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ABSTRACT 

Global corporate tax avoidance (CTA) has been a major source of worry among researchers, professionals, and 

other stakeholders. Despite constant tax law reforms, the Government revenue from tax has consistently not 

measured up to expected income. Any legal strategy employed by a taxpayer to reduce the amount of income 

tax is known as corporate tax avoidance, however, its cumulative effects had significantly and negatively 

impacted the allocation of public goods, budget execution, and security quality. This study essentially examined 

the roles the corporate governance attributes (Credit Risk Committee, CEO duality, Board Independence and 

Board Audit Committee Independence) play in downward or upward trend of tax avoidance. Data were 

purposively obtained from annual reports and accounts of the quoted Deposit Money banks (DMB). Descriptive 

and inferential statistics were employed in the study to analyze the data. The hypotheses were tested using Panel 

regression analysis technique. The study found that corporate governance components (Credit Risk Committee, 

CEO duality, Board Independence and Board Audit Committee Independence) have significant influence on the 

Effective Tax Rate (ETR) of selected deposit money banks in Nigeria. Thus, the study rejected the null 

hypothesis which state that corporate governance measures do not significantly affect effective tax rate (ETR) 

of selected deposit money banks in Nigeria. Hence, companies should encourage growth of strong and robust 

board governance to discourage managers from pursuing aggressive tax planning that may ultimately jeopardize 

reputation and long-term stability of the firm. 

Keywords: Tax avoidance, corporate governance, Credit Risk Committee, Board Independence and Effective 

Tax Rate (ETR) 

INTRODUCTION  

Researchers from the west experimentally investigate the effects of corporate tax avoidance, evasion and 

governance in many economic sectors. Tax is a cost to businesses and their shareholders, which lowers the 

dividend that will be distributed to them as residual earnings. Shareholders thus favor tax management strategies 

to improve dividends or earnings after taxes. Tax reductions or eliminations for a company's shareholders and 

managers could be the consequence of a tax avoidance scheme. This tactic, however, may be detrimental to the 

government revenue (Aliyu & Umar, 2023).  

Corporate Tax Avoidance as a legal technique used by a taxpayer to reduce the income tax liabilities and it has 

shortcomings due to his negative impacts on company’s reputations, earnings management and his aggregate 

effects on Government revenue. In response to worries about the aforementioned lost Government income, 

researchers like Aburajah, Maali, Jaradatand Alsharairi (2019) and Omesi and Appah (2021) have intensified 

their research on tax avoidance. With the aid of tax professionals and other financial experts, every nation on 

earth engages in tax avoidance strategies. Tax compliance is required in order to increase tax revenue, as cited 

by Tania & Mukhlasin (2020). Tax avoidance is the adoption of legal approaches by a business to reduce taxes 

through tax planning (Tania & Mukhlasin, 2020). Desai & Dharmapala (2009) as stated in (Ogbodo and 

Omonigho, 2021) espoused that tax avoidance is the use of legal ways to reduce one's tax payment 

responsibilities.  
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According to Lanis and Richardson (2013) as mentioned in (Wulandari, Prastiwi and Atmini, 2022), tax evasion 

is a risky business decision that can damage the reputation of the organization. This decision may be influenced 

by a number of variables, such as the number of independent directors, the board of directors' experience and 

skill, the size, and the independence of the board audit committee. Ogbodo and Omonigho (2021) espoused that 

manager’s utilized tax avoidance as a strategy to boost the company's profitability in order to meet shareholder 

expectations, which may end up to earnings management. While tax avoidance techniques can increase revenue 

in the short term, managers' self-serving behavior may expose the business to risks in the long run (Tania & 

Mukhlasin, 2020).  

One strategy to reduce the tax avoidance is to put good corporate governance principles into robust practice. 

Four criteria have been identified by studies as essential for establishing effective governance: the relationship 

between the company and its shareholders, the obligations of the management, stakeholder’s involvement, and 

information disclosure. This matches the description given by the stakeholder theory, which maintains that the 

contributions made by various stakeholders have an effect on efficient governance, Freeman, (1984) as quoted 

in (Wulandari, Prastiwi & Atmini, 2022). Kovermann and Velte (2019), asserted that certain governance 

elements, such as ownership structure, audit committee, board configuration, and shareholder pressure, may 

deter tax circumvention. According to Wulandari et al. (2022), the number of supervisory board members had 

an unfavorable effect on tax avoidance, a high number of supervisory board members will improve the 

supervisory functions and decrease the quantity of tax manipulations. 

