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Abstract 

This study investigated the relationship between institutional ownership and corporate tax obligations of listed industrial goods 

companies in Nigeria. Using an ex post facto research design, data were collected from nine companies selected through purposive 

sampling, ensuring they met compliance standards within the 2020–2023 period. The analysis employed descriptive and inferential 

statistics, including correlation and panel least squares regression. The findings reveal a positive and significant relationship 

between institutional ownership and corporate tax obligations, indicating that higher levels of institutional ownership are 

associated with increased tax compliance. Additionally, firm size emerged as a significant predictor of corporate tax obligations, 

with larger firms demonstrating a higher tax burden, likely due to their substantial taxable income. The study provides practical 

and policy implications by highlighting the role of institutional ownership in promoting transparency and governance, thereby 

enhancing tax compliance. It recommends fostering institutional investment through supportive policies and implementing tailored 

tax compliance frameworks to address the complexities of larger firms. By aligning tax strategies with institutional oversight, 

regulators can improve tax revenue collection while ensuring equitable corporate contributions. The findings contribute to the 

literature on corporate tax compliance and ownership structure, offering valuable insights for corporate managers, institutional 

investors, and policymakers. 
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1. INTRODUCTION 
Corporate entities operate in a dynamic environment shaped by 

various economic, regulatory, and social factors. These entities are 

subject to pressures from both internal and external stakeholders, 

whose interests must be aligned to ensure sustainable growth. The 

interplay between corporate governance and stakeholder 

expectations has made ownership structure a significant area of 

academic and practical interest. Effective governance mechanisms 

are required to balance competing interests, drive performance, and 

ensure accountability in the global market (Jensen & Meckling, 

1976). Ownership structure significantly influences corporate 

performance and governance. Companies with concentrated 

ownership often experience direct oversight, which can streamline 

decision-making processes. In contrast, companies with dispersed 

ownership may require robust governance frameworks to align the 

interests of diverse shareholders. The ownership arrangement also 

affects the allocation of resources and managerial accountability, 

shaping both short-term performance and long-term strategic 

direction (Berle & Means, 1932). This diversity in ownership 

arrangements underscores the need for mechanisms that ensure 

accountability and safeguard the interests of minority shareholders. 

The regulatory environment is another critical determinant of 

corporate governance practices. Governments and regulatory 

bodies establish frameworks that dictate how entities operate, 

ensuring transparency and protecting investor interests. These 

frameworks include disclosure requirements, board composition 

mandates, and shareholder rights provisions. Adherence to these 

regulations enhances trust among stakeholders, fostering a 

conducive environment for investment and growth. Furthermore, 

regulatory oversight mitigates risks associated with unethical 

practices and ensures the alignment of corporate objectives with 

societal values (Shleifer & Vishny, 1997). In addition to regulatory 

measures, market forces significantly shape corporate behavior. 

Competitive pressures compel firms to adopt governance practices 

that enhance efficiency and innovation. Companies that fail to meet 

market expectations risk losing investor confidence, which can 

adversely affect their valuation and growth prospects. Stakeholder 

activism also plays a critical role in holding corporations 

accountable. Shareholders, consumers, and advocacy groups 

increasingly demand transparency, environmental responsibility, 

and ethical practices, influencing corporate strategies and policies 

(Freeman, 1984). Within this complex governance framework, 

institutional ownership emerges as a key factor influencing 

corporate decision-making. Institutional investors, such as pension 

funds, mutual funds, and insurance companies, hold significant 

equity stakes in corporate entities. Their substantial financial 

investments and long-term interests position them as powerful 

stakeholders capable of influencing strategic decisions. 

Institutional ownership is often associated with enhanced 

governance practices, as these investors advocate for transparency, 

accountability, and value creation. Their active participation in 

board meetings and shareholder resolutions further underscores 

their role in driving corporate governance (Gillan & Starks, 2003). 

Corporate tax obligations represent a critical aspect of a firm's 

financial responsibilities and its relationship with the government. 

Taxes are not only a source of revenue for public expenditure but 

also a means through which governments regulate corporate 

behavior and promote economic stability. Firms are required to 

comply with tax laws, which mandate the accurate reporting of 

income, timely payment of taxes, and adherence to regulations 

governing deductions and credits. Compliance with tax obligations 

reflects a firm’s commitment to ethical business practices and 

helps avoid legal penalties that may arise from tax evasion or 

aggressive tax planning (Hanlon & Heitzman, 2010). The corporate 

tax burden can significantly influence a firm’s strategic and 

operational decisions. High tax rates may prompt companies to 

adopt strategies aimed at minimizing tax liability, such as profit 

shifting, tax havens, or the restructuring of business operations. 

Conversely, firms may seek to align their tax strategies with 

corporate social responsibility (CSR) initiatives to enhance their 

reputation and legitimacy among stakeholders. The interplay 

between corporate tax obligations and governance mechanisms is 

evident in the way firms navigate complex tax environments to 

balance shareholder returns with societal expectations for 

transparency and equity in tax contributions (Desai & Dharmapala, 

2006). 

