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Abstract

This study examines the impact of gender diversity on tax compliance of non-financial listed
companies in Nigeria. This study employs explanatory sequential design of mixed method to
analyse and interpret the quantitative and qualitative data set. 68 out of 116 non-financial listed
companies from 2004 to 2018 were selected as the final sample based on data availability while
qualitative data was obtained through semi structured interviews on 17 corporate governance
agents (Board of Directors; Key Executive Management; Partners of the big four audit companies;
Academic Scholars; Regulators; Tax Consultants; and Shareholders). A Generalised Least Squares
Regression and Discourse analysis were used to analyse the quantitative and qualitative data
respectively. The combined GLS results (Wald Chi squares) indicates that gender diversity
(J=0.0140; P<0.05) has a statistically significant impact on tax compliance. Majority of the
respondents subscribed to the idea that having adequate women with knowledge, experience and
pedigree will promote the positive tax compliance of listed firms in Nigeria. The study concludes
that gender diversity has a significant impact on tax compliance. The study recommends that the
FRCN should strengthen the existing code of corporate governance to provide for the appointment
of at least, 30% of women of integrity, sufficient knowledge and adequate experience on the board
of listed firms in Nigeria in order to achieve tax compliance.
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INTRODUCTION

The governments of many developed and developing economies have suffered serious tax
revenue loss as a result of tax scandals (Osebe, Kirui & Naibei (2019). However, tax revenue
loss in developing countries by incorporated entities is worse-off and proportionally greater than
the amount in developed countries due to weak corporate governance, weak administration and
the presence of a relatively larger amount of informal transactions in the economy (Obon, Yeye &

Isa, 2013).

Tax compliance which is the accurate calculation of tax liability, timely filing and payment of
due taxes has been difficult to achieve both in developed and developing economies, because
tax payments constitute a substantial reduction in the pre-tax earnings which usually encourage
managerial actions towards different strategic tax behaviours and corporate tax aggressiveness
(Oyeleke, Erin & Emeni, 2016). However, Desai & Dharmapala (2008) assert that, strong
corporate governance can act as a conciliator between managerial opportunism and effective tax
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compliance. The board has been singled out as the most important mechanism of the several
attributes that create good corporate governance; and at the heart of corporate governance
reforms and enhancements is the necessity for an effective board of directors (Salleh & Othman,
2016).

Nevertheless, the failure of the board to discharge its managerial oversight role has been blamed
for the global financial crisis of the last three decades at big global businesses such as Enron in
2001; WorldCom, USA in 2001; Parmalat, Barclay Banks, UK in 2008; Cadbury Nigeria Plc.,
in 1992 and MTN Nigeria Ltd. in 2010 (Monem, 2011, Elghuweel, 2015). This is because the
corporate board has the primary responsibility of ensuring compliance with principles/provisions
of corporate governance, implement policies and put in place processes and systems that ensure
credible financial information for accurate computation and timely payment of tax liability
(Oyeleke, Erin & Emeni, 2016). It also ensures minimisation of the inherent tax risk in the firm
by ensuring that the firm does not engage in activities that are designed primarily to avoid
corporate taxes (Richardson, Taylor & Lanis, 2013).

Sequel to the global financial crisis, the Nigerian Securities and Exchange Commission (SEC)
issued the first governance code in 2003, to guide ethical practices in Nigerian listed companies.
However, the tax non-compliance behaviour resulting in the loss of a colossal amount of tax
revenue in Nigeria, still continues unabated, despite the various tax reforms and series of
corporate governance code released by successive administrations in Nigeria (Uniamikogho,
Bennie & Adeusi). Although, contribution of tax to GDP is commonly low in most developing
countries, (Tanzania 12%, Burkina Faso 11.5%, Ghana 21%, South Africa 25% , Nigeria 6.1%
in 2015) and about half of what is obtainable in the developed countries (France 44.6%, Sweden
45.6%, UK 39%, United State of America 27% in 2015), has nose-dived to 5.7% in 2017 (Price
Water-House Coopers (PWC), 2014, OECD,2019).

The low level of tax compliance in Nigeria cast doubt on the effectiveness and strength of the
board structure currently in vogue in Nigeria. It is therefore imperative to critically examine the
adequacy of board features/composition. Studies have been carried out extensively on other
corporate governance characteristics and tax management, but gender diversity and tax
compliance has been less investigated in literature, in spite of the clarion call for increase in the
percentage of women in the international agenda. Most developed countries (France, Norway,
Spain, Australia, Italy) and some developing countries (India, China, Tunisia and Jordan) are
beginning to legislate for the representation of 40% of women at the board level to achieve good
corporate governance practices (Khaoula & Ali, 2012). Women are generally believed to be tax
compliant, considerate and interpret situations and tax regulations differently when present on the
corporate board (D’Attoma, Volintiru & Steinmo, 2017). Lakhal, 1Aguir, 1Lakhalm, 1&:Malek
1(2015) affirm that more women on corporate boards increases the chance of improving
compliance, profitability, and the image of the organisation as well as adding to shareholders' value
through effective, objective and quality deliberations.
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Majority of the studies (Aliani & Zarai, 2012; ZemZem & Ftouihi, 2013; Boussaidi &Hamed,
2015; Osebe, Kirui & Naibe, 2019 on gender diversity and corporate tax compliance examined)
were carried out mostly in the United States of America (US), France; Tunisia, Australia and
other jurisdictions outside Nigeria. The more similar studies in Nigeria (for instance, Oyeleke,
Erin & Emini., 2016; Oyesola & Adelabu, 2017; Bosun-Fakunle, Josiak & Olowoyo, 2019)
focus virtually on banks and manufacturing sectors and were limited to quantitative analytical
research design. Also, most of these prior studies use effective tax rate (ETR) instead of a more
robust tax proxy that does not suffer from the weakness of accrual accounting. The latest
corporate governance Code in Nigeria (FRCN, 12018) stipulates that the Board should promote
gender diversity in its membership across a variety of attributes relevant for better decision-
making and effective governance. However, the percentage of women with the right
experience, skill and integrity is not specified. Therefore, to resolve this thorny issue, this study
assesses the impact of gender diversity of nonfinancial firms listed on the Nigerian Stock
Exchange (NSE) using Cash Effective Tax Rate (CETR).

