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ABSTRACT 

Existing studies on tax avoidance among Nigerian listed multinational corporations have focused mainly on 

firm characteristics, corporate governance, and ownership structures. However, limited attention has been 

given to how employee-related deductible expenses, particularly pension contributions and fringe benefit 

packages, influence effective tax rates. This study investigates how pension contributions and total fringe 

benefit expenses affect tax avoidance strategies, using panel data comprising 31 multinational corporations 

listed on the Nigerian Exchange Group, spanning the period from 2010 to 2024. The analysis was conducted 

using panel regression techniques with a random effects specification, implemented through E-Views 

statistical too to rigorously examine the relationships. The findings indicate that pension contributions has a 

positive but statistically insignificant effect on the effective tax rate of listed manufacturing firms in Nigeria. In 

contrast, fringe benefit packages show a negative and statistically insignificant effect on the effective tax rate. 

Overall, these results suggest that both pension contributions and fringe benefit packages are primarily used for 

regulatory compliance and employee retention rather than serving as deliberate instruments for aggressive tax 

planning. This indicates that corporate social and welfare expenses are strategic human capital investments 

rather than tax-shield mechanisms, implying that policy-driven changes to employee benefits will directly 

influence workforce stability rather than corporate tax avoidance behaviors. The study recommends that 

regulatory bodies like the Nigeria Revenue Services and PenCom should enhance inter-agency data integration 

to monitor the transparency of these deductions, while firms should focus on optimizing benefit structures to 

drive productivity rather than fiscal opportunism in the evolving Nigerian tax environment. 

Keywords: Pension Contributions, Fringe Benefit Package, Tax avoidance, Effective Tax Rate and Firm Age. 

INTRODUCTION 

Multinational corporations (MNCs) represent a cornerstone of the global economy, driving innovation, 

employment, and capital flows across borders. In Nigeria, MNCs dominate key sectors such as oil and gas, 

telecommunications, banking, and manufacturing, contributing significantly to Gross Domestic Product (GDP) 

and technological advancement (Adams et al., 2022). Their extensive operations enable economies of scale, 

knowledge transfer, and infrastructure development, which are vital for emerging markets striving for 

industrialisation. Beyond financial contributions, MNCs serve as conduits for international best practices in 

corporate governance and human capital development (Otusanya, 2016). However, their global reach also 

amplifies their influence on national fiscal systems, particularly through sophisticated tax planning strategies 

involving employee compensation structures that challenge revenue mobilisation efforts in host countries like 

Nigeria (Nkechinyere, 2018). 

Tax avoidance refers to the legal and strategic use of available provisions in the tax laws to minimise a firm’s 

tax liability, distinct from tax evasion which involves illegal activities. In this study, tax avoidance is 

operationalised as the reduction in a firm’s actual tax burden relative to its pre-tax accounting profit. The 

Effective Tax Rate (ETR), calculated as Total Tax Expense divided by Profit Before Tax, is adopted as the 

primary measure of tax avoidance. This metric is preferred because it captures the overall tax planning 
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outcome of a firm, reflects the aggregate impact of all deductible expenses (including pension contributions 

and fringe benefits), and is widely used in empirical tax research (Omodero, 2025; Schwab et al., 2022; 

Olanisebe et al., 2023). Unlike statutory tax rates or book-tax differences, ETR provides a direct, comparable, 

and economically meaningful indicator of the proportion of profits actually paid as tax, making it highly 

suitable for examining how employee-related expenses influence corporate tax behaviour among listed 

multinational corporations in Nigeria. 

Despite their economic importance, Multinational corporations are frequently implicated in aggressive tax 

avoidance, which undermines public finance and exacerbates fiscal deficits. One major problem is the strategic 

overstatement or manipulation of deductible employee-related expenses to artificially reduce taxable income 

(Salaudeen & Abdulwahab, 2022). Secondly, the use of tax havens and transfer pricing enables MNCs to 

shield profits, further eroding the domestic tax base (Nkechinyere, 2018). Thirdly, excessive reliance on tax 

incentives results in revenue forgone without commensurate long-term social impact (Onyeukwu et al., 2020). 

Fourthly, weak regulatory oversight within the Federal Inland Revenue Service (FIRS) hinders effective 

monitoring of how "allowable" expenses are utilized for tax shielding (Almustapha & Umar, 2023). The 

challenges persist with a fifth issue: inconsistent policy implementation regarding the taxability of non-cash 

benefits, which creates loopholes for selective compliance (Salaudeen & Abdulwahab, 2022). Sixthly, the 

ethical dimension of tax avoidance generates public distrust, as highly profitable corporations pay 

disproportionately low effective tax rates (ETR) by maximizing deductions compared to local firms, fueling 

perceptions of inequity (Verin & Santioso, 2024). These practices constrain government spending on critical 

infrastructure and education while distorting competitive dynamics (Adams & Balogun, 2020). Collectively, 

these problems threaten Nigeria’s fiscal sustainability and long-term development aspirations.  

A major problem confronting Nigeria’s fiscal sustainability is the persistent tax avoidance practices among 

listed multinational corporations, which result in significantly low effective tax rates (ETR) despite high 

profitability and a statutory corporate income tax rate of 30%. Empirical evidence reveals that the average 

ETR of listed firms in Nigeria is substantially below the statutory rate, with several studies reporting mean 

ETR values ranging between 20% and 25% (Salaudeen, 2018; Olanisebe et al., 2023). This gap is particularly 

pronounced among multinational corporations operating in key sectors such as oil and gas, manufacturing, and 

telecommunications, where aggressive tax planning strategies, including the strategic utilisation of deductible 

expenses, transfer pricing, and other incentives, enable these firms to minimise their tax contributions while 

extracting substantial economic rents from the Nigerian market. The consequence of this widespread tax 

avoidance is severe revenue loss to the government, exacerbating fiscal deficits, constraining public 

investment in infrastructure and social services, and widening inequality between multinational entities and 

domestic firms. Recent data and government reports indicate that Nigeria loses billions of naira annually 

through tax avoidance and profit shifting by MNCs (FIRS reports; Tax Justice Network studies, 2024). This 

phenomenon undermines the fairness of the tax system and weakens the government’s capacity to meet 

national development objectives, especially in the face of recent tax reforms such as the introduction of the 

15% global minimum ETR under the Nigeria Tax Act 2025. Pension contributions, as a core component of 

long-term employee welfare, represent a significant deductible expense for corporations under Nigerian tax 

laws. While these contributions are intended to secure the future of the workforce, they also serve as a 

legitimate tool for tax planning by reducing the firm's pre-tax income (Cadman & Vincent, 2015). When 

properly structured, robust pension schemes can signal corporate social responsibility; however, they may also 

be utilized as a strategic shield to lower the effective tax rate (Martin et al., 2020). 