Institutional ownership introduces a unique dynamic to the tax 

behavior of firms. Institutional investors, such as pension funds 

and mutual funds, often prioritize transparency and long-term 

value creation, which may influence a firm’s approach to tax 

obligations. These investors tend to advocate for compliance with 

tax regulations to minimize risks associated with reputational 

damage or regulatory penalties. Furthermore, institutional investors 

frequently demand greater disclosure of tax policies and practices, 

pushing firms toward more responsible tax strategies. Their 

oversight and active involvement in corporate governance create an 

environment where tax compliance becomes a key indicator of 

good governance and ethical business conduct (Hoskisson et al., 

2002). The connection between corporate tax obligations and 

institutional ownership is grounded in the broader objectives of 

governance and accountability. Firms with significant institutional 

ownership are often subject to heightened scrutiny, as institutional 

investors monitor management’s actions closely to safeguard their 

investments. This heightened oversight can lead to more prudent 

tax practices, aligning with the interests of both shareholders and 

regulatory authorities. 

2. STATEMENT OF THE PROBLEM 

AND HYPOTHESES 

FORMULATION 
Corporate tax obligations are a central aspect of corporate 

governance, shaping the financial and ethical conduct of firms. 

Prior studies have extensively explored how firms approach tax 

compliance and the strategies employed to reduce tax liabilities. 

Hanlon and Heitzman (2010) highlight that corporate tax planning 

ranges from legal tax avoidance to aggressive tax strategies, which 

often test the boundaries of tax regulations. While such practices 

can enhance profitability, they may also expose firms to legal 

penalties and reputational risks. Similarly, Desai and Dharmapala 

(2006) examine how corporate tax strategies influence firm 

valuation, arguing that tax planning can create a trade-off between 

shareholder value and corporate social responsibility. However, 

while these studies offer insights into the intricacies of tax 

behavior, they rarely explore how ownership structure influences 

tax obligations. 

The governance framework within which firms operate 

significantly impacts their tax behavior. Chen et al. (2010) argue 

that strong governance mechanisms reduce the likelihood of 

aggressive tax planning, as such practices may conflict with the 

interests of key stakeholders. Moreover, studies such as Hoskisson 

et al. (2002) emphasize the role of governance in ensuring 

transparency and compliance with regulatory requirements. 
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Despite the extensive literature on governance and corporate tax 

obligations, few studies have investigated how specific elements of 

governance, such as institutional ownership, shape firms’ tax 

strategies. This oversight limits our understanding of the broader 

implications of ownership structure on corporate tax behavior. 

Institutional ownership is an important dimension of corporate 

governance, characterized by the significant influence institutional 

investors have on corporate decision-making. Gillan and Starks 

(2003) suggest that institutional investors, due to their financial 

clout and long-term orientation, often advocate for ethical and 

transparent practices, including tax compliance. However, the 

relationship between institutional ownership and corporate tax 

obligations remains underexplored. While there is evidence that 

institutional investors influence financial reporting and operational 

efficiency, their role in shaping tax behavior is less clear, 

particularly in the context of firms operating in emerging 

economies. 

In Nigeria, corporate tax obligations present unique challenges due 

to complex tax regulations and enforcement mechanisms. Studies 

by Okoye et al. (2019) and Uwuigbe et al. (2021) have explored 

tax compliance and its determinants among Nigerian firms, noting 

that regulatory inefficiencies and managerial opportunism often 

lead to tax avoidance and evasion. However, these studies 

primarily focus on the general factors influencing tax compliance, 

such as firm size and industry characteristics, without delving into 

the influence of ownership structure. This creates a significant gap 

in the literature, as the governance role of institutional investors in 

shaping tax obligations remains largely unexamined in the 

Nigerian context. 

Hypotheses 

Ho1. There is no significant relationship between institutional 

ownership and corporate tax obligations of listed firms in Nigeria. 

Ho2. There is no significant relationship between institutional 

ownership and firm size of listed firms in Nigeria. 

3. LITERATURE REVIEW 
Ownership Structure 

Ownership structure refers to the distribution of equity ownership 

in a firm, which determines who has control, decision-making 

power, and financial interest in the organization. The concept has 

evolved significantly, influenced by the growth of corporate 

governance practices and capital markets. Traditionally, firms were 

owned and managed by individual entrepreneurs or families, but 

the rise of public corporations has introduced diverse ownership 

forms, including individual shareholders, institutional investors, 

and government ownership. The ownership structure plays a 

pivotal role in shaping corporate objectives, governance 

mechanisms, and overall performance (Berle & Means, 1932). 

Scholars categorize ownership structure into two broad types: 

concentrated and dispersed ownership. Concentrated ownership is 

characterized by a few individuals or entities holding significant 

shares, often resulting in direct control over management. 

Dispersed ownership, on the other hand, involves a wide 

distribution of shares among numerous small shareholders, with 

limited influence on management decisions. Each type of 

ownership structure presents unique governance challenges. 

Concentrated ownership may lead to better oversight but risks 

minority shareholder oppression, while dispersed ownership 

demands robust governance frameworks to align management's 

actions with shareholder interests (Shleifer & Vishny, 1997). The 

ownership structure of a firm significantly influences its strategic 

decisions, financial performance, and risk tolerance. For instance, 

family-owned businesses often prioritize long-term sustainability 

over short-term profits, while institutional ownership tends to 

emphasize accountability and shareholder value. Additionally, 

ownership structure affects resource allocation, capital structure, 

and corporate transparency. Firms with dominant owners are often 

more risk-averse and focused on stability, while those with diverse 

ownership may adopt aggressive growth strategies to satisfy 

broader shareholder expectations (Claessens et al., 2000). 