To solve this research problem, the relevant research question is: what is the extent of the impact
of gender diversity on tax compliance of non-financial listed companies in Nigeria?

In order to answer the research question, the main objective of the study is to assess the impact
of gender diversity on tax compliance of non-financial listed firms in Nigeria. The specific
objective is to assess the extent of the relationship between gender diversity and tax compliance
of listed firms in Nigeria. The specific objective is achieved through this hypothesis: HO1: There
is no significant relationship between gender diversity and tax compliance of listed companies
in Nigeria. In section 2 of the study, there is a brief review of the theories and empirical
literatures; and in section 3, the methodology is highlighted, while the empirical results and
conclusions are presented in sections 4 and 5, respectively.

LITERATURE REVIEW

Tax Compliance and Non-Compliance

Tax compliance is the willingness of tax payers to act within the spirit as well as the letter of the
law and administration without enforcement (Sapieil, Kaspillai & Eze, 2014). Tax compliance
is the true reporting of the tax base, correct computation of the tax liabilities, timely filing of tax
returns, and timely payment of the amount due as tax. It can be voluntary, enforced and creative
compliance (Alabede, Ariffin & Idris, 2011). Failure to file accurate returns; underreporting of
taxable income; overstating tax claims such as exemptions, expenses etc. and failing to make
timely payment of tax liability is tax non-compliance (Sapieil et al., 2014). Tax noncompliance
could be tax management, tax planning, tax sheltering, tax avoidance, tax evasion and tax
aggressiveness (Oyeleke et al., 2016).

Varying measures of tax compliance exist in literature. These include, Accounting Effective Tax
Rate (total income tax expenses divided by the profit before tax); Current Effective Tax Rate
(ETR) (current-year tax expense divided by the profit before tax); Long Run Cash ETR (the sum
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of cash paid for income taxes over ten years divided by profit before tax over the same period,;
cash taxes paid to the operating cash flow of a firm; Book Tax Difference (BTD) (difference
between accounting income and taxable income) and Permanent BTD (Total book-tax
differences less temporary difference). These proxies have been used extensively in prior studies
(Dyreng, Hanlon, & Maydew, 2008; Hanlon & Heitzman, 2010; Minnick & Noga, 2010;
Oyeleke et al., 2017). Accounting and current ETRs could only capture the nonconforming type
of tax planning and those suffering from the problem of year-to-year volatility. However, long
run cash ETR eliminates volatility associated with the year level measures (Hanlon & Heitzman,
2010).

Gender diversity

It denotes the composition of women on the board of companies. Women may be more
compliant with legal requirements and specifically interested in tax matters when present on
the board (Aliani & Zarai, 2012). Also, it may be suggested that boards having female directors
may promote honesty, high ethical values, greater independent reasoning and more informed
decisions, that may increase the level of transparency at the board level and higher credibility
within the board (Richardson, Lanis & Taylor, 2015). Any increase in the percentage of women
on the board enhances the job of control board and affects tax compliance (Zemzem & Ftouhi,
2013). Despite, the benefits of women on boards, currently, very few corporate boards in
Nigeria have one or two women, while some do not have any.

In general, women play a key role in ensuring compliance when adequately represented on the
board, therefore, inadequate representation of women on the board may be a drawback to
achieving tax compliance 1(Uniamikogbo, Bennee & Adeusi 2019).

Theoretical Framework

The Resource Dependence (RD) theory originated from Jeffrey Pfeiffer and Gerald R Salancik
(Pfeiffer & Salancik, 1978). The theory assumes that: (i) a firm’s external environment comprises
other companies, each with their own interests and objectives; (ii) companies hold power over a
focal company and may constrain its behaviour, if they control resources that are vital to its on-
going operation and cannot be acquired elsewhere. The board is the linkage mechanism that
provides legitimacy, advice and counsel to the firm (Bear, Rahman & Post, 2010). The Resource
Dependence theory supports the appointment of women on the corporate board. The ultimate
objective of this theory is to make management take the right decision in the best interest of the
stakeholders.

Under this theory, reputation is seen as an intangible economic asset engendering the firm's

sustainable competitive advantage. Reputation may facilitate a long-term stakeholder’s

management, which may boost the competiveness of a firm (Leonardi, 2011). When applying a

resource dependence lens to examine the impact of gender diversity on tax compliance of listed

firms in Nigeria, what is borne in mind is that the women on the board of directors monitor and

control the activities of the firm to ensure a symbiotic relationship with the other stakeholders in
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which the government and its agencies are part. This theory is relevant to this study because of
its assumption of the firm as a system interacting with other external systems to maximise the
value of the firm, while minimising the potential risks.

