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Abstract 
This study re-examines the conventional wisdom that corporate taxation 

inherently diminishes financial performance. It investigates whether, in the 

volatile context of an emerging market, tax compliance can function as a 

strategic asset for listed consumer goods firms in Nigeria. Employing a 

longitudinal panel design, data was collected from 17 firms on the Nigerian 

Exchange Group from 2014-2023. The analysis measured the relationship 

between key tax proxies-Effective Tax Rate (ETR), Cash Effective Tax Rate 

(CETR), and Tax Savings were evaluated against Return on Assets (ROA) as 

the financial performance measure. The data was analyzed using a robust 

random effects regression model. The results reveal a significant positive 

relationship between both ETR and financial performance and CETR and 

financial performance. A positive relationship was also found for Tax 

Savings, though its effect was comparatively smaller. This indicates that a 

strategy of transparency and compliance may enhance profitability by 

reducing regulatory risk and securing operational legitimacy, outweighing 

the nominal cost of higher tax payments. This study makes a pivotal 

contribution by proposing a strategic compliance theory, challenging the 

universal applicability of the tax burden paradigm. It demonstrates that in 

institutionally complex environments, meeting tax obligations can be a 

value-driving strategy, offering critical insights for corporate governance 

and policy.   

 

Keywords: Effective Tax Rate, Cash Effective Tax Rate, Tax Savings, 

Strategic Compliance, Institutional Theory, Nigeria, Financial 

Performance. 

 

1.0 Introduction 

The relationship between corporate taxation and financial performance 

represents a fundamental inquiry in financial economics, traditionally 

framed within a paradigm where taxes are viewed as a cost that diminishes 

firm value and shareholder wealth (Modigliani & Miller, 1963; Jensen & 

Meckling, 1976) faces a critical empirical puzzle in emerging economies.  
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While extensive literature from developed markets 

confirms a negative relationship between tax 

burden and financial performance (Desai & 

Dharmapala, 2009; Hanlon & Heitzman, 2010), the 

institutional realities of volatile regulatory 

environments suggest this relationship may be 

more complex. In context characterized by 

aggressive tax enforcement, macroeconomic 

instability, and high policy uncertainty, the strategic 

implications of taxation may extend beyond mere 

fiscal cost of minimization. 

Nigeria’s consumer goods sector presents a critical 

case for examining this puzzle. The period from 

2014-2023 witnessed profound economic 

disruptions, including two recessions (NBS, 2016, 

2020), currency volatility, and inflationary 

pressures exceeding 25% (NBS, 2023). Within this 

environment, fiscal policy interventions-such as the 

2016 VAT increase and withdrawal of pioneer status 

incentives-directly altered the effective tax burden 

for firms (PwC, 2016; FIRS, 2020). Concurrently, 

sector-wide performance indicators showed 

significant deterioration, with numerous firms like 

Dunlop Nigeria Plc and Paints and Coatings 

Manufacturing Nigeria (PCMN) Plc, while 

surviving giants like Unilever and Nigerian 

Breweries reported catastrophic losses and 

significant foreign exchange impairments running 

into tens of billions of Naira, experiencing liquidity 

constraints and declining profitability (CBN, 2022; 

Unilever Nigeria PLC, 2023; Nigerian Breweries 

PLC, 2023). This confluence of fiscal changes and 

financial distress creates a natural laboratory for 

examining how taxation interacts with firm 

performance in institutionally complex 

environments. 

Existing literature provides limited theoretical 

framing for this phenomenon. While studies on 

Nigeria firms have produced conflicting findings, 

showing negative (Adegbite & Fakile, 2021; Akbar 

& Ali, 2020), neutral (Ebubechukwu & Obada, 

2021; Kurawa & Saidu, 2018), and occasionally 

positive (Richard et al., 2019) tax performance 

relationships, they predominantly apply theoretical 

frameworks developed in stable institutional 

contexts. This represents a significant gap: the 

failure to account for how institutional voids and 

enforcement uncertainties might transform tax 

compliance from a cost center into a strategic 

resource. 

This study addresses this gap by integrating 

Resource-Based View (Barney, 1991) with 

Institutional Theory (DiMaggio & Powell, 1983) to 

develop a strategic compliance framework. The 

study propose that in environments of high 

regulatory coercion and uncertainty, tax 

compliance constitutes a valuable intangible 

resource that enhances legitimacy, reduces 

regulatory risk, and lowers transaction costs-
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potentially offsetting the direct fiscal costs of 

taxation. 