In the Nigerian context, ownership structures are influenced by the 

regulatory environment, cultural factors, and the maturity of capital 

markets. Many firms exhibit concentrated ownership, with family-

owned enterprises and government-controlled corporations being 

prevalent. However, the growing presence of institutional investors 

has introduced new dynamics, enhancing governance and driving 

accountability. The interplay between traditional ownership forms 

and emerging governance practices continues to shape the 

corporate landscape in Nigeria. Despite its significance, the 

relationship between ownership structure and firm outcomes 

remains an area of active research. While some studies suggest that 

concentrated ownership improves performance through effective 

monitoring, others argue that it may stifle innovation and exploit 

minority shareholders. This ongoing debate highlights the 

complexity of ownership structure and its multifaceted impact on 

corporate governance and performance (Jensen & Meckling, 

1976). 

Institutional Ownership 

Institutional ownership refers to the equity stakes held by large 

financial institutions, such as mutual funds, pension funds, 

insurance companies, and hedge funds, in corporate entities. The 

emergence of institutional ownership is closely linked to the 

growth of financial markets and the professionalization of 

investment management. Institutional investors now play a critical 

role in corporate governance, given their substantial financial 

stakes and ability to influence management decisions. Their 

presence has redefined shareholder activism, bringing 

professionalism and accountability to corporate boardrooms 

(Gillan & Starks, 2003). The growing influence of institutional 

ownership is evident in their active participation in corporate 

decision-making. Unlike individual shareholders, institutional 

investors possess the resources and expertise to analyze complex 

corporate strategies and hold management accountable. This 

oversight often results in enhanced governance practices, such as 

improved financial disclosure, ethical compliance, and better risk 

management. Moreover, institutional investors have the capacity to 

engage in shareholder activism, advocating for policies that align 

with long-term value creation (Shleifer & Vishny, 1997). 

Institutional ownership has been associated with numerous benefits 

for corporate entities. Studies indicate that firms with significant 

institutional ownership tend to exhibit higher levels of 

transparency, reduced agency costs, and improved financial 

performance. Institutional investors often demand robust 

governance frameworks, pushing firms toward more ethical 

practices and sustainable strategies. However, their focus on short-

term returns can sometimes conflict with long-term corporate 

goals, creating a delicate balance between accountability and 

growth (Bushee, 1998). 

In developing markets like Nigeria, institutional ownership is 

steadily gaining prominence as capital markets mature and 
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regulatory frameworks evolve. Institutional investors are beginning 

to shape corporate behavior, advocating for improved governance 

practices and ethical conduct. Their influence is particularly critical 

in addressing governance challenges, such as managerial 

opportunism and weak regulatory enforcement. By driving 

accountability and promoting transparency, institutional ownership 

holds significant potential for transforming the Nigerian corporate 

landscape. Despite its advantages, the impact of institutional 

ownership is not uniformly positive. Excessive influence by 

institutional investors may lead to managerial entrenchment or the 

prioritization of short-term gains over long-term sustainability. 

This duality underscores the need for a balanced approach, where 

institutional investors act as stewards of corporate value while 

respecting the autonomy of management (Chen et al., 2007). 

Corporate Tax 

Corporate tax is a mandatory financial charge imposed by 

governments on the profits generated by corporate entities. It 

serves as a crucial revenue source for public expenditure, funding 

essential services such as infrastructure, education, and healthcare. 

The concept of corporate taxation dates back to the early 20th 

century, evolving alongside the growth of modern corporations and 

the need for equitable revenue systems. Today, corporate tax 

policies vary significantly across jurisdictions, influenced by 

economic priorities, regulatory frameworks, and global trade 

dynamics (Auerbach, 2006). The role of corporate tax extends 

beyond revenue generation, functioning as a tool for economic 

regulation. By adjusting tax rates and offering incentives, 

governments can influence corporate behavior, encouraging 

investment, job creation, and innovation. For instance, tax holidays 

and reduced rates are often used to attract foreign direct investment 

(FDI), while penalties and audits deter tax evasion. Corporate tax 

policies also reflect broader societal values, addressing income 

inequality and ensuring a fair distribution of fiscal responsibility 

(Desai & Dharmapala, 2006). 

Corporate tax compliance is a complex process, involving accurate 

reporting, adherence to regulations, and strategic tax planning. 

While firms aim to minimize tax liability to maximize shareholder 

returns, aggressive tax strategies can lead to reputational damage 

and regulatory penalties. Studies suggest that firms with strong 

governance structures are more likely to exhibit responsible tax 

behavior, balancing profitability with ethical obligations. This 

interplay between corporate governance and tax compliance 

highlights the importance of transparency and accountability in 

financial practices (Hanlon & Heitzman, 2010). In Nigeria, 

corporate taxation faces unique challenges, including regulatory 

inefficiencies, widespread tax evasion, and a significant informal 

sector. The Nigerian government has implemented various reforms 

to address these challenges, such as digitizing tax administration, 

expanding the tax base, and enforcing stricter compliance 

measures. Despite these efforts, corporate tax revenue remains 

suboptimal, highlighting the need for effective governance and 

institutional accountability to ensure firms fulfill their tax 

obligations (Oladipupo & Obazee, 2016). 

Institutional investors, known for their emphasis on transparency 

and ethical practices, often demand responsible tax behavior from 

the firms in which they invest. Their active oversight reduces 

opportunities for tax evasion and aggressive tax planning, aligning 

corporate actions with regulatory expectations. However, the 

extent of this influence varies depending on the regulatory 

environment and market dynamics. 