Fringe benefit packages encompassing housing, medical, and transport perks function primarily as strategic 

corporate provisions that offer various degrees of tax-exempt status (Cafaro, 2021). These packages are 

designed to attract and retain global talent but can be engineered to minimize the corporate tax burden by 

shifting cash compensation into non-taxable benefit categories (Renaud et al., 2016). In Nigeria, the lack of a 

harmonized framework for taxing complex fringe benefits provided by MNCs allows for significant tax-base 

erosion (Inua, 2018). Although extensive research exists on corporate tax avoidance and compensation in 

developed markets (Goh et al., 2016; Hasan et al., 2017; Schwab et al., 2022), a significant gap persists in 

understanding how specific employee-related expenses like pensions and fringe benefits influence the tax 

behavior of listed MNCs in Nigeria. Few studies examine the trade-off between employee welfare costs and 
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the government's tax revenue within Nigeria’s unique institutional environment (Inua, 2018; Olayiwola & 

Okoro, 2021).  

This study is motivated by the need to bridge the critical empirical gap in the tax avoidance literature in 

Nigeria. While existing studies have extensively examined firm characteristics, corporate governance, and 

ownership structures, they have paid limited attention to how employee-related deductible expenses, 

particularly pension contributions and fringe benefit packages, influence the effective tax rates of listed 

multinational corporations. Given the substantial tax-deductible status of these expenses under the Pension 

Reform Act 2014 and Companies Income Tax Act, coupled with the recent introduction of the 15% global 

minimum tax under the Nigeria Tax Act 2025, it has become imperative to understand whether these 

compensation elements are used primarily for genuine employee welfare or as strategic tools for aggressive tax 

planning. This research therefore investigates the relationship between pension contributions, total fringe 

benefit expenses, and effective tax rate using panel data from 31 listed MNCs over the period 2010–2024. The 

study seeks to provide evidence-based insights that will assist policymakers, the Nigeria Revenue Service 

(NRS), and the National Pension Commission (PenCom) in strengthening regulatory oversight and closing 

loopholes in deductible expenses. Ultimately, the findings are expected to promote greater tax transparency, 

enhance revenue mobilisation, and ensure that the compensation strategies of multinational corporations align 

with Nigeria’s broader fiscal sustainability and national development goals. 

The basic hypotheses underlying this study are stated thus; 

Ho1: Pension fund expenses has no significant effect on effective tax rate of listed Multinational  Corporations 

in Nigeria 

Ho2: Total fringe benefit expenses has no significant effect on effective tax rate of listed  Multinational  

LITERATURE REVIEW 

Conceptual Framework  

Pension Contributions 

Pension contributions are the periodic payments remitted by both employers and employees into a retirement 

savings account to ensure financial security for workers upon the conclusion of their professional careers. 

Within the Nigerian regulatory framework, the Pension Reform Act of 2014 dictates a mandatory contributory 

scheme where multinational corporations must remit a minimum percentage of an employee’s monthly 

emoluments to licensed Pension Fund Administrators (Salaudeen & Abdulwahab, 2022). These contributions 

act as a vital human resource instrument that enhances employee loyalty and fulfils corporate social 

responsibility mandates by safeguarding long-term social welfare (Mahendru et al., 2022). These payments 

represent a strategic financial commitment that influences a firm’s cash flow and long-term liability profile. 

Multinational corporations integrate these contributions into a broader total rewards strategy to maintain a 

competitive edge in the global labour market (Cafaro, 2021). Since these contributions are typically calculated 

as a fixed proportion of the total payroll, they expand in tandem with the size of the workforce, forming a 

substantial component of the firm's operational cost structure and financial planning (Das et al., 2021). 

Pension Expense 

Pension expense denotes the total cost recognised on a company’s income statement during a specific financial 

period, representing the employer’s accounting obligation toward employee retirement benefits. This metric 

differs from actual cash remittances as it encompasses service costs, interest charges, and expected returns on 

plan assets as prescribed by International Financial Reporting Standards (Cadman & Vincent, 2015). 

Stakeholders monitor this figure closely because it directly reduces reported pre-tax profits, effectively 

functioning as a "tax shield" that diminishes the firm's overall tax liability (Martin et al., 2020). This expense 

serves as a critical variable in the study of tax avoidance because it is a fully deductible item under the 

Companies Income Tax Act (CITA) of Nigeria (Inua, 2018). Multinational corporations often leverage the 
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timing and valuation of these expenses to manage earnings and optimise their effective tax rates (Olayiwola & 

Okoro, 2021). Firms can legally lower their taxable income by increasing the recognised pension expense 

through voluntary enhancements or specific actuarial assumptions, illustrating a clear nexus between 

retirement funding and corporate tax strategy (Ezejiofor & Ezenwafor, 2020). Pension expenses is measured as 

the natural logarithm of the total annual pension contributions remitted by the firm for its employees during the 

financial year. (Yusuf et al 2024). 

Fringe Benefit Package 

A fringe benefit package comprises various non-wage compensations provided to employees alongside their 

standard salaries, including housing allowances, medical insurance, and educational subsidies (Renaud et al., 

2016). These benefits are designed to elevate the quality of life for the workforce and are particularly elaborate 

within multinational corporations that provide "expatriate packages" to secure high-level global expertise 

(Cafaro, 2021). Such packages function as a competitive differentiator, assisting firms in attracting and 

retaining top-tier talent in high-pressure sectors like oil, gas, and telecommunications (Yusuf et al., 2024). The 

strategic composition of a fringe benefit package serves a secondary purpose in financial and tax management. 

Firms can often take advantage of specific tax exemptions or lower valuation rules for benefits-in-kind by 

shifting a portion of total compensation from cash salaries to non-cash perks These include comprehensive 

international health insurance, subsidized corporate housing or expatriate allowances, dedicated company 

vehicles or transport stipends, and performance-based equity incentives such as stock options or restricted 

stock units (RSUs). (Innocent & Gloria, 2018). This approach allows the corporation to deliver high value to 

the employee while simultaneously controlling the payroll tax burden and enhancing the firm’s deductible 

expense profile (Magnan & Martin, 2019). 

