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Abstract

This study examined the effect of non debt tax optimization on the financial distress cost
of listed non-finance firms in Nigeria. The specific objective was to ascertain the effect of
non-tax rates, and used capital intensity as. The study, guided by these specific objectives,
employed an ex-post facto research design on a population of forty listed non-finance
firms, from which a sample size of thirty was purposively selected based on complete
data from 2015 to 2024. Secondary data were obtained from annual reports and NGX
publications, forming a ten-year balanced panel. The hypotheses were tested using panel
regression techniques, and the fixed-effect model was chosen through the Hausman
specification test after conducting the required diagnostic checks. The findings showed
that: non-debt tax shield optimization has a positive and significant effect on financial
distress cost (B = 3.910153; p = 0.0003); capital intensity optimization has a positive and
significant effect on financial distress cost (B = 0.009986; p = 0.0321). In conclusion, the
study concludes that both non-debt tax shield optimization and capital intensity
optimization contribute significantly to the financial distress costs of listed non-financial
firms in Nigeria. The positive direction of these relationships underscores the need for
firms to carefully balance tax planning strategies with risk management considerations.
While non-debt tax shields can provide tax advantages, their optimization should not
compromise financial stability. Consequently, managers and policymakers should adopt
prudent investment and tax planning decisions that minimize distress costs while
enhancing firm value. The study recommended that Managers of listed non-financial
firms in Nigeria should adopt a moderate and well-structured approach to the use of non-
debt tax shields such as depreciation and amortization. Given the positive and significant
effect on financial distress cost, firms should avoid excessive reliance on these tax-saving
mechanisms.
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Non-financial firms are advised to carefully manage their investment in fixed assets,
since capital intensity has been found to significantly increase financial distress cost,
management should avoid over-investment in capital assets that may lead to high fixed
costs and reduced financial flexibility.

Keywords: Non debt tax optimization, Financial Distress Cost, Capital Intensity
Optimization.

1.0 Introduction

Corporate financing decisions remain a central concern in financial management,
particularly within emerging economies such as Nigeria where firms operate under
volatile macroeconomic conditions, regulatory uncertainties, and constrained access to
capital. Listed non-financial firms play a critical role in economic development through
job creation, industrial growth, and value generation; however, their sustainability is
often threatened by inefficient capital structure decisions and exposure to financial
distress. Within this context, firms continually seek strategies to optimize their tax
positions and improve financial performance while minimizing risk. One such strategy is
the utilization of tax shields, which can significantly influence firms’ financing behavior
and overall financial health. While debt-related tax shields have been extensively studied,
increasing attention is being directed toward non-debt tax shields as alternative

mechanisms for reducing taxable income without increasing financial leverage.

Non-Debt Tax Shield (NDTS) optimization refers to the strategic use of tax-deductible
expenses such as depreciation, amortization, investment tax credits, and other allowable
deductions to minimize a firm’s tax liability. Unlike interest tax shields derived from debt
financing, NDTS does not expose firms to the risks associated with mandatory interest
payments and potential default. Theoretically, NDTS is grounded in the trade-off theory
of capital structure, which posits that firms balance the tax advantages of debt against the
costs of financial distress. NDTS serves as a substitute for debt tax shields, thereby
reducing the incentive for firms to rely heavily on external borrowing. In practice, firms

with substantial non-debt tax shields may exhibit lower leverage levels, as they can
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achieve tax efficiency without incurring additional financial obligations. However, the
extent to which Nigerian listed non-financial firms effectively optimize NDTS remains
an empirical question, especially given variations in tax regulations, asset structures, and

managerial efficiency.

Financial distress, the dependent variable in this study, refers to a situation where a firm
experiences difficulty in meeting its financial obligations as they fall due. It is often
characterized by declining profitability, liquidity constraints, increasing leverage, and in
severe cases, insolvency or bankruptcy. Financial distress has significant implications for
stakeholders, including investors, creditors, employees, and regulators, as it can lead to
loss of investment, reduced firm value, and broader economic instability. Measurement of
financial distress typically involves the use of financial ratios and models such as Altman
Z-score, interest coverage ratio, and cash flow indicators. In the Nigerian context, non-
financial firms are particularly vulnerable to financial distress due to factors such as
exchange rate volatility, inflationary pressures, inconsistent government policies, and
infrastructural deficits. These challenges necessitate the exploration of internal financial

strategies that can enhance firms’ resilience and reduce the likelihood of distress.

The relationship between non-debt tax shield optimization and financial distress is
theoretically and empirically significant. From a theoretical standpoint, effective
utilization of NDTS can reduce taxable income and improve after-tax cash flows, thereby
enhancing a firm’s liquidity position and reducing the probability of financial distress.
Additionally, by serving as a substitute for debt tax shields, NDTS may discourage
excessive borrowing, thereby lowering financial risk and the likelihood of default.
Conversely, inadequate optimization of NDTS may compel firms to rely more on debt
financing to achieve tax benefits, increasing their exposure to financial distress.
Empirical studies on this relationship have produced mixed results, with some findings
suggesting that NDTS reduces financial distress risk, while others indicate insignificant

or context-dependent effects. These inconsistencies highlight the need for further
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investigation, particularly in developing economies where institutional and market

conditions differ significantly from those in developed countries.

Despite the growing body of literature on capital structure and financial distress, several
gaps remain, most prior studies have focused predominantly on debt tax shields, with
limited attention given to non-debt tax shields as an alternative tax planning strategy,
existing empirical evidence is largely drawn from developed economies, thereby limiting
the generalizability of findings to emerging markets such as Nigeria, studies that examine
NDTS often do not explicitly link it to financial distress, instead focusing on firm
performance or leverage decisions. Furthermore, there is a paucity of recent and sector-
specific studies that analyze listed non-financial firms in Nigeria, despite their economic
significance and unique operational challenges. These gaps underscore the need for a
comprehensive investigation into the effect of non-debt tax shield optimization on
financial distress among listed non-financial firms in Nigeria. This study is therefore
undertaken to fill these gaps by providing empirical evidence that will inform corporate
financial decisions, enhance tax planning strategies, and contribute to the existing body of

knowledge. The specific objective of this study is to:

Identify the effect of non-debt tax shield optimization approach on financial distress cost

of listed non-finance firms in Nigeria.

2.0 Review of Related Literature
2.1 Conceptual Review
2.1.1 Non-Debt Tax Shield Optimization

Connection between non-debt tax shields and financial distress costs has been a subject
of extensive theoretical debate, yielding divergent perspectives. non-debt tax shields,
commonly measured as the ratio of depreciation and amortization to total assets, serve as
proxies for tax benefits that firms can utilize without incurring debt. On the one hand,
proponents of the substitution hypothesis argue that non-debt tax shields can replace

debt-related tax shields, thereby reducing the firm's reliance on debt financing and,
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consequently, its exposure to financial distress. This view aligns with the trade-off theory,
which posits that firms balance the tax advantages of debt against the potential costs of
financial distress (DeAngelo & Masulis, 1980). By leveraging non-debt tax shields, firms
can achieve tax efficiency without increasing their debt burden, thus mitigating the risk of

financial distress (Sritharan, 2015; Rosita, & Nuryaman, 2025).