Agency Theory 

Agency theory, developed by Jensen and Meckling (1976), is a 

foundational concept in corporate governance that explores the 

relationship between principals (owners or shareholders) and 

agents (managers) within a firm. The theory posits that conflicts 

often arise between these two parties due to differences in 

objectives, information asymmetry, and risk preferences. Principals 

aim to maximize their wealth, while agents may pursue personal 

interests, leading to agency problems such as shirking 

responsibilities or engaging in self-serving behavior. This theory is 

particularly relevant to studies on ownership structure and 

corporate governance, as it highlights the need for effective 

monitoring mechanisms to align the interests of principals and 

agents. The key assumptions of agency theory is the presence of 

agency costs, which arise from the efforts required to monitor 

agents, incentivize performance, and mitigate opportunistic 

behavior. These costs include monitoring expenses, bonding costs, 

and the residual loss incurred when the actions of agents deviate 

from the best interests of principals. Institutional ownership has 

been identified as a potential solution to agency problems, as 

institutional investors possess the resources and expertise to 

monitor managerial actions effectively, thereby reducing agency 

costs and promoting alignment between owners and managers 

(Shleifer & Vishny, 1997). 

In the context of corporate tax obligations, agency theory provides 

valuable insights into how ownership structure can influence tax 

compliance. Managers may engage in aggressive tax strategies to 

boost short-term profitability or to enhance their personal financial 

rewards, potentially exposing the firm to regulatory penalties and 

reputational risks. Institutional investors, acting as vigilant 

principals, often demand greater transparency and accountability in 

financial practices, including tax compliance. Their involvement 

can serve as a check on managerial opportunism, ensuring that 

firms adhere to tax regulations while maintaining long-term value 

creation (Hanlon & Heitzman, 2010). 

The application of agency theory in developing economies like 

Nigeria is particularly significant due to unique governance 

challenges, such as weak regulatory enforcement, corruption, and 

limited shareholder activism. Institutional ownership in Nigerian 

firms has the potential to mitigate these issues by introducing 

professional oversight and advocating for ethical practices. By 

reducing the likelihood of tax evasion and aggressive tax planning, 

institutional investors contribute to enhancing corporate 

accountability and compliance with tax obligations. This aligns 

with the broader goals of sustainable governance and fiscal 

responsibility in emerging markets. Despite its strengths, agency 

theory is not without limitations. Critics argue that it assumes a 

purely economic view of human behavior, overlooking the 

influence of social and cultural factors on principal-agent 

relationships. Additionally, the theory focuses primarily on 

conflicts between owners and managers, often neglecting the 

interests of other stakeholders, such as employees, creditors, and 

regulators. These limitations suggest the need for complementary 

theories, such as stakeholder theory, to provide a more 

comprehensive understanding of corporate behavior and 

governance (Eisenhardt, 1989). 

Prior Studies 

Olowokere and Akanbi (2017) conducted a study to investigate the 

determinants of corporate tax compliance in Nigeria, focusing on 

listed companies across various sectors. The study adopted a 

descriptive research design and utilized secondary data obtained 
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from the annual financial reports of 50 listed firms for the period 

2010–2015. The authors applied panel regression techniques to 

analyze the influence of firm size, profitability, and leverage on tax 

compliance. Their findings revealed that larger firms were more 

compliant with corporate tax regulations due to increased scrutiny 

from tax authorities and stakeholders. Similarly, profitable firms 

displayed higher compliance levels as they sought to maintain their 

corporate reputation. However, firms with high leverage were less 

compliant, suggesting that financial constraints may influence tax 

evasion behaviors. The study recommended enhanced tax 

enforcement strategies and increased transparency in tax 

administration to improve compliance levels. 

Hanlon and Hoopes (2018) explored the relationship between 

corporate governance structures and corporate tax aggressiveness 

in the United States. The study employed a sample of 1,200 firms 

listed on the S&P 500 Index, using data spanning from 2005 to 

2016. The researchers adopted a mixed-methods approach, 

combining quantitative analysis with qualitative interviews of tax 

professionals. They found that firms with strong governance 

mechanisms, such as independent boards and institutional 

ownership, exhibited lower levels of tax aggressiveness. The study 

also highlighted the moderating role of regulatory enforcement, 

noting that stricter regulations reduced the tendency for aggressive 

tax strategies. The authors concluded that institutional ownership 

played a significant role in curbing tax aggressiveness by ensuring 

managerial accountability. The findings underscored the 

importance of aligning corporate governance policies with tax 

compliance frameworks. 

Egbunike and Okoye (2019) examined the impact of tax incentives 

on corporate tax compliance in Nigerian manufacturing firms. The 

study focused on 30 firms listed on the Nigerian Stock Exchange, 

utilizing data from 2008 to 2017. Using a combination of 

descriptive statistics and multiple regression analysis, the 

researchers assessed the relationship between tax holidays, 

investment allowances, and compliance behavior. The findings 

indicated that tax incentives positively influenced compliance, with 

firms benefiting from tax holidays demonstrating higher adherence 

to tax laws. However, the study also noted that excessive reliance 

on incentives could undermine tax revenue generation. The authors 

recommended that policymakers adopt a balanced approach to 

granting incentives, ensuring they align with national development 

goals without compromising revenue collection. 