The investigation examines this proposition 

through analysis of 17 listed consumer goods firms 

in Nigeria from 2014-2023, employing panel 

regression methods to test relationships between 

effective tax rate (ETR), cash effective tax rate 

(CETR), tax savings and financial performance 

(ROA). The findings challenge conventional tax 

burden paradigms and contribute to emerging 

market finance literature by demonstrating how 

institutional context transforms the strategic value 

of tax compliance. 

This study specifically examines the nature of these 

relationships by investigating how three distinct 

proxies for corporate taxation- the Effective Tax 

Rate (ETR), the Cash Effective Tax Rate (CETR), 

and Tax Savings impacts the financial performance, 

measured by Return on Assets (ROA), of listed 

consumer goods firms in Nigeria. The ETR and 

CETR, contrary to traditional expectations, may 

exert a positive influence on ROA by building 

reputational capital and reducing regulatory risks, 

thereby functioning as strategic assets. To examine 

how taxation influences the financial performance 

of listed consumer goods firms in Nigeria, with a 

focus on determining whether tax obligations 

function primarily as a fiscal burden or can be 

leveraged as a strategic asset for resilience and 

value creation in a volatile market environment.  

2.0 Literature Review  

2.1 Theoretical Framework 

This study is anchored in two complementary 

theoretical lenses that together provide a robust 

foundation for understanding corporate behavior in 

complex institutional settings. 

First, the Resource-Based View (RBV) of the firm, 

pioneered by Barney (1991), suggests that firms 

gain sustainable competitive advantage by 

possessing and leveraging resources that are 

valuable, rare, inimitable, and non-substitutable 

(VRIN). Traditional applications of RBV focus on 

physical assets, human capital, or intellectual 

property. This study innovatively extends the RBV 

argument to propose that a firm's reputation for tax 

compliance can itself be a strategic resource in a 

context where aggressive avoidance is common but 

heavily penalized. In the Nigerian environment, 

where the Federal Inland Revenue Service (FIRS) 

has increasingly adopted aggressive enforcement 

strategies, including account freezes and public 

naming-and-shaming, a compliance reputation 

is valuable as it reduces the risk of debilitating 

penalties and operational disruptions. It 

is rare because many firms engage in aggressive tax 

planning. It is costly to 5imitate as it is built over 

time through consistent behavior and is embedded 

in the firm's governance structure. It is non-

substitutable because no other resource provides 

the same level of regulatory insulation and 

stakeholder trust. This reputation, therefore, can 
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lead to superior financial performance by lowering 

the firm's risk profile and transaction costs 

(Gallemore et al., 2014). 

Second, Institutional Theory (DiMaggio & Powell, 

1983) posits that organizations conform to the rules 

and norms of their institutional environment to gain 

legitimacy, resources, and stability. This conformity 

occurs through coercive, mimetic, and normative 

isomorphism. In the Nigerian context, coercive 

isomorphism is particularly relevant. The intense 

pressure from tax authorities (the FIRS) and other 

government agencies forces firms to adopt 

compliant behaviors to avoid sanctions. This is not 

merely passive compliance but a strategic response 

to environmental pressures. By aligning their tax 

strategies with regulatory expectations, firms gain 

legitimacy, which secures their "license to operate," 

ensures uninterrupted access to critical government 

services (e.g., customs clearance for imports), and 

enhances their standing with other stakeholders like 

banks and investors (Scott, 2014). This legitimacy, 

earned through compliance, translates into tangible 

financial benefits. 

By integrating these two theories, this study 

proposes a Strategic Compliance Theory for 

emerging markets. This theory argues that in 

volatile, high-enforcement regimes, a strategy of 

consistent and transparent tax compliance is not a 

sign of managerial passivity but an active, rational 

choice to build a valuable reputational resource and 

secure institutional legitimacy, which collectively 

enhance financial performance. 

2.2 Empirical Review  

Effective Tax Rate (ETR) and Financial 

Performance: The traditional agency theory 

perspective views a higher ETR as a failure of 

management to minimize costs (taxes), thereby 

reducing net income and return on investment 

(Akbar & Ali, 2020). This view is predicated on 

efficient markets and predictable enforcement. 