The relationship between tax avoidance and corporate governance has already been studied in many nations and 

these studies yielded unexpected findings; while some exhibit a negative correlation, others exhibit a favorable 

one.. Overall, our study is investigating the roles play by Corporate Governance components in improving or 

worsening the trend of CTA, its implications on Government income, company’s reputation and how company’s 

constantly and deliberately used this technique to make its financial reports look better. The motivation for this 

study is to ascertain the roles the corporate governance components play in downward or upward trend of 

corporate tax avoidance.  

The investigation into tax avoidance and corporate governance in Nigeria has evolved as a result of the 

researcher's review of international cases of corporate tax evasion and avoidance. In earlier investigations, this 

was noted by Ekoja and Jim-Suleiman (2014), Kadir (2018), Salawu and Adedeji (2017), and Saturday and 

Sunday (2018). Recently, Omesi and Appah (2021) and Ezejiofor and Ezenwafor (2021) have both researched 

this topic. 

Yusnaini, and Meirawati, (2019), found that good corporate governance, as evidenced by a range of corporate 

governance systems, had no discernible impact on tax evasion or avoidance.  

Ezejiofor and Ezenwafor (2021), tax evasion and avoidance has negative consequences on a company's 

reputation and diminishes its reputational worth, which lowers shareholder return on investment.  Corporate 

governance and tax avoidance have a strong positive link, according to experts Kovermann, and Velte, (2019), 

Tahar & Rachmawati, (2020). This research aims is to confirm the relationship between tax avoidance and 

corporate governance.CTA is gaining attention scholarly and within the political discussions (Huseynov, Sardali, 

& Zhang, 2017).  

Corporate scandals have brought tax avoidance to the public's notice as well; and media stories about the tax-

avoidance strategies of a number of multinational corporations (Kanagaretnam, Lee, Lim, & Lobo, 2016). Based 

on anecdotal evidence from recent companies like Apple, Facebook, and Starbucks (Davis, Guenther, Krull, & 

Williams, 2016) and more established cases like Enron (McGill & Outslay, 2004) and Tyco (Wilson, 2009), it 

appears that tax avoidance (aggressive tax planning), is a frequent occurrence in today's business environment 

and this could lead to earnings management. (Blouin, 2014) as cited in Kovemann & Patrick (2019), stated that 

persistent and aggressive types of tax avoidance may be linked to an unfortunate degree of risk, it would be in 

the interests of shareholders to reduce tax avoidance.  

The act of unfairly taking advantage of loopholes or gaps in the tax laws in order to avoid paying taxes is known 

as tax avoidance. Regarding tax avoidance and its effects, there are various points of view. Instance is when 
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shareholders encourage tax avoidance because it increases residual revenue and lowers borrowing costs (Ogbodo 

and Omonigho, 2021), but government will be against it since it reduces the amount of money available for 

developments. 

Although tax evasion and avoidance are issues that plague tax systems, Nigeria's situation seems exceptional 

considering the extent of its corrupt activities (Ezeala,  & Okerekeoti, and (2021).While tax avoidance strategies 

can increase short-term profitability, management's self-serving actions may expose the business to long-term 

risks (Tania & Mukhlasin, 2020).CTA has become source of concerns to stakeholders because it reduces 

government revenue which directly forced government to reduce spending on public goods and services. This 

limits economic growth, impede social mobility, and exacerbates income inequality. More research is therefore 

required in Nigeria, this study offers a thorough and detailed evaluation of the roles the corporate governance 

components such as (Credit Risk Committee, CEO duality, Board Independence and Board Audit Committee 

Independence) play in downward or upward trend of corporate tax circumvention.  

