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 Corporate governance is essential for the efficient and effective 

management of resources by firms to achieve their desired goals. Taxes 

are a significant source of revenue for any country, and tax planning is 

crucial to minimize the tax burden and maximize shareholders' profits. 

This study seeks to investigate whether corporate governance 

mechanisms have an impact on corporate tax planning in Nigeria. 

Previous studies on corporate governance and tax planning have shown 

conflicting arguments, necessitating further investigation. This paper 

examines the relationship between corporate governance mechanisms 

and tax planning practices to minimize tax liability. The study adopts a 

qualitative research methodology, using data from interviews with top 

managers from various Nigerian firms. The study identifies corporate 

governance mechanisms such as board size, managerial ownership, 

board independence, executive compensation, board diversity, audit 

committee size and independence, amongst others that impact 

corporate tax planning. The findings reveal that corporate governance 

mechanisms impact tax planning practices, and firms with effective 

governance structures can develop tax planning strategies that 

minimize their tax liabilities while maximizing shareholder profits. 

This study contributes to the literature on corporate governance and tax 

planning and has important implications for policymakers, managers, 

and stakeholders, particularly in emerging economies. 
 

 

INTRODUCTION   

Corporate governance is a very important topic in contemporary accounting and management research. According 

to Chytis, et al (2019), corporate governance is all about the relationship between the owners and managers in 

directing and controlling companies as separate entities. Onyema and Major (2021), Hasibuan and Khomsiyah  

(2019); Ogbeide and  Obaretin (2018) state that corporate governance is a system of directing and controlling 
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corporate entities, be they in the private sector, public sector or be they financial institutions to fulfill long – term 

strategic goals, taking care of the welfare of their employees and the local community, maintaining harmonious 

relations with their suppliers and customers and work in compliance with the legal framework that exists in the 

country and use such processes of production that generate minimum externalities of the negative kind of the 

nation as a whole (Yuniarsih, 2018; Waluyo, 2017).  It provides the mechanisms, processes and structures by 

which management ensures that resources are effectively and efficiently managed to achieve desired results by 

the owners (Salawu & Adedeji, 2017; Uchendu et al, 2016). Worlu (2018) maintain that corporate governance 

encompasses the efficient and effective management of the resources of a firm within the ambit of regulatory, 

compliance and risk management principles.   

Waluyo (2017) suggested that the major aim of good corporate governance is generally associated with the 

accountability, responsibility and mechanism of the company to ensure a good attitude of the firm to protect the 

requirements of shareholders’ including the payment of corporate and other taxes (Omesi & Appah, 2021). The 

major aim of good corporate governance is to ensure the efficient use of resources to reduce corporate fraud and 

mismanagement with the purpose of maximising shareholders wealth and aligning the conflicting interests of all 

stakeholders (Yimbila, 2017). Hasibuan and Khomsiyah (2019) noted that the good corporation governance 

reduces agency problems and improve corporate performance. The study of Irawan and Farahmita (2013) 

revealed that good corporate governance affects the tax aggressiveness of companies. Murni, et al (2016) made 

the submission that good corporate governance inspires confidence to investors; liberalization of financial 

markets; improvement of the basis for the establishment of new corporate value system.  

Taxes are a major source of revenue to every given nation on planet earth. According to Omesi and Appah (2020), 

taxes are the main source of revenue to government all over the world.  Chukwudi et al, (2020), state that taxes 

are one of the main instruments of fiscal policy employed by government to regulate the economy of any given 

nation.  Omesi and Appah (2020) further stated that tax is a compulsory contribution made by members of any 

given society to the state subject to the jurisdiction of the government for the purpose of generating revenue to 

facilitate economic growth, economic stabilization, income redistribution, promoting fairness and equity, fiscal 

responsibility and accountability, as well as for the provision of national goods and services. Mais and 

Patmininingih (2017), state that taxpayers are expected to contribute to the growth and development of any given 

economy. However, taxpayers view the payment of taxes as burden hence minimizes the burden of corporate 

income tax by using the loophole of the various tax provisions. The minimization of tax burden can be achieved 

through tax planning. Chukwudi, et al (2020) argued that tax planning is any activity taken by a firm in compliance 

with the relevant tax laws that can explicitly minimize corporate tax liability. It entails taking advantage of the 

dynamism and loopholes existing in tax legislations to minimize tax burden. Similarly, Kiabel and Akenbor 

(2014) argue that the minimization of tax liability can be achieved through proper tax planning by transferring 

value from the government to corporations. Tax planning consists of strategies designed to minimize tax liability 

and the effects of cash flows on the business in terms of when it is most beneficial for a business to pay its tax 

liability without incurring any tax penalty (Salawu & Adedeji, 2017). Fagbemi, et al  (2019) reveal that tax 

planning involves a critical  understanding and application of relevant tax shelters and incentives of business 

units, which includes the incentives given in recognition of the pioneer status, the rules applied to the 

commencement and cessation of a business, the allowances given in respect of the acquisition of the asset used 

for the purpose of the business, investment in rural areas and the location of the business, roll-over as applied to 

the sales of the items chargeable to capital gain tax, tax exemption on interest on a loan, loss reliefs (Ogundajo & 

Onakoya, 2016).   

Corporate governance structure is a major factor that affects tax planning strategies in organisations. According 

to Aburajab et al (2019), corporate governance interacts with tax planning because it is a mechanism employed 

by firms to discourage the behaviours that are against the interests of the various stakeholders of the firm and 

ensure that the quality of management decisions and transparency of issues associated with corporate income tax.  

Ogbeide and Obaretin, (2018) suggested that corporate governance mechanisms to minimize tax payments no 
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doubt is borne out of effective and efficient tax management practice for the purpose of achieving shareholders’ 

wealth in a business entity while being cautious of sliding into the trap of tax evasion. Ahmed and Khaoula (2013) 

opine that, corporate governance plays a strategic role in corporate tax planning. This is because corporate 

governance is a mechanism that monitors manager’s behaviour and to identify and implement tax planning 

practices. Zemzem and Fluohi (2016) observe that corporate governance mechanism consist of board size, 

managerial ownership, board independence, executive compensation, board diversity, audit committee size and 

independence amongst others. Corporate tax planning strategies are generally designed to minimize tax liability 

that includes tax avoidance and tax savings (Ogbeide & Obaretin, 2018; Chytis, et al 2019; Mappadang, 2019; 

Tijjani & Peter; 2020; Bashiru, et al, 2020). Therefore, a naira saved through an effective and efficient tax planning 

practice is additional naira available to shareholders because tax planning leads to tax savings (Aburajah, et al, 

2019). There is the need to investigate whether corporate governance mechanisms have an impact on corporate 

tax planning in Nigeria. Prior studies on corporate governance  and tax planning show conflicting argument that 

necessitates further investigation in the literature in both developed and emerging economies (Abdul  

Wahab and Holland, 2012; Appolos, et al, 2016; Păunescu, et al, 2016; Ogundajo, et al, 2016;  

Mohammad, 2017; Auerbach, et al, 2017; Mais & Patminigih, 2017; Salawu & Adedeji,  

2017; Ogbeide & Obaretin, 2018; Ayers, et al, 2018; Kadir, 2018; Aburajah, et al,  2019; Chytis, et al 2019; 

Mappadang, 2019; Tijjani & Peter; 2020; Ogbeide & Obaretin, 2018; Putri, et al 2018; Imuetingan, et al 2019; 

Bashiru, et al, 2020).  

The mixed results of these prior studies could be as a result of differences in jurisdictional characteristics, 

corporate governance codes, tax laws, institutions, income patterns and board of director’s behaviour. Also, the 

issue of a number of methodological problems, failure to test for endogeneity, unobserved firm heterogeneity, not 

controlling for corporate governance factors affecting tax planning, small sample size and the use of narrow 

measures for tax planning. These are some of the gaps observed in prior studies.  This current study investigates 

the effects of corporate governance characteristics (board size, board compensation, gender diversity, board 

financial expertise and board meetings) on tax planning proxies (tax savings and book-tax difference) of listed 

pharmaceutical firms in Nigeria.  The specific objectives include the following:  

1. to investigate the relationship between board size and tax savings of listed pharmaceutical firms in Nigeria;    

2. to assess the relationship between board compensation compensation and tax savings of listed 

pharmaceutical firms in Nigeria;    

3. to evaluate the relationship between gender diversity and tax savings of listed pharmaceutical firms in 

Nigeria;    

4. to investigate the relationship between board financial expertise and tax savings of listed pharmaceutical 

firms in Nigeria;    

5. to evaluate the relationship between board size and tax savings of listed pharmaceutical firms in Nigeria;    

6. to investigate the relationship between board size and book-tax difference of listed pharmaceutical firms 

in Nigeria;    

7. to assess the relationship between board compensation and book-tax difference of listed pharmaceutical 

firms in Nigeria;    

8. to evaluate the relationship between gender diversity and book-tax difference of listed pharmaceutical 

firms in Nigeria;    

9. to investigate the relationship between board financial expertise and book-tax difference of listed 

pharmaceutical firms in Nigeria;    

10. to evaluate the relationship between board size and book-tax difference of listed pharmaceutical firms in 

Nigeria;    

The following research questions guided this study:   

1. What is the relationship between board size and tax savings of listed pharmaceutical firms in Nigeria?   
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2. What is the relationship between board compensation and tax savings of listed pharmaceutical firms in 

Nigeria?   

3. What is the relationship between gender diversity and tax savings of listed pharmaceutical firms in 

Nigeria?   

