



CORPORATE GOVERNANCE ATTRIBUTES AND TAX PLANNING AMONG CONSTRUCTION AND ALLIED FIRMS LISTED ON THE NAIROBI SECURITIES EXCHANGE, KENYA

ABSTRACT

The construction and allied sector is central to Kenya’s ambition of attaining an industrialized economy status by 2030, as outlined in the Kenya Vision 2030 blueprint. It is vital in driving economic growth through housing, infrastructure advancement and employment creation, fuelled by rapid urbanization and increasing infrastructure demand. However, publicly listed firms in this sector face persistent challenges in achieving effective tax planning. These include disproportionately high effective tax rates, weak corporate governance structures, complex and overlapping tax obligations, and heightened competition from imports all of which constrain strategic tax planning and compliance. Therefore, this study investigated corporate governance attributes effects on tax planning among construction and allied firms listed on Nairobi Securities Exchange (NSE). The study was underpinned by agency theory, stakeholder theory, political power theory, optimal corporate taxation theory and resource- based View theory theory, offering a robust multidimensional theoretical framework. An explanatory research design was adopted to assess relationships among the variables. The study targeted five NSE-listed construction and allied firms, using secondary data sourced from audited financial statements, company reports, and NSE publications using a secondary data collection tool spanning the period 2014 to 2024. Data analysis involved descriptive statistics for summarization and panel regression models for hypothesis testing. The study found that that corporate governance attributes which included board independence, audit committee effectiveness and ownership concentration are critical determinants of tax planning behaviour among NSE-listed construction and allied firms. The study concluded that corporate governance attributes shape tax planning behaviour among NSE-listed construction and allied firms. 
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1.0 Introduction
Construction and allied sector is vital to economic growth worldwide as it helps in infrastructure growth, urbanization and job creation. The construction industry is considered as a component  of both economic and social pillars connecting Kenya through networks communication, highways, railroads (Pyoko, Alex, Akims & Adesanya, 2025). The sector in Kenya, through its centrality to national development, ascertains a greater percentage of 6% of GDP in the country’s Vision 2030. Affordable Housing Programme is one of the government programs, and these big infrastructural projects are the ones that underscore significance of connectivity, facilitate investments and drive national growth. Tax planning is critical to construction firms as it is capital-intensive and the regulations involved are very complex. Therefore, they need to manage tax obligations strategically to reduce effective tax rates and increase financial efficiency.

Tax planning has become a highly important tool in the world when it comes to financial sustainability of construction firm and its resources’ distribution. Akpan (2022) in United States, studied practices of tax optimization among large engineering companies and construction companies and discovered that capital allowances, tax deferrals, and intra-group offshore arrangements were prevalent in minimizing the effective tax rates which help companies liquidate and reinvest in ongoing projects. In the same way, in a research on construction companies in the United Kingdom, Zhang (2023) determined that post-tax returns and long-term capital planning were greatly improved through strategic application of depreciation schedules, accelerated capital recovery and tax-efficient corporate structuring. In Indonesia, Mulyadi and Anwar (2020) observed that MNCs that operate in the construction industry frequently have their own internal tax units or hire external consulting firms to forecast tax planning processes to fit the project life cycle and long-range financial strategies. In the same vein, reports compiled by the Organization for Economic Co-operation and Development (OECD, 2021) indicate that institutionalized tax governance is now being considered a part of corporate financial planning and helps to enhance transparency and efficiency in operations.

Corporate governance is regarded as a structured procedure utilized in directing and managing company affair thereby ensuring adherence to ethics, rules and regulations (Akims, Akims & Pyoko, 2023). Corporate governance attributes are a system of rules, processes and structures through which organizations are governed and managed. These are board structure (size, independence and frequency of meetings), ownership structure (institutional, managerial and concentrated ownership), and effectiveness of audit committee (independence, expertise and frequency of meetings). Others are key factors such as executive remunerations that are performance based, shareholders rights and protections and good internal controls and risk management systems. Combination of these qualities enhances transparency, accountability and long-term success of the organization. They define roles and functions of significant stakeholders such as management, board of directors, shareholders and regulatory agencies. They also establish procedures to be followed in decision making and oversight (OECD, 2022). A healthy corporate governance system promotes culture of transparency, accountability, honesty and oversight of financial resources, all of which increase an organization’s capacity to achieve long-term goals and support stakeholders’ interests (Jensen, 2023).