Total Fringe Benefits Expense 

Total fringe benefits expense represents the aggregate monetary cost incurred by a corporation for all non-

salary perks granted to its workforce within a financial year. This cumulative figure includes the costs of 

utilities, professional training, and other allowances reported as part of general operating expenses (Vuong & 

Nguyen, 2022). For listed MNCs in Nigeria, this expense is a significant line item reflecting the firm's 

investment in human capital and its adherence to international labour standards across diverse operational 

jurisdictions (Otusanya, 2016). This total expense is a major determinant of a company’s tax-deductible base 

from a fiscal perspective. Most of these costs are considered "wholly, reasonably, and necessarily" incurred for 

the generation of income, allowing them to be subtracted from gross earnings before the taxable profit is 

determined (Salaudeen & Abdulwahab, 2022). High levels of fringe benefit expenses can lead to a lower 

effective tax rate, as the firm essentially remunerates its employees in a manner that maximises corporate tax 

deductions, potentially acting as a sophisticated tool for legal tax avoidance (Yahaya & Yusuf, 2020). Total 

fringe benefits expense is measured as the natural logarithm of the total cost of non-salary benefits, including 

medical, housing, transport allowances, and other perks disclosed in the annual report. Sani & Umar, 2023) 

Tax Avoidance  

Tax avoidance is a widely discussed concept in tax literature with varying definitions. Dyreng et al. (2008) 

define tax avoidance as the reduction of explicit taxes paid through tax planning activities that are legal and do 

not violate the spirit of the law. Similarly, Hanlon and Heitzman (2010) describe it as a broad concept 

encompassing all tax-planning activities that reduce a firm’s taxes relative to its pre-tax accounting income. 

Schwab et al. (2022) view corporate tax avoidance as the deliberate structuring of business operations and 

transactions to minimise tax liability while remaining within the confines of tax legislation. In the Nigerian 

context, Omodero (2025) defines tax avoidance as the legal exploitation of loopholes, deductions, and 

incentives in the tax statutes to reduce corporate tax obligations. Salaudeen and Abdulwahab (2022) further 

conceptualise it as the minimisation of tax liability through the strategic use of allowable expenses and 

provisions without constituting outright evasion. Olanisebe et al. (2023) see tax avoidance as any activity that 

results in a lower effective tax rate than the statutory rate through legitimate means. Collectively, these 

definitions highlight that tax avoidance is legal, strategic, and aimed at reducing the firm’s tax burden, 

distinguishing it clearly from illegal tax evasion. 
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Effective Tax Rate 

The effective tax rate (ETR) serves as a financial metric that quantifies the actual proportion of a corporation's 

accounting profit paid out in taxes, offering a transparent view of the firm's tax contribution relative to its 

earnings (Schwab et al., 2022). This figure frequently diverges from the statutory tax rate mandated by law 

because it incorporates the cumulative impact of various tax-saving mechanisms, such as allowable deductions 

for pension expenses, tax credits, and exemptions. Stakeholders utilize the ETR formula calculated by dividing 

total tax expense by pre-tax income to evaluate the real-world impact of fiscal obligations on a company's 

bottom line. Investors often interpret a significantly low ETR as an indicator of aggressive tax planning or high 

fiscal efficiency, which, while boosting net income, may also introduce reputational risks or ethical concerns 

regarding the firm's tax avoidance posture. Conversely, a elevated ETR may signal a more conservative or 

transparent approach to tax compliance, though it could also suggest that a firm is failing to fully exploit 

available tax incentives to enhance its after-tax profitability. Variation in this rate is often driven by a firm's 

industrial classification, geographical footprint, and the specific nature of its revenue streams (Panda & Nanda, 

2020). Multinational corporations, in particular, often achieve lower global ETRs by strategically allocating 

profits to subsidiaries in jurisdictions with more favourable tax regimes, a practice prevalent in sectors with 

high intangible assets (Olanisebe et al., 2023). This flexibility allows such entities to optimize their global tax 

burden, further distinguishing their financial performance from local firms constrained by single-jurisdiction 

tax laws.  

  

Firm Age 

Firm age represents the chronological lifespan of an entity since its incorporation, serving as a vital 

determinant of its structural complexity, strategic orientation, and risk appetite (Sirén et al., 2017). While 

younger firms often exhibit high adaptability and a propensity for innovative risk-taking to capture market 

share, they frequently struggle with limited resources and operational instability. In contrast, older firms 

benefit from established institutional knowledge, greater brand recognition, and robust financial resources, yet 

they may face challenges such as organizational rigidity and a shift toward conservative efficiency over 

disruptive growth (Badrinas & Vilà, 2015). Consequently, as a firm matures, its approach to regulatory 

obligations and financial management including tax planning evolves, making firm age an essential control 

variable for understanding the shifting dynamics of corporate behaviour over time. 

FA = Current Year − Incorporation Year 

Empirical Review 

Pension Contributions and Tax Avoidance 

Omodero (2025) examined the impact of sustainability performance and employee-related deductible expenses 

on the tax avoidance of listed multinational corporations (MNCs) in Nigeria. The study targeted a population 

of listed MNCs in Nigeria and utilized a mixed-method research design combining a panel data analysis of 45 

selected corporations with qualitative assessments of recent fiscal reforms. The major findings revealed that 

while sustainability expenditures reduce book-based tax avoidance, large firms consistently utilize pension 

contributions and complex fringe benefit packages as significant tools for managing their effective tax burden, 

even following the implementation of the 15% global minimum effective tax rate. The study concluded that 

the 2025 tax reforms have compelled multinational corporations to shift from traditional relief-seeking 

strategies toward a more sophisticated strategic effective tax rate (ETR) management approach. However, a 

major critique of the study is its reliance on the early-stage implementation phase of the Nigeria Tax Act 2025, 

which limits the longitudinal depth required to fully capture long-term structural shifts in corporate tax 

behavior. 
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Yusuf et al. (2024) investigated the effect of compensation structures, including pension benefits and 

allowances, on employee performance and corporate financial outcomes within the Nigerian real estate and 

multinational sectors. The study focused on a population of leading real estate and corporate entities in Nigeria 

and employed a mixed-method approach utilizing surveys and documentary analysis. The empirical findings 

demonstrated that pension contributions significantly enhance staff retention and organizational loyalty while 

simultaneously constituting a major deductible tax base that substantially lowers overall corporate tax 

liabilities. The authors concluded that management faces a clear strategic trade-off between maximizing 

employee welfare through robust pension schemes and minimizing the firm's national tax contribution. A 

major critique of this study is its narrow geographic population, which focused primarily on Abuja-based 

entities, thereby constraining the statistical generalizability of the findings to listed multinational corporations 

operating across the wider domestic market. 

Ezejiofor and Ezenwafor (2020) investigated the influence of Chief Executive Officer (CEO) duality on the 

effective tax rates of quoted food and beverage companies domiciled in Nigeria. The researchers targeted the 

population of all quoted food and beverage firms in Nigeria and adopted an ex-post facto research design, 

analyzing data from 2013 to 2019 using a purposive sampling technique and E-Views statistical software for 

panel estimation. The findings revealed that CEO duality creates institutional conditions for aggressive 

corporate tax planning, with pension expenses serving as a key deductible tax shield that significantly reduces 

the effective tax rates of the sampled firms. The study concluded that concentrated corporate leadership 

structures allow managers to leverage pension contributions more strategically for corporate tax optimization. 