4. What is the relationship between board financial expertise and tax savings of listed pharmaceutical firms 

in Nigeria?   

5. What is the relationship between board size and tax savings of listed pharmaceutical firms in Nigeria?    

6. What is the relationship between board size and book-tax difference of listed pharmaceutical firms in 

Nigeria?    

7. What is the relationship between board compensation and book-tax difference of listed pharmaceutical 

firms in Nigeria?   

8. What is the relationship between gender diversity and book-tax difference of listed pharmaceutical firms 

in Nigeria?    

9. What is the relationship between board financial expertise and book-tax difference of listed 

pharmaceutical firms in Nigeria?    

10. What is the relationship between board size and book-tax difference of listed pharmaceutical firms in 

Nigeria;    

The following research hypotheses were tested in this study:  

H01: There is no significant relationship between board size and tax savings of listed pharmaceutical firms in 

Nigeria.    

H02: There is no significant relationship between board compensation and tax savings of listed pharmaceutical 

firms in Nigeria.   

H03: There is no significant relationship between gender diversity and tax savings of listed pharmaceutical firms 

in Nigeria.   

H04: There is no significant relationship between board financial expertise and tax savings of listed 

pharmaceutical firms in Nigeria.   

H05: There is no significant relationship between board size and tax savings of listed pharmaceutical firms in 

Nigeria.    

H06: There is no significant relationship between board size and book-tax difference of listed pharmaceutical 

firms in Nigeria.    

H07: There is no significant relationship between board compensation and book-tax difference of listed 

pharmaceutical firms in Nigeria.  

H08: There is no significant relationship between gender diversity and book-tax difference of listed 

pharmaceutical firms in Nigeria.   

H09: There is no significant relationship between board financial expertise and book-tax difference of listed 

pharmaceutical firms in Nigeria.    

H010: There is no significant relationship between board meetings and book-tax difference of listed 

pharmaceutical firms in Nigeria.  
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REVIEW OF RELATED LITERATURE Conceptual Review  

 
  

Fig. 1: Conceptual Framework of the Relationship between Corporate Governance and Tax Planning.  

Source: Research Desk   Ogbeide and Obaretin (2018); Aburajah, Maali, Jaradit and  

lsherti (2018); Mappadong (2019); Tijani and Peter (2020); Mgammel (2019).  

Concept of Corporate Governance   

Corporate governance is the collection of linkages between the managers, shareholders, board of directors and 

other stakeholders of a firm. Hulya (2016) defined corporate governance as a means that ensures business is fairly, 

efficiently, effectively and transparently managed in order to achieve corporate goals through better practices and 

structures. According to Christina and Alexnader (2018). Corporate governance is defined as the processes and 

procedures utilised to direct and manage the activities and events of a firm with the objective of balancing the 

achievement of corporate objectives with the alignment of corporate behaviour to the expectations of society and 

accountability and transparency to shareholders and stakeholders. The major aim of good corporate governance 

is to ensure the efficient use of resources to reduce corporate fraud and mismanagement with the purpose of 

maximising shareholders wealth and aligning the conflicting interests of all stakeholders (Yimbila, 2017). 

Hasibuan and Khomsiyah (2019) noted that the good corporation governance reduces agency problems and 

improve corporate performance. Ying (2015) noted that previous studies have documented that a good corporate 

governance system serves as an effective mechanism in the mitigation of opportunistic behaviour of management; 

effectively alleviate agency problems mostly the agency conflicts between managers and owners; protect 
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shareholders and ensure that investors are given a fair return on their investments (Nafti,et al, 2020; Belz, Hagen, 

& Steffens, 2019; Chytis, et al 2019; Mappadang, 2019; Ogbeide, & Obaretin, 2018; Mais, & Patminigih, 2017).    

Board Size: This is the number of individuals that constitute the board of directors of a company. The number of 

individuals that makes up the board of directors influences the advisory capacity of the board as well as its 

monitoring effectiveness. Lanis and Richardson (2011) suggested that the size of the board has a significant 

impact on tax planning. Mahenthiran and Kasipilai (2012) examined board composition and corporate tax 

avoidance and found a significant but negative partial association between board composition and corporate tax 

avoidance among Malaysian listed. Aliani and Zarai (2012) study revealed that no significant association between 

the size of the board and tax avoidance. Their investigation suggested that the number of directors does not affect 

the strategies for tax avoidance.  

Board Compensation: Board compensation is used to indicate top employee‘s gross earnings in the form of 

financial rewards and benefits (Akewuosha & Saka, 2018). Cordeiro, et al (2016) stated that executive 

compensation can be examined as a system of rewards that can motivate employees to perform efficiently. 

Compensation structure takes into consideration qualification, experience, attitude and prevailing rates in the 

labour market or industry (Ogbeide & Akanji, 2016; Yu & Van-Luu, 2016). According to Olaniji, et al (2017), 

board compensation is the financial compensation and other non-financial awards received by executives from 

their company for their service to the organization. It is typically a mixture of salary, bonuses, shares of or call 

options on the company stock, benefits and perquisites, ideally configured to take into account government 

regulation, tax law, the desires of the organization and the executive, and rewards for performance. The research 

conducted by Tandean and Winnie (2016) on corporate governance and tax avoidance revealed a negative and 

insignificant relationship between executive compensation and effective tax rate in Indonesia. Gaertner (2014) 

noted a negative relationship between after-tax incentives of directors and effective tax rate. However, the 

employment of after-tax measurement in directors’ remuneration brings about higher tax savings for firms. On 

the other the hand, Razali et al (2019) stated that directors’ remuneration is a factor that influences the motivation 

of companies to pursuing tax planning activities. According to Lestari and Wardhani (2015), there is a positive 

relationship between tax planning and directors’ compensation. Razali, et al (2019) found a positive and 

significant relationship between directors’ compensation and tax planning activities.  

Gender Diversity: Gender diversity is also an important corporate governance attribute. This explains the number 

of women on the board. Literature on gender studies stated that board diversity could improve the effectiveness 

and efficiency of the board and that firm can benefit from the existence of women in the board of directors (Salawu 

& Adedeji, 2017). Vacca, et al (2020) argue that gender diversity is important to the process of decision making 

because it ensures that firms have good governance structure; achieve ethical and strategic process of decision 

making; better financial and economic efficiency and more transparency (Nadeem, et al 2017; Cabeza-García, et 

al , 2018; Ahmadi, et al 2018). Reguera-Alvarado, et al (2017) explains that gender diversity allows the board to 

establish a proper strategy by considering the interests of corporate stakeholders. The effect of women on the 

corporate decision making process on tax planning practices provides mixed results. Lanis, et al (2017) explain 

that women as members of the board of directors are not involved in tax planning activities. Nwezoku and 

Egbunike (2020) found that there is a positive and significant relationship between gender diversity and tax 

aggressiveness of listed healthcare manufacturing firms in Nigeria. Salawu and Adedeji (2017) investigation of 

corporate governance and tax planning revealed a negative and significant relationship between board diversity 

and tax planning of listed non-financial firms in Nigeria. Their study implies that an increase in the proportion of 

women on the board will decrease effective tax rate. Hoseini and Gerayli (2018) study revealed a negative and 

significant relationship between gender diversity and the level of corporate tax avoidance using effective tax rate 

and book-tax difference.  

Board Financial Expertise: Board financial expertise is the individual financial skills and competences of board 

members that can be developed through experience and education. (Khan & Ali, 2018). The financial knowledge, 

experience and qualification of board members are significant resource of firm and their soundness of judgement 
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and higher level of intellectual ability can enhance the performance of firms (Khan & Ali, 2018). The monitoring 

and oversight function of the board of directors can be effectively be achieved by board members with adequate 

financial expertise and qualification (Khan & Ali, 2017). Berger et al (2014), state that educational level of board 

members enhances the practices of corporate governance. Thus, studies disclosed positive relationship between 

board financial expertise and firm performance (Khan, et al 2018; Khan & Ali, 2018).  Setiyono and Tarazi (2018) 

indicate that education diversity and expertise of board members leads to higher income volatility and leverage 

risk. King et al. (2016) further disclose that CEOs with MBA degrees have significant effects on firm’s 

performance. While other studies disclosed negative relationship between board financial expertise and firm 

performance.   

Board Meetings: The number of board meetings is an indicator of the effectiveness of the board of directors in 

managing the firm. According to Madawaki and Amran (2013), this is due to the fact various users of financial 

statements perceive fewer meetings as a sign of less commitment and insufficient time to oversee the effective 

and efficient management of the organization and also the tax planning activities. Peter et al (2020) stated that 

meeting is a major means of carrying out the business of the board and strategically achieving the objective of 

the firm. They argue that during such board meetings members of the board of directors would discuss important 

issues of cost minimizing through tax planning practices. Barros and Sarmento (2020) stated that board meetings 

are useful mechanism for increasing corporate governance quality, which improves tax optimization. The study 

of board attributes and tax planning in Nigeria by Peter et al (2020) revealed that board meetings has a 

nonsignificant positive influence on tax planning.  In a study conducted by Barros and Sarmento (2020) in the 

United Kingdom suggested that board meetings influences tax planning negatively. Their study revealed that the 

higher the number of board meetings decreases a firms tax liability.   