Tax planning is a strategic decision that firms can use to reduce, postpone, or avoid paying taxes by organizing their transactions in a way that takes advantage of the statutory provisions, deductions and incentives without crossing the legal limits (Pniowsky, 2010; Lee et al., 2015). Tax planning exists within boundaries of law, unlike tax evasion that borders on illegality (Balios et al., 2025). In Kenya, capital allowance optimization, rollover-loss relief and industry-specific rebates are optimized by listed companies particularly in capital-intensive sectors to cut cash tax, enhance after-tax profit and maximize shareholder returns (Ochola, 2022). Integrating tax implications throughout project approval process to financing options becomes a source of competitive advantage.

1.1 Statement of the Problem
The construction sector is considered one of the key sectors driving the economic growth of Kenya (Akims, Akims & Pyoko, 2024). NSE-listed construction and allied firms have a high effective tax rate that is incessantly above the Kenya statutory 30% corporate income tax rate. According to KNBS, the sector registered an ETR of 37.1% in 2014, 37.4% in 2017 and 37.2% in 2019. In post-COVID-19 recovery, this rate decreased slightly to 36.5% in 2021, and 35.8% in 2023, nevertheless, considerably higher than the statutory limit. It is projected that there will be a revival to 37% in 2024. This indicates that the sector has continued to be exposed to tax inefficiencies.

In addition to corporate income tax, companies within this capital intensive industry have to deal with overlapping taxation such as VAT, withholding tax and tax on construction inputs only increasing their tax burden. According to 2024 Tax Expenditure Report, the industry has seen VAT exemption benefits reduced by 8% in 2023, and according to Kenya Association of Manufacturers (KAM) companies, including those in construction, owe an overall sum of more than KSh15 billion in delayed VAT refunds. These are tax compliance issues enhanced by policy unpredictability and administrative slowness which all create a strain on liquidity and makes long term financial planning difficult.

Empirical research identifies corporate governance impact on tax outcomes. Drake, Hamilton and Lusch (2020) discovered U.S. companies which possessed advanced tax planning instruments like valuation allowances and deferred tax positions were more likely to report low ETRs. Nuraini and Sugiyanto (2023) reported a positive correlation between weak board independence and audit oversight and elevated ETRs in Indonesia. Through a research on Indian firms, Jain and Kaur (2022) came to a conclusion that strong, gender-diverse and independent boards improve tax efficiency. At the local level, Ochola (2022) put governance quality positive correlation to tax planning in manufacturing firms within Kenya, but this has not yet been evidenced on the construction and allied industry.

This review addresses these gaps by investigating corporate governance characteristics of board independence, audit committee effectiveness and ownership concentration on tax planning of Kenya’s listed construction and allied companies. Moreover, moderating role of capital allocation efficiency is explored to establish how internal financial pressure empowers or nullifies governance-tax relations. By sewing this gap, the examination will be used to inform governance changes and tax planning in an area that is critical to Kenya development agenda.
1.3 Objectives
i. To determine the effect of board independence on tax planning of construction and allied firms listed in Nairobi Security Exchange, Kenya
ii. To establish the effect of audit committee on tax planning of construction and allied firms listed in Nairobi Security Exchange, Kenya
iii. To establish the effect of ownership on tax planning on construction and allied firms listed in Nairobi Security Exchange, Kenya
1.4 Research Hypotheses 

H01:   Board independence has no significant effect on tax planning of construction and allied firms listed in Nairobi Security Exchange, Kenya
H02:  Audit committee has no significant effect on tax planning of construction and allied firms listed in Nairobi Security Exchange, Kenya
H03:  Ownership concentration has no significant effect on tax planning of construction and allied firms listed in Nairobi Security Exchange, Kenya

2.1 Theoretical Review
2.2.1 Agency Theory
As suggested by Jensen and Meckling (1976) agency theory describes delegation of decision-making power to managers by shareholders. It characterizes the firm as a contractual entity and that an inherent conflict exists when its managers think of personal gain at the expense of shareholder value (Eisenhardt, 1985).