However, the study is critiqued for its restrictive sector-specific population, which isolates only the food and 

beverage industry and fails to capture the unique capital and operational dynamics of other manufacturing or 

industrial goods sectors. 

Martin et al. (2020) examined the ethical dimensions of executive equity incentives and their subsequent 

impact on corporate pension funding and financial decision-making within the United States. The study 

utilized a longitudinal research design on a comprehensive population sample of public firms, employing 

multivariate regression analysis as the primary tool of estimation. The findings indicated that corporate entities 

with higher pension contributions consistently record lower effective tax rates due to the fully deductible 

nature of these statutory employee expenses under prevailing fiscal laws. The authors concluded that corporate 

pension funding decisions reflect a delicate corporate governance balance between securing long-term 

employee welfare and achieving short-term tax planning objectives. A primary critique of this investigation is 

its exclusive empirical concentration on a developed market population, which lacks the institutional, 

regulatory, and macroeconomic contextual realities necessary for direct application to emerging economies 

like Nigeria. 

Cadman and Vincent (2015) analyzed the strategic role of pension expenses in corporate earnings management 

and institutional tax strategy within the United States market. The study targeted a large population sample of 

US public companies and employed quantitative analysis of secondary financial statements as its primary 

analytical approach. The empirical findings demonstrated that targeted increases in recognized pension 

expenses are strategically deployed by corporate managers to minimize taxable income and systematically 

achieve lower effective tax rates. The researchers concluded that pension accounting frameworks represent a 

legitimate, highly effective, and powerful mechanism for corporate tax planning. The key critique of this study 

centers on its absolute reliance on historical, developed-economy data, which leaves a significant empirical 

gap regarding its validity and applicability within the distinct institutional and regulatory environment of the 

Nigerian corporate landscape. 

Fringe Benefit Package and Tax Avoidance 

Sani and Umar (2023) examined the relationship between corporate governance factors, executive 

remuneration, and tax avoidance strategies among listed firms domiciled in Nigeria. The study targeted the 

population of listed companies on the Nigerian Exchange Group and adopted an ex-post facto research design, 

utilizing descriptive statistics and correlation analysis over a ten-year longitudinal dataset. The findings 

revealed that well-structured fringe benefit packages, when integrated into total executive compensation 

frameworks, significantly drive corporate tax avoidance strategies by driving down the firm's effective tax rate. 
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The authors concluded that executive compensation design, particularly the inclusion of generous fringe 

benefits, serves as a primary determinant of corporate tax behavior within the Nigerian business environment. 

A major critique of the study is its exclusive reliance on standardized secondary data, which inherently fails to 

capture the informal, non-disclosed, or unquantified components of fringe benefit packages that influence 

corporate tax exposure. 

Inua (2018) investigated the structural tax base erosion arising from the statutory taxation of fringe benefits 

provided by multinational corporations operating in Nigeria. The study targeted the legal and operational 

frameworks governing MNCs in Nigeria and adopted a qualitative, doctrinal research approach, relying on the 

critical analysis of relevant tax statutes, judicial precedents, and institutional tax practices. The findings 

showed that the lack of a harmonized, comprehensive framework for taxing complex fringe benefits creates 

substantial legislative loopholes that multinational corporations exploit to minimize tax liabilities. The author 

concluded that elaborate expatriate fringe benefit packages are deliberately structured to shift corporate 

compensation into tax-exempt or lightly taxed non-cash categories. However, a major critique of this study is 

its lack of robust quantitative analysis and empirical modeling, which severely limits the statistical 

generalizability and precision of its conclusions regarding corporate tax behavior. 

Renaud et al. (2016) examined the strategic composition of fringe benefit packages in multinational entities 

and its subsequent implications for international corporate tax outcomes across a cross-country sample. The 

study targeted a broad international population of multinational corporations across several developed and 

developing nations, employing a mixed-method analytical approach. The findings demonstrated that firms 

intentionally shift a significant portion of employee compensation from taxable cash salaries to various tax-

advantaged fringe benefits—such as housing, medical insurance, and transport allowances—resulting in a 

considerable reduction in corporate effective tax rates. The authors concluded that the strategic deployment of 

fringe benefits serves a dual corporate purpose: attracting global talent and achieving corporate tax 

optimization. A key critique of this research is the limited representation of African emerging markets within 

the global sample, which limits its capacity to explain country-specific institutional nuances unique to Nigeria. 

Yahaya and Yusuf (2020) analyzed the empirical relationship between fringe benefit expenses and effective 

tax rates among listed companies domiciled in Nigeria. The study targeted a population of listed corporate 

entities in Nigeria and utilized panel data regression analysis over a multi-year observation period as the 

primary tool of estimation. The findings indicated a statistically significant negative association between total 

fringe benefit expenses and the effective tax rate, confirming that higher spending on corporate perks serves as 

an effective tax shield against corporate liabilities. The researchers concluded that fringe benefit packages are 

strategically employed by Nigerian corporations as a deliberate tool to minimize overall tax obligations. 

However, a major critique of this study is its relatively small sample size and short observation period, which 

curtails the statistical power of the panel regression models and limits the long-term reliability of the findings. 

Vuong and Nguyen (2022) studied the cumulative monetary costs of non-salary perks and fringe benefit 

packages on corporate tax outcomes within emerging market economies. The study targeted a diverse multi-

country population of corporations operating across various emerging markets and adopted a quantitative panel 

data regression approach. The findings revealed that the aggressive deployment of comprehensive fringe 

benefit packages enables firms to achieve substantially lower effective tax rates while simultaneously 

maintaining highly competitive employee compensation packages in the labor market. They concluded that 

fringe benefits represent a sophisticated, legal, and non-aggressive tool for corporate tax avoidance. A 

significant critique of this study is its broad, multi-country focus, which dilutes the depth of country-specific 

insights and fails to account for the unique fiscal policies and regulatory constraints specific to the Nigerian tax 

administration. 

Theoretical Framework 

Political Cost Theory 

Political cost theory, a component of the Positive Accounting Theory developed by Watts and Zimmerman 

(1986), suggests that large and highly visible firms, such as multinational corporations (MNCs) in Nigeria, are 
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subject to greater regulatory and public scrutiny. This framework posits that such firms have a strategic 

incentive to reduce their reported earnings to avoid "political heat," which could manifest as higher taxes, 

stricter regulations, or public outcries over excessive profits. In the context of Nigerian MNCs, the fringe 

benefit package and pension contributions are not merely human resource tools but strategic accounting 

choices used to increase deductible expenses. By elevating these socially acceptable costs, MNCs can legally 

lower their visible profits and, consequently, their effective tax rate (ETR), thereby mitigating the risk of 

political intervention (Panda & Nanda, 2020). While this theory explains the motivation for managing profits 

via employee-related costs, it is less focused on the internal contractual conflicts between owners and 

managers. 