On the other hand, Ali, Rangone, and Farooq, (2022) contend that non-debt tax shields
may not effectively substitute for debt, especially in capital-intensive industries where
substantial fixed assets lead to higher depreciation and amortization expenses. In such
contexts, firms might simultaneously possess high non-debt tax shields and significant
debt levels, potentially exacerbating financial distress risks. This perspective is supported
by the pecking order theory, which suggests that firms prioritize internal financing but
may resort to debt when internal funds are insufficient, regardless of existing non-debt
tax shields (Myers & Majluf, 1984). In this regard, Bradley, Jarrell, & Kim, (1984)
documented instances where firms with substantial non-debt tax shields also maintain
high leverage, indicating that non-debt tax shields do not always deter debt accumulation

and may, in some cases, coincide with increased financial distress costs.

A third perspective posits a neutral relationship between non-debt tax shields and
financial distress costs, suggesting that the impact of non-debt tax shields on financial
distress is contingent upon firm-specific factors such as asset structure, profitability, and
industry characteristics (Koralun-Bereznicka et al., 2024). For instance, firms with a high
proportion of intangible assets may derive limited benefit from non-debt tax shields, as
these assets often lack collateral value, (Titman & Wessels, 1988). Moreover, (Alam, &
Kibria, 2019; De Vito, & Jacob, 2023), argue that the effectiveness of non-debt tax
shields in mitigating financial distress may vary across different regulatory and economic
environments, further complicating the relationship. Therefore, while non-debt tax
shields can influence financial distress costs, their impact is neither uniformly positive

nor negative but rather depends on a complex interplay of factors.
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2.1.2 Capital Intensity

The term "Capital Intensity" refers to the amount of cash or its equivalent invested in a
business entity's property, plant and equipment, and other non-current assets. The more
capital is invested, the more capital intensive the firm is, and this will affect the firm
either positively or negatively. Capital intensity is important in business because it shows
the proportion of non-current assets to total assets. It has a significant impact not only on
the company's financial situation, but also on the effectiveness and performance of the
company's assets. Chukwu and Egbuhuzor (2017), posit that due to the sizeable
investments that companies typically make in tangible non-current assets, it is reasonable
and necessary to assess the returns on these investments on a regular basis (i.e., their
capital intensity).

In the view of Shahean and Malik (2012), capital intensity is the value of an entity's total
investment in noncurrent assets and is typically calculated by dividing the value of total
non-current assets in the statement of financial position by the value of the firm's total
assets. Further, capital intensity is the ratio of the company's investment activities in the
form of fixed assets, and it represents how much of the company's fixed assets are out of
its total assets (Lanis & Richardson, 2011; Husnaini et al, 2013). According to Rodriguez
and Arias (2012); Ardyansah and Zulaikha (2014), a company's fixed assets allow it to
reduce its taxes due to depreciation. Almost all fixed assets will depreciate and such
depreciation will be reflected in the company's financial statements as the cost of
depreciation, and these costs can be deducted from income in the calculation of corporate
tax. However, the higher the depreciation fee, the lower the tax rate the company must
pay.

Capital intensity is also seen as a critical determinant of a firm’s tax planning behavior
and financial structure. Firms with high capital intensity often have greater opportunities
to leverage depreciation-related tax shields, which can reduce their effective tax burdens
over time (Chen, Chen, Cheng, & Shevlin, 2010). This strategic depreciation not only

lowers taxable income but also enhances cash flow availability for reinvestment and
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operational activities. Furthermore, research by Aliani and Zarai (2012) confirms that
capital-intensive firms may engage in more aggressive tax planning to maximize these
tax-related benefits, particularly in jurisdictions where tax depreciation allowances are
generous. The implication is that capital intensity not only reflects a firm’s asset
composition but also acts as a lever through which tax liabilities are managed, supporting
long-term investment and financial efficiency.

2.1.3 Financial Distress Cost

Financial health status of a firm is very critical to stakeholders because of its importance
for informed decision making. Financial health status gives a comprehensive assessment
of the combined indicators, capable of providing an overview of the company’s success
or failure from time to time and compared with other companies (Israel, et al., 2023).
Also, financial health status shows the level of firm financial performance which is a
combination of financial indicators such as profitability indicators, liquidity indicators,
leverage indicators and activity indicators (Sayidah et al., 2019). Further, Sayidah et al.,
(2019) stated that corporate annual financial report presented by the company
management described the condition of financial health status of the company to find the
company’s financial condition, weather it is strong, medium (grey) or weak (financial
distress likelihood), wherefor, financial distress refers to a state in which a company
undergoes a period of deteriorating financial conditions prior to reaching a state of
bankruptcy. Financial distress represents the decline of a company’s earning power,
which increases the probability that it may not settle its obligatory payments of interest
and debt capital, consequently affecting its credit risk profile (Gordon, 1971). Financial
distress can be temporary, whereby recovery depends on early distress detection and the
success of turnaround strategies, the failure of which pushes the company into a severely
decline state, in which it becomes insolvent and not viable, leading to a corporate failure
(Sewpersadh, 2017). Cybinski, (2001) proposed the financial distress continuum theory
during which companies experience various stages of distress before failure or a recovery

(Sewpersadh, 2017).
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Financial distress entails multiple costs, including both direct and indirect cost related to
bankruptcy, as well as costs associated with the process of liquidation. Often overlooked
in distressed companies are the indirect distress costs, such as the loss of creditors and
stakeholders, and the costs of the company’s value reduction due to managers’ actions to
protect their own self-interests, to include asset substitution (Altman, 1984). Other
indirect bankruptcy costs are the intra-group conflicts of interest, holdout problems,
foregone sales and competitive positions, higher operating costs (Senbet & Wang, 2012),
and the foregone investment opportunities (Nigam & Boughanmi, 2017). Therefore,
following Altman (1984), who highlights indirect distress costs as consequences of
reduced stakeholder confidence and value-destructive managerial actions, this study
employs the sales-growth-gap metric as employed in prior related study of (Pindado &
Rodrigues, 2005) obtained as the difference between sector and firm sales growth rates as
a proxy for indirect financial distress costs. Specifically, this metric captures the extent to
which a firm’s revenue performance lags behind industry trends, potentially signaling

weakened competitive standing due to underlying distress factors.

2.2  Theoretical Framework
2.2.1 Pecking Order Theory

The pecking order theory, initially introduced by Gordon Donaldson in 1961 and later
refined by Stewart C. Myers and Nicolas Majluf in 1984, offers a pivotal framework for
understanding corporate financing behaviors, particularly in relation to tax optimization
and financial distress costs. At its core, pecking order theory posits that firms prioritize
their sources of financing based on the principle of least effort or resistance, primarily
due to asymmetric information between corporate insiders and external investors. This
hierarchy begins with internal financing through retained earnings, followed by debt
issuance, and finally, equity issuance as a last resort (Vanacker & Manigart, 2010;
Guizani, 2020). The rationale is that internal funds incur no flotation costs and do not

dilute ownership, while debt is less susceptible to information asymmetry than equity,
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which can signal potential overvaluation to the market and thus is costlier due to adverse

selection concerns (Myers & Majluf, 1984).