This clash is based on two primary assumptions: first, the assumption that the managers are self-interested and do not necessarily act in shareholders’ best interests; and second, assumption of information asymmetry that helps managers to abuse their powers of decision without proper control. Under corporate taxation, such agency conflicts frequently manifest themselves in terms of aggressive taxation planning by managers, wherein managers take on strategies that help to reduce taxation, but leave the firm vulnerable to taxation regulations, audit risk and bad publicity. In that regard, proper corporate governance is required to align managerial decisions-shareholder goals with facilitate responsible tax behaviour.

Recent empirical work has supported applicability of Agency Theory with regard to analyzing tax-related decisions. In a cross-country sample of publicly listed companies in United States, Desai and Dharmapala (2020) discovered that board independence substantially lowers tax aggressiveness, particularly in companies with stronger agency issues. Mutia and Wanjala (2022) in their review of Kenya’s NSE-listed companies found greater board independence and stronger ownership structures were linked to higher tax compliance and less aggressive tax behavior.

All these results confirm impression that such corporate governance characteristics like board independence and ownership concentration are essential to minimize agency conflicts and promote tax planning. In this research, Agency Theory provides significant theoretical basis of investigation into governance role in tax outcomes especially in justifying inclusion of board independence and ownership concentration variables.

2.2.2 Stakeholders Theory
Proffered by Freeman (1984), this theory encourages consideration of every party to a company’s behavior, not only of the shareholders, but also of creditors, employees, customers, regulators and other community’ individuals. The theory also highlights management’s need to establish governance structures that are ethical, inclusive, and transparent in a bid to reconcile interests of these different groups of stakeholders. In this context, audit committee competence and board independence would be important tools that encourage accountability, equity and corporate responsibility.

The theory is supported by audit committees, which improve financial transparency and credibility, among other areas such as tax reporting, to the extent that stakeholders trust them. Similarly, independence of boards will guarantee objective supervision of the management and are useful in ensuring that the interests of stakeholders are not compromised due to biased or self-serving decisions.

In their study of UK-listed companies, Al-Shaer and Zaman (2019) revealed that effective audit committees considerably positively impact corporate accountability, which positively affects external stakeholders in form of regulators and creditors. In their research on Nigerian listed companies, Fodio, Oba, and Olokoyo (2021) also established that board independence positively affected transparency and minimization of stakeholder-related risks of financial reporting.

These observations substantiate the fact that Stakeholder Theory is a firm advocate of governance mechanisms that are specifically useful audit committees and independent directors as the keys to stakeholder expectations management and enhancement of ethical, inclusive, and responsible corporate governance.

2.2.3 Optimal Corporate Taxation Theory 
Auerbach (2002) introduced this theory which contained an idea that should lead to tax neutrality in corporate tax systems: taxation ought not to interfere with firms’ investment and financing choices. It is based on the premise that an optimum tax structure ought to be effective, fair and avoid economic distortions whilst also achieving enough tax revenue to the government. Auerbach focused on corporate behavior, which needs to be consistent with tax policy to enhance economically efficient decision-making to reduce inefficiency in the allocation of resources.

Devereux and Griffith (2003) took the theory internationally, analyzing response of multinational corporations to different taxations systems in different jurisdictions. They emphasized in their work such issues as profit shifting, competition in taxes and strategic distribution of capital and income which demonstrated that corporate taxes policies can significantly impact cross-border investment behavior.

This theory’s applicability in explanation of taxation results is supported by more recent empirical studies. In their research involving OECD nations, Karkinsky and Riedel (2019) discovered that corporate tax differentials are crucial in determining how businesses invest and distribute profits, which is a justification of the fact that taxation does affect behavior of businesses. Using data provided by East Asian firms, Bae and Goh (2020) showed that high efficiency in investment and paying taxes are optimal tax structure results. Ndung and Rotich (2023) realized in the African situation that proper and efficient tax planning, backed by proper corporate governance, will increase firms’ ability to ensure that they maximize tax payments without breaking compliance standards.

In the present research, Optimal Corporate Taxation Theory helped in interpretation of effective tax planning impacts that is gauged by Effective Tax Rate (ETR) on company-level attributes of good governance and financial structure. The theory justifies incorporation of capital allocation efficiency as a moderating variable as the variable influences firms’ financing decisions and taxable income. Also, it supports need to focus on governance mechanisms, which can pre-determine firms’ response to policy pressures and economic pressures to handle tax liabilities. Using the theory on the Kenya construction and allied sector would allow taking a practical examination of governance structures’ role in determining tax outcomes in a resource-demanding and financially intricate sector.