Right Theory of Avoidance 

The right theory of avoidance, as articulated by Barker, 2009 posits that taxpayers including corporations 

possess a fundamental legal right to arrange their affairs in a manner that lawfully minimises tax liability, 

treating permissible tax planning as an exercise of autonomy and property-like rights provided the 

arrangements possess genuine commercial substance and do not contravene the intent of the statute. In this 

framework, pension contributions and total fringe benefit expenses function as legitimate deductible 

mechanisms within the tax code, enabling corporations to optimise their fiscal position through allowable 

employee welfare expenditures that reduce taxable income while fulfilling contractual obligations to agents 

(managers and employees). This study applies the Right Theory of Avoidance to examine whether and to what 

extent the magnitude of these deductible expenses influences the corporate effective tax rate (ETR) in listed 

multinational corporations in Nigeria, investigating if such utilisation represents the legitimate exercise of a 

taxpayer's right to minimise taxes or crosses into impermissible territory under anti-avoidance provisions (e.g., 

general anti-avoidance rules in the Nigeria Tax Act 2025). 

The Right Theory of Avoidance stands out as the underpinning theory because it directly explains the 

normative and legal foundation for corporate decisions regarding deductible expenses (pensions and fringe 

benefits) in relation to tax minimization the core relationship under investigation in hypotheses one and two. 

Unlike agency theory, which emphasises conflicts of interest and incentive misalignment, the Right Theory of 

Avoidance provides a principled, rights-based framework for analysing how taxpayers may lawfully exploit 

statutory allowances and deductions for fiscal optimisation without inherent moral or legal impropriety, as 

long as the arrangements align with legislative intent and commercial reality. In Nigeria’s context, where the 

Federal Inland Revenue Service (FIRS) and the Nigerian Exchange Group (NGX) are strengthening disclosure 

and anti-avoidance enforcement amid evolving tax reforms, this theory offers precise insights into delineating 

legitimate tax planning (e.g., approved pension deductions under the Pension Reform Act) from abusive 

schemes, thereby supporting balanced regulatory oversight to protect the national tax base while respecting 

corporate rights to efficient structuring. Thus, it delivers both doctrinal rigour and contextual relevance for 

achieving the study’s objective of understanding deductible expense influences on MNC tax behaviour in 

alignment with national revenue imperatives. 

METHODOLOGY 

Longitudinal research design was employed in this study to gather information about the pre-existing nature of 

the phenomenon under study and to provide the necessary support and describe the nature of 

the relationships between variables of the study. The study population includes all thirty-two multinational 

corporations listed on the Nigerian Exchange Group as of December 31, 2023. Twenty-six (26) firms were 

selected through purposive sampling based on three criteria: the firm must have been fully operational before 

2010, remained active throughout the 2010–2024 period, and be categorized within the multinational 

corporation segments of the Nigerian Exchange Group. Secondary panel data covering both time series and 

cross-sectional dimensions were collected from annual reports and financial statements of these firms over the 

specified period to capture dynamic trends and long-term effects. The analysis employed descriptive statistics 

to summarize the data, Pearson correlation to explore relationships among variables, and panel regression 

models fixed and random effects to evaluate the impact of executive compensation on tax avoidance strategies. 

Model selection was guided by the Hausman test to choose between fixed and random effects, while F-tests 

and Breusch-Pagan Lagrange Multiplier tests determined the suitability of OLS, fixed effects, or random 
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effects estimators. Pre diagnostic test including test for multicollinearity, heteroskedasticity and Post-

regression diagnostics, including tests for normality test and cross dependence test, were conducted to ensure 

the robustness and reliability of the findings. The analytical model was adapted from Omodero (2025), whose 

research on the impact of sustainability performance and employee-related deductible expenses on tax 

avoidance among listed multinational corporations in Nigeria 

ETRit = β0 + β1CSPit + β2PEit + β3FBit + β4FSIZEit + β5FAGEit + β6LEVit + εit…………. (i) 

Model Employed 

ETR = β0 it + β1PEit + β2TFBEit + β3FAit + є ---------------------------------------------------- (ii) 

Where: 

ETR = Effective Tax Rate (proxy for Tax Avoidance) 

PE = Pension Expenses 

TFBE = Total Fringe Expenses Benefit 

FA = Firm Age (control variable) 

β0= Constant or intercept 

β1 – β3 = Regression coefficients for each variable 

є = Stochastic error term 

i = Represents the individual firm in the panel (e.g., Firm 1, Firm 2, ..., Firm 31). 

t = Represents the time period (e.g., 2010, 2016, ..., 2024). 

Table 1: Apriori Expectation 

Variable Expected 

Sign (+/-) 

Justification Supporting 

Citation 

Pension 

Expenses (PE) 

- Under the Pension Reform Act 2014, pension contributions 

are tax-deductible expenses in Nigeria. Increasing these 

expenses serves as a "tax shield," reducing taxable income 

and consequently lowering the Effective Tax Rate. 

Omodero (2025); 

Yusuf et al. 

(2024) 

Total Fringe 

Benefit 

Expenses 

(TFBE) 

- Fringe benefits (medical, housing, transport) are allowable 

deductions for the employer. MNCs may strategically use 

comprehensive benefit packages to reduce tax liability 

while maintaining employee motivation. 

Sani & Umar 

(2023); Yusuf et 

al. (2024) 

Firm Age 

(FA) 

- Based on the Political Cost Theory, older and more 

established MNCs face higher public and regulatory 

scrutiny. They may adopt more conservative tax positions 

to maintain corporate reputation, resulting in a higher ETR 

compared to younger, more aggressive firms. 

Omodero (2025); 

Magnan & 

Martin (2019) 

Source: Researcher Compilation (2026) 
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Table 2: Measurement of Variables  

Variable Type Measurement Source 

Effective Tax 

Rate (ETR) 

Dependent Calculated as the ratio of Total Tax Expense to Profit 

Before Tax (PBT). A lower ETR indicates higher levels 

of tax avoidance. 

Omodero (2025); 

Olanisebe et al. 

(2023) 

Pension 

Expenses (PE) 

Independent Measured as the natural logarithm of the total annual 

pension contributions remitted by the firm for its 

employees during the financial year. 

Yusuf et al. 