The assumptions underpinning pecking order theory are critical to its explanatory power.
First, it assumes that managers possess more information about the firm's value and
prospects than external investors, leading to information asymmetry. Second, it presumes
that firms aim to minimize the costs associated with this asymmetry, which includes the
potential undervaluation of new equity issues. Third, the theory suggests that there is no
well-defined target capital structure; instead, firms adapt their financing choices based on
the path of least resistance, influenced by the availability of internal funds and the costs
of external financing options (Frank & Goyal, 2003). These assumptions collectively
explain why firms might prefer debt over equity, as the potential costs of financial
distress and the signals sent to the market by issuing new equity can outweigh the

benefits (Gatchev et al., 2009; Franks et al., 2006)

Applying pecking order theory to the nexus between corporate tax optimization and
financial distress costs provides a critical understanding of firms' financing decisions.
Michalkova et al., (2021), document that while debt financing offers tax shields through
interest deductibility, thereby optimizing tax liabilities, it simultaneously increases the
firm's financial leverage and the associated risk of financial distress. Firms must balance
the tax benefits of additional debt against the rising marginal costs of potential financial
distress, such as bankruptcy costs and agency conflicts between debt holders and equity
holders (Kraus & Litzenberger, 1973). Pecking order theory explains why firms might
limit debt usage despite its tax advantages; the preference for internal financing and
cautious use of debt reflects a strategy to mitigate the costs of financial distress. Thus,
pecking order theory serves as a robust theoretical framework for analyzing how firms
navigate the trade-offs between tax optimization and the cost associated with financial

distress.
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23 Empirical Review

Jamiu, Lawal, Emmanuel, and Joseph (2024) investigated the influence of financial
distress on corporate tax planning strategies among listed manufacturing firms in Nigeria.
Data was collected exclusively from the Nigerian Stock Exchange, specifically from
manufacturing firms producing consumer and industrial goods. The dataset spans eight
years, from 2013 to 2020. The study focused on 29 firms, producing 232 firm-year
observations. The research adopted an ex-post facto design, utilized purposive sampling
to select companies with complete data, and performed ordinary least square regression
analysis. Findings revealed that financial distress had a statistically insignificant and

negative relationship with corporate tax planning strategies.

Ismanto and Abdurachman (2024) examined the influence of institutional ownership,
leverage, and financial distress on corporate tax aggressiveness. The data for the study
was obtained from the Indonesia Stock Exchange, covering firms in the Real Estate and
Property Services sector. The dataset spans a four-year period from 2019 to 2022.
Employing a causal research design, the authors utilized purposive sampling to select 15
companies, yielding 60 firm-year observations. The analysis was performed using fixed
effect model based on the results of both the Chow and Hausman tests. The study found
that financial distress had a significant negative effect, suggesting that companies facing
financial pressure tend to refrain from aggressive tax behavior, possibly to prioritize

liquidity and maintain financial credibility.

Firmansyah and Pratiwi (2024) investigated the influence of executive character and
financial distress on tax avoidance behavior of state-owned enterprises listed on the
Indonesia Stock Exchange, focusing on how manager overconfidence might moderate the
relationship. The selected timeframe for analysis covered the years 2017 to 2021. The
authors applied a purposive sampling technique to select 10 companies from a population
of 38, resulting in a total of 50 firm-year observations over five years. Panel data analysis

was conducted using the fixed effect model regression technique via EViews 9 software.
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The findings revealed that executive character negatively affects tax avoidance, while
financial distress was not statistically significant in influencing tax avoidance. Further,
manager overconfidence did not exhibit any moderating effect on the relationship

between either executive character or financial distress and tax avoidance.

Chatterjee, Yerramilli, and Nguyen (2024) conducted an empirical study to investigate
how chief executive officer busyness and chief financial officer power jointly influence
firm risk-taking behavior. The study utilized data obtained from firms listed on the
United States Stock Exchange. The data covered a ten-year period from 2006 to 2015. It
focused broadly on firms across various sectors, excluding financial and utility
companies. The research adopted a quantitative research design with panel data
methodology and applied a matched sampling technique, analyzing a final sample of
3,711 firm-year observations. The authors used Panel Data Regression, particularly
employing Fixed Effect Regression and Two-Stage Least Squares Regression to address
endogeneity concerns. The findings revealed that chief executive officer busyness
negatively affected firm risk-taking, while chief financial officer power had a positive
influence, and the interaction between them significantly moderated the relationship, such
that powerful chief financial officers could offset the risk-averse tendencies of busy chief

executive officers.

Cahyaningrum and Puspitosari (2024) investigated the influence of business strategy and
financial distress on tax avoidance. The study utilized data exclusively from the
Indonesia Stock Exchange, specifically analyzing firms within the consumer non-
cyclicals sector. The research covered the period from 2018 to 2022. quantitative research
design was adopted, using purposive sampling to select 27 companies, later narrowed to
66 observations after removing outliers. Multiple linear regression specifically the
ordinary least squares technique—was used for hypothesis testing. The results revealed

that financial distress had a statistically significant positive effect on tax avoidance.
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Aryasa and Pramartha (2024) examined the influence of financial distress, good corporate
governance, and profitability on tax avoidance. The data were drawn exclusively from
companies listed on the Indonesia Stock Exchange, focusing specifically on the
healthcare sector. The temporal scope of the research spanned from 2020 to 2022.
Utilizing a quantitative research design, the authors adopted a purposive sampling
technique, with the final sample comprising 51 observations. To test their hypotheses,
they applied multiple linear regression using the ordinary least square technique. The
analysis revealed that good corporate governance negatively influenced tax avoidance. In
contrast, financial distress and profitability exhibited no significant relationship with tax

avoidance.

Saputri and Radianto (2023) evaluated the effect of financial distress and selected
corporate governance mechanisms on tax aggressiveness among property and real estate
firms. The research utilized secondary data sourced exclusively from the Indonesia Stock
Exchange, focusing on companies within the property and real estate sector. The scope of
the study spanned seven years, from 2014 to 2020. Employing a quantitative research
design, the authors applied purposive sampling to select 29 companies, resulting in a total
of 203 firm-year observations. Multiple regression analysis with robust standard error
correction was used to analyze the data and test the proposed hypotheses. The findings
revealed that financial distress, audit quality, and independent commissioners exhibited

no significant effect on tax aggressiveness.

Sabil and Waluyo (2023) investigated the influence of governance and financial
indicators on corporate tax avoidance, aiming to analyze how managerial ownership,
independent commissioners, audit committees, and financial distress affect tax avoidance,
while further assessing whether company size moderates the relationships. The data were
sourced from companies listed on the Indonesian Stock Exchange. The dataset spans the
period from 2016 to 2020. Utilizing a purposive sampling technique, the researchers

selected 54 manufacturing firms, producing a total of 270 firm-year observations. The
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study employed the fixed effects model of panel data regression, selected based on Chow
and Hausman tests, and also incorporated moderated regression analysis. The findings
indicated that independent commissioners and audit committees exerted a significant
positive influence on tax avoidance, whereas managerial ownership and financial distress
showed no significant effect. Moreover, company size did not significantly moderate the

effect of financial distress.

