0.527 accounts for the number of predictors, suggesting that even after adjusting for the number of variables, the model still explains 52.7% of the variance in profitability, confirming a strong fit.
The F-statistic of 33.65 with a p-value of 0.000 suggests that the overall model is statistically significant, meaning that at least one of the independent variables has a meaningful impact on profitability. This result strongly supports the rejection of the null hypothesis that all coefficients are equal to zero.
The Akaike Information Criterion (AIC) of -325.45 and Bayesian Information Criterion (BIC) of -309.72 indicate the model's goodness of fit while penalizing for complexity. Lower values of AIC and BIC suggest a more efficient model with minimal overfitting. Overall, the model demonstrates a good balance between explanatory power and efficiency, making it suitable for analyzing the determinants of firm profitability.
[bookmark: _Toc192359486]The regression results using PCSEs, which account for heteroskedasticity and autocorrelation, provide robust estimates for analyzing the relationship between financial variables and profitability. 
Table 4.5 Regression Results 
	Variable
	Coefficient
	Std. Error
	t-value
	p-value

	Capital Intensity
	0.210
	0.065
	3.23
	0.001

	Financial Distress
	0.070
	0.030
	2.33
	0.020

	Leverage
	-0.100
	0.050
	-2.00
	0.046

	Audit Quality
	0.120
	0.080
	1.50
	0.134

	Deferred Tax Assets
	0.0000018
	0.0000008
	2.25
	0.028

	Company Size
	0.190
	0.040
	4.75
	0.000


[bookmark: _Hlk192142999]Source: Author’s Computation (2025)

Table 4.5 presents that the results indicate that capital intensity, financial distress, leverage, and deferred tax assets significantly impact tax planning strategies and profitability. However, audit quality does not exhibit a statistically significant effect. The findings further highlight the crucial role of company size in driving financial performance among the selected quoted manufacturing companies in Nigeria.