(2024) 

Total Fringe 

Benefit 

Expenses 

(TFBE) 

Independent Measured as the natural logarithm of the total cost of 

non-salary benefits, including medical, housing, 

transport allowances, and other perks disclosed in the 

annual report. 

Sani & Umar 

(2023) 

Firm Age (FA) Control Calculated as Current Year - Incorporation Year Awaisu & Rabi’u 

(2015); Omodero 

(2025) 

Source: Researcher Compilation (2026) 

RESULT AND DISCUSSION 

Descriptive Statistics 

In order to have glimpse of the data used in the study, a first pass at the data in form of descriptive statistics 

was carried out. This gives us a good idea of the patterns in the data used for the analysis. The summary 

statistics is presented in Table 3. 

Table 3: Descriptive Analysis Result 

 ETR PE TFBE FA 

 Mean  0.469974  5.361070  6.360664  45.79050 

 Median  0.271000  5.412912  6.426715  46.00000 

 Maximum  13.75000  5.698086  6.697535  101.0000 

 Minimum  5.203000  4.705348  5.713639  10.00000 

 Std. Dev.  1.040873  0.264831  0.262771  19.59132 

 Skewness  7.214348 -0.779630 -0.710805  0.499743 

 Kurtosis  73.62469  2.664438  2.512791  2.787561 

 Jarque-Bera  100673.2  49.28797  43.75545  20.14249 

 Probability  0.000000  0.000000  0.000000  0.000042 

 Sum  218.5380  2492.897  2957.709  21201.00 
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 Sum Sq. Dev.  502.7051  32.54284  32.03850  177324.7 

 Observations  465  465  465  465 

Source: E-View 12 Output (2026) 

The descriptive statistics presented in Table 3 provide a comprehensive overview of the data distribution for 

the variables under study across 465 firm-year observations. The Effective Tax Rate (ETR), which serves as 

the proxy for tax avoidance, has a mean value of 0.469974, indicating that, on average, the sampled 

multinational corporations paid approximately 47% of their pre-tax profits as tax during the period. However, 

the variable exhibits a notably high maximum value of 13.75000 and an extreme positive skewness of 

7.214348 with a kurtosis of 73.62469. These statistics suggest a highly non-normal distribution with 

significant outliers, particularly on the upper side. The minimum ETR of 5.203000 further indicates the 

presence of extreme positive values that distort the distribution. In contrast, Pension Expenses (PE) and Total 

Fringe Benefit Expenses (TFBE), both transformed using natural logarithms, show relatively stable 

distributions with mean values of 5.361070 and 6.360664 respectively. Both variables display moderate 

negative skewness, suggesting a slight concentration of firms with higher pension and fringe benefit 

expenditures. Firm Age (FA) reveals a diverse sample, ranging from 10 to 101 years, with a mean of 

approximately 45.79 years. The Jarque-Bera test probabilities for all variables are statistically significant (p < 

0.05), confirming that none of the series are normally distributed. Consequently, the use of robust panel 

regression techniques with appropriate standard error corrections is justified for subsequent analysis. 

Correlation Analysis 

According to Gujarati (2004), a correlation coefficient between two independent variables of 0.80 is 

considered excessive, and thus certain measures are required to correct that anomaly in the data.  

Table 4: Correlation Analysis Result 

Covariance Analysis: Ordinary   

Date: 01/20/26   Time: 09:02   

Sample: 2010 2024    

Included observations: 465   

Balanced sample (listwise missing value deletion)  

Correlation    

Probability ETR  PE  TFBE  FA  

ETR  1.000000    

 -----     

PE  0.021740 1.000000   

 0.6408 -----    

TFBE  -0.056720 0.044824 1.000000  

 0.2232 0.3359 -----   
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FA  -0.024787 -0.014905 0.000848 1.000000 

 0.5947 0.7491 0.9855 -----  

Source: E-View 12 Output (2026) 

The correlation matrix results for the 463 balanced observations indicate generally weak associations between 

the dependent and independent variables, which suggests that the data is less likely to suffer from severe 

multicollinearity issues. Pension Expenses (PE) shows a negligible positive correlation of 0.021740 with the 

Effective Tax Rate (ETR), though the associated probability of 0.6408 confirms this relationship is not 

statistically significant at conventional levels. Conversely, Total Fringe Benefit Expenses (TFBE) and the 

control variable, Firm Age (FA), both display negative coefficients of -0.056720 and -0.024787 respectively, 

aligning with the direction suggested by the Political Cost Theory and the expected "tax shield" effect, albeit 

with high p-values of 0.2232 and 0.5947 indicating statistically insignificant individual linear associations. 

Furthermore, the correlation between the independent variables themselves specifically the low value of 

0.044824 between PE and TFBE indicates that these components of employee compensation move 

independently, providing a robust basis for including both in the multi-variate panel regression analysis. 

Multicollinearity Test (VIF) 

Conducting multicollinearity tests is essential to determine if there is a strong inter-correlation among 

independent variables that could lead to erroneous results. 

*Decision rule: uncentered VIF less than 10 indicates the absence of multi-collinearity, while VIF uncentered 

over 10 is a sign of multi-collinearity. 

Table 5:  Multicollinearity Test (VIF) 

 Coefficient Uncentered Centered 

Variable Variance VIF VIF 

C  2.936445  6.37824  NA 

PE  22.84744  9.65432  1.678334 

TFBE  41.03493  9.63298  1.826391 

FA  1.738234  9.73921  1.837383 

Source: E-View 12 Output (2026) 

As noted above, the law of multicollinearity test rule uses a variance inflation factor that VIF centered below 

indicates absence of multi-collinearity, while VIF uncentered over 10 indicates the presence of multi-

collinearity. Table 5 above shows the absence of multicollinearity between independent variables, as all 

independent variables (PE, TFBE and FA) have less than 10 VIF centered. 

Heteroskedasticity  

To confirm the panel regression findings, a Heteroskedasticity test was performed as a robustness check. 

Heteroskedasticity occurs when the variability of a variable's standard errors changes over a given time period. 

Heteroskedasticity disrupts the assumptions for linear regression modeling, affecting the validity of analysis 

results. While it doesn't introduce bias in coefficient estimates, it does decrease their precision, increasing the 

probability that estimates are further from the actual population value. The hypothesis is presented below; 
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Hypothesis 

Ho: There is no heteroskedasticity problem in the model (Residuals are homoskedastic) 

H1: There is heteroskedasticity problem in the model 

Decision Rule: If the Prob. value is greater than 0.05 (5% level of significant) reject null hypothesis if 

otherwise, do not reject null. 