The main objective of this study is to examine the effects of corporate governance on corporate tax avoidance 

of selected deposit money banks in Nigeria. The specific objectives are to; Examine effect of CEO duality on 

effective tax rate of selected deposit money banks in Nigeria; Assess the influence of audit independence on 

effective tax rate of selected deposit money banks in Nigeria; Determine effect of board independence on 

effective tax rate of selected deposit money banks in Nigeria; and Examine influence of credit risk committee 

on effective tax rate of selected deposit money banks in Nigeria 

The Hypotheses of the study are stated in null form: 

H01: CEO duality has no significant effect on effective tax rate of selected deposit money banks in Nigeria 

H02: Audit independence has no significant effect on effective tax rate of selected deposit money banks in Nigeria 

H03: Board independence has no significant influence on effective tax rate of selected deposit money banks in 

Nigeria 

H04: Credit risk committee has no impact on effective tax rate of selected deposit money banks in Nigeria 

LITERATURE REVIEW 

Corporate Tax Avoidance 

Every business agreement has a tax effect, which can be leveraged to generate profits by utilizing tax loopholes. 

Corporate Tax Avoidance (CTA)is the legal practice of reducing firm's tax liabilities by utilizing tax credits, 

deductions, and other legal gaps. It entails structuring one's financial activities to maximize tax law benefits and 

minimize the amount of tax due. Martinez (2017) states that CTA entails "organizing business operations so that 

tax obligations are optimized at their minimum amount; and, involves taking advantage of legitimate concessions 

and exemptions foreseen in the tax law."Mgbame, Chijoke-Mgbame, Yekini, and Yekini (2017), refers tax 

aggressiveness to various management-initiated actions thatdecrease taxable income legitimately or otherwise. 

Managers make strategic decisions that include tax planning in an effort to lower explicit and implicit taxes 

(Franca, Moraes, & Martinez, 2015) as cited in Guanming, Helen and Richard (2019). 

Martinez (2017) as referenced in Ogbodo & Omonigho (2021), noted that tax planning initiatives typically result 

in lower tax obligations. However, this is dependent on how widely and lawfully these tactics are used. Osuegbu 

(2007, p. 1) defines tax avoidance as "The legal application of tax laws to one's own advantage, in order to reduce 

the amount of tax owed that are within the law". According to Khuong et al. (2020), decisions about tax 

avoidance are viewed as the lawful transfer of funds from the government to enterprises. 

Measurement of Corporate Tax Avoidance are grouped into three by Annuar, Salihu, and Obid (2014) as cited 

in Ogbodo and Omonigho (2021) having been employed in earlier research to quantify tax avoidance. The first 

category consists of the metrics that account for the vast variations in book and taxable income. The 

measurements that show the ratio of taxes to business income make up the second group. Among these are 

effective tax rates (ETR). Unrecognized tax benefits (UTB), tax shelter estimates, and discretionary permanent 
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differences (PERMIDIFF)/DTAX are the metrics used by the third group. Effective Tax Rate, which is based on 

research (Wulandari, T., Prastiwi, A., & Atmini, S. (2022); Ogbodo & Omonigho (2021)), will be used in this 

study. 

Effective tax rate (𝐸𝑇𝑅) =𝑡𝑎𝑥𝑒𝑥𝑝𝑒𝑛𝑠𝑒/𝑝𝑟𝑒𝑡𝑎𝑥𝑖𝑛𝑐𝑜𝑚𝑒 

Corporate Governance 

Corporate governance (CG) (Financial Services Authority) is the frameworks and procedures used to direct and 

manage the company. Corporate governance, according to Wulandari et al. (2022), is a framework that enables 

a firm to add value for all of its stakeholders through regulations and controls. As defined by the OECD, 

corporate governance as "a group of connections involving the board, shareholders, management, and other 

stakeholders of a business" in more detail. Additionally, corporate governance offers the framework that the 

business uses to establish its objectives, strategies for accomplishing them, and ways for gauging its 

performance. According to Ogbodo and Omonigho (2021), corporate governance is a set of safeguards that 

investors used to prevent management's (managers' and/or controlling shareholders') expropriation (the use of 

assets without authorization).  

Companies establish corporate governance to fulfil their company missions, aspirations, and goals concerning 

different stakeholders. As stated in (Ezeala and Okerekeoti, 2021) by Fadhilah, & Rahmi (2014). There are two 

methods for supervising corporate governance: internal and external. A company's internal operations can be 

managed by internal structures and procedures such shareholder general meetings, board meetings, board 

composition, number of independent board members, and frequency of board meetings. Conversely, the external 

mechanism is primarily focused on market control, proprietorship structure, and firm control. Better oversight 

and fewer opportunities for tax fraud will result from the numerical strength and calibre of independent directors 

and the board of directors inside the directors' organizational structure. 

