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ABSTRACT  

This study determines the effect of firm age on the tax aggressiveness of deposit money banks in Nigeria. 

Ex-Post Facto research design was adopted. The population of the study comprised the thirteen (13) 

deposit money banks quoted on the Nigerian Exchange Group. Regression analysis was employed to test 

the hypothesis with E-view 9.0. Firm age has no significant effect on book tax difference of deposit 

money banks in Nigeria. In light of the findings, the study concluded that the concept that older 

enterprises face greater reputational risk and hence resort to less risky tax management strategies does not 

hold true in the Nigerian context, as older DMBs have been found to be extremely tax aggressive.  

Keywords: Firm age, Tax aggressiveness and book tax difference. 

 

INTRODUCTION  

Diversification of revenue sources is one of the primary issues that most developing countries face. 

Nigeria isn't exempt. Despite being rich in crude oil and other solid mineral resources, her long-standing 

reliance on oil money as a key source of government funding at the detriment of other non-oil revenue 

sources has left a lot to be desired (Obi, 2018). The unsustainable nature of crude oil sales became 

apparent as a result of fluctuating oil prices on the international market, as well as repeated militant 

attacks on oil pipelines and production facilities, which reduced the level of oil production (Musa, Saad, 

and Ibrahim, 2017). As a result, governments are diversifying and implementing programs to boost 

various revenue streams, one of which is taxation (Izevbigie and Ebohon, 2019). Surprisingly, this is the 

present federal government's primary concern.  

The government's primary source of revenue is taxation. The government needs tax revenue to augment 

its public spending and ensure that society has appropriate public amenities. Most industrialized 

countries, including the United Kingdom, rely largely on taxation as a source of government revenue, and 

they have done better as a result of taxes providing a more steady and predictable flow of cash to meet 

government expenditure needs (Ofoegbu, Akwu & Oliver, 2016). 

Tax evasion has been defined as "a wide range of operations with the sole purpose of decreasing an 

entity's overall tax debt or tax burden" (Martinez, Reinoso, Antonio and Santos, 2019). Companies that 

employ suitable tax avoidance methods in order to lower income tax expenses are considered tax 

aggressive. Tax avoidance increases net cash flows, which can be used to boost corporate investment, 

meet debt obligations, or be distributed to shareholders in the form of dividends or share buy-backs. For 

businesses, a tax is a significant cost because it takes a portion of their earnings without apparent and 

immediate compensation, whereas tax avoidance increases net cash flows, which can be used to boost 

corporate investment, meet debt obligations, or be distributed to shareholders in the form of dividends or 

share buy-backs (Jihene and Moez, 2019). Several studies have attempted to investigate tax compliance 

and tax aggressiveness, including ownership (Chen, Chen, Cheng, & Shevlin, 2010), tax planning (Umeh, 
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Okegbe & Ezejiofor, 2020), agency problem (Lanis & Richardson, 2011), corporate governance and tax 

avoidance (Ezejiofor & Ezenwafor, 2020), accounting information and deferred taxation (Udeh & 

Ezejiofor, 2018). 

Despite previous studies' inconsistency, none of the previous Nigerian studies included the variable of 

"firm complexity" as one of the probable firm features impacting tax aggressiveness. Firm complexity 

was one of the key factors of tax aggressive behavior, according to researchers like Chen, Chen, Cheng, 

and Shevlin (2010) and Pratama (2017), because enterprises with more subsidiaries or business divisions 

were more likely to have greater tax burdens. As a result, the desire to participate in tax planning in order 

to decrease their tax burden is likely to be strong. Given that several of Nigeria's deposit money 

institutions were highly complex, with multiple foreign subsidiaries, the inclusion of the variable of 

company age was likely to broaden the explanatory power. It constituted another significant of this study. 

This study determines the effect of firm age on book tax difference of deposit money banks in Nigeria. 

 

Review of Related Literature  

Corporate tax avoidance is a word that has no uniform definition because it might mean "different things 

to different individuals" (Hanlon and Heitzman, 2010). As a result, numerous definitions of corporate tax 

aggressiveness have been proposed by researchers in recent years. Tax aggressiveness was defined by 

Hanlon and Heitzman (2010) as a continuum of tax planning methods, with municipal bond investments 

at one end (lower explicit tax, totally legal), and phrases like "noncompliance," "evasion," 

"aggressiveness," and "sheltering" closer to the other end. The practice of tax evasion along this spectrum 

creates an intriguing and timely agency challenge (Lietz, 2013). According to research, a certain amount 

of tax evasion is good. Shareholders profit when a company pays less tax through genuine tax saving 

techniques, just as management benefits when incentives are correctly aligned (Slemrod, 2004). As a 

result, in the literature, concepts like tax management, tax planning, tax sheltering, and tax aggressiveness 

are interchangeably used with tax avoidance (Lanis and Richardson, 2012). 