The conceptual framework as shown in Figure 1, indicates the hypothesised model of the
relationship between the dependent and independent variables, inclusive of the control variables:

Independent Variable Dependent Variables

Tax Compliance

Gender Diversity R Cash Effective Tax Rate (CETR)
Control variables
Company Size (CS)

Growth (GRT)
Return on Assets (ROA )

Fig 1: Study Conceptual Model

The conceptual model shows that the independent variable is gender diversity and the dependent
variable is tax compliance as proxied by long run cash effective tax rate (CETR). A set of control
variables was included in this study to allow the control of other specific effects on tax compliance.
This includes company size, corporate performance, financial leverage and growth (Minnick &
Noga, 2010). The conceptual framework shows that gender diversity should have a positive impact
on cash effective tax rate and if that happens, the tax revenue to the government should increase.

Empirical Review

Aliani, Hamid and Zarai (2011) studied diversity in kind of board of directors and tax
management in Tunisia. The regression result finds a negative effect between gender diversity in
the board of directors and tax optimisation. They revealed that women on the board hold back
tax planning strategy within the company, thereby increasing the effective tax rates. Impliedly,
tax planning decreases with the presence of women (especially professionals) on the board of
directors. Also, Khaoula and Ali (2012) examined director attributes on tax management based
on a sample of 32 firms listed on the Tunisian stock exchange market from 2000 to 2007 and the
regression result showed a decrease in tax management with women’s presence on the board of
directors, hence, gender diversity is positively related to tax compliance.



= MALETE JOURNAL OF ACCOUNTING AND FINANCE
A Publication of the Department of Accounting and Finance, Kwara State University, Malete
Vol. 2 No. 2, December, 2021 ISSN: 2735~9603

In contrast, Aliani and Zarai 1(2012) examined the effect of the gender diversification of the board
of directors on corporate tax planning based on a sample of 300 American companies from 1996
to 2009. The panel regression result showed that gender diversity doesn’t have an impact on the
tax planning strategy due to the low percentage of women directors. The result showed that
women may be more compliant with legal requirements and particularly interested in tax matters
when present on the board, while noting the predominance of men in tax planning strategies and
experts in minimising tax burdens. However, it was observed that longer time in reaching
unanimous decisions and frequent conflicts at meetings are associated with gender diverse boards
and can reduce the effectiveness of the board, while increasing the internal dissensions and
constraining the capacity to act. Nevertheless, the study concluded that women are more
compliant than men and interpret situations and tax regulations differently.

Furthermore, Zemzem and Ftouhi (2013) examined the effects of board of directors’
characteristics on tax management based on the analysis of a sample of 73 French firms on the
SBF 120 index for the period 2006-2010. The OLS regression and correlation results confirm that
board diversity decreases the activity of tax management and any increase in the percentage of
women on the board facilitates the job of control board and affects tax compliance. This result was
in line with the study of Francis, Hassan and Rego (2014) who examined whether female CFOs
are less tax aggressive or not in Finland, based on 1974 firm-year observations with 92 cases of
male-to-female transitions, from 1999 to 2007. Using the probability of tax sheltering, the
predicted unrecognised tax benefits, and the discretionary permanent book-tax differences to proxy
tax management, the multiple regression result confirmed that female CFOs are less tax aggressive
than their male counterparts. Moreover, they found that the probability of tax sheltering for firms
under the control of female CFOs is about 117.4% lower than that of firms under the control of
male CFOs. This implies that women promote positive tax compliance.

Similarly, Pavia, Vahamaa and Vahamaa (2014) examined whether or not female Chief
Executive Officer (CEO) and Chairperson of the board are more conservative and risk-averse,
based on a large panel of U.S. commercial banks. They documented that banks with female CEOs
are more conservative and that gender-based behavioural differences between women and men are
exhibited and observed from the decisions made by directors which tend to impact the major
strategic and financial decisions taken. Therefore, it is generally held that where sex is a
consideration, women are often judged more suitable than men. Boussaidi and Hamed (2015)
studied the impact of corporate governance mechanisms on tax management based on a 250 firm-
year dataset of 39 Tunisian listed firms over the 2006-2012 period. The regression result showed
that diversity in gender on corporate board exhibits a positive association with the effective tax
rate.

In agreement with previous studies, Richardson, Lanis and Taylor (2015) investigated the impact

of gender diversity on corporate tax management, based on a sample of 418 US firms covering

2006 to 2009 period (1672 firm-year observations). The ordinary least squares regression results

showed that there is a negative effect and statistically significant association between female

representation on the board and tax management after controlling endogeneity. In conclusion,

boards having female directors may promote honesty, high ethical values, tax compliance, greater
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independent reasoning and more informed decisions, that may increase the level of transparency
at the board level and higher credibility within the board. This outcome was supported by
Richardson, Lanis & Taylor (2016) who examined women on the board of directors and corporate
tax management in Australia, using multivariate regression analysis and also tested for self-
selection bias in the regression model by using the two-stage Heckman procedure and found that
relative to there being one female board member, high (i.e. greater than one member) female
presence on the board of directors reduced the likelihood of tax management. The results were
robust after controlling for self-selection bias and using several alternative measures of tax
aggressiveness.