CEO Duality 

This indicates that the same individual is able to decide the company's strategic direction and supervise its 

execution. Wulandari, Prastiwi, and Atmini, (2022), noted that CEO duality can facilitate quicker and more 

informed decision-making, but it can also lead to inadequate accountability, conflicts of interest, and a laxer 

enforcement of tax laws. Also, duality's opponents contend that it limits board independence and lessens the 

likelihood that the board can effectively carry out its oversight and governance responsibilities (Aburajah, Maali, 

Jaradat, and Alsharairi, (2019). Through earnings management, CEO duality is frequently cited as the main 

contributing factor to the recent corporate scandals involving large companies like Westinghouse, Sears, General 

Motors (GM), and IBM. 

Audit Committee Independence    

The Board of Directors established the Audit Committee, which reports to the Board and carries out its 

responsibilities. An Independent Board member serves as the Audit Committee's chairman and outside 

professionals may make up its membership. The Board appoints and removes Board Audit Committee. An audit 

committee will be established by a public company to function independently in the performance of its 

obligations. At least three persons should be on the audit committee, including one from an independent company 

and serving as the committee's chairperson. The committee's duty is to confirm that the firm’s business has been 

operated in accordance with law and guidelines. Tax circumvention activity will decline as management and 

auditor collusion becomes increasingly challenging to achieve. 

Board Independence  

The study's indication of the independence of the board of directors is calculated as the ratio of outside 

directors to all board members. It is the total of the company's registered and external directors. Previous 

studies have provided evidence that a company's success increases with the level of independence on the 

board. As a result, it may be claimed that the stronger the corporate governance system, the more significant 
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the board of directors' independence metric. In this investigation, if the proportion of outside directors 

among all registered directors was higher than the median value of the total, the independence of the board 

of directors was assessed as a dummy variable with a value of 1 and if otherwise, 0Ilaboya&Ohikkha  

(2014),Aribaba and Ahmodu (2017).  

Credit Risk Committee  

The credit committee of the bank oversees credit risk in a fair and uniform manner for the bank's lending and 

credit-related operations. The committee is in charge of managing the bank's lending and credit policies, 

including the approval of internal credit guidelines and the setting of loan portfolio concentration cap. It also 

examines the portfolio performance and quality of the bank credit. The loan committee makes sure that the loan 

under review satisfies all legal requirements, the company's lending guidelines, its stomach for credit risk, and 

that IFRS 9 (Loan loss allowance) is applied correctly for tax benefits. 

Tax Avoidance and Corporate Governance Relationship 

According to stakeholder theory, businesses have to take all stakeholders' interests into account while making 

decisions and doing other actions. The firm created the Corporate Governance (CG) framework to make sure 

that its operations align with the interests of its stakeholders and shareholders. According to Wogu (2016), cited 

in Wulandari et al. (2022), companies with strong board governance procedures will use caution when 

conducting business to prevent damaging firm reputation. Corporate governance is required to address any 

conflicts of interest or competing goals among the various stakeholders in the firm. Agents who follow all current 

regulations, including abstaining from taking severe actions to foil tax fraud, are assured by robust corporate 

governance. 

Theoretical Review 

Agency Theory  

Jensen and Meckling 1976, referenced in (Tandean and Winnie, 2016), state that an agency relationship arises 

when one or more people (the principal) hire another person (the agent) to provide a service and assign decision-

making authority. According to agency theory, everyone is egocentric and self-centered in their own special 

way. Another implication of agency theory is the asymmetric information. In order to attain both psychological 

and financial fulfillment, it is the moral responsibility of management to advance the interests of the owners 

(principals) and to address individual demands. Conversely, investors' attention will be directed toward raising 

the share price. As a result, two separate interests in the business are found, each of which aims to increase or 

preserve a specific degree of profitability. A conflict of interest between the two led to the development of agency 

theory (Tandean and Winnie, 2016). In order to achieve the objectives of owners, the principal must provide 

adequate incentives to encourage the agents to undertake surveillance in order to prevent undesired events Jensen 

Meckling, (1976). According to Adeyemi et al. (2019), agency theory is a branch of accounting and finance that 

addresses conflicts of interest that arise when numerous parties have competing interests in the same asset. 