Firm age  

Pratama (2017) found that company age had a positive link with tax aggression as a proxy for ETR, based 

on available investigations examined by the researcher as they relate to other countries. It indicated that 

the bigger the ETR in Indonesia, the older the company. Firm age was regarded as a feature that affected 

the tax burden of private owned enterprises in Spain in another study by Fernández-Rodrguez, Garca-

Fernández, and Martnez-Arias (2019). In general, a theory assumes that there is a difference between old 

and new organizations in terms of their likelihood of changing contractual outcomes that are based on 

accounting figures. The relationship between a company's age and tax avoidance can be explained using 

political cost theory. According to Scott (2003), the older the company, the broader its operations and the 

greater the risk to its reputation. Risks will be mitigated, and firms will take measures that do not increase 

risk. To the best of my knowledge, previous studies in the topic of tax aggression practices in Nigeria and 

South Africa did not include age as one of the company's qualities. The goal of this study was to look at 

the impact of this variable. 

Book-tax difference 

Tax aggressive operations, according to Rego (2003), can result in book-tax disparities, which are 

temporary or permanent differences between a company's financial accounting and taxable income. To 

account for book-tax disparities, the numerator is based on taxable income and the denominator is based 

on financial accounting income. The book-tax difference (BTD) is also employed as a surrogate for tax 

evasion activity measurement. It concentrates on the size of the disparity between accounting and taxable 

income (book-tax gap). Although there are a variety of reasons for the book-tax gap (BTG), which are 

often categorised as permanent and transitory disparities, the extent of the gap reflects the prevalence of 

tax evasion tactics (Kim, Li and Zhang, 2011). Mills (1998) discovered a link between BTG and higher 

audit adjustments and tax audits among US corporations, bolstering the argument. Total book-tax gap and 

residual book-tax gap are two regularly used BTG measures to quantify tax avoidance. A number of 

studies have suggested that differences in book and tax can be used as a signal for tax planning 

(Badertscher, Katz and Rego, 2010). Manzon and Plesko (2002) created the book-tax difference, which 
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was followed by Desai and Dharmapala (2009). Disparities between incomes reported to stock markets 

and tax authorities are known as book-tax differences. The tax literature, for example, on tax avoidance, 

tax planning, and tax sheltering, maintains that favorable book-tax disparities and low effective tax rates 

suggest tax avoidance behavior (Plesko, 2004). The general equation of corporate tax avoidance 

components using book-tax difference (BTD) is stated below; 

BTDit = FIit – TIit  

BTDit – book-tax difference for firm i in year t; 

FIit – financial income; 

TIit – taxable income. 

It should be noted that financial income in the above equation is the income reported to capital markets, 

and it is the firm`s pre – tax income given in the income statement.  

 

Empirical Review 

Martinez, Brito, and Chiachio (2020) investigated the impact of corporate tax avoidance on the 

replacement of the Chief Executive Officer-CEO of businesses listed on the Brazilian Stock Exchange B3 

between 2010 and 2016. As a result, the findings confirmed that tax preparation is a key element in 

keeping a job. Onatuyeh and Ukolobi (2020) looked at tax aggressiveness as a proxy for ETR and CTR, 

as well as corporate governance systems as a proxy for board gender diversity, audit committee diligence, 

and board independence, and the impact of those factors on changes in external audit fees. The study 

found that the cash tax rate, audit committee diligence, and board independence all had a positive and 

significant effect on audit fees in a sample of 107 firms listed on the Nigerian Stock Exchange from 2009 

to 2018. Umeh, Okegbe, and Ezejiofor (2020) investigated the impact of tax preparation on corporate 

value in listed consumer products manufacturing firms in Nigeria. Ex-post facto research was used in this 

study. The research will be based on data from annual public financial and non-financial reports from 

2009 to 2018. The three hypotheses were investigated using ordinary lease square regression with the help 

of E-View 9.0. This study discovered that the effective tax rate (ETR) has a negative influence on 

business value, but that this impact is small. Ezejiofor, Oranefo, and Ndum (2021) evaluated tax revenue 

on Nigerian per capita income. Ex-post facto research was used in this study. The population of Nigeria 

made up the economy, and data for this study came from the Central Bank of Nigeria's (CBN) Statistical 