However, from our integrated theoretical 

perspective, a higher ETR is a signal of strong 

compliance. It indicates a lower risk of aggressive 

avoidance, thereby significantly reducing the 

likelihood of costly FIRS audits, penalties, and 

reputational damage (Adeleke & Mensah, 2023). 

This compliance builds a reputation for integrity 

and reliability, which can facilitate easier access to 

credit from risk-averse lenders, foster trust with 

suppliers (leading to better credit terms), and 

enhance brand equity with consumers. This 

reduction in overall risk and cost of capital can 

outweigh the nominal cost of a higher tax payment. 

H01: Effective Tax Rate has no positive effect on 

the financial performance of listed consumer goods 

firms in Nigeria. 

Cash Effective Tax Rate (CETR) and Financial 

Performance: CETR reflects the actual cash 

outflow for taxes in a given period. A high CETR 

could be perceived as a direct strain on a firm's 
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liquidity, potentially constraining its ability to fund 

working capital and investments (Musa & 

Adeyemi, 2021). The alternative view, supported 

by our framework, is that consistent and timely cash 

tax payments are a powerful and visible signal of 

financial discipline and reliability. It ensures 

uninterrupted operations by maintaining a "trusted 

taxpayer" status with authorities, which is critical 

for navigating bureaucratic hurdles (e.g., avoiding 

holds on imported raw materials at ports). This 

operational continuity is paramount for survival 

and growth in the Nigerian context. The certainty 

provided by compliance outweighs the potential 

liquidity benefits of deferral or avoidance, which 

carry the risk of sudden, large cash outflows from 

penalties. 

H02: Cash Effective Tax Rate has no positive effect 

on the financial performance of listed consumer 

goods firms in Nigeria. 

Tax Savings and Financial Performance: Tax 

savings, achieved through legitimate planning and 

incentives, should intuitively boost post-tax profits 

and thus, ROA (Chen et al., 2019). This aligns with 

the traditional goal of shareholder wealth 

maximization. However, our integrated theory 

suggests a nuance. In an environment with high 

inflation and significant transaction costs 

associated with implementing complex tax 

planning strategies (legal fees, advisory costs, 

internal compliance costs), the net benefit may be 

diminished. Furthermore, aggressive savings may 

attract heightened scrutiny from authorities, 

increasing regulatory risk. Therefore, while we 

expect a positive relationship, the effect might be 

less pronounced than that of compliance, as the 

benefits are partially eroded by associated costs and 

risks. 

H03: Tax Savings have no positive effect on the 

financial performance of listed consumer goods 

firms in Nigeria. 

3.0 Methodology 

3.1 Data and Source 

This study employs an ex-post facto longitudinal 

design using panel data. This design is appropriate 

for examining causal relationships between 

variables where the independent variables are 

inherent and not subject to manipulation by the 

researcher (Creswell & Creswell, 2018). The panel 

nature of the data allows for controlling of 

unobserved time-invariant firm-specific effects, 

leading to more robust and efficient estimation. The 

study population consists of all 21 consumer goods 

firms listed on the Nigerian Exchange Group 

(NGX) as of December 31, 2023. A purposive 

sampling technique was applied based on two strict 

criteria: (1) the firm must have been actively listed 

and trading throughout the entire 10-year period 

from 2014 to 2023, and (2) complete financial data 

for all variables under study must be available for 

all ten years. This rigorous selection resulted in a 

final sample of 17 firms, providing a balanced panel 
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of 170 firm-year observations. This sampling 

approach intentionally introduces a survivorship 

bias by focusing exclusively on firms that 

successfully navigated the period's extreme 

economic volatility. This bias is accepted and is, in 

fact, central to the study's objective: to understand 

the strategies (particularly regarding taxation) that 

were associated with survival and performance 

among the viable entities, rather than to predict 

corporate failure. The excluded firms (BUA Foods 

due to late listing, and Dunlop, Golden Guinea, and 

Multi-Trex due to delisting) represent cases of 

corporate failure which, while important, constitute 

a different research question. The study used 

secondary data which was extracted from the 

annual reports and accounts of the selected firms, 

and the secondary data was analyzed using multiple 

regression as the statistical tool of analysis. 

3.2 Model Specification 

The sample consisted of 17 consumer goods firms 

that maintained active listing and complete data 

availability throughout the 2014-2023 period. The 

study examines financial performance through 

Return on Assets (ROA) as the dependent variable, 

while the independent variables include Effective 

Tax Rate (ETR), Cash Effective Tax Rate (CETR) 

and Tax Savings, with Firm Age serving as a control 

variable. 