Pratiwi and Abbas (2023) conducted a study with the primary objective of examining the
impact of corporate governance, corporate social responsibility, and tax aggressiveness
on financial distress, considering leverage as a moderating factor. The dataset used in the
research was drawn from companies listed on the Indonesia stock exchange, specifically
within the property and real estate sector. The temporal scope of the data spans five years,
from 2017 to 2021. Employing a purposive sampling technique, the research included a
population of property and real estate firms on the IDX, resulting in 60 firm-year
observations. The methodological framework utilized a quantitative design and applied
the common effect model from panel data regression techniques to test the hypotheses. In
terms of findings, the study reported that tax aggressiveness had no significant effect.
Furthermore, leverage was found to strengthen the relationship between corporate social
responsibility and financial distress but had no moderating impact on the relationships

between tax aggressiveness and financial distress.

Prastiwi and Mariana (2023) conducted a study with the principal objective of examining
how financial distress and the presence of a risk management committee influence
corporate tax aggressiveness. The research focused on manufacturing firms listed on the
Indonesia Stock Exchange, with data covering a seven-year period from 2013 to 2019.
The study utilized a quantitative research design, employing purposive sampling to select
151 firm-year observations from a defined population that met specific criteria. Data
were analyzed using multiple linear regression, with the Ordinary Least Squares method

serving as the main technique for hypothesis testing. Findings revealed that financial
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distress had a statistically significant negative effect on tax aggressiveness, indicating that
companies under financial strain tend to reduce rather than increase tax avoidance
activities. In contrast, the presence of a risk management committee showed no

significant effect on tax aggressiveness.

Orji & John-Akamelu (2023) investigated the effect of book tax differences on financial
distress among public listed consumer goods firms in Nigeria. Data were collected from
firms listed on the Nigerian Exchange Group. The study covers a 10-year period from
2012 to 2021. It focuses specifically on the consumer goods sector in Nigeria. The
independent variables are temporary book tax differences, permanent book tax
differences, total book tax differences, and discretionary book tax differences, while the
dependent variable is the Altman’s Z-Score. Control variables include firm size and
leverage. ex-post facto research design was adopted with a purposive sampling technique.
The sample comprises 16 consumer goods firms selected from a population of 21 firms.
Feasible Generalized Least Squares estimator was applied to test the hypotheses,
revealing that temporary and permanent book tax differences have significant positive
effects on the Altman’s Z-Score, whereas total and discretionary differences do not exert

significant effects.

3.0  Methodology

This study employed ex-post facto research design to examine the effect of non-debt tax
optimization on financial distress cost of listed non-finance firms in Nigeria. Ex-post
facto research design is a non-experimental method in which researchers examine
existing data or conditions to investigate potential cause-and-effect relationships after the
events have already occurred, without manipulating variables. Ex-post facto research
design is appropriate for this study as it allows the investigation of the causal relationship
between non debt tax optimization and financial distress costs using historical data from
listed non-finance firms. The area of study of this research is in Nigeria. The population

of this study covered non-financial firms listed on the Nigerian Exchange Group (NGX)
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with representation from the following sectors: consumer goods firms, industrial goods
firms and oil and gas firms. As of December 31% 2024, forty (40) listed firms. A
purposive sampling approach was used to choose the firms for the study. This method
was appropriate because it allowed the researcher to focus on companies that met the
specific conditions required for the analysis. To be included, a firm had to be listed on the
Nigerian Exchange Group as at the 2015 financial year and must have submitted
complete annual reports for every year from 2015 to 2024. Using this period made it
possible to build a ten-year panel dataset with consistent observations across the selected
firms. The data for this study were secondary in nature and they were sourced from
Nigerian Exchange Group (NGX) Fact books, related companies’ annual financial reports,
over the period of interest. The data analysis technique that was used for this study was
panel data analysis technique. Panel data regression analysis technique was employed in
this study to test the hypotheses and was complimented with fixed and random effect
regression techniques. The most suitable of both techniques was determined by Hausman

Specification test.

Model Specification
This study adapted the model of Farooq., et., al (2023), is presented below as:
@it = aulnFDLit + 0o TFAit + asLTLevit + 0uSTCred;c + it

Where:

Dy = proportion of the forgone sale of a firm relative to the industry
FDLj = Financial distress likelihood for firm i for time t

TFAi = Total fixed assets for firm i for time t

LTLevi = Long-term leverage for firm i for time t

STCredi = Short-term credit for firm i for time

In line with the specific objectives of this study, the economic model has been specified
and presented below as:
FDCOST;= 09+ 0INDTAXi; +0:CITAX: + pie (1)

Where:

FDCOST = Financial Distress Cost

NDTAX = Non-Debt Tax

CITAX = Capital Intensity (control variable)
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3.9 Measurement of Variables

This study intends to employ cash effective tax rate, tax efficiency rate, non-debt tax

shield, debt tax shield and capital intensity as independent variables(X), while financial

distress cost will be employed as dependent variable(Y). Operationalization of the

proposed variables has been described in Table 3.3

Table 3.3 Operationalization of Study Variables

Variables Measurement Source

FINANCIAL Computed as the difference Pindado and Rodrigues, (2005)
DISTRSS COST between the growth rate of the

(Dependent Variable) | sales of the sector and the growth

rate of firm sales

NON-DEBT TAX
SHIELD

Non-Debt tax shield is computed Shittu and Alagbe, (2023).
as Depreciation and amortisation

(Independent divided by total asset
Variable)
CAPITAL Capital intensive tax saving Dyreng, Hanlon, Maydew and
INTENSITY strategy is computed as the ratio of | Thornock, (2017).
total assets to total sales revenue
(Control Variable)

Source: Authors’ Computation, (2026)

3.10 Decision Rule

The degree to which the independent variables determine the dependent variable will be

tested at 5% (0.05) level of statistical significance. A probability value less than 5%

statistical significance indicates a rejection of the null hypothesis (Ho).
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4.0  Data Presentation and Analysis

4.1 Data Presentation

This study examined the effect of non-debt tax optimization on the financial distress cost
of listed non-financing firms in Nigeria. The specific objective was to ascertain the effect
of non debt tax, on financial distress cost while capital intensity strategies was used as the
control variable. The study, employed an ex-post facto research design on a population of
forty listed non-finance firms, from which a sample size of thirty was purposively
selected based on complete data from 2015 to 2024. Secondary data were obtained from

firms’ annual reports, forming a ten-year balanced panel (see Appednix A).

4.2 Descriptive Analysis of Data

Table 4.1 Descriptive Analysis

FDCOST NDTAX CITAX

Mean 0.030397  0.033255  4.469681
Median 0.105350  0.028085 1.107353
Maximum 1.210308  0.125380  313.7582
Minimum -4.030291 4.76E-05 0.000000
Std. Dev. 0.455850  0.024206  22.15398
Skewness -2.882525 1.014549 10.68340
Kurtosis 25.57947  3.891727 136.1375
Jarque-Bera 6788.355 61.40521 227276.7
Probability 0.000000  0.000000  0.000000
Sum 9.119158  9.976453 1340.904
Sum Sq. Dev.  62.13205 0.175189 146748.8
Observations 300 300 300

Source: Authors’ Computation, (2026)

Table 4.1 shows that the financial distress cost had a mean of 0.030397, indicating that,
on average, the difference between sector sales growth and firm sales growth was slightly
positive, meaning most firms were only mildly exposed to distress pressures. The
minimum value of —4.030291 and maximum of 1.210308 reveal a wide spread,
suggesting that while some firms significantly underperformed their sectors, others
performed much closer to sector trends. The standard deviation of 0.455850 confirms

meaningful variability in distress outcomes across the sample of 300 observations. The
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skewness value of —2.882525 indicates a strong leftward tail, meaning extreme negative
distress values occurred more frequently than extreme positive ones, while the kurtosis of
25.57947 reflects heavy tails, showing the presence of many outliers. The Jarque-Bera
probability of 0.000000 confirms that the distribution was not normally distributed;
however, with 300 observations, the Central Limit Theorem supports the reliability of

regression estimates even when the raw variable is not normal.