Bulletin and the Federal Inland Revenue Service (FIRS). The variables Per Capita Income (PCI), as well 

as customs and excise fees, were extracted. The information for this study's data analysis came from 

CBN, FIRS, and NBS publications and statistical bulletins. Correlation and Ordinary Least Square (OLS) 

regressions were used to evaluate the hypothesis. According to statistical research, customs and excise 

fees have a non-significant positive impact on Nigeria's per capita income. Onatuyeh and Odu (2019) 

used proxies such as board size, board gender diversity, and board independence as board characteristics, 

and the cash effective tax rate (CTR) as a proxy for tax aggressiveness in their study on corporate board 

characteristics and tax aggressiveness on manufacturing firms in Nigeria for the period 2011-2016. The 

findings revealed that board size and independence had negative and significant effects on tax aggression 

in Nigerian manufacturing enterprises, whereas board gender had no effect. They claimed that the 

insufficient number of women on corporate boards of directors was a feasible explanation for the lack of 

influence of board gender diversity on tax aggression. Ezejiofor and Ezenwafor (2021) investigate the 

impact of CEO duality on the effective tax rate of publicly traded food and beverage companies. Ex-post 

facto research was used in this study. A purposive sample method was utilized to choose nine (9) 

organizations during the data collection process. From 2013 to 2019, data was acquired from the annual 

reports and accounts of the tested companies. The data from the study was analyzed with descriptive 

statistics, and regression was used with the e-view, which had a 95 percent confidence level at five 

degrees of freedom (df). According to the data, CEO duality was significant and had a favorable 

coefficient on tax planning for food and beverage companies in Nigeria. From 2000 to 2019, Nweze, 

Ogbodo, and Ezejiofor (2021) looked into the impact of tax revenue on Nigeria's per capita income. This 

study, which used time series data, used an ex-post facto research design. The data was evaluated using 

descriptive statistics, and the hypothesis was tested using Ordinary Least Square (OLS) regression 
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analysis. According to the findings, tax collection had a significant positive impact on Nigeria's per capita 

income. From the perspective of firm-specific features, Ugbogbo, Omoregie, and Eguavoen (2018) 

investigated the corporate determinants of aggressive tax avoidance in Nigeria. They used secondary data 

gathered from 40 Nigerian listed firms' annual reports from 2013 to 2017. They discovered empirical 

evidence that business size had a positive association with corporate tax aggressive avoidance, while 

profitability and leverage had negative significant relationships with corporate tax aggressive avoidance, 

using the OLS multiple regression technique. They suggested that while analyzing the characteristics that 

influence tax aggression by various stakeholders, particularly in Nigeria, profitability, corporate size, and 

leverage be given more consideration. Inua (2018) used a sample of 30 manufacturing enterprises to 

investigate the factors that influence corporate effective tax rates in Nigeria. We used secondary data from 

the annual reports of the sampled companies from 2011 to 2016. The results of the panel data regression 

approach revealed that company leverage, board independence and board size were negatively and 

significantly related to ETR, while firm size was negatively and non-insignificantly related to ETR. 

Oraka, Okegbe, and Ezejiofor (2017) looked into the influence of the value added tax on the Nigerian 

economy. An ex post facto research design was used in this study. From 2003 through 2015, the study 

used GDP, PCI, and TR to assess the Nigerian economy. The acquired data was evaluated using simple 

regression analysis. The value added tax, according to the research, has had little impact on the Nigerian 

economy's Gross Domestic Product. In addition, it was discovered that VAT and per capita income have a 

negative relationship. Oraka, Ogbodo, and Ezejiofor (2017) looked into the impact of the Tertiary 

Education Tax Fund (TETFUND) on management in Nigerian tertiary education. The hypothesis was 

created in accordance with the objectives of the investigation. A survey and a time series study design 

were used. Financial ratios were utilized to collect data from the National Bureau of Statistics, which was 

then examined with regression analysis using SPSS statistical software version 20.0. According to the 

data, ETF fund allocations to Nigerian Tertiary Institutions have no association with the enrolment rates 

of Nigerian Tertiary Institutions. Udeh and Ezejiofor (2018) investigated the impact of accounting 

information on deferred taxation in Nigerian deposit money institutions. Ex post facto research was used 

to collect data from yearly reports and accounts of Nigerian deposit money banks. A pooled multiple 

regression analysis was utilized to test the hypotheses. Earnings per share (EPS) and cash flow 