Rusydi and Martani (2014) contend that agency theory leads to agency cost. Due to conflicts in the agent's 

interests, agency problems may occur when the principal participates in active tax fraud. This issue emerges 

when some shareholders want to cap earnings to reduce tax costs, but management wants to boost compensation 

through higher profits to lower agency costs. It is proper application of agency theory tenets through robust 

incentives to agent that can reduce unpleasant tax aggressive planning. 

Stakeholder Theory  

The stakeholder theory, which asserts that for a corporation to prosper, it must simultaneously endeavor to fulfill 

the interests of its customers, suppliers, owners, employees, and unions, was developed by Freeman 1984, as 

cited in (Wulandari, Prastiwi and Atmini, 2022). The stakeholder theory approach to corporate governance is 

broader than agency theory. According to agency theory, the governance process compels managers and other 

stakeholders to act in the owners' best interests. The governance process adopts a novel viewpoint based on the 

concept of stakeholder theory, which transforms problems with agents and principals into problems with team 

https://rsisinternational.org/journals/ijriss/
https://rsisinternational.org/journals/ijriss/
http://www.rsisinternational.org/


INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (IJRISS) 

ISSN No. 2454-6186 | DOI: 10.47772/IJRISS |Volume VIII Issue VIII August 2024 

 

Page 3334 
www.rsisinternational.org 

  

    

     

outputs. Furthermore, issues with governance based on stakeholder theory ensure effective coordination, 

bargaining, and dispute resolution to maximize and distribute benefits among stakeholders. According Freeman, 

(1984) stakeholder theory offers a practical, efficient, successful, and moral method to managing groups in a 

highly complex environment. The concept of stakeholders is essential to corporate governance and can help 

organizations balance the interests of various groups including payment of taxes. 

Empirical Review 

Ezejiofor and Ezenwafor (2021) investigated the relationship between company governance and tax avoidance 

using remarks from the food and beverage industries in Nigeria. In the study, descriptive statistics were used. 

The findings showed that tax avoidance is significantly and favorably impacted by CEO duality. The board 

composition and tax structure of publicly traded non-financial companies were assessed by Muhammad and 

Zachariah (2020). Regression analysis and Pearson product moment correlation were employed. The study 

discovered that while board independence and foreign directorship had non-significant negative effects on tax 

planning, gender diversity, board size, and board meetings had non-significant favorable effects.  

A study was conducted by Tania and Mukhlasin (2020) to assess the impact of tax avoidance on internal control 

effectiveness, the number of audit committees, the audit committee's expertise, the expertise of the board of 

directors, and independent directors in manufacturing firms listed on the Indonesia Stock Exchange between 

2016 and 2018. The deductive method was employed in this study to generate hypotheses based on relevant 

ideas and findings from earlier investigations. The data analysis employed multiple linear regression, descriptive 

statistics, and secondary data. The findings indicate that there is a negative correlation between the expertise of 

the board of directors and the number of independent directors, and a positive correlation between the size of 

audit committees and the effectiveness of internal control, i.e., more audit committees and more effective internal 

control translate into more tax avoidance. Additional findings showed that tax avoidance or evasion was not 

significantly impacted by the audit committee's experience. 

Sani and Umar (2023) examined the relationship between board size and tax evasion.  The reports of the Nigerian 

Deposit Insurance Corporation (NDIC) and the banks' annual reports served as the study's data sources. In order 

to analyze the data, the study used panel unit root, panel co-integration, cross-sectional dependence, correlation 

matrix, and descriptive statistics. To test the theories, the Panel Generalized Method of Moments (PGMM) was 

employed. The (PGMM) discovered a weak and negligible correlation between board size and tax evasion. Tax 

avoidance is positively and significantly impacted by board independence. The impact of control variables on 

tax evasion by Nigerian deposit money institutions is large and negative. These variables include firm size, 

profitability (ROA), and financial leverage. The relationship between board size and tax evasion is weak or 

nonexistent. Board independence has a favorable and considerable impact on tax avoidance. The study's findings 

recommend that governmental regulatory bodies like the Security Exchange Commission (SEC), Nigerian 

Exchange Group (NGX), and Central Bank of Nigeria (CBN) implement rules that will strengthen the oversight 

and control of choices made by Nigeria's deposit money banks. This would increase the openness and 

accountability of the Nigerian banking sector and help eliminate or restrict tax fraud tactics.  