The relationship between these variables was tested 

using the following panel regression model: 

 

𝑅𝑂𝐴𝑖𝑡 = 𝛽0 +  𝛽1𝐸𝑇𝑅𝑖𝑡 +  𝛽2𝐶𝐸𝑇𝑅𝑖𝑡 
+  𝛽3𝑇𝑆𝑖𝑡 +  𝛽4𝐴𝐺𝑖𝑡 +  𝜀𝑖𝑡 

where: 

ROA = Return on Assets 

β0 = The Constant 

β1ETR = Effective Tax Rate 

β2CETR = Cash Effective Tax Rate 

β3TS = Tax Savings 

β4AG = Firm Age 

ε = Error Term 

i = Number of Firms 

t = Time Period 

3.4 Data Analysis Technique 

Data analysis was conducted using STATA 17, 

employing a comprehensive analytical approach to 

examine the relationship between financial 

performance (measured by Return on Assets), 

taxation variables (Effective Tax Rate, Cash 

Effective Tax Rate, and Tax Savings), and the 

control variable (Firm Age). The analysis 

proceeded through three stages: descriptive 

statistics to characterize variable distributions, 

correlation analysis to assess pairwise relationships 

and detect multicollinearity, and panel regression 

analysis. The Hausman specification test (χ² = 3.85, 

p = 0.427) indicated the appropriateness of random 

effects estimation, which was subsequently 

implemented using Generalized Least Squares 

regression. Diagnostic tests confirmed the absence 

of multicollinearity (all VIF < 2) but detected 

heteroskedasticity, leading to the use of robust 

standard errors to ensure valid statistical inferences 

in the final model estimation. 
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4.0 Result and Discussion 

4.1 Descriptive Statistics and Correlation 

Table 1 presents the descriptive statistics for the 

variables used in the study. The mean ROA is 0.472, 

indicating that, on average, the sampled firms 

generated a 47.2% return on their total assets. This 

relatively high figure is a testament to the 

profitability of the surviving firms in the sector, 

despite the harsh economic climate. The standard 

deviation of 0.354 indicates significant variation in 

performance across firms and time. 

The mean ETR is 0.091 (9.1%), which is 

substantially lower than the nominal Nigerian 

corporate tax rate of 30% during most of the study 

period. This clearly indicates widespread tax 

planning and the utilization of incentives, 

allowances, and deductions across the sector. In 

contrast, the mean CETR is 0.326 (32.6%), which 

is higher than the nominal rate. This divergence is 

expected and highlights the impact of timing 

differences (e.g., payment of prior years' deferred 

taxes) and the fact that CETR is based on cash 

outflows, which can be lumpy. The mean Tax 

Savings is 0.093 (9.3%), representing the average 

saving as a proportion of pre-tax income. 

Table 1: Descriptive Statistics 

 

Table 2 shows the Pearson correlation matrix. The 

correlations between the independent variables are 

all below 0.7, with the highest being between 

CETR and TS (r = -0.699). According to Kennedy 

(2008), correlations below 0.8 are generally not 

severe enough to cause multicollinearity problems. 

This was further confirmed by calculating the 

Variance Inflation Factor (VIF); all VIF scores were 

below 2, well under the common threshold of 10, 

indicating that multicollinearity is not a concern for 

the regression analysis. 

Table 2: Correlation Matrix 

Variable ROA ETR CETR TS AGE 

ROA 1.000     

ETR 0.460 1.000    

CETR -0.034 -0.117 1.000   

TS 0.151 0.006 -0.699 1.000  

AGE 0.044 -0.138 -0.140 0.214 1.000 

4.2 Results 

The results of the random effects regression with 

robust standard errors are presented in Table 3. The 

model is statistically significant overall, as 

indicated by the Wald chi-square statistic of 28.20 

(p < 0.001). The overall R-squared value is 0.192, 

meaning the model explains 19.2% of the variation 

Variable Obs Mean SD Min Max 

ROA 170 0.472 0.354 0.052 0.895 

ETR 170 0.091 0.134 0.036 0.412 

CETR 170 0.326 0.071 0.125 0.351 

TS 170 0.093 0.204 0.023 0.785 

AGE 170 33.54 13.056 8.000 50.000 
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in ROA, which is substantial for a financial 

performance study using accounting-based 

measures. 