Concept of Tax Planning  

Tax planning is the process by which taxpayers utilize the loopholes in the tax laws in order to minimize tax 

liabilities.  According to Abdul Wahab (2016), the concept of tax planning can be examined from four 

perspectives. Tax planning is complex, tax planning does produce several benefits, tax planning is underutilized 

and several individuals are unaware of the merits of tax planning. According to Uchendu,  et al (2016), tax 

planning involves those strategies that are designed to reduce the corporate tax liability of  companies and the 

cash flow effects on the business in terms of when it is most beneficial for a business to settle its tax liability 

without incurring any penalty (Chukwudi, et al , 2020). Ogundajo and Onakoya (2016) noted that tax planning 

involves the detail understanding and application of loopholes in relevant tax laws by taxpayers for the purpose 

of minimizing tax liability. Nwaobia, et al (2016) suggest that effective corporate tax planning practices does 

minimize the effective tax rate to the level that it falls below the statutory tax rate. They further argued that tax 

planning practices provides positive effects on the cash flow of companies and hence improves firms after tax 

rate of returns. Chukwudi, et al (2020) noted that tax planning is a practice consistent with the relevant tax laws 

to minimize the tax liability of companies using the effective tax rate.  Soufiene, et al (2016) state that tax planning 

practices involves the minimization of corporate income tax for the purpose of maximization the after tax income. 

Ilaboya, et al (2016) noted that tax planning applies exemptions, deductions, rebates, reliefs and other tax 

incentives allowed in the tax laws for the sole aim of reducing corporate tax liability. Chen, et al (2010) opine 

that tax planning is an important practice employed by managers of corporations to minimize tax liabilities that 

reduces the returns of companies and shareholders. Mgammal and Ismail (2015) argued that tax planning is the 

suitable option within relevant tax laws to minimize corporate tax liability. They further stated that tax planning 

can be achieved by using different tax rates between separate jurisdictions and economic activities as well as tax 

incentives provided within the relevant tax laws.  

The American Institute of Certified Public Accountants (2015), note that there are two major objectives of tax 

planning. The first objective is to reduce the total income tax liability and the second is achieving financial 

planning with little tax outcomes (AICPA, 2015). According to Mgammal and Ismail (2015), the aims of tax 

planning can be achieved with three major strategies. The first objective is the decrease in income tax liability as 
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a result of the proper arrangement or a given financial transaction. The second entails the shifting the time of 

taxable event and the third involves shifting income to another taxpayer (AICPA, 2015).    

There are several measures used in tax planning research to measure the concept of tax planning. According to 

Abdul Wahab (2010), prior tax planning studies apply several measures of tax planning using both private and 

public data. Previous researchers such as  

Hanlon & Heitzman, (2010), Abdul Wahab (2010), Mgammal and Ismail (2015), Rego and Wilson, (2012), 

Moahmmad (2017) used different measures to explain tax planning on the basis of data accessibility and interest. 

Mgammal and Ismail (2015) argue that in the measurement of the result of tax planning, the measure can be 

appropriate due to the exhibition of a gap between taxes burden-based book reports and taxable income based. 

They further noted that book tax gaps are the popular measures utilized by researchers. Mohammad (2017) noted 

that the measures listed by Hanlon and Heizman (2010) are summarized as falling into four classes of effective 

tax rate measures, discretionary or abnormal measures, unrecognized tax benefits and tax shelter firms. The 

effective tax rate measures are broad measures that cover both permanent and temporary differences while the 

other three measures all capture specific forms of tax planning.   

Effective Tax Rate and Tax Savings Measure: This is used to explain how much firms pay taxes as a percentage 

of pre-tax incomes (Johnson, et al, 2012). Mohammad (2017) noted that effective tax rate measures the average 

tax rate per naira of pre-tax income. Similarly, Izevbekhai and Odion (2018) state that the effective tax rate for 

companies is derived as the total tax expense divided by the earnings before tax. According to Mohammad (2017), 

the effective tax rate is the most effective measure of tax planning. She noted that effective tax rates measures 

include GAAP ETR, cash ETR and long-run ETR.  The effective tax rate (ETR) approach compares the applicable 

statutory tax rate (STR) of a given firm with the ETR. The unexplained excess of the STR over the ETR is called 

the outcome in tax planning (tax savings).  

Book-Tax Difference: The book tax difference is also a measure used by researchers and other authority to 

measure tax planning. According to Abdul Wahab (2016), book-tax difference is a measure used at firm level to 

measure tax planning due to the absence of tax return data. Book-tax difference measures the difference between 

financial statement income and federal taxable income (Huang & Wang, 2013). Abdul Wahab and Holland (2015), 

booktax difference measures the difference between taxable income and accounting income. Chukwudi, et al 

(2020) noted that book-tax differences as a measure of tax planning arise because accounting income in the 

financial statement is intended to evalaute the performance of management. On the other hand, taxable income is 

designed to ascertain the amount of corporate tax to be paid. Abdul Wahab (2016) stated that book-tax difference 

can be disaggregated into permanent difference and temporary difference.  

Theoretical Review  

This study is anchored on agency theory and Hoffman tax planning theory.   

Agency Theory: This theory was advanced by Jensen and Meckling (1976) and Fama and Jensen (1983). 

Izedonmi (2016) suggested that agency problem arises in a situation where the principal (owners, shareholders) 

employs the agent (board/management) to undertake number of duties on behalf of the owners for a reward. 

Olugbenga, et al (2014) state that agency theory is the application of game theory to the explanation of the 

circumstances in which a person (the agent) acts on behalf of the principal for the advancement of the principal’s 

objectives. According to Adeyemi, et al, (2019), agency theory is a unit of finance and accounting that explains 

the conflicts of interest between stakeholders with diverse interests in the same asset. Ogundayo and Onakoya 

(2016) noted that this theory explains the ability of tax planning practice to transform into the improvement of 

after tax returns due to agency problem of managerial opportunism. Scholars have criticized agency theory. 

According to Dallas (2011), the agency theory fails to identify which social returns need to be pursued by 

organisations given their focus on maximization of profit. The author also stated that the theory do not set the 

rules defining an acceptable level of risk (Narbel & Muff, 2017). The behavior of shareholders attitude towards 

tax planning may depend on the costs and benefits involved in corporate tax planning. According to Richardson, 

et al (2013), tax planning is not an absolute policy prescription for corporate entities, but it depends to a large 
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extent on the benefits involved in corporate tax planning. The authors further provide that marginal benefits of 

tax planning to shareholders include tax savings while the marginal costs include potential tax fines and penalties 

to be imposed by the relevant tax authorities. According to Desai & Dharmapala, (2006) in Abujarah et al (2019), 

there are also potential agency costs in the form of rent extraction by managers due to the complimentary 

relationship between tax planning and managerial diversion. Therefore, corporate tax planning can be studied 

within agency theory (Mohammad, 2017).   

Hoffman Tax Planning Theory: The Hoffman tax planning theory was developed by Hoffman (1961) in 

(Akintoye, et al, 2020). According to Fagbemi, et al (2019), Omesi and Appah (2021), the Hoffman tax planning 

theory explains the need to minimise company income tax income without affecting the accounting income. 

Ogundajo and Onakoya (2016), Akintoye, et al (2020) stated that this theory enumerate the complexities  and 

loopholes in tax laws due to the hidden intentions and concluded that good tax schemes perform with precise 

legal concepts and compliance with these laws by corporate entities provides tax savings. Abdul-Wahab and 

Holland (2012); Abdul-Wahab (2016) and Akintoye, et al (2020) stated that this theory provided important four 

principles of corproate tax planning. These principles are the complex nature of tax planning, benefits of tax 

planning, the lack of proper utilization of tax planning and people are not aware of the advantages of tax planning. 

Peter et al (2020) noted that because of complex nature of tax policy and systems, the loopholes in the tax laws 

cannot be avoided giving tax payers an advantageous tax position. Hoffman (1961) in Omesi and Appah (2021) 

noted that tax planning can only be sustained for a short duration if the tax planning practices are not dynamic in 

the sustenance of the tax management strategies (Akintoye, et al, 2020; Abdul-Wahab, 2016). This theory is 

important to this study because companies that maximizes the loopholes in tax laws and which maintain an 

optimal leverage thus having tax shield on the deductible interest tends to reduce its tax burden and improves its 

after tax income.  

Empirical Review  

There are several previous empirical investigations on the association between corporate governance mechanisms 

and tax avoidance in developed and developing countries. Some of these studies are reviewed below with a view 

to observe the trends of the findings and the gaps in literature.  

Yuniarsih (2018) carried out an investigation on accounting conservatism and corporate governance mechanism 

on tax avoidance in Indonesia. The study employed ex post facto research design. The data for this study was 

secondary obtained from the published financial statements of sampled manufacturing companies listed on the 

Indonesian Stock Exchange for the period 2014 to 2016. The investigation employed random sampling technique 

for the purpose of sampling technique. The data obtained from the annual reports were analysed using descriptive 

and inferential statistics. The inferential statistics was guided by multiple regression analysis. The result obtained 

from the hypotheses testing revealed that accounting conservatism does not influence tax avoidance, managerial 

ownership negatively affects tax avoidance, institutional ownership does not affect tax avoidance and audit quality 

also does not affect tax avoidance in Indonesia listed manufacturing companies. This investigation was conducted 

in a different context and therefore the results cannot be generalized in this context. Also, the study employed a 

different concept.  