Amidu et al. (2020) investigated the determinants of corporate tax 

compliance among Ghanaian firms, with a focus on the role of 

institutional ownership. The study analyzed data from 100 firms 

across various sectors over a five-year period (2013–2018). The 

researchers employed a Tobit regression model to examine the 

effects of ownership structure, profitability, and firm size on tax 

compliance. The results revealed that institutional ownership 

positively influenced compliance, as institutional investors 

demanded greater accountability and transparency in financial 

reporting. Profitability also emerged as a significant determinant, 

while firm size had no significant effect. The study emphasized the 

importance of strengthening institutional ownership to promote tax 

compliance and recommended the implementation of policies that 

encourage long-term institutional investment in the Ghanaian 

corporate sector. 

Ahmed and Mohamed (2020) conducted a study on the relationship 

between corporate social responsibility (CSR) and tax compliance 

among listed firms in Egypt. The study utilized data from 60 firms 

for the period 2010–2018, adopting a quantitative approach. The 

researchers applied fixed-effects regression analysis to examine the 

influence of CSR initiatives on tax compliance. Their findings 

showed a positive relationship, indicating that firms engaged in 

CSR activities were more likely to comply with tax regulations. 

The study attributed this behavior to the reputational benefits of 

CSR, which motivated firms to act ethically in their tax practices. 

The authors recommended that tax authorities leverage CSR as a 

tool for enhancing compliance, suggesting that incentives for CSR 

engagement could lead to higher tax revenue. 

Owolabi and Adebayo (2021) investigated the effect of tax audit 

practices on corporate tax compliance in Nigeria. The study 

focused on 50 listed firms in the financial and manufacturing 

sectors, using secondary data from 2010 to 2019. The researchers 

employed a difference-in-differences (DID) methodology to 

evaluate the impact of tax audits before and after their 

implementation. The results indicated that tax audits significantly 

improved compliance levels, particularly among firms with weak 

internal control systems. The study also found that firms with 

institutional ownership were less likely to engage in tax evasion, as 

institutional investors acted as effective monitors of financial 

practices. The authors recommended that tax authorities adopt 

proactive audit practices and collaborate with institutional 

investors to enhance compliance. 

Xu and Wang (2021) explored the effect of ownership structure on 

corporate tax avoidance in China, focusing on the role of 

institutional investors. The study analyzed data from 500 publicly 

listed firms between 2008 and 2018. Using a generalized method 

of moments (GMM) approach, the researchers assessed the 

relationship between institutional ownership, managerial 

ownership, and tax avoidance. The findings revealed that 

institutional ownership reduced tax avoidance practices, while 

managerial ownership had a positive relationship with tax 

avoidance. The study highlighted the role of institutional investors 

in promoting ethical financial practices and reducing agency 

conflicts. The authors recommended that regulatory authorities 

encourage institutional investment as a strategy to improve 

corporate tax compliance in China. 

Aliyu and Lawal (2021) examined the role of tax policy reforms on 

corporate tax compliance in Nigerian firms. The study focused on 

40 listed companies from 2012 to 2020, employing a mixed-

methods approach. The quantitative analysis used panel regression, 

while qualitative data were obtained through interviews with tax 

officials. The findings indicated that tax policy reforms, such as the 

introduction of the Integrated Tax Administration System (ITAS), 

significantly improved compliance levels. Institutional ownership 

was found to complement these reforms by enhancing transparency 

and monitoring. The study recommended that policymakers 

continue to refine tax policies while fostering institutional 

ownership to sustain compliance improvements. 

Shahzad and Ahmed (2022) conducted a study on the relationship 

between corporate governance and tax compliance among 

Pakistani firms. The study utilized data from 150 listed firms 

between 2010 and 2020, employing panel data regression 

techniques. The findings revealed that institutional ownership and 

board independence positively influenced tax compliance, while 

managerial ownership had a negative effect. The study emphasized 

the role of institutional investors in promoting ethical tax practices 

and reducing agency problems. The authors recommended that 

corporate governance policies prioritize institutional ownership to 
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enhance tax compliance and foster sustainable development in 

Pakistan. 

Eze and Nwafor (2022) analyzed the determinants of corporate tax 

compliance among Nigerian manufacturing firms, focusing on the 

role of corporate governance structures. The study used data from 

35 listed firms for the period 2015–2020, applying fixed-effects 

regression analysis. The findings showed that board independence, 

institutional ownership, and audit committee effectiveness 

positively influenced compliance levels. The study also noted that 

firms with higher leverage were less compliant, highlighting the 

need for financial stability to support compliance efforts. The 

authors concluded that corporate governance reforms should 

prioritize institutional ownership and independent board structures 

to improve tax compliance among Nigerian firms. 

4. METHODOLOGY 
The research design adopted for this study is ex post facto, a design 

that investigates cause-and-effect relationships between variables 

by analyzing data collected after the events have occurred. The 

population of the study consists of 11 industrial goods companies 

listed on the Nigerian Stock Exchange (NGX). These companies 

were selected due to their representation of the industrial goods 

sector, which is vital for the country’s economy. From this 

population, a sample of 9 companies was chosen. The sample 

selection was based on the criteria that the firms selected should 

not have any compliance issues related to tax obligations. This was 

done to ensure that the study focused on firms that adhere to 

corporate tax regulations, thereby providing a clearer view of how 

institutional ownership influences corporate tax obligations without 

the confounding effect of non-compliance. Secondary data were 

collected from the annual financial reports of the selected firms 

over a period of four years. The data include variables related to 

institutional ownership, tax obligations, and other relevant 

financial metric (firm size). For the method of data analysis, both 

descriptive and inferential analysis were employed. Descriptive 

statistics were used to summarize and present the data, while 

inferential analysis, specifically correlation analysis, was applied. 