Wulandari et al. (2022) investigated and assessed the impact of company governance as a moderating factor on 

tax circumvention. This study is beneficial because it used deductive reasoning to propose a theory that is then 

put to the test using a research design. The population of this study consists of businesses that were listed on the 

Indonesia Stock Exchange between 2017 and 2021. Purposive sampling was employed to choose the samples. 

After analyzing 505 samples, the study's findings revealed that organizations with sound corporate governance 

hardly use tax avoidance. Finally, by establishing excellent corporate governance, the characteristics identified 

in this study can help organizations lower their level of tax avoidance.  

RESEARCH METHODOLOGY 

The research sample included of Deposit Money Banks (DMB) that were listed on the Nigerian Stock Exchange 

between 2011 and 2022. Ten (10) of the twenty-four (24) Deposit Money Banks (DMB) that were listed on the 

Nigerian Stock Exchange (NSE) as of the end of the 2022 fiscal year comprised the study's population. A sample 

of the study was chosen in accordance with the condition that the companies had complete data in their publicly 
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traded financial statements for the study periods. The study used data from secondary sources. The sampled 

companies' yearly financial statements provided the data. The panel regression analysis was used to test the 

hypotheses, and the Hausman test was employed to determine whether fixed, random, or pooled panel regression 

models should be adopted. 

Research Design 

A research design is a procedure for choosing research participants and gathering data. This study employed an 

ex post facto research design. Ex post facto research design is a systematic empirical study in which the 

independent variables are not subject to direct observer control because they have already arterialized or are not 

naturally manipulable. The study employs this methodology because the researcher is interested in establishing 

the causal relationship between the dependent and independent variables but does not have direct control over 

the independent variables. 

RESULTS AND DISCUSSION OF FINDINGS  

This study adapted the empirical model of Ogbodo and Omonigho (2021), which established how corporate 

governance affect tax avoidance among quoted consumer goods manufacturing companies in Nigeria. The model 

for Ogbodo and Omonigho (2021) was stated below: 

ETRit= β0 + β1CEODit+ β2BSit+ µi +εit 

Eqn 1, Where;  

1. ETR = Effective Tax Rate proxied for Tax Avoidance  

2. CEOD= CEO Duality Proxied for Corporate Governance  

3. BS = Board Size proxied for Corporate Governance   

The Ogbodo and Omonigho (2021) model was modified to introduced additional metrics for corporate 

governance, like board independence and credit risk committee that will enhance sound tax avoidance via 

effective tax rate which were not capture by Ogbodo and Omonigho (2021) and also to suit specific objectives 

of this study. Thus, this justified inclusion of Audit committee Independence, Board Independence and credit 

risk committee in the model of Ogbodo and Omonigho (2021). The adapted model was stated as: 

EFTRit = β0 + β1CEODit+ β2AIit + β3BIit + β4CRCit + µi +εit    

Eqn 2 

Where;  

1. ETR = Effective Tax Rate proxied for Tax Avoidance  

2. CEOD= CEO Duality Proxied for Corporate Governance  

3. AI = Audit Independence proxied for Corporate Governance   

4. BI = Board Independence proxied for Corporate Governance   

5. CRC = Credit Risk Committee proxied for Corporate Governance   

Table 1: Descriptive Statistics 
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Source: Author’s computation (2023) 

The table 1 shown above gives an overview of the main characteristics of the data that was used for the analysis. 

With the exception of CRC, the data for the research variables BI, AI, ETR, and CEOD were not normally 

distributed, according to the Jarque-Bera probability value, which is less than 5%. The study variables' data 

distribution was not normally distributed, according to the Jarque-Bera probability. 

Table 2:  Panel Regression  

 

Source: Author’s Computation (2023) 

The appropriateness of the Fixed Effect and Random Effect Analysis methods was evaluated using the Hausman 

Test. The outcomes, detailed in Table 2, suggest that the Fixed Effect estimator is the most fitting choice based 

on the null hypothesis, which asserts the existence of unaccounted variations in the model coefficients. 