Zhu, et al (2019) investigated the corporate tax avoidance and firm performance in Ghana. The study utilized ex 

post facto and correlational research design. The data for the study was collected from the annual financial 

statements of the companies listed on the Ghanaian Stock Exchange for the period under review. The independent 

variable was corporate tax avoidance and the dependent variable was return on assets. The study controlled for 

size, inventory intensity, capital intensity and board independence. The study adopted purposive sampling 

technique and the data obtained were analysed using descriptive and inferential statistics. The inferential statistics 

was guided by standard ordinary least square regression model. The result obtained from the hypotheses test 

revealed that a negative association between corporate tax avoidance and return on assets. This study was 

conducted in a different context and the concepts are of tax avoidance was used on firm performance.   
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Ogbeide and Obaretin (2018) studied corporate governance and tax aggressiveness of quoted non-financial 

companies in Nigeria for the period 2012 to 2016. The study utilized longitudinal and causal effect research 

designs. The study employed secondary sources of data collection from the annual reports of eighty-five sampled 

companies from the total population of one hundred and sixteen. The dependent variable was tax aggressiveness 

measured with effective tax rate and the independent variables was corporate governance that was measured with 

board size, board independence, ownership concentration, and board gender diversity. The data obtained from the 

secondary sources was analysed using descriptive and inferential statistics. The inferential statistics consists of 

general method of moment after diagnostic and unit root tests. The result from the statistical tests suggests that 

corporate governance significantly affects tax aggressiveness. Their study specifically revealed that ownership 

concentration and managerial ownership positively and significantly affects effective tax rate while board size 

showed negatively and significantly on effective tax rate. Also, board gender diversity and board independence 

showed a negative and significant effect on effective tax rate of quoted non-financial companies in Nigeria for 

the period under review. This study used tax aggressiveness which is different from tax planning as used in the 

present study.  

Aburajah, et al (2019) carried out a study on board of directors’ characteristics and tax aggressiveness in Jordan. 

The study employed ex post facto and correlational research design. The study population consisted of all listed 

companies in Jordan while the sample of one hundred and twenty nine companies. Secondary data was used for 

data collection from the annual financial statements of sample companies. The dependent variable was tax 

aggressiveness measured with effective tax rate and independent variable board of directors’ characteristics of 

board composition, board independence and CEO duality with size and return on assets as control variable. The 

data collected from the secondary data was analysed using descriptive and inferential statistics. The inferential 

statistics was logarithmic regression model. The result suggest that board composition and board independence 

showed a negative association with tax aggressiveness while board duality revealed a positive association with 

tax avoidance. The control variables of return on assets and firm size showed a positive association with tax 

avoidance. This study was conducted in a different context and also the concept of tax aggressiveness is not the 

same as tax planning.  

Mappadang (2019) investigated corporate governance mechanism on tax avoidance and firm value of listed 

companies in Indonesia Stock Exchange for the period 2013 to 2016. The study adopted ex post facto and 

correlational research design. The data for the study was collected from the published annual reports of the listed 

companies. The population consisted of all manufacturing companies while a sample of eighty seven companies 

and purposive sampling methods was applied. The independent variable was measured by independent 

commissioners, institutional ownership, and the board of commissioners while the dependent variable was tax 

avoidance and firm value. The data collected from the annual reports was analysed with descriptive and inferential 

statistics. The inferential statistics was guided by partial least square regression analysis. The result revealed that 

corporate governance positively and significantly affects firm value while it shows a negative and significant 

association with tax avoidance. Also the result showed a positive and significantly affects firm value.  This study 

was carried out in a different context and also the study focused on tax avoidance and firm value while the current 

study deals on tax planning.   

Chytis, et al (2019) investigated tax avoidance, company characteristics and corporate governance in Greece. The 

study adopted ex post facto research design and the data was collected from the annual reports of listed companies 

in Greece for the period 2011 to 2015. The population of the study comprised of all listed company and the sample 

consisted of fifty six companies quoted on the Athens Stock Exchange. The independent variable consisted of 

board independence, audit quality, concentration of ownership with financial variables such as capital employed, 

leverage, liquidity and company size while the dependent variable was effective tax rate. The secondary data of 

the study was analysed with descriptive and inferential techniques. The inferential statistics employed random 

effect method. The results revealed that cash effective tax rate positively and significantly influence company 
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size and a significant negative association with capital employed. The study therefore showed no significant 

association between corporate governance and tax avoidance.  This study was conducted in a different context.   

Hasibuan and Khomsujah (2019) carried out a study of corporate social responsibility, corporate governance and 

tax aggressiveness in Indonesia. The study employed ex post facto and correlational research designs. The 

population comprised of all companies quoted on the Indonesia stock exchange for the period 2014 to 2017. The 

study employed purposive sampling technique with a sample size of two hundred and four. The data for this study 

was secondary data obtained from the annual reports and financial statements of sampled companies. The 

dependent variables was tax aggressiveness measured with effective tax rate while the independent variable 

consisted of corporate social responsibility and corporate governance with several control variables such as 

company size, leverage, and returns on assets. The secondary data was analysed with descriptive and inferential 

statistics. The inferential statistics was based on a multiple regression model. The results obtained from the 

regression model showed that corporate social responsibility positively influences tax aggressiveness and 

corporate governance does not influence tax aggressiveness. Also corporate governance has no influence on the 

moderation of corporate social responsibility and tax aggressiveness. This study was conducted in a different 

context and the concept of tax aggressiveness is not the same as tax planning.   

Putri, et al (2018) carried out a study on corporate governance and tax planning. The study used exploratory 

research design and the data was collected from the financial statement of the sampled firm. The study employed 

non-random sampling technique of purposive sampling method. The study dependent variable was effective tax 

rate and the independent variable was institutional ownership, independent directors and leverage ratio while the 

control variables were company size, return on assets and capital intensity ratio. The data collected from the 

financial statement was analysed with descriptive statistics, diagnostic tests and multiple regression analysis using 

ordinary least square method. The result from the multiple regression analysis suggested no relationship between 

independent directors and institutional ownership on effective tax rate while leverage positively influences 

effective tax rate. This study was conducted in a different context.   

Akintoye, et al (2020) investigated tax planning strategies and profitability of listed manufacturing firms in 

Nigeria for the period 2008 to 2017 using ex post facto research design. The population of the study consisted of 

fifty-two (52) firms with a sample size of forty-six (46) firm calculated using Taro Yamini’s model. The study 

employed secondary sources of data collection from the annual reports of the sample firms. The data obtained 

from the published financial statements was analysed with descriptive and inferential statistics. The multiple 

regression analysis revealed no significant association between tax planning and return on assets (ROA) of listed 

manufacturing firms in Nigeria. Their study further suggested that tax planning strategies have both positive and 

negative association on the financial performance of listed manufacturing firms in Nigeria.  This study focused 

on different concepts compared to that employed in the current study.   

Timothy, et al (2020) examined corporate tax planning, board compensation and firm value in Nigeria for the 

period 2008 to 2015. The study adopted ex post facto research design. The study population consisted of non-

financial and non-oil and gas firms listed on the Nigerian Stock Exchange (NSE) while the sample consisted of 

71 firms from the population of the study for the period under review. The data for the study was obtained from 

the published financial statements of sample firms. The dependent variable (return on assets) and independent 

variable (effective tax rate) while the control variables (firm size and leverage). The secondary data was analysed 

with descriptive and inferential statistics such as correlational and regression analysis. Their result suggests a 

positive and significant association between tax planning practices and firm value of listed non-financial firms in 

Nigeria. This study focused on different concepts compared to that employed in the current study.   

Tijjani and Peter (2020) examined ownership structure and tax planning of quoted nonfinancial firms in Nigeria. 

The study employed ex post factor and correlational research design. Secondary data was used for the purpose of 

data collection from the annual reports of sampled companies for period 2008 to 2017. The study population 

consisted of 106 nonfinancial firms and a sample of 46 non - financial firms was used for the purpose of data 

analysis. The dependent variable of tax planning was measured with effective tax rate, the independent variables 
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was measured with managerial ownership, institutional ownership and foreign ownership, while the control 

variables consisted of profitability and leverage. The data obtained from the annual reports were analysed with 

descriptive and inferential statistics. The inferential statistics employed panel regression analysis. The result from 

the regression analysis suggested a positive and significant relationship between managerial and institutional 

ownerships and tax planning while foreign ownerships revealed a negative relationship with tax planning. This 

study differs from the current study because only ownership structure (managerial ownership, institutional 

ownership and foreign ownership) on tax planning.   

Kadir (2018) carried out a study on corporate governance mechanisms on tax avoidance listed manufacturing 

companies in Nigeria. The study employed ex post facto research design and the population consisted of 86 

manufacturing firms while purposive sampling techniques was used to obtain a sample size of 23 firms. The study 

obtained secondary data from the annual reports of the sampled manufacturing companies. The data obtained 

were analysed with quantitative data analysis technique of descriptive and inferential statistics. The inferential 

statistics employed panel data regression analysis. The study results suggested that board independence and CEO 

duality are statistically significant with tax avoidance while independence of the board has a negative significant 

effect on tax avoidance. Also board size and audit committee independence are not statistically significant. This 

study focused on different concepts (tax avoidance) compared to that employed in the current study (tax planning).   

Mgammel (2019) carried out a study on corporate tax planning and corporate tax disclosure of listed non-financial 

firms in Malaysia. The study employed quantitative research and data was collected from the annual reports of 

the 286 non-financial listed firms on Bursa Malaysia. The data for the study was obtained from the published 

financial statements of sampled non-financial firms for the period 2010 to 2012. The secondary data obtained 

from the financial statements were analysed with descriptive statistics and multivariate statistical analysis. The 

independent variable was tax planning while the dependent was tax disclosure. The multivariate statistical 

analysis revealed that tax planning positively influences tax disclosure of listed non-financial non- financial firms 

in Malaysia. This study focused on different concepts (corporate tax planning and tax disclosure) compared to 

that employed in the current study (corporate governance and tax planning).   