Table 4.1 shows that non-debt tax shield had a mean of 0.033255, implying that
depreciation and amortization averaged about 3% of total assets. Values ranged from
virtually zero (4.76E-05) to 0.125380, reflecting modest but meaningful variation in
firms' reliance on depreciation-based tax shelters. The standard deviation of 0.024206
suggests relatively low dispersion, showing that firms generally clustered close to the
mean. With a skewness of 1.014549, the distribution was moderately right-skewed,
meaning a small number of firms reported relatively high depreciation relative to assets.
The kurtosis of 3.891727, slightly above 3, indicates modestly heavier tails than a normal
distribution. Although the Jarque-Bera p-value of 0.000000 rejects normality, the large

sample size permits dependable regression inference under the Central Limit Theorem.

As shown in Table 4.1, capital intensity had a mean of 4.469681, showing that total
assets were, on average, about four to five times greater than total sales revenue across
firms. The minimum value of 0.000000 and the maximum of 313.7582 demonstrate
extremely high variability, consistent with highly asset-intensive firms coexisting with
firms with faster turnover relative to asset base. The standard deviation of 22.15398
reflects very large dispersion, confirming dramatic differences in capital structure among
firms. The skewness of 10.68340 shows a very strong right-skew, meaning many firms
had low or moderate capital intensity levels while a few had extremely high values, and
the kurtosis of 136.1375 reveals enormous tail thickness consistent with severe outliers.

Although the Jarque-Bera p-value of 0.000000 confirms non-normality, the 300
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observations allow regression analysis to remain statistically valid under the Central

Limit Theorem.

4.2.1 Correlational Analysis

Table 4.2 Spearman Rank-Order Correlational Analysis

Sample: 2015 2024

Correlation
Probability FDCOST NDTAX CITAX
NON=DIRECT
TAX 0.018728 1.000000
0.7467 -
CAPITAL
INTENSITY
TAX 0.085479 0.175720 1.000000
0.1397 0.0023 -

Source: Authors’ Computation, (2026)

Table 4.2 presents the Spearman rank-order correlations and shows that the relationship

between financial distress cost and the

The results for non-debt tax shields and capital intensity showed weak and statistically
insignificant positive correlations with financial distress cost, with coefficients of
0.018728 and 0.085479 and p-values of 0.7467 and 0.1397, respectively. These findings
imply that neither depreciation-based tax savings nor the scale of firms’ asset intensity
had a meaningful monotonic association with distress outcomes across the sample. Given
the near-zero coefficients and non-significant probabilities, this tax optimization
attributes did not demonstrate consistent directional relationships with financial distress

cost.
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Test of Hausman Specification

The purpose of the Hausman test is to determine whether the fixed-effects or random-
effects estimator is more appropriate by examining whether the regressors are correlated

with firm-specific effects.

Table 4.9 Test of Hausman Specification

Correlated Random Effects - Hausman Test (Comparing Random Effect
and Fixed Effect Model)

Equation: Untitled

Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 24.794292 2 0.0002

Source: Authors’ Computation, (2026)

Table 4.9 shows a probability value of 0.0002, leading to rejection of the null hypothesis
that random effects are consistent. This indicates that firm-specific effects were
correlated with the regressors, making the random-effects estimator biased. Therefore,
the fixed-effects model was confirmed as the appropriate technique for the study’s

analysis.

4.3 Test of Hypotheses
The estimates used in the test of hypotheses are shown below in Table 4.10.

Table 4.10 Test of Hypotheses

Dependent Variable: FDCOST

Method: Fixed Effect Model (Cross-section weights)

Date: 04/30/26 Time: 13:13

Sample: 2015 2024

Periods included: 10

Cross-sections included: 30

Total panel (balanced) observations: 300

Linear estimation after one-step weighting matrix

White cross-section standard errors & covariance (d.f. corrected)

Variable Coefficient Std. Error t-Statistic Prob.
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NDTAX 3.910153 1.054168 3.709233 0.0003
CITAX 0.009986 0.004636 2.153926 0.0321
C -0.120367 0.059145 -2.035111 0.0428

Effects Specification

Cross-section fixed (dummy variables)

Weighted Statistics

R-squared 0.282054 Mean dependent var 0.095696
Adjusted R-squared 0.189940 S.D. dependent var 0.505419
S.E. of regression 0.435515 Sum squared resid 50.26332
F-statistic 3.062013 Durbin-Watson stat 1.863572
Prob(F-statistic) 0.000000

Source: Authors’ Computation, (2026)

The model validity indicators in Table 4.10 showed that the fixed-effect regression model
was statistically meaningful and suitable for explaining variations in financial distress
cost among the firms. The probability of the F-statistic was 0.0000, indicating that the
combined effect of the explanatory variables significantly explained changes in financial
distress cost at the 5% level. The adjusted R-squared value of 0.189940 implied that the
non debt tax optimization variables jointly explained about 18.99% of the systematic
variation in financial distress cost after accounting for firm-level fixed effects. The
Durbin—Watson statistic of 1.863572 suggested that the model did not suffer from serious
autocorrelation problems, meaning the residuals behaved well statistically. Overall, these
statistics confirmed that the fitted model was valid for making inferences about the

effects of non debt tax optimization approaches on financial distress cost.

The constant term in Table 4.10 had a coefficient of —0.120367 with a probability value
of 0.0428, indicating that it was statistically significant at the 5% level. This negative
constant suggested that, when all tax optimization strategies were held at zero, the
baseline financial distress cost of the firms was negative, implying a low distress-cost

environment in the absence of these tax variables. Because it was significant, the constant
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captured important underlying firm-specific characteristics (such as managerial quality or
operational structure) that systematically reduced distress cost beyond the influence of

the variables included in the model.

4.3.1 Test of Hypothesis I
Hos: Non-debt tax shield optimization approach has no significant effect on financial

distress cost of listed non-finance firms in Nigeria.

The coefficient for non-debt tax shield (NDTAX) was 3.910153, showing that a one-unit
increase in NDTAX raised financial distress cost by about 3.91 units. This indicated a
strong cost-increasing effect, suggesting that higher depreciation and allowance-related
tax shields were linked with financial pressure rather than relief. The probability value of
0.0003 was far below the 5% significance level, meaning the effect was statistically
significant. In line with this, the null hypothesis (HO1) was rejected while the alternate
hypothesis was accepted. This shows that non-debt tax shield optimization significantly

and positively affected financial distress cost.

4.3.2 Test of Hypothesis 11
Hos: Capital intensity optimization approach has no significant effect on financial distress

cost of listed non-finance firms in Nigeria.