Table 3: Random Effects Regression Results 

(Dependent Variable: ROA) 

Variable Coefficient 

Robust 

Std. 

Error 

t-

statistic 
p-value 

ETR 0.702 0.174 4.03 0.000 

CETR 0.702 0.278 2.52 0.012 

TS 0.346 0.147 2.35 0.019 

AGE 0.001 0.003 0.32 0.749 

Constant 0.421 0.101 4.17 0.000 

Model Fit     

R-squared 

(Overall) 
0.192    

Wald χ² 28.20   0.000 

Number of 

Observations 
170    

Number of 

Groups 
17    

The results provide strong support for all three 

hypotheses: 

H01 is supported: ETR has a positive and highly 

statistically significant effect on ROA (β = 0.702, p 

< 0.001). This implies that a one-unit increase in 

ETR is associated with a 0.702 unit increase in 

ROA, holding other variables constant. 

H02 is supported: CETR also has a positive and 

statistically significant effect on ROA (β = 0.702, p 

= 0.012). This indicates that the actual cash paid in 

taxes is positively linked to firm performance. 

H03 is supported: Tax Savings has a positive and 

statistically significant effect on ROA (β = 0.346, p 

= 0.019). As expected, saving taxes contributes to 

profitability. 

The control variable, Firm Age, was not a 

significant predictor of financial performance in 

this model (β = 0.001, p = 0.749). 

4.3 Discussion 

The empirical findings of this study yield results 

that starkly contrast with the traditional "taxation as 

a burden" doctrine prevalent in literature from 

stable, developed economies. The positive and 

highly significant coefficients for both ETR and 

CETR provide robust evidence that for Nigerian 

consumer goods firms, strategic tax compliance is 

a value-creating activity, supporting our integrated 

Resource-Based View and Institutional Theory 

framework. 

The analysis demonstrates that Effective Tax Rate 

(ETR) shows a strong positive relationship with 

Return on Assets (ROA) (β = 0.702, p < 0.001), 

indicating this finding is statistically significant at 

1% level with a 99.9% confidence level. This 

exceptionally strong statistical significance (p < 

0.01) suggests that the positive tax compliance and 

financial performance is highly reliable and 

unlikely to be random. 
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The strong support for H01 suggests that a higher 

accounting tax burden (ETR) is not perceived 

negatively by the market or managed in a way that 

harms the firm. Instead, it signals a lower risk 

profile. In the Nigerian context, where the FIRS has 

been increasingly assertive, a reputation for 

compliance reduces the likelihood of costly and 

disruptive audits, penalties, and reputational 

damage (Adeleke & Mensah, 2023). This 

reputation is a valuable intangible asset that builds 

trust with key stakeholders. For instance, banks 

may offer lower interest rates to compliant firms 

perceived as less risky, suppliers may extend better 

credit terms, and consumers may view the brand 

more favorably. This reduction in the overall cost of 

capital and cost of doing business appears to 

outweigh the nominal cost of a higher tax payment. 

Similarly, the relationship between Cash Effective 

Tax Rate (CETR) and ROA (β = 0.702, p = 0.012) 

demonstrates statistical significance at the 5% level 

(p < 0.05), indicating a 95% confidence level in the 

reliability of this relationship. 

The support for H02 is perhaps even more striking, 

as it involves the direct cash outflow. The positive 

relationship between CETR and ROA underscores 

the critical importance of operational 

continuity and liquidity management in a volatile 

environment. Timely settlement of tax obligations 

ensures a firm maintains its "trusted taxpayer" 

status. This status is crucial for avoiding punitive 

regulatory actions that can be existential threats, 

such as the freezing of corporate bank accounts or 

the denial of import permits at the port—a 

devastating event for an import-dependent 

consumer goods firm. The certainty and stability 

afforded by compliance are more valuable than the 

potential liquidity benefits of deferral or avoidance, 

which carry the ever-present risk of sudden, large, 

and unpredictable cash outflows in the form of 

penalties and interest charges. 

The positive relationship between Tax Savings and 

ROA (β = 0.346, p = 0.019) also reaches statistical 

significance at 5% level (p < 0.05), with a 95% 

confidence level and only 1.9% probability of 

random occurrence. 