 Inua (2018) investigated the determinants of corporate effective tax rate of listed manufacturing companies in 

Nigeria. The study utilized ex post facto and correlational research design. The data for the study was obtained 

from the financial statements of sampled manufacturing firms for the period 2011 to 2016. The independent 

variable comprised board size, independence and control variables of firm size and leverage while the dependent 

variable effective tax rate was used. The population consisted of 170 listed firms as at 31 December 2016 while 

a sample of 30 firms with complete and consistent data was analysed with descriptive and inferential statistics. 

The inferential statistics employed panel ordinary least square. The result of the suggested that leverage, board 

independence and size affects effective tax rate negatively and significantly. Also, firm size negatively and 

insignificantly affects effective tax rate. This study focused on different concept (the determinants of effective tax 

rate) compared to that employed in the current study (corporate governance and tax planning).   

Razali, et al (2019) carried out an empirical study on directors’ remuneration and tax planning of listed firms in 

Malaysia for the period 2014 to 2016.  The study employed ex post facto and correlational research designs. The 

population consisted of all listed non-financial companies and a sample of 500 firms was used for the analysis. 

The dependent variable was book-tax-difference and the independent variable consisted of cash directors’ 

remuneration, non-cash directors’ remuneration, company size, capital intensity and leverage board size.  

The study utilized secondary sources of data obtained from the published financial statement of sampled firms. 

The data collected from the financial statement was analysed with descriptive and inferential statistics. The 

inferential statistics was panel regression analysis. The result revealed a positive and significant relationship 

between cash remuneration, firm size and board size with book-tax difference. On the other hand, the study 

demonstrated a negative relationship between non-cash remuneration, leverage and book-tax difference.   

Imuetinyan, et al (2019) investigated board characteristics, firm performance and tax planning of listed food 

manufacturing sector in Nigeria for the period 2008 to 2017. The study utilized ex-post factor research design. 
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The population consists of food manufacturing companies and a sample of six firms was used for the purpose of 

analysis. The study used secondary sources of data collection from the published financial statements from the 

sampled firms. The dependent variable was tax planning and the independent variables were female directors, 

board size, board independence while the control variables were firm size and performance.  The data collected 

was analysed using multiple regression analysis of Generalised Least Square (fixed effects) regression. The results 

revealed a negative association between that female directors, board size, board independence and firm size with 

tax planning. On the other hand, return on assets positively affects tax planning. The results from the Generalised 

Least Square regression revealed that female directors and board size negatively and significantly affects tax 

planning.  On the other hand, board independence and return on assets revealed a negative and no significant 

influence on tax planning while firm size revealed a positive and no significant influence on effective tax rate.   

Bashiru, et al (2020) investigated corporate governance attributes on tax planning of listed Nigerian conglomerate 

firms for the period 2014 to 2018. The study employed ex-post facto research design and a panel data was used 

from the published financial statements of the sampled firms for the period under review. The population of the 

study consisted of all conglomerate firms listed on the Nigerian Stock Exchange for the period under review 

which also represent the sample size.  The dependent variable was effective tax rate and the independent was 

board size and CEO tenure while firm size was utilized as control variable.  The data collected from the published 

financial statement were analyzed using a panel regression technique to evaluate the relationship between 

independent, dependent and control variables.  Hausman specification test was conducted to choose between 

fixed and random effect estimation and the results revealed a negative and significant relationship between CEO 

tenure, firm size and effective tax rate and a positive relationship between board size and effective tax rate.   

Uniamikogbo, et al (2019) investigated corporate governance and tax aggressiveness of listed oil and gas 

marketing firms in Nigeria for the period 2013 to 2017. The study employed cross sectional research design. The 

study population and sample consisted of all the twelve firms listed on the exchange. The data used secondary 

data obtained from the audited financial statement of the sampled firms. The dependent variable proxied as 

effective tax rate while independent variable proxied as board size, CEO duality, gender diversity and ownership 

structure. The secondary data obtained from financial statements were analysed using univariate, bivariate and 

multivariate analysis. The multivariate analysis suggested that gender diversity and board size positively and 

significantly affects effective tax rate while CEO duality negatively and significantly affects effective tax rate. 

Also ownership structure negatively and insignificantly affects effective tax rate (tax aggressiveness) of listed oil 

and gas marketing companies in Nigeria.   

Ba’aba and Bashiru (2019) carried out a study of corporate governance and tax planning of listed companies in 

Nigeria and Malaysia for the period 2014 to 2018. The study utilized ex post facto and comparative research 

design. The population consisted of the six conglomerate companies listed on the Nigerian Stock Exchange.  The 

secondary data for the study were obtained from the audited financial statements of the companies in Nigeria and 

Malaysia. The dependent variable was effective tax rate and the independent variable was board size and CEO 

tenure while firm size was the control variable. The data obtained were analysed using univariate (descriptive 

analysis) and multivariate (panel multiple regression analysis).  The result from the analysis revealed that a 

negative and significant association between CEO tenure, firm size and effective tax rate and a positive 

association between board size and effective tax rate. The study concluded that corporate governance structure 

influences tax planning and Nigerian manufacturing firms pays high tax as compared to food and beverages firms 

in Malaysia.   

Norita and Heritiansyah (2019) conducted a study of corporate governance, liquidity and corporate size on tax 

avoidance of logistics and transportation firms listed on the Indonesian Stock Exchange for the period 2012 to 

2017. The study employed quantitative research design and secondary data were obtained from the published 

financial statements of sampled firms. The population of the study consisted of all logistics and transportation 

firms listed on the Exchange while the study employed non-probability sampling (purposive sampling) technique 

and a sample size of eighteen (18) companies was used. The dependent variable was tax avoidance while the 



Journal of Allied Research in Management and Entrepreneurship (JARME) Vol. 13 (1) 

 

pg. 20 

independent variables were independent commissioners, managerial ownership, institutional ownership, liquidity, 

audit committee, size of directors, and company size. The data obtained from the published annual reports were 

analysed with univariate, bivariate and multivariate analysis. The multiple regression analysis indicated that 

independent commissioner, managerial ownership, company size, director’s size and liquidity have no significant 

influence on tax avoidance while audit committee and institutional ownership significantly influences tax 

avoidance in Indonesia. The findings of their study further disclosed that all the variables had a significant 

influence on tax avoidance.  

Dariuni, et al (2019) investigated corporate governance, ownership structure, social responsibility and tax 

avoidance in Iran for the period 2009 to 2015. The study employed descriptive – correlational research design. 

The population consisted of all listed firms in Tehran Stock Exchange and a sample of 162 companies was selected 

from the population of the study.  The study employed secondary sources of data collection from the published 

annual reports of the sample companies. The dependent variable was effective tax rate. The independent variables 

consisted of family ownership, institutional ownership and government ownership. The moderator variables were 

board size, board of directors independence, audit firm size while the control variables were firm size, capital 

intensity, financial leverage and return on assets. The data from the annual reports were analysed with univariate, 

bivariate and multivariate analysis. The multivariate analysis (multiple regression analysis) disclosed that 

corporate governance attributes have a significant influence on the association between ownership structure and 

effective tax rate while family and institutional ownership negatively affects effective tax rate (tax avoidance) but 

government ownership showed a positive association. The study further disclosed that corporate governance 

attributes of board size, board independence and audit firm size influences ownership structure of corporate social 

responsibility positively. The study also revealed that firms with high institutional ownership negatively affect 

the association between corporate social responsibility and effective tax rate (tax avoidance).   

Fernandez-Rodriguez, et al (2019) carried out a study of ownership structure and effective tax rate in Spain. The 

study employed quantitative research design (correlational research design). The data for this study was secondary 

data obtained from the annual reports of sampled firms. The population comprised of all Spanish listed and non-

listed firms for the period 2008 to 2014. The sample consisted of 3169 firms of 208 state owned and 2961 privately 

owned firms. The study used effective tax rate (tax planning) as dependent variable while the independent variable 

was state and privately owned firms. The study also used control variables such as firm size, leverage, tangible 

assets, investment in research and development, inventory and profitability. The secondary data collected were 

analysed using descriptive statistics, correlation matrix and multiple regression analysis. The result disclosed a 

significant difference between states owned and privately owned firms on effective tax rates. The control variables 

of size, leverage, investment in research and development, profitability, firm age, foreign operations, and auditing 

influences the tax burden of privately ownership companies while leverage and capital intensity affects state 

owned companies.   

Peter et al (2020) investigated board characteristics and tax planning of listed non-financial companies in Nigeria 

for the period 2008 to 2017.  The study employed quantitative research and correlational research design for the 

period under review. The population consisted of 106 non-financial companies and the sample size consisted of 

46 companies due to period and availability of data. The research obtained data from the published financial 

reports of sample companies for the period. The dependent variable tax planning proxied as effective tax rate 

while the independent variable proxied as board size, board independence, board meeting, gender diversity, 

foreign directorship and the control variable consisted of profitability, leverage and industry effect. The secondary 

data obtained were analysed with descriptive analysis, correlation matrix and multiple regression model. The 

result from the analysis suggested that board independence negatively and significantly affects tax planning; 

foreign directorship negatively and insignificantly affects tax planning, while gender diversity, board size and 

board meetings positively and insignificantly affects tax planning of listed non-financial firms in Nigeria. The 

study further indicated that profitability positively and significantly affects tax planning while leverage suggested 

negatively and significantly affects tax planning.   
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Ezejiofor and Ezenwafor (2020) carried out an investigation of corporate governance and tax avoidance of listed 

food and beverages companies in Nigeria for the period 2013 to 2019. The study employed ex post facto research 

design and the population consisted of 12 companies and 3 companies were excluded due to availability of data. 