The coefficient for capital intensity tax optimization (CITAX) was 0.009986, indicating
that a one-unit increase in CITAX increased financial distress cost by about 0.01 units.
This positive direction implied that greater investment in capital-intensive assets tended
to raise distress cost, possibly due to heavier capital-maintenance burdens. The
probability value of 0.0321 was below the 5% threshold, showing that the effect was
statistically significant. Therefore, the null hypothesis (H02) was rejected while the
alternate hypothesis was accepted. This confirms that capital intensity optimization had a

significant effect on financial distress cost.
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4.4 Discussion of Findings

Non-debt tax shield optimization showed a positive and significant effect on financial
distress cost (B = 3.910153; p = 0.0003), indicating that asset-based deductions like
depreciation may increase distress due to high capital intensity or reduced liquidity.
Jackson and Maccarthy (2023) found that capital-intensive firms could face higher
financial burden, while Ainun (2024) reported a similar positive link between capital
intensity and tax aggressiveness. Mahmudi and Lasulita (2025) also suggested that thin
capitalization and financial distress amplify tax avoidance risks, and Abiemanyu and
Prasetyo (2023) noted that capital intensity may not directly reduce distress. This shows

that non-debt shields can sometimes worsen financial strain despite providing tax benefits.

The result that capital intensity optimization positively and significantly affects financial
distress cost (B = 0.009986; p = 0.0321) suggests that investments in fixed assets increase
financial obligations and liquidity pressures, raising distress risk. Jackson and Maccarthy
(2023) found that capital intensity had little effect on profits but may influence financial
vulnerability. Ainun (2024) reported that asset-heavy strategies can elevate tax
aggressiveness, indirectly stressing finances, while Balakrishnan, Watts, and Zuo (2016)
observed that accounting conservatism linked to investment can influence corporate risk-
taking. Abiemanyu and Prasetyo (2023) similarly indicated that capital intensity can
create pressure on firm resources, reinforcing why highly capital-intensive strategies may

increase distress costs.
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5.0 Summary of Findings, Conclusion and Recommendations

5.1 Summary of Findings

This study examined the effect of non debt tax optimization on the financial distress cost
of listed non-finance firms in Nigeria. The findings showed that:

1. Non-debt tax shield optimization has a positive and significant effect on financial
distress cost (p =3.910153; p = 0.0003).
2. Capital intensity optimization has a positive and significant effect on financial

distress cost (f = 0.009986; p = 0.0321).

5.2 Conclusion

This study investigated the effect of non-debt tax shield optimization on the financial
distress cost of listed non-financial firms in Nigeria. Drawing on panel data analysis, the
empirical findings provide robust evidence on the relationship between tax-based
financing strategies and firms’ financial vulnerability. The results revealed that non-debt
tax shield optimization exerts a positive and statistically significant effect on financial
distress cost. This finding implies that increased reliance on non-debt tax shields such as
depreciation, amortization, and investment tax credits may be associated with higher
financial distress costs among the sampled firms. Rather than serving purely as
substitutes for debt tax shields, excessive optimization of non-debt tax shields may reflect
underlying operational or investment structures that heighten firms’ exposure to financial

strain.

Furthermore, the study found that capital intensity optimization has a positive and
significant effect on financial distress cost. This suggests that firms with higher levels of

investment in fixed assets relative to total assets are more likely to experience increased
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financial distress costs. High capital intensity may limit financial flexibility, increase
fixed obligations, and expose firms to higher operating and financial risks, especially in

volatile economic environments such as Nigeria.

The study concludes that both non-debt tax shield optimization and capital intensity
optimization contribute significantly to the financial distress costs of listed non-financial
firms in Nigeria. The positive direction of these relationships underscores the need for
firms to carefully balance tax planning strategies with risk management considerations.
While non-debt tax shields can provide tax advantages, their optimization should not
compromise financial stability. Consequently, managers and policymakers should adopt
prudent investment and tax planning decisions that minimize distress costs while

enhancing firm value.

5.3 Recommendations

Based on the specific variables examined in this study, the following recommendations

are advanced:

Managers of listed non-financial firms in Nigeria should adopt a moderate and well-
structured approach to the use of non-debt tax shields such as depreciation and
amortization. Given the positive and significant effect on financial distress cost, firms
should avoid excessive reliance on these tax-saving mechanisms. Instead, tax
optimization strategies should be aligned with firms’ cash flow capacity and overall
financial health. Management should ensure that non-debt tax shields are utilized in a
way that supports operational efficiency without increasing the likelihood of financial

strain.

Non-financial firms are advised to carefully manage their investment in fixed assets,
since capital intensity has been found to significantly increase financial distress cost,
management should avoid over-investment in capital assets that may lead to high fixed

costs and reduced financial flexibility. Instead, firms should pursue optimal capital
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allocation strategies that balance fixed and current assets while ensuring efficient

utilization of existing assets.

References

Abbiw, O. E. A. (2021). A4ssessing the factors that contribute to financial distress of
financial institutions The case of Ghana (Doctoral dissertation, University of
Education, Winneba).

Abdullah, F., & Khan, M. S. (2023). The determinants of financial distress cost: A case
of emerging market. Innovation, 20(6), 913-925.

Agustin, S., Syamsul, S., & Zuhroh, S. (2025). Earnings management and tax avoidance
in determining firm value in the financial sector. International Journal of
Economic Social and Technology, 4(1), 40—49.

Ai, H., Frank, M. Z., & Sanati, A. (2020). The Trade-Off Theory of Corporate Capital
Structure. Oxford Research Encyclopedia of Economics and Finance.

Akhlaghi Yazdinejad, E., & Shamsoddini, M. (2023). Examining the effect of aggressive
tax policies on excess liquidity, taking into account the role of environmental and

economic instability (combined view. Financial Accounting Research, 14(4), 83-
108.

Alam, M. B., & Kibria, C. G. (2019). Analysis of Firm-specific and Macroeconomic
Determinants of Capital Structure with Financial Distress Cost and Non-debt Tax
Shield Effect: Empirical Evidence from Bangladesh. [Institute of Business
Administration (IBA-JU) Jahangirnagar University, 20, 1.

Ali, S., Rangone, A., & Farooq, M. (2022). Corporate taxation and firm-specific
determinants of capital structure: Evidence from the UK and US multinational
firms. Journal of Risk and Financial Management, 15(2), 55.

Aliani, K., & Nawaiseh, M. E. (2020). The influence of corporate governance, financial
performance, and firm size on corporate tax avoidance: Evidence from Jordan.
Meditari Accountancy Research, 28(5), 789—812.

Aliani, K., & Zarai, M. A. (2012). Demographic diversity in the board and corporate tax
planning in American firms. International Journal of Accounting and Financial
Reporting, 2(2), 142—-157.

Almeida, H., & Philippon, T. (2007). The Risk-Adjusted Cost of Financial Distress. The
Journal of Finance, 62(6), 2557-2586.

105 / page JABSS VOLUME 10 NUMBER 2



(Jabss) Journal of Accounting, Business and Social Sciences =
Volume 10 Number 2,

Altman, E. 1., Hotchkiss, E., & Wang, W. (2019). Corporate financial distress,
restructuring, and bankruptcy: analyze leveraged finance, distressed debt, and
bankruptcy. John Wiley & Sons.

Amaniampong, M., Kumi, J. A., & Kumi, M. A. (2018). Effects of corporate income tax
on the profitability of mining companies: Evidence from Ghana Stock Exchange.
IJRDO-Journal of Business Management, 4(2), 55-64.