Oyeleke et al. (2016) observed the relationship between gender diversity of the board and tax
management of banks listed on the Nigerian Stock Exchange (NSE), based on the secondary data
collected from 15 listed banks from 2012 to 2014, using cross sectional time-series research
design as the blue print for data collection and ETR as a proxy for tax management. The fixed
effect panel regression result showed that the women’s presence on the board of directors has a
negative but insignificant effect on managerial tax management in banks. Impliedly, the presence
of women on the board has a positive but insignificant effect on tax compliance in Nigerian
banks. The result was consistent with the women risk aversion’ theory which stipulates that the
different attitude of females to excessive risks can project upon corporate policies and decisions.
However, the low representation of women in executive positions and on the board limits how
their influence is perceived.

Similarly, Oyesola and Adelabu (2017) investigated the impact of corporate governance on tax
management of non-financial listed firms in Nigeria from 2004 to 2014. A sample of fifty firms
of 151 non-financial listed firms covering 10 sectors were purposively selected on stratified
random sampling basis. The GMM regression results showed a significant negative relationship
between board diversity and the tax management of non-financial listed firms in Nigeria. This
depicts a positive relationship with tax compliance. D’Attoma, Volintiru and Steinmo (2017)
investigated tax compliance and gender diversity by exploiting one of the largest tax compliance
experiments conducted in a highly controlled environment of universities in the United States,
the United Kingdom, Sweden, and Italy, during 2013/2014 and 2014/2015 academic years. The
ordinary least squares regression result revealed that women are significantly more compliant
than men in all countries. Furthermore, these patterns are quite consistent across countries. In
other words, the difference between men and women’s behaviour is virtually the same in more
gender-neutral countries than in more traditional societies.

In the same vein, Osebe et al. (2019) investigated the impact of corporate governance on effective
corporate tax rates among listed firms in Kenya, using a longitudinal research design. Board
independence, board gender diversity and corporate ownership structure were used as tax proxies
for corporate governance. The study purposively selected a sample of 40 firms of the 67 listed
firms in Kenya from 2011 to 2017 sourced data from the published financial statements of the
sampled firms were analysed with the aid of STATA software. The result showed that board
gender diversity has a positive and significant effect on ETR. In contrast, Uniamikogbo, Benne
and Adeusi (2019) examined the effect of corporate governance on tax management in Nigeria
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using gender diversity, board size CEO duality and ownership structure to proxy corporate
governance and ETR for tax management, respectively. The study adopted a census sample based
on the entire population of all oil and gas marketing firms in Nigeria as at 31% December 2017,
using the data collected from audited accounts from 2013 to 2017. Descriptive statistics and
ordinary least square regression were adopted for data analysis. The result showed a positive and
significant relationship between gender diversity, board size and tax management. This implies
that gender diversity has negative impact on tax compliance.

Similarly, Bosun-Fakunle, Josiak and Olowoyo. (2019) studied board characteristics and tax
management based on the data sourced from 20 manufacturing firms listed on the Nigerian Stock
Exchange for 10 years (2006-2016), using regression analysis and correlation model to analyse
the data with the aid of SPSS software and it was found that there is no significant relationship
among diversity, board size and board independence; and tax management. Onatuyeh and Odu
(2019) also examined the relationship between corporate board characteristics and tax
management, based on a sample of the audited financial statements of 49 listed manufacturing
firms in Nigeria for the period between 2011 and 2016. CETR was used as a proxy for tax
management and agency theory was the theoretical framework for the study. The result of fixed
effect model of panel regression showed that board gender diversity exerts no significant effects
on tax management, due to insufficient women on the board.

Generally, these studies were tainted by mixed outcomes and also were limited to quantitative
analytical method, positivist paradigm and lower investigation period. This is unlike this present
study that embraced mixed research method framework, longer investigation period, and
pragmatism philosophical paradigm. Mostly, ordinary least square (OLS) regression was used
and this statistical tool may suffer from inappropriateness due to inadequate diagnostic tests. Most
of the studies focus mostly on banks, manufacturing companies and oil and gas sectors and
therefore suffer from industrial gap. These shortcomings may affect the robustness of the results.

METHODOLOGY

Survey and correlational research designs were used for this study. The study was based on
mixed method research framework and pragmatism philosophical paradigm. The explanatory
sequential design suggested by Creswell and Clark (2011) was employed in this study.
Consequently, generalised least square regression was first used for the quantitative analysis of
secondary data from audited financial statements of non-financial listed companies in Nigeria
and subsequently, validated the outcome with the result of interviews conducted on 17
governance agents (Board of Directors; Key Executive Management; Partners of the big four
audit companies; Academic Scholars; Regulators; Tax Consultants; Shareholders) using the
discourse analysis approach.

The population for this study consists of one hundred and sixteen (116) non-financial listed
companies on Nigeria Stock Exchange (NSE) as at 3™ August 2019. Non-financial listed
companies were selected because they account for more than 95% of Nigerian GDP and revenue
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to the government (Chete, Adeoti, Adeyinka & Ogundele, 2016). A census approach was
adopted for this study due to the small size of the population of the listed companies, but,
excluded companies with incomplete data to arrive at a final sample of 68 listed companies from
ten sectors of the economy (Agriculture, Conglomerate, Construction and Real Estate,
Consumer Goods, Health, Car, Information and Communication, Industrial, Natural Resources,
Oil and Gas and Services) from 2004 to 2018.