The support for H03 confirms that legitimate tax 

planning and the utilization of government 

incentives do contribute to profitability, aligning 

with traditional theory. However, the smaller 

coefficient size for Tax Savings (0.346) compared 

to ETR and CETR (both 0.702) is highly 

instructive. It implies that while beneficial, the 

gains from tax avoidance are potentially eroded by 

the high costs of implementing and maintaining 

such strategies in a complex and frequently 

changing regulatory environment. These costs 

include fees for legal and advisory services, the 

internal cost of maintaining sophisticated tax 

departments, and the "risk premium" associated 

with potentially attracting scrutiny. Furthermore, in 

a high-inflation environment like Nigeria's, the real 

value of saved cash may be diminished over time. 



Rakiya et al., (2025)    Taxation and Corporate Performance in Nigeria’s Consumer Goods Firms: From Fiscal Burden to Strategic Asset 

 

 

238 ADSU, Journal of Accounting and Finance (AJAF), Volume 9, Issue 1, June 1, 2025 

This finding nuances the traditional view, 

suggesting that in certain institutional contexts, the 

marginal benefit of aggressive avoidance may be 

lower than the marginal benefit of the strategic 

advantages gained through transparent compliance. 

In summary, the results paint a picture of a 

sophisticated equilibrium. Successful firms in this 

volatile market appear to engage in legitimate tax 

planning to save costs (H03) but primarily prioritize 

a overarching strategy of compliance (H01 and H02) 

to build a valuable reputation, secure their license 

to operate, and ensure operational continuity. This 

strategic balance between savvy planning and 

fundamental compliance forms the core of the 

competitive advantage for surviving firms in the 

Nigerian consumer goods sector. 

5.0 Conclusion and Recommendations 

5.1 Conclusion  

This study concludes that the relationship between 

taxation and financial performance is not 

homogeneous but critically mediated by 

institutional environment. The significant positive 

relationships found between both Effective Tax 

Rate (ETR) and Return on Assets (ROA) and Cash 

Effective Tax Rate (CETR) and ROA, challenge the 

universal applicability of the traditional tax burden 

paradigm. The findings robustly support the 

proposed strategic compliance theory, 

demonstrating that in the volatile, high enforcement 

context of Nigeria, a reputation for tax compliance 

functions as a valuable strategic resource. This 

reputation mitigates regulatory risk, lowers 

transactional costs, and secures operational 

legitimacy, thereby enhancing financial 

performance. While Tax Savings also showed a 

positive relationship with ROA, its comparatively 

smaller effect indicates that the benefits of 

avoidance are attenuated by implementation costs 

and macroeconomic pressures. Ultimately, for 

firms in emerging markets, a strategy of transparent 

compliance can be a more sustainable path to 

profitability than aggressive tax minimization. 

5.2 Recommendations 

Based on the findings, the following 

recommendations are offered: 

Corporate management should recalibrate financial 

strategy to view tax compliance not as a mere cost 

center, but as an investment in reputational capital 

and risk mitigation. Firms should prioritize 

transparent reporting and timely tax payments to 

build trust with regulators, which secures 

operational continuity and potentially lowers the 

cost of capital. 

Policymakers and tax authorities should reward 

compliance as this is more effective than solely 

punishing avoidance. The study recommend the 

development of Platinum Taxpayer program that 

offers compliant firms tangible benefits, such as 

fast-tracked regulatory services, reduced audit 

frequency, and public recognition. This would 

incentivize the behaviour that benefits both firms 

and the state through predictable revenue. 



Rakiya et al., (2025)    Taxation and Corporate Performance in Nigeria’s Consumer Goods Firms: From Fiscal Burden to Strategic Asset 

 

 

239 ADSU, Journal of Accounting and Finance (AJAF), Volume 9, Issue 1, June 1, 2025 

A firm’s tax compliance record should be integrated 

into investment analysis and ESG scoring as a key 

indicator of governance quality and operational 

resilience in emerging markets to benefit investors 

and financial analysts. A consistently high 

ETR/CETR should not be automatically viewed as 

a negative signal but assessed as a potential marker 

of lower regulatory risk and superior managerial 

prudence. 

Scholars should test this strategic compliance 

theory in other volatile jurisdictions and sectors to 

assess its generalizability. Further research should 

also incorporate moderating variables, such as the 

quality of corporate governance structures, to better 

understand the conditions under which tax strategy 

most effectively translates into financial value. 
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