The data for this study consisted of audited financial statement of sampled firms. The dependent variable tax 

avoidance was proxied using effective tax rate and independent variable corporate governance was proxied using 

CEO duality while firm size was a control variable. The secondary data obtained was analysed using univariate 

and multivariate analysis techniques. The result revealed that CEO duality significantly affects tax avoidance of 

food and beverages companies in Nigeria.   

Evangelos et al (2020) investigated corporate governance mechanisms and tax planning of listed companies on 

the Athens Stock Exchange for the period 2011 to 2015. The study employed quantitative research design. The 

population consisted of all the listed firms on the stock exchange while the sample comprised of 55 non-financial 

firms listed on the stock exchange. The study employed secondary sources of data from the annual reports of 

sampled companies. The study employed effective tax rate as dependent variable while the independent variables 

were board independence, CEO duality, board size, ownership concentration, and audit firm size. The control 

variable for the study comprised of liquidity and leverage. Furthermore, the study utilized univariate (descriptive 

analysis), bivariate (correlation matrix) and multivariate (multiple regression model) analysis techniques. The 

result disclosed that a positive and significant association between board independence and effective tax rate 

while CEO duality revealed a negative association with effective tax rate. The findings also suggested that board 

size, audit firm size, leverage, liquidity and ownership concentration does not significantly affect effective tax 

rate of listed firms in Greece.   

Tanko (2020) carried out a study of ownership structure and tax avoidance of listed consumer goods firms in 

Nigeria. The study employed quantitative research design of correlational research. The population consisted of 

all consumer goods firms and the sample size comprised 13 companies after the filtration process. The study 

utilized secondary sources of data collection from the annual reports of sampled firms. The dependent variable 

of the study was effective tax rate (tax avoidance). The independent variables consisted of managerial ownership, 

institutional ownership and foreign ownership while the moderator variable was return on assets. The study used 

four control variables namely leverage, firm size, and firm age. The data obtained from the secondary data were 

analysed with descriptive analysis, correlational matrix and multiple regression analysis (generalized least 

square). The findings of the study indicated a positive and insignificant association between managerial 

ownership and effective tax rate (tax avoidance), institutional ownership negatively and insignificant affects 

effective tax rate (tax avoidance) while foreign ownership positively and insignificantly influences effective tax 

rate (tax avoidance) of listed consumer goods firms in Nigeria. The result further disclosed that the control 

variables of firm size, firm age and leverage positively and insignificantly affects effective tax rate (tax 

avoidance). The moderator variable of return on assets indicated that managerial ownership positively and 

significantly affects effective tax rate while the moderator variable return on assets disclosed that institutional 

ownership positively and insignificantly impact on effective tax rate (tax avoidance) and the moderator variable 

of return on assets suggested that foreign ownership negatively and insignificant effects on effective tax rate.   

Barros and Sarmento (2020) conducted a study of board meeting attendance and corporate tax planning in the 

United Kingdom. The study employed 74 companies listed on the London Stock Exchange for the period 2002 

to 2015. The study used secondary sources of data obtained from Thomson Reuters Eikon. The dependent variable 

was cash effective tax rate while the independent variables consisted of board meetings, board attendance, CEO 

board member, solvency, quick ratio, capital intensity, inventory turnover, and size. The data obtained were 

analysed using univariate (descriptive analysis), bivariate (correlation matrix) and multivariate analysis (ordinary 

least square, fixed effect and random effect). The result of the study suggested that board meetings and attendance 

negatively affects tax avoidance for the period under review.    

Omesi and Appah (2021) investigated corporate governance and tax avoidance of listed consumer and industrial 

goods firms in Nigeria for the period 2015 to 2019. Their study employed ex post facto and correlational research 
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design. The population of the investigation consisted of fifty one firms and Taro Yamene sample size 

determination arrived at forty five firms. The study used secondary data from the annual reports of sampled firms. 

The study dependent variable was effective tax rate and the independent variable consisted of board size, board 

independence, audit committee, audit quality and ownership structure while the study utilised control ratios such 

as profitability, leverage, firm size, and growth, capital intensity. The data obtained from the published financial 

statements were analysed using univariate and multivariate analysis. The panel generalized methods of moments 

revealed that board independence, audit quality and ownership significantly affects tax avoidance whereas board 

size and audit committee does not significantly affect tax avoidance in Nigeria. The study concluded that there is 

mix relationship between corporate governance characteristics and tax avoidance.  

Sunarto et al (2021) carried out a study of corporate governance and tax avoidance with profitability as a 

moderator variable in Indonesia for the period 2014 to 2018. The study employed ex post facto and correlational 

research design. The population consisted of commercial banks and cluster sampling was utilsied and purposive 

sampling techniques of 209 companies.  The independent variable consisted of state ownership, independent 

boards, and audit committee while tax avoidance the dependent variable employed effective tax rate while 

profitability was the moderator variable. The study employed secondary data obtained from the annual reports of 

sampled companies. The secondary data was analysed with descriptive analysis, diagnostic tests and multiple 

regression analysis. The result suggested that institutional ownership and independent directors do not affect 

profitability. Also profitability do not affect tax avoidance. The study further revealed that institutional ownership 

and audit committee affects tax avoidance positively. Also profitability does not mediate the influence of 

institutional ownership, independent directors and audit committee on tax avoidance. The study concluded that 

there is a significant impact of audit committee on profitability, institutional ownership and audit committee on 

tax avoidance.   

Deef, et al (2021) conducted a study of foreign and managerial ownership on tax avoidance in Egypt. The study 

employed quantitative research design. The population comprised of the 100 non-financial firms listed on the 

Egyptian Stock Exchange while non-probability sampling (purposive sampling) was used to arrive at a sample 

size of 69 companies. The study used secondary data from the published annual reports of sample companies. 

The dependent variable tax avoidance (effective tax rate and book tax difference) while the independent variables 

consisted of foreign and managerial ownership while the control variables comprised of firm size, firm age, audit 

quality, profitability, firm industry and leverage. The secondary data collected from the annual reports were 

analysed using univariate (descriptive statistics), bivariate (correlation matrix) and multivariate (multiple 

regression) analysis. The multiple regression analysis showed that managerial ownership positively and 

significantly affects tax avoidance (effective tax rate) while foreign ownership negatively and insignificantly 

influences tax avoidance (effective tax rate). The control variables indicated that firm size and audit quality 

positively and significantly affects effective tax rate while leverage revealed a negative and significant association 

with effective tax rate. Furthermore, firm profitability, firm industry, firm age suggested no association with 

effective tax rate.   

From the empirical studies reviewed, there is no consistency in the use of variable, sector and economy thereby 

resulting to disagreements in outcomes. The studies of Sunarto et al (2021), Omesi & Appah (2021), Vu and Le 

(2021), Barros & Sarmento (2020), Ezejiofor Ezenwafor (2020), Peter et al (2020), Ba’aba & Bashiru (2019), 

Putri, et al (2018) have used effective tax rate as the measurement of tax planning. It is against this background 

that this study investigates the effects of corporate governance (board size, board compensation, gender diversity, 

board financial expertise and board meetings) on tax planning (tax savings and book tax difference) of listed 

pharmaceutical companies in Nigeria from 2015 to 2020.  

METHODOLOGY   

Research Design: This is the master plan of methods, approaches, techniques, variables, data source, evaluation 

methodology, timing and costing of all research activities for the purpose of achieving the research objectives 

(Appah, 2020). According to Ahiauzu and Asawo (2016), research design is the determination of how to conduct 
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a research and the methods used. This study employed ex post facto and correlational research design. According 

to Kpolovie (2010), ex post facto research design is used to cover investigations that are done retrospectively 

(after the effect has occurred) to identify possible cause-and-effect relations between the variables under 

investigation through observations of existing conditions and inquisitively searching back historically for the 

causal factors.  

Population of the Study: A research population is generally a large collection of individuals or objects that is the 

main focus of a scientific query. A research population is also known as a well-defined collection of individuals 

or objects known to have similar characteristics. According to Ahiauzu and Asawo (2016), population is the entire 

individual persons, group of persons, organizations, or things of interest that the researcher wishes to investigate. 

It is the complete set of cases or group members from whom relevant data could be raised. The population of this 

study consisted of all listed pharmaceutical companies in Nigeria from 2014 to 2020.   

Sampling and Sample Size Determination: Sampling is a technique of selecting individual members or a subset 

of the population to make statistical inferences from them and estimate characteristics of the whole population. 

According to Ahiauzu and Asawo (2016), sampling is the process of selecting a sufficient number of elements 

from a population to represent the properties or characteristics of that population. This study used the census 

sampling to determine sample size of the listed pharmaceutical firms (Afrik Pharmaceuticals, Ekocorp, Evans 

Medical, Fidson Healthcare, Glaxosmithkline, Juli Nigeria Limited, May and Baker, Neimeth International 

Pharmaceuticals, Nigeria German Chemicals, Pharmadeko, Union Diagnostic and Clinical Services Plc).   

Method of Data Collection: Data collection is the method of gathering relevant information for use in addressing 

the research questions and hypotheses testing (Bhattacherjee, 2012). Data used for the current study were 

extracted from the annual reports and accounts of the sampled pharmaceutical companies in Nigeria.   