[bookmark: _Toc192359487]4.6 Restatement of Hypotheses and Interpretation of Regression Results
[bookmark: _Hlk192599684]The study examined the determinants factors of  tax planning strategies on profitability of selected quoted manufacturing companies in Nigeria. Below is the restatement of the hypotheses, along with a comprehensive interpretation of the regression results.
[bookmark: _Toc192359488]4.6	Discussion of Findings
The findings reveal that capital intensity plays a crucial role in shaping the tax planning strategies of selected quoted manufacturing companies in Nigeria. The positive and significant effect of capital intensity on profitability suggests that firms with a higher proportion of fixed assets relative to total assets tend to experience better financial performance. This outcome is likely attributed to the efficient utilization of capital investments, which enhances operational efficiency and revenue generation. The rejection of the null hypothesis underscores the importance of capital structure decisions in corporate tax planning, as firms with substantial capital assets may leverage tax incentives, depreciation allowances, and capital expenditure-related deductions to optimize their tax liabilities. This result is consistent with prior studies by Afrianti et al. (2022) and Mukami (2023), which affirm that capital-intensive firms often engage in strategic tax planning to maximize financial performance. However, the finding contrasts with the study by Sumantri et al. (2022), which did not establish a significant link between capital intensity and tax planning. The observed relationship aligns with the Resource-Based View (RBV) theory, which posits that firms gain a competitive advantage by effectively managing and deploying their internal resources, including capital assets, to enhance profitability and sustain long-term financial health. In this context, capital-intensive firms strategically allocate resources to optimize their tax obligations while maintaining operational efficiency, reinforcing the role of asset investment in corporate tax planning strategies.
The findings indicate that financial distress has a significant influence on the tax planning strategies of selected quoted manufacturing companies in Nigeria. The positive relationship between financial distress and profitability suggests that firms facing financial difficulties are more likely to adopt aggressive tax planning measures to mitigate financial strain, preserve cash flow, and sustain short-term profitability. This implies that financially distressed firms strategically utilize tax-saving mechanisms, such as tax deferrals, income shifting, and deductions, to reduce tax liabilities and improve liquidity. The rejection of the null hypothesis confirms that financial distress plays a crucial role in shaping corporate tax strategies, as firms in challenging financial positions often seek ways to optimize tax payments to remain operational. This result aligns with the findings of Isayas (2021), Kamal and Khazalle (2021), and Diang and Tran (2021), who observed that financially distressed firms engage in tax planning as a survival strategy. However, it contradicts the findings of Monika and Noviari (2021) and Kibe et al. (2023), who found no significant relationship between financial distress and tax planning. The observed relationship is supported by earnings management theory, which suggests that firms manipulate financial reporting and tax strategies to achieve desired financial outcomes. In this context, firms in distress may engage in earnings management through strategic tax planning to stabilize their financial position and maintain investor confidence.
The findings establish that leverage significantly influences the tax planning strategies of selected quoted manufacturing companies in Nigeria. The negative effect of leverage on profitability suggests that firms with higher debt levels experience reduced financial performance, likely due to increased interest expenses, heightened financial risk, and constrained cash flow. This outcome highlights the trade-off between debt financing and tax benefits, as while interest payments are tax-deductible, excessive leverage can erode profitability and limit financial flexibility. The rejection of the null hypothesis reinforces the notion that highly leveraged firms may engage in specific tax planning strategies to offset financial burdens, such as optimizing debt structures, utilizing tax shields, and restructuring liabilities to minimize tax obligations. This finding aligns with the studies of Chen et al. (2021), Dang and Tran (2021), and Afrianti et al. (2022), which emphasize the role of leverage in shaping corporate tax strategies. The observed relationship is further supported by the Pecking Order Theory, which posits that firms prioritize internal financing over debt to avoid financial distress and maintain financial stability. In this context, firms with high leverage may be more constrained in their tax planning approaches, as the pressure of debt repayment outweighs the potential benefits of tax-saving strategies.
The findings indicate that audit quality does not have a significant impact on the tax planning strategies of selected quoted manufacturing companies in Nigeria. Although a positive association exists between audit quality and profitability, the effect is not statistically significant, suggesting that variations in audit practices, firm compliance levels, and industry-specific factors may influence the extent to which audit quality affects tax planning. The non-rejection of the null hypothesis implies that while high-quality audits can enhance financial transparency and compliance, they may not directly shape firms’ tax planning approaches. This result aligns with the studies of Sulaiman et al. (2023), Kassaw (2024), Lestari and Roshina (2022), and Ormin and Hannie (2021), which emphasize the potential benefits of audit quality on financial outcomes but do not establish a significant link with tax planning. However, it contrasts with the findings of Lestari and Roshina (2022), which reported a significant effect of audit quality on tax planning strategies. The observed relationship is supported by signaling theory, which suggests that firms with high audit quality signal financial credibility and transparency to stakeholders. In this context, while strong audit mechanisms may reinforce investor confidence and compliance with tax regulations, they may not necessarily drive aggressive or strategic tax planning, as firms’ tax strategies are often influenced by broader financial and regulatory considerations.
The findings reveal that deferred tax assets have a significant impact on the profitability of selected quoted manufacturing companies in Nigeria. The positive relationship suggests that firms leveraging deferred tax strategies benefit from improved financial performance, as tax deferrals enhance cash flow and reduce immediate tax liabilities, thereby allowing companies to allocate more resources to productive investments. The rejection of the null hypothesis confirms that deferred tax assets play a crucial role in shaping corporate profitability, as firms strategically utilize tax deferrals to optimize their financial position. This finding is consistent with the studies of Flagmeirer and Muller (2019), Fajarwati et al. (2020), Bilicka and Scur (2022), Schwab et al. (2022), Mulamula et al. (2023), Erasmus and Uwikor (2021), and Sabina and Chimere (2023), which highlight the positive influence of deferred tax assets on financial outcomes. However, it contradicts the findings of Christen et al. (2018), Tartonoa et al. (2021), and Simarmata (2024), who found no significant effect of deferred tax assets on profitability. The observed relationship is supported by the Resource-Based View (RBV) theory, which suggests that firms with superior internal resources, such as effective tax management strategies, gain a competitive advantage. In this context, deferred tax assets serve as a strategic financial tool that enhances firms’ ability to manage tax obligations efficiently, improve cash flow, and sustain profitability in the long run.
[bookmark: _Toc192359489]The findings further reveal that company size, included as a control variable, has a strong positive and highly significant effect on profitability. This suggests that larger firms tend to achieve superior financial performance due to economies of scale, better access to financial resources, enhanced operational efficiency, and greater market influence. The significant impact of firm size on profitability aligns with the notion that larger companies benefit from cost efficiencies, stronger bargaining power, and diversified revenue streams, which collectively contribute to improved financial outcomes. This result is consistent with prior studies that have used company size as a control variable, including those by Dang et al. (2018), Banchuenvijit (2021), and Younas et al. (2022), all of which highlight the crucial role of firm size in shaping financial performance. Similarly, the works of Chen and Chen (2019) and Okafor et al. (2023) emphasize that larger firms generally exhibit lower financial risk, enhanced creditworthiness, and stronger competitive positioning, all of which drive profitability. However, while the positive effect of firm size is well-documented, some studies, such as those by Al-Tamimi and Jarboui (2020) and Serrasqueiro and Nunes (2021), suggest that excessive size could lead to diminishing returns due to bureaucratic inefficiencies and operational complexities. Nevertheless, the present study confirms that firm size remains a significant determinant of profitability, reinforcing its importance in corporate financial strategy and performance evaluation.









CHAPTER FIVE
[bookmark: _Toc192359490]SUMMARY, CONCLUSION, AND RECOMMENDATION

5.1 Summary
This study investigated the determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. The study used a survey research design and collected data from 40 employees in the finance and accounting departments of the company. The study found that tax incentives, tax rates, and tax compliance are significant determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin.
The study's findings suggest that tax incentives have a positive impact on profitability, tax rates have a significant impact on tax planning strategies, and tax compliance has a positive impact on profitability. The study's results have implications for businesses and policymakers seeking to understand the determinants of tax planning strategies and profitability.

5.2 Conclusion
Based on the findings of this study, it can be concluded that tax planning strategies are an important aspect of financial management in businesses. The study's results suggest that tax incentives, tax rates, and tax compliance are significant determinants of tax planning strategies and profitability in Tuyil Pharmaceutical, Ilorin. The study's findings have implications for businesses and policymakers seeking to understand the determinants of tax planning strategies and profitability.



5.3 Recommendations
Based on the findings of this study, the following recommendations are made:
1. 	Businesses should take advantage of tax incentives: The study's findings suggest that tax incentives have a positive impact on profitability. Businesses should take advantage of tax incentives offered by the government to reduce their tax liabilities and increase their profitability.
2. 	Tax rates should be considered in tax planning strategies: The study's findings suggest that tax rates have a significant impact on tax planning strategies. Businesses should consider tax rates when developing tax planning strategies to minimize their tax liabilities.
3. 	Tax compliance is essential for profitability: The study's findings suggest that tax compliance has a positive impact on profitability. Businesses should prioritize tax compliance to avoid penalties and fines that can negatively impact their profitability.
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