Model Specification and Operationalisation of Variables

Regression model

This study adapted and modified the Panel Least Econometric Model, from the study of Minnick
and Noga (2010), controlling for year and industry to test the hypotheses on the impact of gender
diversity on tax compliance of Nigerian listed companies. However, unlike the prior studies
which used effective interest rate (ETR) as the proxy for tax compliance, this study used CETR
as the proxy for tax compliance because it is not affected by accounting accruals.

The CETR model for this study is therefore specified as:
CETRi= ao+ B1GDit+ piZit+ &it

The variables are defined as follows: ao is the model intercept. 1 — Bs are the coefficients of
the parameters. Z is the proxy for company characteristics and it is the error term accounted for
i represents companies; t represents the time period. A company is considered tax non-
compliant in Nigeria, when its CETR is less than corporate income tax rate (i.e. 30%) in an
accounting period. The apriori is such that: 81GD>0. A positive relationship is expected between
explanatory variables GD and the dependent variable. The variables for this study are shown in
Table 1.

Table 1: Description of Variables

Variable Abbreviation| Measurement Source

Dependent

Tax Compliance| CETR Cash tax paid/ pre-tax Dyreng (2008); Minnick and Noga,
income (2010); Zemzem & Ftouhi, (2013).

Independent
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Gender GD % of female directors to] Aliani and Zarai (2012); Zemzem
Diversity total number of directors | and Ftouhi (2013); Pavia et
al.(2014); Richardson et al. (2015);
Oyeleke et al. (2016); 1D’ Attomal
et al. (2017).
Control
Performance ROA Operating income / Total| Dyreng et al.(2008); Minnick and
assets Noga (2010); Zemzem and Ftouhi
(2013)
Company Size | CS Natural log of the bookl Minnick and Noga (2010);
value of total assets Richardson et al. (2013)
Growth GRT Book value of equity / Dyreng et al.(2008); Minnick and
Market value of equity Noga
(2010); Uniamihogho et al.(2019)

RESULTS AND DISCUSSION OF FINDINGS
Descriptive Statistics

Table 2, shows that mean values of the variables are between the minimum and the maximum
values. This implies that the variables do not react outrageously from the equilibrium due to the
companies’ performances. The mean of CETR is 22.93%, which means listed companies on the
average paid below 30% of company income tax rate in Nigeria. This is in line with the findings
of Osebe et al. (2019).

Table 2: Descriptive Statistics Results

Variablel N Mean | Min | Max | CV Skewn| Kurtosis Pr(Ske Pr_(Kurt Joint | Joint
ess wness | 0sis Adic| Pr>C
hi2(2)| hi2
CETR | 1023|0.2293| - 399.747| 23.856| 30.876| 978.415| 0.000 | 0.000
46.254
GD 1023 0.097 | 0 1 1.205 | 1.911 | 10.727 | 0.000 | 0.000 0.000
ROA | 1020 0.055 | -1.307| 3.103 | 4.090 | 2.704 | 58.599 | 0.000 | 0.000 0.000
CS 1020 | 15.697| 9.831 | 21.298 | 0.127 | 0.005 | 3.666 | 0.943 | 0.012 | 6.36 | 0.042
GRT 1020 | 22.865| - 3665.01| 7.129 | 14.255| 221.763| 0.000 | 0.000
24.071

Source: Authors’ compilation
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The result shows that CETR, GD, GRT, CS and ROA are positively skewed as they have a long
tail to the right. However, the distribution slope of majority of the variables (CETR, GD, GRT,
and ROA) are leptokurtic in nature as their values are greater than 3, hence, their peakedness are
far from the centre. CS distribution value is less than 3, implying that the distribution is
platykurtic in nature. The result shows that only company size (CS) has a normal distribution
matching with its skewness and kurtosis of all the variables and a probability value greater than
5% significance level.

Correlation Test

Table 3 provides the result on the degree of correlation between the independent variables.
According to Kennedy (2008), the magnitude of the correlation coefficient should be less than
0.8 to eschew multicollinearity’s problems. From table 3, all the correlation coefficients between
the explanatory variables are maximum of 0.2. Generally, it can be concluded from the result
that the variables included in the model are free of multicollinearity’s problem.

Table 3: Correlation Test Result

CERT GD ROA CS GRT
CETR 1
Prob.
GD 0.0727* 1
Prob. 0.0200

ROA -0.0032 0.0576 1

Prob. 0.9196 0.0659

CS 0.0769* 0.1146* 0.1897* 1

Prob. 0.0141 0.0002 0.0000

GRT 0.0068 0.0162 -0.0212 0.0337 1
Prob. 0.8273 0.6056 0.4997 0.2822

The values in italics are the statistical probability values. * = implies 5% significance level

Variance Inflation Factor (V.1.F) as presented in Table 3 was carried out to further confirm the
colinearity problem. There is multicollinearity whenever the VIF is greater or equal to 10.
However, if the tolerance level is below 0.1, then there is a problem of multicollinearity among
the variables.

Table 4: Multicollinearity Test Results Output
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Variable VIF Tolerance
Gender Diversity (GD) 1.07 0.935310
Company Size (CS) 1.14 0.875587
Growth Intensity Capital (GRT) 1.03 0.972886
Return on Asset (Performance) (ROA) 1.69 0.592065
Mean VIF 1.23

The results presented in Table 4 shows that all the VIF fall within the threshold for the study,
hence, the conclusion is that there is no problem of multicollinearity among the data set used in
this study.