Operational Measures of Variables: Measurement is viewed as the integrative process of determining the 

integrity of information about constructs, concepts or objectives of interests and their relationships to a defined 

business problem or opportunity (Gravetter & Forzano, 2019).   

 Table 1: Measurement of Variables  

Variables   Type of 

Variable   

Symbol   Measurement   Sources  

Tax Savings   Dependent   TAS    

The difference 

between statutory tax 

rate and effective  tax 

rate  

Hasibuan and  

Khomsujah (2019);  

Ogbeide and Obaretin  

(2018); Chytis, et al  

(2019)  

Book Tax 

Difference   

Dependent   BTD  The difference between 

financial statement 

income and taxable 

income   

 Chukwudi et al (2020)  

Board Size   Independent   BOZ  Total number of 

directors on the board     

Hasibuan and  

Khomsujah (2019);  

Chytis, et al (2019)  

Gender  

Diversity   

Independence   GED  Number of women on 

the board divided by 

total number of directors 

on the board  

Cabeza-García, et al,  

2018; Ahmadi, et al  

2018;Ogbeide and  

Obaretin (2018);  

Board 

compensation   

Independence  BOC  Salary and benefits 

received by executive 

during the year   

 Razali et al (2019)  
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Board  

Meetings  

Independent   BOM  Number of meetings 

held by the board within 

a year.   

Peter et al (2020); Barros 

& Sarmento (2020)  

Board  

Financial  

Expertise   

Independent   BFE  The total number of 

financial and accounting 

experts on the board/ 

total number  

of directors   

  

Khan, Ismail & Ali (2017)  

Leverage   Control   LEV  Total long term debt 

divided by total assets  

Zhu, et al (2019)  

Firm Size   Control   FIS  Log of total assets   Zhu, et al (2019)  

Source: Compiled by the Researcher (2021)  

Method of Data Analysis: Consistent with the positivist research philosophy and quantitative design, technique 

of inferential analysis in this study will be parametric statistics. This technique is associated with the use of 

quantitative models that seek to establish correlational relationship between two variables by using sample-based 

parameters as measures to infer about the population of the study. The data analysis will be executed in three 

distinct stages. Firstly, a univariate (or descriptive) analysis was executed, followed by bivariate analysis and 

lastly, multivariate analysis.  The required functional relationship to test the developed hypotheses is presented as 

follows:  

Tax Planning = f(Corporate Governance) --------------------------------------------------------  (1)  

There are statements in the literature that several firm-specific features are also likely to affect the degree of tax 

planning by companies. Thus, in order to control for the influence of such firm-specific features the model was 

further specified as:  

Tax Planning = f(Corporate Governance, Firm Features) ---------------------------------------(2)  

The corporate governance variables included in the model are board size, board compensation, gender diversity, 

board financial expertise, board meetings while the control variables include return on assets, firm size, capital 

intensity, and leverage.   

Since tax planning is represented by two proxies of tax savings (TAS) and book tax difference (BTD) we recast 

Eqn. (2) by decomposing it as follows:  

TAS = f(BOZ, BOC, GED, BFE, BOM, LEV, FIS) ------------------------------------------  (2a)  

BTD = f(BOZ, BOC, GED, BFE, BOM, LEV, FIS) -----------------------------------------  (2b)  

Therefore, in their respective empirical form, equation (2a) and (2b) are restated into the basic panel econometric 

form as:  

TASit = β0 + β1 BOZit + β2 BOCit + β3 GEDit + β4 BFEit + β5 BOMit + β6 LEVit + β7 FISit +  

εit --------------------------------------------------------------------------------------------------   3(a)  

BTDit = β0 + β1 BOZit + β2 BOCit + β3 GEDit + β4 BFEit + β5 BOMit + β6 LEVit + β7 FISit +  

εit ---------------------------------------------------------------------------------------------------   3(b)  

RESULTS AND DISCUSSION  Descriptive Statistics  

The descriptive statistical measures such as mean, median, mode, standard deviation, range, kurtosis, skewness, 

histogram and Jarque-Bera statistic, are calculated for each of the variables with a view to quantify the manifests 

construct of the variable in terms of central tendency, dispersion and shape of their distributions. In view of that, 

each of the variables and their descriptive properties are presented in table 2 collectively and represented 

individually below.  

Table 2: Descriptive Statistics  

 TAS  BTD  BOZ  BOC  GED  BFE  BOM  LEV  FIS  
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Mean  

 1.98029 4   5.71824 2   14.4086 3   4.68487 1   0.16817 3   14.1975 5   0.65858 6   0.58358 3   7.40912 6  

Median  

 1.16695 0   5.65980 0   1.00000 0   4.83825 0   0.14290 0   0.30050 0   0.60210 0   0.58230 0   7.55265 0  

Maximum  

 9.41520 0   18.9893 0   11761.0 0   6.14190 0   0.86450 0   2222.00 0   0.95420 0   1.50450 0   8.64780 0  

Minimum   0.04790 0  

- 

2.98240 

0   0.60210 0   0.07140 0   0.00000 0   0.14290 0   0.30100 0   0.19360 0   0.53440 0  

Std. Dev.  

 1.24020 4   3.47547 4  

 6.76485  

 0.92082 3   0.13768 3   6.37639 9   0.09479 0   0.19013 1   1.09222 4  

Skewness   1.89735 6   0.69856 7   8.78576 1  

- 

1.88945 

7   1.61112 9   12.5302 0   0.22875 8   1.57825 6  

- 

3.26678 

4  

Kurtosis  

 6.31733 5   4.30781 4   78.2499 0   9.34684 6   9.22605 9   158.006 1   4.68334 6   9.26766 3   20.4194 4  

JarqueBera   169.363 7   24.4157 3   39808.7 0   363.750 9   327.645 1   164366. 1   20.2865 0   6301.68 5   328.314 4  

Probability  

 0.00000 0   0.00000 5   0.00000 0   0.00000 0   0.00000 0   0.00000 0   0.00003 9   0.00000 0   0.00000 0  

Sum  

 316.847 1   914.918 7   23053.8 1   749.579 3   26.9077 0   2271.60 7   105.373 7   202.043 3   93.3732 0  

Sum Sq. Dev.   538.429 8   1920.54 8   2.59E+0 8   134.818 6   3.01407 9   490505 

1.  

 1.42863 0   166.058 2   5.74783 4  

Observatio ns  77  77  77  77  77  77  77  

77  

77  

Source: E-view output 2021  

Table 2 presents the descriptive statistics of the dependent, independent and control variables statistics for this 

study. The mean values for tax savings, book-tax difference, board size, board compensation, gender diversity, 

board financial expertise, board meetings, leverage and firm size were 1.980294, 5.718242, 14.40863, 4.684871, 

0.168173, 14.19755, 0.658586, 0.583583, and 7.409126.. The standard deviation of the variables was 1.240204, 

3.475474, 6.76485, 0.920823, 0.137683, 6.376399, 0.094790, 0.190131 and 1.092224. The skewness of the 

variables consist of 1.897356, 0.698567, 8.785761, 1.889457, 1.611129, 12.53020, 0.228758, 1.578256 and 

3.266784.   

Correlation Analysis  

Table 3 presents the correlation matrix of the variables wherein the degree and direction of relationships are 

indicated with the aid of Pearson’s product moment correlation. Depending on the number of variables in any 

study, correlation matrix of study variables presents three (3) major distinctive bivariate relationships within the 

context of the study.   

Table 3: Correlation Matrix  

  TAS  BTD  BOZ  BOC  GED  BFE  BOM  LEV  FIS  

TAS  1.000000                  

BTD  0.230152  1.000000                

BOZ  -

0.026806  

-

0.070504  

1.000000              
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BOC  -

0.055176  

0.026033  -

0.008870  

1.000000            

GED  -

0.423153  

0.076173  0.044608  0.074826  1.000000          

BFE  0.402141  -

0.152030  

-

0.081716  

-

0.033017  

- 1.000000        

     0.328295      

BOM  -

0.279094  

0.343863  -

0.016082  

-

0.046425  

0.304043  -

0.120358  

1.000000      

LEV  0.025300  -

0.066827  

-

0.008904  

-

0.006216  

0.031469  0.031323  0.017501  1.000000    

FIS  -

0.225142  

-

0.114822  

-

0.067224  

0.033814  0.267873  0.171830  0.491343  0.033729  1.000000  

Source: E-view output 2021  

The pair-wise correlation is mostly useful to the study by way of enabling the researcher to develop diagnostic 

capability in mitigating the effect of multi-collinearity by introducing biases in the standard error estimates of the 

coefficients. Multi-colinearity exists when the predictor variables are themselves highly correlated. If the 

variables have variance inflation factor (VIF) of above 10, then there is a strong indication of the existence of 

excess correlation. The relatively low level of correlation as indicated in the table clearly establishes that there is 

no multicollinearity in the model.  

Multivariate Analysis Table 4: Result on Regression Equation of TAS  

Dependent Variable: TAS      

Method: Panel EGLS (Cross-section random effects)  

Date: 12/28/21   Time: 05:14      

Sample: 2015 2020      

Periods included: 7      

Cross-sections included: 10      

Total panel (balanced) observations: 77    

Swamy and Arora estimator of component variances  

 Variable    
Coefficient 

   

Std. Error 

   

t-Statistic 

   
Prob.     