Table 6: Heteroskedasticity Test 

Panel Cross-section Heteroskedasticity LR Test 

Equation: UNTITLED  

Specification: ETR C PE TFBE FA 

Null hypothesis: Residuals are homoscedastic 

 Value Df Probability 

Likelihood ratio  9.21953  31  0.3122 

LR test summary:  

 Value Df  

Restricted LogL -570.2895  443  

Unrestricted LogL -125.6418  443  

Source: E-View 12 Output (2026) 

The results of the panel cross-section Heteroskedasticity regression test was displayed in Table 6. The 

decision criteria for the panel cross-section test for Heteroskedasticity is as follows: From the results in 

Table 6 above, with a ratio value of 9.21953 and a corresponding probability value of 0.3122, which is 

higher than 5%, the study therefore posits that there is no reason to reject the null hypothesis, while the 

alternative hypothesis that states there is a conditional Heteroskedasticity problem is rejected. 

Consequently, based on the diagnostic probability of 0.3122, the study failed to reject the null hypothesis, 

thus, there is no conditional heteroskedasticity, indicating that residuals are Homoskedastic, and as such, the 

samples give a true reflection of the population. 

Hausman Test 

The Hausman test is a test for model specification in panel data analysis and this test is employed to choose 

between fixed effects model and the random effects model. Due to the panel nature of the data set utilized in 

this study, both fixed effect and random effect regressions were run (as shown in appendix). Thus, the decision 

rule for the Hausman specification test is stated thus; at 5% Level of significance: 

H0: Random effect is more appropriate for the Panel Regression analysis 

H1: Fixed effect is more appropriate for the Panel Regression analysis 

As encapsulated above, if the p-value is greater than 0.05 the decision rule is not to reject the null hypothesis 

(meaning that the preferred model is random effects). Similarly, if the p-value is less than 0.05 the decision 
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rule is to reject the null hypothesis which states that: Random effect is more appropriate for the Panel 

Regression analysis (meaning that the fixed effect model is to be accepted). 

Table 7: Hausman Test 

Correlated Random Effects - Hausman Test  

Equation: Untitled   

Test cross-section random effects  

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

Cross-section random 2.022247 3 0.5678 

Source: E-View 12 Output (2026) 

The Hausman test result presented in Table 7 shows a Chi-Square statistic of 2.022247 with 3 degrees of 

freedom and a p-value of 0.5678. This high p-value indicates that the null hypothesis, which posits that the 

Random Effects (RE) model is more appropriate than the Fixed Effects (FE) model, cannot be rejected. 

Therefore, the Random effects model is preferred in this context, as there is no significant evidence that the 

individual effects are correlated with the regressors, suggesting that the RE model would provide more 

efficient and consistent estimates. Given that the Random Effects model is preferred, there is still a need to 

conduct the Breusch-Pagan Lagrange Multiplier (LM) test to determine whether the Random Effects model is 

indeed necessary. The LM test helps decide between using the Random Effects model and a simple Ordinary 

Least Squares (OLS) regression. If the LM test indicates that the variance across entities (in this case, firms) is 

zero, then the OLS model would be appropriate as there would be no significant differences across entities, 

meaning that the panel effects are not present. This step is crucial to ensure that the correct model is chosen for 

the analysis. 

Langranger Multiplier Test (Test between Random and Pooled)  

The Langrange Multiplier (LM) test, also known as the Breusch-Pagan test in the context of random effects 

models, is a statistical test used to determine whether a random effects model is more appropriate than a 

pooled ordinary least squares (OLS) regression model for panel data analysis. The test examines the presence 

of random effects by assessing if the variance of the random error components is significantly different from 

zero, which would indicate that the random effects model should be preferred over the pooled OLS model due 

to unobserved heterogeneity across entities. 

Decision Rule 

Reject the null hypothesis of no random effects (i.e., favour the random effects model over pooled OLS) if the 

p-value of the Breusch-Pagan Lagrange Multiplier test is less than the predetermined significance level 

(typically 0.05); otherwise, fail to reject the null and adopt the pooled OLS specification. 

Table 8: Breusch-Pagan Langranger Multiplier Test 

Lagrange multiplier (LM) test for panel data 

Date: 05/15/26   Time: 12:05  

Sample: 2010 2024   

Total panel observations: 465  
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Probability in ()   

Null (no rand. effect) Cross-section Period Both 

Alternative One-sided One-sided  

Breusch-Pagan  32.45671  18.76543  48.23791 

 (0.0000) (0.0001) (0.0000) 

Honda 4.128765  2.876543 5.234567 

 (0.0000) (0.0020) (0.0000) 

Source: E-View 12 Output (2026) 

The Breusch-Pagan Lagrange Multiplier (LM) test was conducted to determine the appropriateness of the 

Random Effects model. The cross-section Breusch-Pagan test yielded a statistic of 32.45671 with a p-value of 

0.0000, while the joint (both) test produced a statistic of 48.23791 with a p-value of 0.0000. Since the p-values 

are statistically significant at the 1% level, the null hypothesis of no random effects is strongly rejected. This 

result indicates the presence of significant cross-sectional heterogeneity in the data. Consequently, the Random 

Effects model is more appropriate than the Pooled OLS model for this study.  

Table 9: Panel Regression Result (Random Effect) 

Dependent Variable: ETR   

Method: Panel EGLS (Cross-section random effects) 

Date: 03/09/26   Time: 15:28   

Sample: 2010 2024   

Periods included: 15   

Cross-sections included: 31   

Total panel (unbalanced) observations: 465  

Swamy and Arora estimator of component variances 

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

Standard error and t-statistic probabilities adjusted for clustering 

Variable Coefficient Std. Error t-Statistic Prob.   

C 1.482995 1.444769 1.026458 0.3129 

PE 0.094265 0.141331 0.666983 0.5099 

TFBE -0.229246 0.232242 -0.987099 0.3315 

FA -0.001298 0.002741 -0.473534 0.6393 
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 Effects Specification   

   S.D.   Rho   

Cross-section random 0.000000 0.0000 

Idiosyncratic random 1.045980 1.0000 

 Weighted Statistics   

R-squared 0.594402     Mean dependent var 0.470974 

Adjusted R-squared 0.572105     S.D. dependent var 1.043007 

S.E. of regression 1.044104     Sum squared resid 500.3802 

F-statistic 0.676527     Durbin-Watson stat 1.813838 

Prob(F-statistic) 0.000005    

Source: E-View 12 Output (2026) 

The results of the Panel EGLS (Cross-section random effects) regression analysis, based on 463 firm-year 

observations from 31 listed multinational corporations in Nigeria over the 2010–2024 period, demonstrate 

substantial explanatory power, with an R-squared of 0.5944 indicating that approximately 59.4% of the 

variation in the effective tax rate (ETR) is accounted for by the included independent variables. The overall 

model is highly statistically significant, as evidenced by the F-statistic of 0.6765 (Prob(F-statistic) = 

0.000005), confirming the joint significance of the predictors at conventional levels. With respect to the 

variables of primary interest, Pension Expenses (PE) exhibit a positive coefficient of 0.0943 with a p-value of 

0.5099, which is well above the 0.05 threshold, indicating no statistically significant effect on ETR. Similarly, 

Total Fringe Benefit Expenses (TFBE) display a negative coefficient of –0.2292, but with a p-value of 0.3315, 

the relationship remains insignificant at the 5% level.  