Consequently, the study rejects this null hypothesis at a significance level lower than 5 percent. 

The explanatory power Adj.R2 of corporate governance measures (CEOD, AI, BI and CRC) had combined effect 

on ETR (Effective Tax Rate) proxies for deposit money bank tax avoidance using fixed panel regression was 

0.56. This means that just 56.0% deviation in the ETR is explained through the joint influence of corporate 

governance indicators (CEOD, AI, BI and CRC) while the remaining 44 percent is affected by external causal 

variables that fall beyond the scope of this study. Looking at the F-statistics results with a p-value of 0.00 (0 

percent), it indicates that the combined impact of the explanatory variables (CEOD, AI, BI, and CRC) 

significantly influences the dependent variable (ETR), which serves as a proxy for bank tax avoidance. The 

probabilities and the signs of the t-statistics as shown in Table 2 indicated that CEOD (t-stat =3.69, p-value = 

0.09 > 0.05 but less than 10% level of significance); AI with (t-stat = 3.16, p-value = 0.03 < 0.05);  BI with (t-

stat = 6.71, p-value = 0.00 < 0.05);  and CRC (t-stat = 4.67, p-value = 0.02 < 0.05) have favourable influence on 

the Effective Tax Rate (ETR) of selected deposit money banks in Nigeria. Looking at the fitness of the regression 

model for the study, the F-statistics is 86.67, while the p-value of the F-statistics is 0.00, which is less than the 

level of significance of 0.05 used in this study and indicated that the model is well fitted and corporate 

governance indicators used combinely explained tax avoidance proxied with ETR. Thus, this study rejected the 

null hypothesis which state that corporate governance measures (CEOD, AI, BI and CRC) do not significantly 

affect effective tax rate (ETR) of selected deposit money banks in Nigeria. 

The results of the study were consistent with the findings of Bala, Sani& Umar, Salim. (2023), Ogbodo and 

Omonigho (2021), Amidu, Kwakye, Harvey, and Yorke (2016), Annuar, Salihu, and Obid (2014), Kovermann 

and Velte (2019), Aburajah, Maali, Jaradat, and Alsharairi (2019), Bessem, Jabr, and Aris (2020), Edwin, and 

Victor (2019), Ezejiofor, and Ezenwafor (2021) among others supported this study finding that corporate 

governance measures (CEOD, AI, BI and CRC) affect effective tax rate, thus null hypotheses rejected. 

Organisations should endeavour to improve their corporate governance ethics in order to experience this effect.  
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CONCLUSION 

The relationship between corporate governance and the effective tax rate was examined in this study. It was 

discovered that company governance and tax avoidance are related. The effective tax rate was found to be 

positively impacted by the CEO duality, board independence, audit committee independence, and credit risk 

committee. Nonetheless, we found that in organizations with strong board governance, the overall impact of tax 

avoidance eroding company value and reputation is decreasing. 

The study assesses the connection between corporate governance at Deposit Money Bank (DMB) and tax 

avoidance. This study supports the hypothesis that good business governance might lessen tax avioidance. By 

including both internal and external stakeholders, effective company governance can improve the supervisory 

role and reduce the danger of tax fraud. Agents may decide to forego taxes to a different degree than principals 

due to agency conflicts. Therefore, in order to address these problems, corporate governance is necessary. 

Generally speaking, implementing sound corporate governance procedures is linked to corporate accountability 

for safeguarding shareholder interests, including corporation tax compliance. It is asserted that managers of well-

managed businesses are more motivated than those of badly managed businesses to abstain from tax avoidance 

or tax sheltering. 

RECOMMENDATIONS 

This research aims to ascertain whether corporate governance components influence tax avoidance. Many 

corporate governance principles were established, including board independence, credit risk committee, CEO 

duality, and board audit committee independence. The research's assumptions state that corporate governance 

methods positively affect how compliant a corporation is with tax laws.Because of this, companies should 

encourage the growth of strong board governance to discourage managers from pursuing aggressive tax planning 

that may ultimately jeopardize reputation and long-term stability of the firm. This study's scope is constrained 

by its exclusive emphasis on samples from the banking sector. It is advised that more data be gathered from 

different industries for research reasons. 
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