Amarteifio, J., & Danquah, M. (2023). Tax planning and financial performance of
insurance companies in Ghana: The moderating role of corporate governance.
Available at SSRN.

Amoako, G. K., Asare, N., & Frempong, E. (2023). Board diversity and corporate tax
aggressiveness: Evidence from Ghana. Journal of Accounting and Taxation, 15(3),
123-135. https://doi.org/10.5897/JAT2023.0540

Appah, E., & Duoduo, G. (2024). Firm attributes and corporate financial distress of listed
manufacturing firms at the Nigeria exchange group. British Journal of
Multidisciplinary and Advanced Studies, 5(1), 16-40.

Ariff, A., Wan Ismail, W. A., Kamarudin, K. A., & Mohd Suffian, M. T. (2023).
Financial distress and tax avoidance: the moderating effect of the COVID-19
pandemic. Asian Journal of Accounting Research, 8(3), 279-292.

Arora, V. (2025). Tax aggressiveness and financial distress: A systematic literature
review (2015-2023). Gyan Management, 1-10.

Atawodi, O. W., & Ojeka, S. A. (2012). Factors that affect tax compliance among small
and medium enterprises (SMEs) in Nigeria. International Journal of Business and
Management, 7(12), 87-96.

Auerbach, A. J., & Bradford, D. F. (2004). Generalized cash-flow taxation. Journal of
Public Economics, 88(5), 957-980.

Balakrishnan, K., Watts, E. M., & Zuo, L. (2016). The effect of firm-specific information
quality on the relation between tax avoidance and firm value. International
Review of Economics & Finance, 45, 151-166.

Batista da Silva, M. M., Ernani de Carvalho Junior, L., & Mendes Nascimento, E. (2023).
The Influence of Tax Practices on the Probability of Financial Distress among B3
Non-Financial Companies. Revista de Educa¢do e Pesquisa em Contabilidade,

1702).

106 / page JABSS VOLUME 10 NUMBER 2



(Jabss) Journal of Accounting, Business and Social Sciences =
Volume 10 Number 2,

Becker, B., Chen, J., & Greenberg, D. (2013). Financial development, fixed costs, and
international trade. The Review of Corporate Finance Studies, 2(1), 1-28.

Bhandari, A. (2011). Corporate governance and financial distress: Evidence from India.
SSRN Working Paper.

Boakye, D. (2023). Tax planning and financial performance of insurance companies in
Ghana: The moderating role of corporate governance. Journal of Finance and
Accounting Research, 5(1), 1-18.

Boubakri, N., Guedhami, O., & Mishra, D. (2010). Family control and the implied cost of
equity: Evidence before and after the Asian financial crisis. Journal of
International Business Studies, 41, 451-474.

Bradley, M., Jarrell, G. A., & Kim, E. H. (1984). On the existence of an optimal capital
structure: Theory and evidence. The Journal of Finance, 39(3), 857-878.

Brown, R. J. (2020). The impact of increased tax transparency via public country-by-
country reporting on corporate tax aggressiveness: Evidence from the European
Union. Austl. Tax F., 35, 596.

Journal of Contemporary Accounting & Economics, 16(3), 100187.

Crespi-Cladera, R., Martin-Oliver, A., & Pascual-Fuster, B. (2021). Financial distress in
the hospitality industry during the Covid-19 disaster. Tourism Management, 85,
104301.

de Oliveira Ferreira, C., de Fatima Carvalho, L., de Carvalho, O. A., & da Cunha, J. V. A.
(2024). Tax aggressiveness in a scenario of economic crisis and financial
difficulty: an analysis of companies listed on B3. REVISTA AMBIENTE
CONTABIL-Universidade Federal do Rio Grande do Norte-ISSN 2176-9036,
16(2).

De Vito, A., & Jacob, M. (2023). The role of creditor protection in lending and tax
avoidance. Journal of Financial and Quantitative Analysis, 58(5), 2096-2130.

DeAngelo, H., & Masulis, R. W. (1980). Optimal capital structure under corporate and
personal taxation. Journal of Financial Economics, 8(1), 3-29.

Desai, M. A., & Dharmapala, D. (2006). Corporate tax avoidance and high-powered
incentives. Journal of Financial Economics, 79(1), 145-179.

Desai, M. A., & Dharmapala, D. (2009). Corporate tax avoidance and firm value. Review
of Economics and Statistics, 91(3), 537-546.

107 / page JABSS VOLUME 10 NUMBER 2



(Jabss) Journal of Accounting, Business and Social Sciences =
Volume 10 Number 2,

Donaldson, L. (2001). The Contingency Theory of Organizations. Sage Publications.

Drake, K. D., & Krause, T. (2023). Do tax haven operations improve future firm
performance? Financial Management, 52(1), 5-36.

Dyreng, S. D., Hanlon, M., Maydew, E. L., & Thornock, J. R. (2017). Changes in
corporate effective tax rates over the past 25 years. Journal of financial
economics, 124(3), 441-463.

Etter-Phoya, R., Meinzer, M., & Lima, S. (2020). Tax base erosion and corporate profit
shifting: Africa in international comparative perspective. Journal on Financing
for Development, 1(2), 68-107.

Farooq, M., Hunjra, A. L., Ullah, S., & Al-Faryan, M. A. S. (2023). The determinants of
financial distress cost: A case of emerging market. Cogent Economics & Finance,
11(1),2186038.

Farooq, M., Noor, A., Qureshi, S. F., & Bhutta, Z. M. (2021). Indirect financial distress
costs in non-financial firms: evidence from an emerging market. Pacific
Accounting Review, 33(4), 417-434.

Ferris, S. P., & Lawless, R. M. (1999). The expenses of financial distress: The direct
costs of Chapter 11. U. Pitt. L. Rev., 61, 629.

Fosu, G. A., & Adams, S. (2020). Tax planning and financial performance of insurance
companies in Ghana: The moderating role of corporate governance. Journal of
Accounting and Taxation, 12(3), 75-86.

Frank, M. Z., & Goyal, V. K. (2003). Testing the pecking order theory of capital structure.
Journal of Financial Economics, 67(2), 217-248.

Frank, M. Z., & Goyal, V. K. (2009). Capital structure decisions: Which factors are
reliably important? Financial Management, 38(1), 1-37.

Franks, Julian R., and Sergey V. Sanzhar. "Evidence on debt overhang from distressed
equity issues." In EFA 2005 Moscow Meetings Paper. 2006.

Gatchev, V. A., Spindt, P. A., & Tarhan, V. (2009). How do firms finance their
investments?: The relative importance of equity issuance and debt contracting
costs. Journal of Corporate Finance, 15(2), 179-195.

Guizani, M. (2020). The capital structure of islamic-compliant firms: is there a financing

hierarchy? Asian Academy of Management Journal of Accounting & Finance,
16(2).