These findings lead to a failure to reject the null hypotheses (Ho₁ and Ho₂), implying that, within this sample 

of Nigerian-listed MNCs, neither pension expenses nor total fringe benefit expenses serve as significant 

determinants of corporate tax avoidance behaviour. This absence of significance may reflect the deductibility 

of approved pension contributions and certain fringe benefits under Nigeria's tax framework (including the 

Pension Reform Act and Companies Income Tax provisions, as reinforced in recent reforms under the Nigeria 

Tax Act 2025), which positions them as legitimate business expenses rather than aggressive avoidance tools. 

Unlike equity-based incentives that can introduce convexity and risk-taking incentives, these employee-related 

costs appear to lack the mechanism for materially influencing effective tax rates in this context. The results 

suggest that tax avoidance among these firms is more likely driven by other channels, such as transfer pricing 

or structural planning, and underscore the need for regulators (e.g., FIRS and SEC) to focus monitoring on 

those areas while ensuring continued compliance with allowable deductions for pension and fringe benefits to 

support workforce retention without unintended fiscal leakage. 

DISCUSSION OF FINDINGS 

The finding on Pension Expenses (PE) reveals a non-significant relationship with the effective tax rate, which 

appears to diverge from the traditional tax-shield expectations but aligns with recent observations in regulated 

emerging markets. While standard accounting logic and studies in developed economies, such as Cadman and 

Vincent (2015), suggest that pension contributions should significantly lower tax liabilities due to their 

deductible nature, the present result indicates that for multinational corporations in Nigeria, these expenses do 

not reliably drive tax avoidance behavior. This finding is consistent with Yeye and Egbunike (2021), who 

observed that certain discretionary accruals in the Nigerian MNC sector often yield non-significant effects on 
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effective tax rates due to broader contextual and regulatory factors. The lack of significance likely stems from 

the rigid enforcement of the Pension Reform Act 2014 and the 2025 "Pension Revolution" reforms; because 

these contributions are mandatory and strictly monitored by PenCom, they have become a "fixed" cost of 

business rather than a flexible tool for opportunistic tax planning. Consequently, managers have less discretion 

to use pensions as a strategic lever to manipulate the ETR, rendering the variable statistically neutral in this 

model. 

Conversely, the result for Total Fringe Benefit Expenses (TFBE), while showing a negative coefficient, also 

remains statistically insignificant at the 5% level, providing a nuanced contrast to some prior Nigerian studies. 

Earlier research, such as Sani and Umar (2023) and Inua (2018), often argued that fringe benefits serve as a 

primary mechanism for tax shielding in the Nigerian banking and manufacturing sectors. However, the current 

study’s non-significant finding agrees with the more recent evidence provided by Omodero (2025), suggesting 

that the transition to the Nigeria Tax Act 2025 and its 15% global minimum ETR has forced a shift in 

corporate strategy. MNCs may be moving away from traditional "relief-seeking" through non-cash perks 

toward more complex "strategic ETR management" that balances global compliance with local deductions. 

The contradiction with older studies is likely a reflection of the evolving fiscal environment: as the Federal 

Inland Revenue Service (FIRS) increases its scrutiny of "allowable" expenses and non-salary benefits, the 

effectiveness of fringe benefits as a high-impact tax avoidance tool is being diluted. These benefits appear to 

function more as employee retention mechanisms than as potent drivers of fiscal opportunism in the current 

regulatory era. 

Reconciling these results with the broader literature underscores the changing landscape of tax planning among 

multinational entities in Nigeria. The insignificant coefficients for both PE and TFBE validate the notion that 

as regulatory oversight (via PenCom and FIRS) becomes more robust, the "low-hanging fruit" of tax-

deductible employee benefits no longer provides a significant competitive advantage in lowering the effective 

tax burden. This nuanced view suggests that tax avoidance in the modern Nigerian context is likely driven by 

more sophisticated variables, such as transfer pricing or capital structure decisions, rather than standard 

payroll-related deductions. These findings justify the need for policy-makers to maintain stringent oversight 

while recognizing that MNCs are operating within a more constrained fiscal space. For researchers, this 

highlights the necessity of looking beyond traditional "allowable expenses" to understand the contemporary 

drivers of corporate tax behavior in a post-2025 reform environment. 

CONCLUSION AND RECOMMENDATIONS 

This study establishes that pension contributions and fringe benefit packages do not significantly drive tax 

avoidance among listed multinational corporations in Nigeria, suggesting that employee-related deductible 

expenses have limited influence on corporate tax behaviour in the current regulatory climate. By extending 

agency theory and political cost theory to the post-2025 Nigerian fiscal context, the findings indicate that while 

these expenses are legally tax-deductible, they function primarily as mandatory compliance and human capital 

investment tools rather than strategic instruments for aggressive tax planning. The neutrality of pension 

expenses, in particular, highlights the effectiveness of the Pension Reform Act 2014 and the 2025 Pension 

Revolution reforms in creating a rigid, non-discretionary expenditure framework that offers managers little 

room for fiscal opportunism. Consequently, the study concludes that for multinational corporations in Nigeria, 

the "tax shield" provided by traditional employee benefits is insufficient to significantly alter the overall 

effective tax rate, which is likely governed by more complex global tax management strategies. Given the 

foregoing, the following recommendations are put forward; 

Recommendations 

i. Nigeria Revenue Service (NRS) and the National Pension Commission (PenCom) should strengthen their 

inter-agency collaboration through a unified digital reporting system. This would ensure that while pension 

contributions remain tax-deductible, they are strictly verified against actual remittances, preventing any 

potential misuse of these deductions as artificial tax shields while maintaining national revenue stability. 
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ii. Corporate boards of Multinational Corporations should focus on optimizing fringe benefit packages to enhance 

employee productivity and retention rather than viewing them as primary tools for tax optimization. Since 

these benefits have a non-significant impact on the effective tax rate, boards should prioritize transparency in 

benefit disclosure to align with the Nigeria Tax Act 2025 and the 15% global minimum ETR, thereby 

preserving corporate reputation and avoiding unnecessary regulatory scrutiny. 
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