  

 BOZ    

  

2.1762  06  

  

4.4943 06  

  

0.484214    

  

0.6292  

BOC  -1.486506  3.323205  -0.044466  0.9646 

GED  -0.379515  0.099829  -3.801670  0.0002 

BFE  0.098930  0.067517  1.465263  0.1450 

BOM  -0.008032  0.026827  -0.299399  0.7651 

LEV  -2.242105  3.260845  -0.673531  0.5017 

FIS  -0.139014  0.087228  -1.593683  0.1132 

C  1.166653  0.124537  9.367956  0.0000 

      

    Effects Spe  cification    

      

  

   

S.D.    

  

   

Rho   
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Cross-section random        0.105703    0.7043  

Idiosyncratic random  0.068492  0.2957 

      

    Weighted Statistics      

  

   

  

   

          

R-squared   0.720605     Mean dependent var      0.025523    

Adjusted R-squared  0.697797    S.D. dependent var  0.130705  

S.E. of regression  0.071852    Sum squared resid  0.758924  

F-statistic  31.59476    Durbin-Watson stat  2.996505  

Prob(F-statistic)  0.000000        

  

   

     

Unweighted Statistics       

  

   

  

R-squared   

      

-0.003278     Mean dependent var 

     

  

0.127146  

   

Sum squared resid  3.813670    Durbin-Watson stat  0.198306 

          

Source: E-view Output  

According to the result shown in Table 4 the R2 statistic is 0.7206 while the adjusted R2 statistic is 0.6978. This 

shows that 72.1% of systematic variation in tax savings (TAS) of the listed pharmaceutical manufacturing 

companies is explained by changes corporate governance. After adjusting the degree of freedom, 69.8% variation 

in the TAS of the listed firms was explained by changes in corporate governance characteristics, leaving 30.2% 

unexplained due to the presence of stochastic error term. This suggests that corporate governance influences the 

TAS of listed pharmaceutical manufacturing firms in Nigeria.   

The F – statistic, 31.59476 with a zero-probability value showed that the model satisfies the overall goodness-of-

fit statistical test. It implies that TAS measures, inclusive of the control variables were able to predict TAS of the 

sampled listed pharmaceutical manufacturing companies in Nigeria. The Durbin-Watson statistic of 2.996505 

indicates that there is no serial autocorrelation in the model. It suggests that the result is good for policy 

prescription. Similarly, the t-statistics and R2 statistics are not extremely high as to suggest the existence of 

Multicollinearity and Heteroskedasticity in the model. It further portends that the econometric model employed 

in this study satisfies both statistical and diagnostic criteria. It represents a good and consistent estimator, and 

hence useful for policy direction of the firms in Nigeria.   

The individual coefficients show different levels of significances, giving rise to acceptance and rejection of each 

and every associated hypothesis. The result shows that a unit change in board size (BOS) and board financial 

expertise (BFE) increases the tax savings (TAS) of the listed pharmaceutical firms in Nigeria by 2.178206 and 

0.009830 units but was statistically not significant at 5% level. Similarly, a unit change in board compensation 

(BOC), gender diversity (GED), board meetings (BOM), leverage (LEV) and firm size (FIS) decreases tax savings 

(TAS) by -1.486506, -0.379515, -0.008032, -2.242105, and -0.139014 but board compensation (BOC), board 

meetings (BOM), leverage (LEV) and firm size (FIS) was statistically not significant at 5% level while gender 

diversity (GED) was statistically significant at 5% level.   

Table 5: Result on Regression Equation of BTD  

Dependent Variable: BTD      

Method: Panel EGLS (Cross-section random effects)  
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Date: 12/28/21   Time: 06:09      

Sample: 2015 2020      

Periods included: 7      

Cross-sections included: 10      

Total panel (balanced) observations: 77    

Swamy and Arora estimator of component variances  

 Variable   Coefficient    
Std. Error 

   
t-Statistic     Prob.     

    

 BOZ   -1.27 E-05  

  

5.24 E-05  

  

-0.241947    

  

0.8092  

 BOC -5.08E-05  0.000388  -0.130882  0.8960 

 GED -2.296025  1.265889  -1.813765  0.0718 

 BFE  3.609131  0.792626  4.553382  0.0000 

 BOM -0.107746  0.324985  -0.331542  0.7407 

 LEV  0.000327  0.000108  3.013060  0.0030 

 FIS  0.576168  1.022348  0.563574  0.5739 

 C  4.942538  1.502115  3.290387  0.0013 

      

    Effects Spe  cification    

      

  

   

S.D.    

  

   

Rho   

      

Cross-section random        

  

1.699921    

  

0.8193  

Idiosyncratic random  0.798205  0.1807 

      

    Weighted   Statistics    

  

   

  

   

  

R-squared   

  

0.644099       

    

Mean dependent var   

   

  

0.290857  

Adjusted R-squared  0.582393     S.D. dependent var  0.887757 

S.E. of regression  0.802724     Sum squared resid  94.72179 

F-statistic  3.955822     Durbin-Watson stat  1.982798 

Prob(F-statistic)  0.000028        

  

   

      

Unweighted Statistics     

    

  

   

  

R-squared   

      

-0.038993     Mean dependent var 

     

  

1.980294  

Sum squared resid  559.4246    Durbin-Watson stat  2.166407 

       

Source: E-view output             

According to the result shown in Table 5 the R2 statistic is 0.644099 while the adjusted R2 statistic is 0.582393. 

This shows that 64.4% of systematic variation in book-tax difference (BTD) of the listed pharmaceutical 
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manufacturing companies is explained by changes corporate governance. After adjusting the degree of freedom, 

58.2% variation in the BTD of the listed firms was explained by changes in corporate governance characteristics, 

leaving  

41.8% unexplained due to the presence of stochastic error term. This suggests that corporate governance 

influences the tax planning of listed pharmaceutical manufacturing firms in Nigeria.   

The F – statistic, 3.955822 with a zero-probability value showed that the model satisfies the overall goodness-of-

fit statistical test. It implies that BTD measures, inclusive of the control variables were able to predict BTD of the 

sampled listed pharmaceutical manufacturing companies in Nigeria. The Durbin-Watson statistic of 1.982796 

indicates that there is no serial autocorrelation in the model. It suggests that the result is good for policy 

prescription. Similarly, the t-statistics and R2 statistics are not extremely high as to suggest the existence of 

Multicollinearity and Heteroskedasticity in the model. It further portends that the econometric model employed 

in this study satisfies both statistical and diagnostic criteria. It represents a good and consistent estimator, and 

hence useful for policy direction of the firms in Nigeria.   

The individual coefficients show different levels of significances, giving rise to acceptance and rejection of each 

and every associated hypothesis. The result shows that a unit change in board financial expertise (BFE), leverage 

(LEV) and Firm Size (FIS) increases the book-tax difference (BTD) of the listed pharmaceutical firms in Nigeria 

by 3.609131, 0.000327 and 0.576168 units but BFE and LEV was statistically significant at 5% level while FIS 

was not statistically significant at 5% level. Similarly, a unit change in board size (BOS), board compensation 

(BOC), gender diversity (GED), board meetings (BOM), decreases tax savings (BTD) by -1.27E-05, -5.08E-05, 

-2.296025 and -0.107746 but board size (BOS), board compensation (BOC), gender diversity (GED) and board 

meetings (BOM), was statistically not significant at 5% level.  

SUMMARY, CONCLUSION AND RECOMMENDATIONS  

The study investigated corporate governance characteristics and tax planning of listed pharmaceutical firms in 

Nigeria from 2015 to 2020. The study was anchored on agency theory and Hoffman tax planning theory. A review 

of relevant literature provided a relationship between corporate governance mechanisms and tax planning. This 

study measured corporate governance using board size, board compensation, board financial expertise, gender 

diversity and board meetings while tax planning was measured using tax savings and book tax difference. The 

multiple regression analysis suggested that board size and board financial expertise positively and statistically 

not significant with tax savings; board compensation and board meetings negatively and not statistically 

significant with tax savings while gender diversity negatively and statistically significant with tax savings. Also, 

the result revealed that board financial expertise positively and statistically significant with book-tax difference 

while board size, gender diversity, board compensation and board meetings negatively and statistically not 

significant with book tax difference. The study concluded that corporate governance characteristics (board size, 

board financial expertise, gender diversity, board meetings and board compensation) influences tax planning (tax 

savings and book-tax difference) of listed firms in Nigeria. Hence, the study recommended that: shareholders 

must preserve a structure to guarantee that the board is given financial incentives for effective tax planning. This 

will assist to solve the agency problem where management exploits shareholders through tax planning practices; 

listed companies in Nigeria should make sure composition of boards comprises mix of executive and non – 

executive directors who are professional accountants and tax experts. These set of professionals would be able to 

bring their professional training to positively impact important decision-making regarding tax planning strategies; 

the board remuneration committee of listed companies in Nigeria should purposefully and adequately compensate 

boards of directors in their effort to fundamentally minimize tax liability and also decrease agency costs; the 

board of directors of listed companies in Nigeria should restructure the board in terms of diversity. This would 

guarantee adequate mix of directors comprising of female and male, size, educational and professional training 

to perhaps impact financial performance, including tax planning.  

The uniqueness of this investigation has suggestions for both academics and practitioners. For academics, unlocks 

viewpoints on further research on the general influence of corporate boards. Previous literature on corporate 
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governance characteristics has investigated performance, value, but only few studies analysed tax planning using 

tax savings and booktax difference. There is an obvious gap in literature to fill. For practitioners, the study 

illustrates that governance controls are significant issue on tax planning. Hence, expanding boards’ monitoring 

may moderate the risk of rent diversions and providing the incentives for boards of directors to be more disposed 

to tax planning risk. 
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