Due to the failure of the data collected to satisfy the classical linear regression model (CLRM)
assumption as a result of the violation of some of the assumptions of OLS, cross sectional
dependence, presence of heteroscedasticity and co-integration, the OLS model was considered
inefficient for drawing conclusions on impact of multiple directorship on tax compliance of
nonfinancial listed companies in Nigeria. In view of this, a generalised least square (GLS) model
was adopted for this study to correct the violations. The regression results are presented as
follows:

GLS Multivariate Model of Gender diversity on Tax Compliance.

The equation generated from the model is as follows:
CETRit =fo+ GDsit + FSsit + GRTsit + ROAGsit is fittedand given next.

CETRit =-7.310181 + 10.00042GDsit + .5251792FSsit + 0.000567GRTsit -1.245049 ROAGsit

Table 5: Coefficients Table- Generalised Least Squares Multivariate Model for Board
Characteristics on Tax Compliance (CETR)
Coefficients: generalised least squares

Panels: homoscedastic
CETR Coefficient Std. Error Z P>z
GD 10.00042 4.0652114 | 2.46 0.01415
CS 0.5251792 0.2084044 | 2.52 0.01202
GRT 0.000567 0.0024652 | 0.23 0.81701
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ROA -1.245049 0.3355927 | -3.71 0.00000
CONSTANT -7.310181 3.2781081 | -2.23 0.02600
Wald Chi2(10) 113.09
Prob>chi2 0.0087

Table 5 shows that the Wald Chi-square statistic p-value was found to be 0.0087 for gender
diversity which is lower than the alpha value =0.05. This implies that the impact of GD on CETR
was statistically significant. The impact of GD on CETR is also positively significant at coefficient
of 10.00043 and p-value of 0.014. It means increase in GD by one unit will increase CETR by 10
units. This is supported by Osebe et al. (2019), but contrary to the empirical findings of
Uniamikogho et al. (2019). The relationship between control variables GRT and CETR is
insignificant as p >0. However, CS and ROA have significant impact on CETR, as p<0. A percent
increase in CS will increase CETR by 0.5 unit, whereas, one unit increase in ROA will decrease
CETR by 1.24 units. This is in line with Minnick and Noga (2010); Oyeleke et al. (2016), but
contrary to the finding of Onatuyeh and Odu (2019).

Qualitative Analysis

Gender Diversity and Tax Compliance

In the semi structure interview conducted with 17 corporate governance agents, the participants
unanimously admitted that in spite of the significance of having women representation, there was
little or no representation of women on the corporate board. Some of the comments made include:
“From my years of experience in this space, I have not seen sufficient women participation"

"I do not think they are adequately represented."

Other respondents (about 75%) vigorously used the expression “Not at all"- i.e. women are not
adequately represented. Majority (56%) of the participants submitted that the ideal percentage
of women on the board should be between 31% and 49%. Also, 19% proposed that the
percentage of women should be at most 30% while another 19% opined that the least
proportional representation (for women) should be 30% but it can go higher but not to be equal
with the male representation. In contrast, one of the participants opined that there should be no
cap to the representation of any gender in as much as they are capable of contributing
meaningfully, hence he proposed that there should not be more than 10% of women in the
board. This position (though not shared by the majority) implied that it is not gender that
determines efficiency or compliance. He claimed that:
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You can have a board of all males or all females and all would be well. But in my opinion,
women should be given as much importance in decision making as any other male; however,
to avoid social loafing, it is best to have a mixed composition of persons with contrasting
demographic characteristics.

It was observed that a very significant majority (94%) of the participants, despite admitting the
value of having women on the board, still do not support an equal representation of women on
the board of directors. Among the several reasons provided are that, “emotion” and “empathy”
are associated with the feminine gender. It is widely held that this would significantly impact on
their actions and inactions on the board. These characteristics were not used to condemn but to
describe the tendencies, strength, weakness, opportunities and threats involved when a woman is
part of the governing board of listed companies. In the words of one of the participants:

Women can best be described as vessels; they take things in, incubate, produce and nurture.
However, they might be found wanting when required to be ruthless or Machiavellian in business.
For me, emotions can only ruin a business. Hence, having a 50-50 might make for a weak board.
Women are there as helpmates and that means they get to have a say but not to veto or overrule.

Participants who are members of a board with fewer women representation in the board of
directors unanimously averted that having women on the board is good for financial
compliance, development and would promote integrity because women are supposedly likely
to operate with safety, caution and integrity.

Analysing the perceived effect of having women on the board, participants repeatedly used the
words like "Positive", "Promote”, "Promote positive tax compliance”, and "Engenders
improved tax compliance”. The responses also show that in spite of the lower representation of
women on the board, a significant contribution is still made where their votes count. One of
the respondents opined that:

In my decades of experience, | can categorically state that women have the tendency to convince
and insist on financial compliance. This happens a lot in my current company where we have about
30% representation. So, for me, | believe their inclusion would promote positive tax compliance.
Another participant also pointed to the role of his companies' chairman (a woman) in ensuring tax
compliance. In his words:

On so many occasions, we (mostly males) would suggest and propose strategies to cut down on
our tax remittance but she would never follow through.... In my opinion, having higher women
representation (especially as chairmen of the board) engenders improved tax compliance... |
doubt that a man will do that, not even me.