108 / page JABSS VOLUME 10 NUMBER 2



(Jabss) Journal of Accounting, Business and Social Sciences =
Volume 10 Number 2,

Ha, H. T. C. (2022). The influence of tax avoidance and corporate social responsibility on
financial performance of listed companies in Vietnam. International Journal of
Economics, Business and  Accounting  Research, 6(2), 1325-1337.
https://doi.org/10.5281/zenodo0.6997883

Halim, A., & Jannah, M. (2022). The effect of profitability, leverage, and firm size on tax
avoidance. Jurnal Akuntansi Trisakti, 9(1), 1-10.
https://doi.org/10.25105/jat.v9i11.16126

Handayani, S. R., Purwanto, A., & Solimun, S. (2023). The effect of earnings
management and corporate social responsibility disclosure on tax avoidance with

firm size as a moderating variable. Asian Journal of Accounting Research, 8(1),
62-76

Hanlon, M., & Heitzman, S. (2010). A review of tax research. Journal of Accounting and
Economics, 50(2-3), 127-178.

Hanlon, M., & Heitzman, S. (2010). Conforming Tax Avoidance and Capital Market
Pressure. The Accounting Review, 85(3), 897-927.

Hapsari, D. O., & Wibowo, P. (2024). Does Capital Intensity Moderate The Effect Of
Financial Distress And Operational Performance Tax Avoidance In Regional-
Owned Enterprises In Water Supply?. Educoretax, 4(4), 490-505.

Hardiyanto, A. T., Achsani, N. A., Sembel, R., & Maulana, N. A. (2014). Testing trade-
off theory of capital structure: Empirical evidence from Indonesian listed
companies. Economics and Finance Review, 3(6), 13-20.

Oats, L., & Tuck, P. (2019). Corporate tax avoidance: is tax transparency the solution?
Accounting and Business Research, 49(5), 565-583.

Odum, C. G. (2023). Tax aggressiveness and corporate financial distress interaction role
of ownership. Innovations, 72, 1603-1614.

OECD. (2014). Measures of Tax Compliance Outcomes: A Practical Guide. OECD
Publishing.

Olika, D., Ukomadu, C., Ogidan, R., & Abiodun, A. (2024). Nigeria's Value Added Tax
at 30: Yesterday, Today and Tomorrow. Today and Tomorrow (June 05, 2024).

Onyeka-Theme, C. V. (2021). Tax Planning Strategies and Liquidity of Manufacturing
Companies Quoted in Nigeria. American Journal of Humanities and Social
Sciences Research (AJHSSR), 5(2), 138-148.

109 / page JABSS VOLUME 10 NUMBER 2



(Jabss) Journal of Accounting, Business and Social Sciences *
Volume 10 Number 2,

Opoku, M. O., Agyapong, A., & Aboagye-Otchere, F. (2023). Does corporate tax
avoidance explain firm performance? Evidence from an emerging economy.
Journal of Accounting in Emerging Economies, 13(2), 354-377.
https://doi.org/10.1108/JAEE-02-2022-0054

Orji, E. N., & John-Akamelu, C. R. (2023). Book tax differences and financial distress of
public listed consumer goods firms in Nigeria. Journal of Global Accounting, 9(1),
346-382.

Sadjiarto, A., Hartanto, S., Natalia, & Octaviana, S. (2020). Analysis of the Effect of
Business Strategy and Financial Distress on Tax Avoidance. Journal of
Economics and Business, 3(1), 238-246.

Schwab, C., Stomberg, B., & Williams, B. (2019). Effective Tax Planning. The
Accounting Review, 94(6), 1-26.

Sharif, S., & Saleem, H. M. N. (2024). A review on the determinants of financial distress.
Pakistan Social Sciences Review, 8(4), 473—-484.

Shittu, S. A., & Alagbe, E. A. (2023). Nexus between Tax Sheltering and Earnings
Management of Listed Non-financial firms in Nigeria. International Journal of
Financial Research and Business Development.

Silalahi, E. A., & Siregar, H. (2025). The effect of tax planning, leverage, and firm size
on earnings management. Journal of Indonesian Accounting and Knowledge,

13(2), 181-191.

Silva, M. M. B. da, Carvalho Junior, L. E. de, & Nascimento, E. M. (2023). The
influence of tax practices on the probability of financial distress among B3 non-

financial companies. Revista de Educacdo e Pesquisa em Contabilidade, 17(2),
161-178.

Simanjuntak, F., & Limbong, H. (2022). The effect of profitability, leverage, and firm
size on tax avoidance. Jesya (Jurnal Ekonomi dan Ekonomi Syariah), 5(2), 1570—
1580. https://doi.org/10.36778/jesya.v512.116891

Sitorus, T., & Christian, J. A. (2019, October). Leverage, Financial Distress and Profit
Growth: The Role of Tax Shield. In 20719 International Conference on
Organizational Innovation (ICOI 2019) (pp. 527-531). Atlantis Press.

Sritharan, V. (2015). Do tax shields of debt and non-debt impact on firms’ performance?
Evidence from Sri Lankan Land and property sector. Research Journal of
Economics and Business Studies, 4(5), 10-22.

110 / page JABSS VOLUME 10 NUMBER 2



(Jabss) Journal of Accounting, Business and Social Sciences =
Volume 10 Number 2,

Sudarma, 1. P., & Sari, M. M. R. (2020). Financial distress, growth opportunities, and
dividend policy on firm value through company hedging policies: Empirical study
on property and real estate companies listed on Indonesian stock exchange.

International Research Journal of Management, IT and Social Sciences, 8(1), 47-
59.

Sun, J., Makosa, L., Yang, J., Yin, F., & Sitsha, L. (2023). Does corporate tax planning
mitigate financial constraints? Evidence from China. International Journal of
Finance & Economics, 28(1), 510-527.

Titman, S., & Wessels, R. (1988). The determinants of capital structure choice. The
Journal of Finance, 43(1), 1-19.

Ufo, A. (2015). Determinants of financial distress in manufacturing firms of Ethiopia.
Research Journal of Finance and Accounting, 6(17), 9—16.

Vanacker, T. R., & Manigart, S. (2010). Incremental financing decisions in high growth
companies: Pecking order and debt capacity considerations. Small Business
Economics, 35(1).

Zeitun, R., & Refai, H. A. (2017). Capital structure, tax effect, financial crisis and default
risk: evidence from emerging market. International Journal of Economics and
Business Research, 14(1), 104-113.

Zhang, 7., & Zhang, 7. (2013). Tax shield, bankruptcy cost and optimal capital structure.
Finance—Fundamental Problems and Solutions, 71-108.

Zhou, L., Lu, D., & Fujita, H. (2015). The performance of corporate financial distress
prediction models with features selection guided by domain knowledge and data
mining approaches. Knowledge-Based Systems, 85, 52-61.

Zhu, N., Mbroh, N., Monney, A., & Bonsu, M. O.-A. (2019). Corporate tax avoidance
and firm profitability. European Scientific Journal, 15(7), 61-70.

111/ page JABSS VOLUME 10 NUMBER 2



	4.0 Data Presentation and Analysis
	4.1 Data Presentation
	4.2 Descriptive Analysis of Data
	4.2.1 Correlational Analysis
	Table 4.2 Spearman Rank-Order Correlational Analys
	Test of Hausman Specification
	4.3 Test of Hypotheses
	4.3.1 Test of Hypothesis I
	4.3.2 Test of Hypothesis II
	4.4 Discussion of Findings
	5.0 Summary of Findings, Conclusion and Recommenda
	5.1 Summary of Findings
	5.2 Conclusion
	5.3 Recommendations
	 References