2.3 Empirical Review
Li et al. (2023) investigated board reforms effects especially on corporate tax avoidance board independence in 31 countries across the world. Based on cross-country regression analysis, it was found out that board independence is of great help in reducing tax avoidance, particularly in companies where agency conflict is high and low in terms of transparency. The authors suggested that board reforms should be embraced globally in order to curb tax evasion by increasing independence. Board independence was decided to be essential in effective tax governance in an international context. Nevertheless, it did not include firm-specific and industry-level analysis which makes it necessary to conduct more research to study board independence on smaller levels. The proposed study overcomes this limitation by taking a sector-specific perspective (NSE-listed construction firms) and evaluating board independence on a case-by-case basis and capital allocation is used as a moderator to examine subtle interaction between governance and financial pressure.

The authors of the article Yahaya (2025) explored relationships between audit committee nature and tax aggressiveness in 153 publicly traded Nigerian companies operating in eleven industries during 2014-2023. The study utilized pooled OLS regression in order to determine audit committee independence, size, meeting frequency and gender diversity impacts on ETR. Outcomes uncovered that independence and frequency of meeting were found to be negatively related to tax aggressiveness indicating implications of active and independent audit committee in mitigating aggressive tax planning. The research suggested that audit committee organisations should be made stronger to improve tax compliance but pointed out that there was a lack of knowledge on the causal process of such effects. On basis of the above, the current research proposes CAE as moderating variable to investigate how internal financial pressures can affect audit committees’ effectiveness in construction and allied firms in Kenya. It as well addresses the methodological gap that is found in dropping out a moderating variable.
Abdeljawad, Al-Selkhi, and Abu-Ras (2023) studied how the independence, expertise and size of audit committees relate to tax avoidance of non-financial listed companies in Palestine Exchange between 2015 and 2021. They utilized pooled, fixed and random effects regression models and established that audit committee independence and size had a positive relationship with tax avoidance and that expertise did not affect it. These results point to the idea that the larger and independent audit committees can facilitate tax avoidance, but more expertise can prevent it. The paper has highlighted that there should be a balance in composition of audit committees to provide good oversight. It is also worth noting that authors identified a gap in comprehending interaction between different features of audit committee and its effects on tax behavior. In that regard, current paper investigates joint impacts of audit committee attributes and capital allocation effectiveness in Kenya’s construction and related companies providing sector-specific evidence where governance relationships and debt relations are inseparably linked.

Safitri and Oktris (2023) established institutional ownership, leverage and liquidity impacts on tax avoidance among property and real estate firms listed on the Indonesia Stock Exchange between 2019 and 2021. Using quantitative design and multiple regression analysis, the review established ownership concentration negatively affecting tax avoidance, suggesting that firms with higher ownership concentration engaged less in aggressive tax planning. The authors recommended strengthening ownership concentration as a governance mechanism to reduce tax-related risks. However, the study did not explain how institutional investors exert influence over tax decisions (conceptual gap). To address this, the present study explores the governance role and engagement practices of institutional investors and examines how capital allocation efficiency moderates ownership concentration connection with tax planning in Kenya’s construction and allied sector.
Herawaty (2022) studied ownership concentration impacts on tax avoidance in Indonesia’s manufacturing industry in period 2018-2022 using consumer goods firms that represented the sample. Multiple regression analysis was used in which the analysis revealed that there was no statistically significant relationship between ownership concentration and tax avoidance. This implied that institutional ownership in itself might not be full-fledged as a tool of tax compliance, at least in industries where governance issues are closely embedded. The paper had suggested incorporation of other governance variables in future studies including boards’ independence managers’ motivation. The major loophole was absence of distinction between passive and active institutional investors. Based on this shortcoming, the present research is devoted to share percentage held by institutional investors as a measurable indicator of ownership concentration and how degree of institutional equity involvement based on ownership levels according to threshold categories influence tax planning results. Moreover, the paper investigates CAE moderating role on this relationship to provide a more complicated interpretation of ownership power interaction with financial structure to determine tax behavior.