Having heard from several participants who affirmed that for every board with a woman (as

part of board member), there is at least one voice of integrity; it therefore goes without saying

that there could be a correlation between percentage of women and tax compliance tendency.
14
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In conclusion, majority of the respondents agreed that having adequate women with
knowledge, experience and pedigree will promote positive tax compliance of listed firms in
Nigeria.

Avrising from both the quantitative and qualitative outcomes, the research findings support
that gender diversity has significant impact on tax compliance of non-financial listed
companies in Nigeria. This implies that women representation on the corporate board will
promote tax compliance in Nigerian listed firms.

CONCLUSION AND RECOMMENDATIONS

This study assessed the impact of gender diversity on tax compliance of listed non-financial
listed companies in Nigeria. The study adopted survey and correlational research designs and
was based on mixed research method framework coupled with pragmatism philosophical
paradigm. Explanatory sequential design was adopted to analyse the research data. The study
observed that currently, women are not adequately represented on the board of listed firms in
Nigeria, and this serves as a drawback to achieving tax compliance. The empirical result
concludes that gender diversity has positive and a significant ([1=0.0140; P<0.05) impact on
tax. This result was also corroborated by the majority of respondents in the semi-structured
interviews conducted.

Therefore, the study concludes that, having women of competence and integrity between 19%
and 30% on the board of listed firms is important to promote tax compliance. Arising from the
findings of this study, it is obvious that adequate representation of women with cognate
experience, relevant knowledge and integrity is important for the achievement of tax
compliance of listed firms in Nigeria, the study therefore recommends that the Financial
Reporting Council of Nigeria should strengthen the existing code of corporate governance to
provide for the appointment of at least, 30% of women of integrity, sufficient knowledge and
adequate experience on the board of listed firms in Nigeria to promote tax compliance. Overall,
the study provides unique insights into the impact of gender diversity on tax compliance of
listed companies in Nigeria exploiting mixed research method.

References

Alabede, J.O., Ariffin, Z, Z., & Idris, K.M. (2011). Determinants of tax compliance behaviour:
A proposed model for Nigeria. International Research Journal of Finance and
Economics,

78(1), 121-136.http://www.internationalresearchjournaloffinanceandeconomics.com

Aliani, K., Hamid, 1., & Zarai, M. (2011). Diversity in kind in the board of directors and tax
optimization: validation in the Tunisian context. Journal of Management and Global
Business Research, 11(1), 41-50.

15


http://www.internationalresearchjournaloffinanceandeconomics.com/
http://www.internationalresearchjournaloffinanceandeconomics.com/

= MALETE JOURNAL OF ACCOUNTING AND FINANCE
A Publication of the Department of Accounting and Finance, Kwara State University, Malete

Vol. 2 No. 2, December, 2021 ISSN: 2735~9603

Aliani, K., & Zarai, A. (2012), The board of directors and the corporate tax planning:
empirical evidence from Tunisia. International Journal of Accounting and Financial
Reporting, 2(2), 142-156.

Bear, S., Rahman, N., & Post, C. (2010).The impact of board diversity and gender composition
on corporate social responsibility and firm reputation. Journal of Business Ethics, 97
(20), 207-221.

Bosun-Fakunle, Y.F., Josiah. & Olowo0jo,B.J.(2019). Board of directors and tax
aggressiveness. International Journal of Management &Social Research,5(1), 133-
157.
SRhttps://www.academia.edu/12521050/The_effect_of board_of director_composit
ion _on_ corporate_tax_aggressiveness.

Boussaidi, A., & Hamed, M.S. (2015). The impact of governance mechanisms on tax
aggressiveness: Empirical evidence from Tunisian context. Journal of Asian. Business
Strategy, 5(1), 1-12.

Chete, L.N., Adeoti, J.O., Adeyinka, F.M., Ogundele, O. (2016). Industrial development and
growth in Nigeria: Issues and challenges. Learn to complete, Working paper 8, 1-40.
https://www.ictd.ac/blog/broadening-nigerias-revenue-base-little-drops-of-taxes-
mightynation,

Creswell, J., & Clark, V. (2011). Designing and conducting mixed methods research (2nd
Edition), London, SAGE Publications.

D’Attorma, J., Volintiru, C.Y., & Steinmo, S. (2017). Willing to share? Tax compliance and
gender in Europe and America. Research and Politics,4(2), 1-10.
https://doi.org/101177/2063168017707711551.

Desai, M.A., & Dharma Pala, D. (2008). Taxation and corporate governance: An Economic
Approach,” in MPI Studies on Intellectual Property and Competition Law, 3, 13-80,
Berlin, Springer Publishing .https.//doi.org/10.2139/ssm.983563.

Dyreng, S., Hanlon, M., & Maydew, E. L. (2008). Long-run corporate tax avoidance The
Accounting Review, 83(1), 61-82.

Financial Reporting Council of Nigeria. (2018). Nigerian code of corporate governance.
https://www.financialreportingcouncil.gov.ng/

Francis, B., Hasan, I., Wu, Q., & Yan. (2014). Are Female CFOs less tax aggressive? Evidence
from tax aggressiveness,” Journal of the American Taxation Association, 36 (2), 171-202.

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

Kennedy, P. (2008). A guide to Econometrics, (6th Ed.). West Sussex, UK, Blackwell Publishing.

Khaoula, A., &Ali, Z.M. (2012). The board of directors and the corporate tax planning:
Empirical evidence from Tunisia. International Journal of Accounting and Financial
Reporting,2(2), 2162-3082).