The model is constructed as follows: 

TCO = β0 + β1IO + β2FSize + ϵ  

Where: 

TCO = Corporate Tax Obligation for firm 

IO = Institutional Ownership for firm 

FSiz = Firm Size as control variable measured by total assets 

β0 = Intercept term (constant) 

β1,β2 = Coefficients for each independent variable 

ϵ = Error term, accounting for unobserved factors 

5. RESULTS, IMPLICATIONS 

RECOMMENDATIONS 

Descriptive Statistics Result 

 CURTAX INSOWN FMSZ 

 Mean  1371601.  1022306.  1.77E+08 

 Median  374960.5  240683.5  10320998 

 Maximum  13564271  6749973.  1.22E+09 

 Minimum  8622.000  480.0000  1029847. 

 Std. Dev.  2507529.  2084793.  3.23E+08 

 Skewness  3.481824  2.352581  1.727887 

 Kurtosis  16.78447  6.721602  4.786978 

 Jarque-Bera  357.7559  53.98332  22.70348 

 Probability  0.000000  0.000000  0.000012 

 Sum  49377624  36803004  6.38E+09 

 Sum Sq. Dev.  2.20E+14  1.52E+14  3.64E+18 

 Observations  36  36  36 

Source: E-view 8 

The descriptive statistics table provides an overview of the dataset 

for corporate tax (CURTAX), institutional ownership (INSOWN), 

and firm size (FMSZ) for 36 observations. The mean value for 

corporate tax is 1,371,601, indicating that on average, the selected 

firms have a corporate tax obligation of approximately 1.37 million 

units. Institutional ownership has a mean value of 1,022,306, 

suggesting that the average institutional ownership across the firms 

is slightly above 1 million units. Firm size has the largest mean 

value of 1.77E+08 (177 million), reflecting the substantial scale of 

operations in the sampled industrial goods companies. The median 

values for CURTAX, INSOWN, and FMSZ are 374,960.5, 

240,683.5, and 10,320,998, respectively, showing that half of the 

firms fall below these thresholds, with CURTAX and INSOWN 

exhibiting significant deviations from their means. 

The maximum and minimum values reveal a wide range in the 

dataset. For corporate tax, the maximum value is 13,564,271, while 

the minimum is 8,622, highlighting a disparity in tax obligations 

among the firms. Similarly, institutional ownership ranges from 

480 to 6,749,973, and firm size spans from 1,029,847 to 1.22E+09 

(1.22 billion), indicating significant variability in ownership 

structure and operational scale. The standard deviation for 

CURTAX and INSOWN, 2,507,529 and 2,084,793 respectively, is 

high relative to their means, underscoring the data's dispersion. For 

firm size, the standard deviation of 3.23E+08 (323 million) 

suggests even more pronounced variability, which is consistent 

with the high maximum value. 

The skewness and kurtosis metrics further describe the data 

distribution. Corporate tax is positively skewed (3.481824), 

suggesting that most firms have tax obligations below the mean, 

with a few outliers on the higher end. INSOWN (2.352581) and 

FMSZ (1.727887) are also positively skewed, indicating a similar 

trend of concentration below the mean with some extreme values. 

The kurtosis values for CURTAX (16.78447), INSOWN 

(6.721602), and FMSZ (4.786978) exceed the threshold for normal 

distribution (kurtosis of 3), pointing to leptokurtic distributions 

with heavy tails. The Jarque-Bera test confirms the non-normality 

of all three variables with probabilities of 0.000000 for CURTAX 

and INSOWN and 0.000012 for FMSZ, suggesting significant 

deviations from a normal distribution in the data. 

Regression Analysis Result 

Dependent Variable: CURTAX   

Method: Panel Least Squares   
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Date: 12/09/24   Time: 15:48   

Sample: 2020 2023   

Periods included: 4   

Cross-sections included: 9   

Total panel (balanced) observations: 36  

     

     

Variable Coefficient Std. Error t-Statistic Prob.   

     

     

INSOWN 0.112560 0.159696 0.704838 0.0459 

FMSZ 0.005661 0.001032 5.485745 0.0000 

C 253570.1 308981.0 0.820666 0.4177 

     

     

R-squared 0.519442     Mean dependent var 1371601. 

Adjusted R-squared 0.496378     S.D. dependent var 2507529. 

S.E. of regression 1593065.     Akaike info criterion 31.47987 

Sum squared resid 8.37E+13     Schwarz criterion 31.61183 

Log likelihood -563.6377     Hannan-Quinn criter. 31.52593 

F-statistic 26.85739     Durbin-Watson stat 1.493908 

Prob(F-statistic) 0.000000    

     

Source: E-view 8 

The results indicate that institutional ownership (INSOWN) has a positive coefficient of 0.112560, suggesting that higher institutional ownership 

is associated with higher corporate tax obligations. However, the t-statistic for INSOWN is 0.704838, and the associated p-value is 0.0459, 

indicating that the relationship is statistically significant at the 5% level but relatively weak. This suggests that while institutional ownership 

influences tax obligations, its impact is limited. Firm size (FMSZ) shows a highly significant positive relationship with corporate tax obligations, 

with a coefficient of 0.005661 and a t-statistic of 5.485745 (p-value of 0.0000). This result highlights that larger firms tend to have higher tax 

obligations, likely due to their larger taxable income bases and regulatory exposure.  