(CASHFL) have a negative impact on our dependent variable, deferred tax, according to the findings, but 

book value of equity has a statistically significant impact, whereas EPS and CASHFL do not. The impacts 

of size, leverage, capital intensity, profitability, and the sort of company on tax aggressiveness of fifty-

five companies listed on the Nigerian Stock Exchange were investigated by Salaudeen (2017). The 

findings found that tax aggressiveness was negatively influenced by the size, leverage, capital intensity, 

profitability, and nature of the business. Nwaobia and Jayeoba (2017) investigated the impact of tax 

preparation strategies on firm liquidity in their study. Different tax planning strategies were explored, 

however the independent variables were Capital Intensity (CAPINT), Thin Capitalization (TINCAP), 

Lease Option (LOPT), and Industry Sector Incentives (IND). The criterion variable was firm liquidity, 

which was assessed using the Current Ratio (CR) in this study, and the control variable was firm size 

(SIZE). The data from 154 firm-year observations was reported, and regression analysis was utilized to 

assess the assumptions that had been developed. Tax planning tactics have a detrimental impact on firm 

liquidity, according to the findings. Kim and Im (2017) showed that the size of a company listed on the 

Korean Stock Exchange had a negative impact on tax avoidance. Tax avoidance was positively influenced 

by profitability, leverage, operating cash flow, capital intensity, R&D intensity, and growth rate. 

 

METHODOLOGY 

The study employs a longitudinal research design because it involves the evaluation of the behaviour of 

the same variables over an extended period of time. The panel nature of the data implies that the cross 

sectional research design is also applied because the sample objects of the study cover different firms for 

various years in order to determine their relationships and how significant one variable affects another.  
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Population of the Study 

The population of the study comprised the thirteen (13) deposit money banks quoted on the Nigerian 

Exchange Group. As at year ended December 2020, there were a total of thirteen (13) deposit money 

banks listed under the financial sector on the Nigeria Exchange Group (NGX).  

The study made use of secondary data which were sourced from the various annual reports of the sampled 

Deposit money banks deposited in the libraries and website of the Nigerian Exchange Group (NGX). The 

research covered a period of nine (9) financial years (2012-2020).  

Model Specification 

Thus, in order to ascertain the effect of firm age on tax avoidance of the deposit money banks quoted on 

the NGX.  The study adopted the following models in a bid to provide answers to the null hypothesis of 

the study: 

The model was functionally expressed as: 

The general econometric model for the study was specified thus; 

BTDit = α + β1AGEit + β2SIZEit +  εit …………………………………………i 

Where;  

BTD = Discretionary (Total) Book Tax Difference. 

AGE = Firm age measured as current year less year of incorporation. 

SIZE = Firm size measured as natural log of total asset. 

α = constant. 

β1 to β2 = the coefficient of the parameter estimate. 

ε = the error term or residual. 

i = ith firm for cross-section 

t = time period 

Method of Data Analysis 
The descriptive statistics was first conducted in order to gain understanding of the sample characteristics 

as regards the selected variables. The influence of the selected firm attributes on tax aggressiveness was 

tested using panel regression techniques.  

Decision Rule 

Accept the alternative hypothesis, if the Probability value (P-value) of the test is less than 0.05 (5%). 

Otherwise reject. 

 

DATA ANALYSIS AND RESULT 

Table 1: Descriptive Statistics 
 BTD AGE SIZE 

 Mean  0.004101  27.00000  21.97305 

 Median  0.002031  27.00000  21.97141 

 Maximum  0.016430  31.00000  22.88426 

 Minimum -0.002040  23.00000  21.28029 

 Std. Dev.  0.006054  2.738613  0.584191 

 Skewness  0.982139  0.000000  0.278514 

 Kurtosis  2.814479  1.770000  1.742530 

 Jarque-Bera  1.459802  0.567338  0.709316 

 Probability  0.481957  0.753016  0.701413 

 Sum  0.036906  243.0000  197.7574 

 Sum Sq. Dev.  0.000293  60.00000  2.730236 

 Observations  9  9  9 

 

In table 1, the descriptive statistics for the dependent variable (BTD) and the independent factors are 

(AGE and SIZE). The mean is used to establish a baseline. The central tendency is taken by the median, 

which re-ranks. The maximum and minimum numbers, on the other hand, aid in the detection of data 

problems. The deviation/dispersion/variation from the mean is represented by the standard deviation. It is 

a danger indicator. It is the most reliable and extensively used method of determining dispersion. For 
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BTD, AGE, and SIZE, the standard deviations are 0.006, 2.739 and 0.584, respectively. Skewness and 

Kurtosis are contained in Jarque-Bera. Positively skewed is an indication of a rise in profit while 

negatively skewed is an indication of loss or backwardness. Jarque-Bera is used to test for normality; to 

know whether the data are normally distributed.  