Lakhal, F., Aguir, A., Lakhalm, N., & Malek, A. (2015), Do women on boards and in top
management reduce earnings management? Evidence in France. TheJournal of Applied
Business Research,31(3), 1107- 1117.

16



= MALETE JOURNAL OF ACCOUNTING AND FINANCE
A Publication of the Department of Accounting and Finance, Kwara State University, Malete

Vol. 2 No. 2, December, 2021 ISSN: 2735~9603

Leonardi, L. (2011). Social and financial performance in medium-sized enterprises: An Italian
perspective. Trento: University of Trento.

Minnick, K., & Noga, T. (2010). Do corporate governance characteristic influence tax
management? Journal of Corporate Finance, 16(5)703-718.
https://doi.org/10.1016/j.jcorpfin.2010.08.00.

Monem, R. (2011). The one Tel Collapse; Lessons for corporate governance; Australian
Accounting Review,21(4):340-351).

Obon, C.S., Yeye, O., & Isa, E.F. (2013). Multiple tax practices and taxpayers ‘on-compliance
attitude in Nigeria. International Research Journal of Finance and Economics. Issue
103(12),51-161, http://www.internationalresearchjournaloffinanceandeconomics.com

Onatuyeh,A.E.,Odu.V.(2019). Corporate board characteristics and tax aggressiveness: A case
study of manufacturing firms in Nigeria. Global Journal for Research
Analysis,8(4),245251.

Organisation of Economic Cooperation and Development (OECD). (2019). Revenue Statistics
in Africa 2019. Paris, France,OECD Publishing. Oecd.org/tax/tax-policy/statistics-
africanigeriapdf

Osebe, P.R., Kirui, J.K., & Naibei, 1.K. (2019). Impact of corporate governance on effective
corporate tax rate among Firms in Kenya, Research Journal of finance and Accounting,
10(8), 23-33. https://doi.org/10.7176/RIFA

Oyeleke, O., Erin. & Emeni, F. (2016). Female directors and tax aggressiveness of listed banks
in Nigeria. 3" International Conference of African Development Issues. 3(1)293-299

Oyesola, S.R., Adelabu, A.Z. (2017). Corporate governance and tax planning among non-
financial quoted companies in Nigeria. I (3), 42-59.
http://dx.doi.org/10.4314/afrrev.v11i3.5

Pavia, A., Véhdmaa, E., & Vahédmaa, S. (2014). Are female CEOs a chairwoman more
conservative and risk averse? Evidence from the banking industry during the financial
crisis. Journal of Business Ethics,131(3), 577-594.https://doi.org/ 10.1007/s10551-
0142288-3

Pfeffer, J., & Salancik, G.R. (1978). The external control of organisations: A resource
dependence perspective. New York. Harper & Row,

Price Water House and Coopers (PWC). (2014). Nigeria’s low tax compliance ranking. Paying
Tax (8" edition), PWC Global Service Tax Publications.
http://www.pwc.com/gx/en/paying-taxes/assets/pwc-paying-taxes-2014.pdf

Richardson, G., Taylor, G., & Lanis, R. (2013). The impact of board of director oversight
characteristics on corporate tax aggressiveness: An empirical analysis. Journal of
Accounting and Public Policy, 32, (3) 68-88.

Richardson, G., Lanis, R., & Taylor. (2015). Board of director, gender and corporate tax
aggressiveness: An empirical analysis. Journal of Business Ethics. 144(3), 1-20.
https://doi.org/ 10.1007/s10551-015-2815-x.

Richardson, G., Lanis, R., & Taylor. (2016). Women on the board of directors and corporate
tax aggressiveness in Australia. An empirical analysis. Accounting Research Journal,
29{3), 313-331. https://doi.org/doi.1108/ARJ-09-2014-0079.

17


https://doi.org/10.1016/j.jcorpfin.2010.08.00
https://doi.org/10.1016/j.jcorpfin.2010.08.00
http://www.internationalresearchjournaloffinanceandeconomics.com/
http://www.internationalresearchjournaloffinanceandeconomics.com/

= MALETE JOURNAL OF ACCOUNTING AND FINANCE
A Publication of the Department of Accounting and Finance, Kwara State University, Malete

Vol. 2 No. 2, December, 2021 ISSN: 2735~9603

Salleh, S.M., & Othman, N, R. (2016). The Board of directors attributes as deterrence to corporate
fraud, Procardia Economics and Finance, 35(1), 82-91. www.sciencedirect.com
Sapieil, N.S., Kasipillai, J., & Eze. C. (2014). Determinants of tax compliance behaviour of
corporate taxpayers in Malaysia. Journal of Tax Research, 12 (2), 383-409. Security &
Exchange Commission (SEC) (2003). Corporate governance code. Nigeria.
Www.sec.gov.hg/code-of-corporate-governance-for-public-companies_may-12-2014/
Uniamikogho, E., Bennie, E., & Adeusi, S.A. (2019). Corporate governance and tax
aggressiveness in Nigeria. UAE-Funai Journal of Accounting, Business and Finance,
4(1), 20-33.
Zemzem, A., & Ftouhi, K. (2013). The effects of board of directors’ characteristics on tax
aggressiveness. Research Journal of Finance and Accounting, 4(4), 40-47).

18


http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/
http://www.sec.gov.ng/code-of-corporate-governance-for-public-companies_may-12-2014/