The goodness-of-fit metrics show that the model explains a reasonable portion of the variation in corporate tax obligations. The R-squared value 

is 0.519442, meaning approximately 52% of the variation in corporate tax obligations is explained by the independent variables. The Adjusted 

R-squared of 0.496378 accounts for the number of predictors and further confirms the model’s explanatory power. The F-statistic is 26.85739 

with a p-value of 0.000000, indicating that the overall model is statistically significant. The Durbin-Watson statistic of 1.493908 suggests some 

evidence of positive autocorrelation in the residuals, which might warrant further investigation. 

Correlation Analysis Result 

Correlation Analysis  

Date: 12/09/24   Time: 15:44  

Sample: 2020 2023   

Included observations: 36  

    

    

Correlation   

t-Statistic   
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Probability CURTAX  INSOWN  FMSZ  

CURTAX  1.000000   

 -----    

 -----    

    

INSOWN  0.521923 1.000000  

 3.567797 -----   

 0.0011 -----   

    

FMSZ  0.783398 0.588084 1.000000 

 7.349656 4.239724 -----  

 0.0000 0.0002 -----  

    

Source: E-view 8 

The correlation analysis examines the strength and direction of the 

relationships between corporate tax obligations (CURTAX), 

institutional ownership (INSOWN), and firm size (FMSZ). The 

results indicate a moderate positive correlation between CURTAX 

and INSOWN, with a correlation coefficient of 0.521923. This 

implies that as institutional ownership increases, corporate tax 

obligations tend to rise. The relationship is statistically significant, 

as evidenced by a t-statistic of 3.567797 and a p-value of 0.0011, 

confirming that this correlation is unlikely to be due to random 

chance. The relationship between CURTAX and FMSZ is stronger, 

with a correlation coefficient of 0.783398, suggesting a robust 

positive association between firm size and corporate tax 

obligations. This strong correlation indicates that larger firms tend 

to pay higher taxes, likely due to their greater profitability and 

larger taxable bases. The statistical significance of this relationship 

is confirmed by a t-statistic of 7.349656 and a p-value of 0.0000, 

demonstrating a highly reliable relationship. 

Additionally, the correlation between INSOWN and FMSZ is 

0.588084, indicating a moderate positive relationship between 

institutional ownership and firm size. This suggests that larger 

firms are more likely to have higher levels of institutional 

ownership, which could reflect the attractiveness of larger firms to 

institutional investors due to their stability and growth potential. 

This correlation is also statistically significant, with a t-statistic of 

4.239724 and a p-value of 0.0002.  

Implications 

The findings of this study have significant practical implications 

for corporate managers, institutional investors, and policymakers. 

The positive relationship between institutional ownership and 

corporate tax obligations suggests that companies with substantial 

institutional ownership may face increased scrutiny in tax 

compliance. This reveals the role of institutional investors in 

promoting transparency and governance, which can lead to more 

accurate tax reporting. Managers should recognize that institutional 

ownership is not only a source of capital but also a driver of 

corporate accountability, necessitating robust financial and tax 

management practices to meet the expectations of these 

stakeholders. 

From a policy perspective, the study provides insights for 

regulators and tax authorities. The strong association between firm 

size and corporate tax obligations highlights the importance of 

tailoring tax policies to address the complexities of larger firms. 

Policymakers might consider implementing differentiated tax 

compliance frameworks that ensure fairness while minimizing 

compliance burdens for smaller firms. Moreover, the significant 

role of institutional ownership in shaping corporate behavior 

suggests that policies encouraging institutional investment could 

indirectly enhance corporate tax compliance, strengthening the 

overall tax revenue base. 

The study has implications for tax enforcement strategies. Tax 

authorities can leverage the findings to identify firms with higher 

institutional ownership or larger sizes as potential candidates for 

targeted audits or enhanced compliance monitoring. For 

institutional investors, the findings reinforce their influence in 

shaping corporate governance practices, including tax compliance. 

Recommendations 

Strengthening Institutional Oversight: Given the positive 

relationship between institutional ownership and corporate tax 

obligations, companies should foster an environment that 

promotes institutional investment. Firms should prioritize 

transparency and strong corporate governance practices to 

attract institutional investors who can play a critical role in 

enhancing compliance with tax obligations.  

Tailored Tax Policy for Larger Firms: The significant 

correlation between firm size and corporate tax obligations 

indicates the need for differentiated tax compliance 

frameworks. Policymakers should design tax policies that 

address the unique challenges of larger firms, ensuring they 

are equipped to comply without excessive administrative 

burdens. This may involve implementing advanced reporting 

requirements or digital compliance tools tailored for large-

scale operations.  

REFERENCES 

1. Ahmed, R., & Mohamed, H. (2020). Corporate social 

responsibility and tax compliance: Evidence from listed 



DOI: 10.5281/zenodo.14998184 9 

 

firms in Egypt. Journal of Accounting and Taxation, 

12(4), 89–102. 

2. Aliyu, A., & Lawal, I. (2021). Tax policy reforms and 

corporate tax compliance in Nigerian firms: A mixed-

methods approach. Nigerian Journal of Economic 

Studies, 23(2), 45–67. 

3. Amidu, M., Coffie, W., & Acquah, J. (2020). 

Determinants of corporate tax compliance in Ghana: The 

role of institutional ownership. African Journal of 

Business and Economic Research, 15(3), 102–122. 