 

Table 2: Pearson Correlation Matrix 

 BTD AGE SIZE 

BTD 1 -0.45329 -0.40525 

AGE -0.45329 1 0.98958 

SIZE -0.40525 0.98958 1 

 

Source: E-Views 9.0 Correlation Output, 2022 

 

The Pearson Correlation Matrix in table 2 shows the existence of a negative relationship between AGE, 

SIZE and BTD, at a coefficient value of 0.453, and -0.405 0.  

 

Test of Hypothesis  

Table 3: Regression analysis between BTD , AGE and SIZE 
Dependent Variable: BTD   

Method: Least Squares   

Date: 04/23/22   Time: 09:40   

Sample: 2012 2020   

Included observations: 9   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C -0.321395 0.401802 -0.799885 0.4543 

AGE -0.005575 0.005260 -1.059925 0.3300 

SIZE 0.021664 0.024658 0.878574 0.4134 

     
     R-squared 0.296034     Mean dependent var 0.004101 

Adjusted R-squared 0.061379     S.D. dependent var 0.006054 

S.E. of regression 0.005865     Akaike info criterion -7.178323 

Sum squared resid 0.000206     Schwarz criterion -7.112581 

Log likelihood 35.30245     Hannan-Quinn criter. -7.320193 

F-statistic 1.261572     Durbin-Watson stat 2.493555 

Prob(F-statistic) 0.348863    

     
     

 

In table 3, a regression analysis was conducted to test the significant effect between book tax difference 

(BTD), firm age (AGE), and Firm size (FSIZE). Adjusted R squared is coefficient of determination which 

tells us the variation in the dependent variable due to changes in the independent variable. From the 

findings in the table 3, the value of adjusted R squared was 0.061, an indication that there was variation of 

6% on BTD due to changes in AGE and SIZE. The probability of the slope coefficients indicate that; P 

(0.33>0.05). The co-efficient value of; β1= -0.005575 implies that AGE is negatively related to BTD, and 

this is not statistically significant at 5%.The probability of the slope coefficients of SIZE indicate that; P 

(0.41>0.05). The co-efficient value of; β1= -0.021664, implies that SIZE is negatively related to BTD, 

and this is statistically significant at 5%. The Durbin-Watson Statistic of 1.948088 suggests that the 

model does not contain serial correlation. The F-statistic of the BTD regression is equal to 1.261572 and 

the associated F-statistic probability is equal to 0.348863, so the alternative hypothesis was rejected and 

the null hypothesis was accepted. Since the Prob (F-statistic) of 0.058808 is greater than the critical value 

of 5% (0.05), then, it would be upheld that firm age has no significant effect on book tax difference of 

deposit money banks in Nigeria at 5% level of significance.  
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CONCLUSION AND RECOMMENDATION  

The independent variable of firm age had a positive coefficient sign in the Nigerian model and a negative 

coefficient sign in the South African model, as observed from the analysis and hypothesis. The 

probability values were both statistically significant, resulting in the split null hypothesis being rejected in 

the models. Due to differing coefficient signs, the influence of firm age on tax aggressiveness changed 

across country, similar to the conclusion of firm size. The firm age finding implied that older Nigerian 

DMBs had a greater BTD means that it was more tax aggressive). The discrepancy in firm age results was 

unexpected, given the average age of the Nigerian banks studied. It contradicted the findings of most 

previous research, such as those by Fernández-Rodrguez et al. (2019) and Pratama (2017), which found 

evidence that the older a company is, the more tax aggressive it is in Spain, Nigeria, and Indonesia, 

respectively. The findings from Nigeria, on the other hand, backed up the findings from the previous 

research as well as the political cost theory, which suggested that older enterprises had more contacts and 

resources for lobbying and were more likely to engage in sophisticated tax planning than newer firms. As 

a result, older Nigerian banks had a tendency to use aggressive tax management to stay relevant in the 

sector.  

In light of the findings, the study concluded that the concept that older enterprises face greater 

reputational risk and hence resort to less risky tax management strategies does not hold true in the 

Nigerian context, as older DMBs have been found to be extremely tax aggressive. Regulators should 

improve their surveillance in this area to limit possible tax evasions while encouraging suitable tax saving 

methods and greater tax compliance, because older DMBs had all the connections that might be used to 

mask sophisticated tax planning activities. 
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