4. Berle, A. A., & Means, G. C. (1932). The modern 

corporation and private property. Macmillan. 

5. Chen, K. Y., Chen, Y. H., & Cheng, K. W. (2010). 

Corporate governance and tax avoidance: Evidence from 

Taiwan. Corporate Governance: An International 

Review, 18(6), 545-564. 

6. Desai, M. A., & Dharmapala, D. (2006). Corporate tax 

avoidance and firm value. The Review of Economics and 

Statistics, 88(1), 537-547. 

https://doi.org/10.1162/rest.88.1.537 

7. Desai, M. A., & Dharmapala, D. (2006). Corporate tax 

avoidance and firm value. The Review of Economics and 

Statistics, 88(4), 537-549. 

8. Egbunike, C. F., & Okoye, E. I. (2019). Tax incentives 

and corporate tax compliance in Nigerian manufacturing 

firms. International Journal of Finance and Accounting, 

8(1), 34–47. 

9. Eisenhardt, K. M. (1989). Agency theory: An assessment 

and review. The Academy of Management Review, 

14(1), 57-74. 

10. Eze, N. D., & Nwafor, P. O. (2022). Corporate 

governance and corporate tax compliance in Nigerian 

manufacturing firms. Journal of Financial Studies and 

Research, 14(1), 56–78. 

11. Freeman, R. E. (1984). Strategic management: A 

stakeholder approach. Pitman Publishing. 

12. Freeman, R. E. (1984). Strategic management: A 

stakeholder approach. Boston: Pitman Publishing. 

13. Gillan, S. L., & Starks, L. T. (2003). Corporate 

governance, corporate ownership, and the role of 

institutional investors: A global perspective. Journal of 

Applied Finance, 13(2), 4-22. 

14. Gillan, S. L., & Starks, L. T. (2003). Corporate 

governance, corporate ownership, and the role of 

institutional investors. Handbook of the Economics of 

Finance, 1, 1-60. 

15. Hanlon, M., & Heitzman, S. (2010). A review of tax 

research. Journal of Accounting and Economics, 50(2-

3), 127-178. 

https://doi.org/10.1016/j.jacceco.2010.09.001 

16. Hanlon, M., & Heitzman, S. (2010). A review of tax 

research. Journal of Accounting and Economics, 50(2-

3), 127-178. 

17. Hanlon, M., & Hoopes, J. L. (2018). Corporate 

governance and tax aggressiveness: Evidence from S&P 

500 firms. Journal of Business Finance & Accounting, 

45(7-8), 1234–1262. 

18. Hoskisson, R. E., et al. (2002). Corporate governance 

and organizational performance: A meta-analytic 

review. Academy of Management Journal, 45(5), 1052-

1069. 

19. Hoskisson, R. E., Johnson, R. A., & Moesel, D. P. 

(2002). Corporate governance and firm performance: 

The effects of ownership structure. Academy of 

Management Journal, 45(2), 143-156. 

20. Jensen, M. C., & Meckling, W. H. (1976). Theory of the 

firm: Managerial behavior, agency costs, and ownership 

structure. Journal of Financial Economics, 3(4), 305-

360. https://doi.org/10.1016/0304-405X(76)90026-X 

21. Jensen, M. C., & Meckling, W. H. (1976). Theory of the 

firm: Managerial behavior, agency costs and ownership 

structure. Journal of Financial Economics, 3(4), 305-360. 

22. Okoye, L. U., Nwuche, C. A., & Eke, S. N. (2019). 

Corporate tax compliance in Nigeria: Factors 

influencing tax compliance among firms. International 

Journal of Accounting and Financial Reporting, 9(1), 

233-247. 

23. Olowokere, O., & Akanbi, B. (2017). Determinants of 

corporate tax compliance in Nigeria: Evidence from 

listed firms. Journal of Economics and Taxation, 9(2), 

67–84. 

24. Owolabi, A. J., & Adebayo, T. O. (2021). Tax audit 

practices and corporate tax compliance in Nigeria: A 

difference-in-differences analysis. African Tax Journal, 

6(2), 88–106. 

25. Shahzad, U., & Ahmed, M. A. (2022). Corporate 

governance and tax compliance among Pakistani firms. 

Asian Journal of Management Sciences, 10(4), 205–224. 

26. Shleifer, A., & Vishny, R. W. (1997). A survey of 

corporate governance. The Journal of Finance, 52(2), 

737-783. https://doi.org/10.1111/j.1540-

6261.1997.tb04820.x 

27. Shleifer, A., & Vishny, R. W. (1997). A survey of 

corporate governance. The Journal of Finance, 52(2), 

737-783. 

28. Uwuigbe, U. R., Egbunike, F. M., & Kalu, I. (2021). 

Determinants of corporate tax compliance in Nigeria: 

Evidence from selected firms. Journal of Accounting and 

Taxation, 13(2), 27-38. 

https://doi.org/10.5897/JAT2021.0410 

29. Xu, Y., & Wang, Z. (2021). Ownership structure and 

corporate tax avoidance: The moderating role of 

institutional investors in China. China Journal of 

Accounting Studies, 9(3), 178–198. 

 

 

https://doi.org/10.1162/rest.88.1.537
https://doi.org/10.1016/j.jacceco.2010.09.001
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.1111/j.1540-6261.1997.tb04820.x
https://doi.org/10.1111/j.1540-6261.1997.tb04820.x
https://doi.org/10.5897/JAT2021.0410