3.0 Methodology
This is systematic framework, which directs the researcher in coming up with accurate, valid, objective and cost-effective results (Khan, 2008). The study utilized a design that was explanatory in nature to investigate board composition effects on tax planning. The researcher seeks to know what is going on and what lies below the nature of relationship between variables. This design is suitable as researcher has known much about the phenomenon under examination but would want a deeper understanding of how the variables relate to each other (Cooper and Schindler, 2008). This study population encompassed five publicly traded construction and allied firms in Nairobi Security Exchange, as of December 31, 2024. Unit of analysis was individual firm-year observation across each year between (2014–2024). Secondary data sources were NSE-listed construction and allied firms’ published annual financial reports and Individual company websites between January 2014 and December 2024, which was compiled using a structured data collection sheet
3.1 Empirical Model.
A panel multiple regression model was used to analyse the data as shown below.
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Where:

TP = Tax Planning
X1 = Board Independence 

X2 = Audit Committees Effectiveness
X3= Ownership concentration
t = Time period 

i = companies 

ε = Error term

β1, β2, β3, and β4 = Coefficients

4.0 Results, Findings and Discussion
4.1 
Results of Descriptive Statistics
Table 1 presents the descriptive statistics for the study variables, including the number of observations, minimum and maximum values, means, and standard deviations. 
Table 1 Descriptive Statistics

	Descriptive Statistics
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	Board Independence
	55
	0.4
	0.888889
	0.709436
	0.151106

	Audit Committee Effectiveness
	55
	0.75
	5
	2.0955
	1.09871

	Ownership concentration
	55
	0.01
	0.24
	0.0927
	0.06471

	Tax planning
	55
	0
	0.32
	0.2258
	0.10082


Board Independence had an average of 0.7094, which means that, on average there were 71 percent of board members in sampled firms that were independent directors. The lowest possible and the highest possible values (0.40 and 0.89, respectively) indicate a dispersion in the board composition within the firms and across the years. Standard deviation (0.1511) is not very high, which suggests that there is moderate consistency in the independence of the board, which is an indication of the compliance with the best practices of corporate governance among the NSE-listed companies.

Audit Committee averaged at 2.0955 with its values of ranging from 0.75-5.00. It shows that there is average efficiency of audit committees between the firms. The mean difference of 1.0987 is indicative of a significant difference in audit committee structure, expertise and independence, indicating that there are firms that have stronger audit overseers than others.

Ownership Concentration possessed an average of 0.0927 which meant that on average, major institutional shareholders possessed about 9.3 per cent of the shares. The lowest and highest values 0.01 and 0.24 demonstrate differences in the structure of ownership between firms. The standard deviation (0.0647) is rather low, which implies that there is not much dispersion, meaning that the concentration of ownership is not extreme in the sector.

The dependent variable, Tax Planning, had mean =0.2258, minimum=0.00 and maximum=0.32. It shows that the companies were moderately involved in tax planning, on an average. The value of the standard deviation (0.1008) implies the variability of the tax planning, as the firm strategies, governance structure, and financial performance vary in their approaches. The descriptive statistics on the whole show that there is sufficient variability between all the study variables. According to the findings, NSE-traded construction and related firms tend to exhibit relatively high board independence, mediocre audit committee efficacy, low to moderate ownership concatenation and a differing range of capital deployment effectiveness, which can be important in the context of tax planning 
4.2 Results of Multiple Random Effect Regression Analysis

Table.2 presents the results of the multiple random effects regression analysis, examining the effect of corporate governance attributes on tax planning among NSE-listed construction and allied firms. The model is statistically significant, as indicated by a Wald chi-square value of 8.37 with a p-value of 0.0390, implying that the independent variables jointly explain variations in tax planning. The R-squared value of 0.6511 indicates that approximately 65.11% of the variation in tax planning is explained by board independence, audit committee effectiveness, and ownership concentration. This reflects a strong explanatory power for the model.
Table 2 Multiple Random Effect Regression Analysis Results

	Tax Planning
	Coef.
	Std. Err.
	z
	P>|z|
	[95% Conf.
	Interval]

	Board Independence
	0.304637
	0.09392
	3.240
	0.001
	0.120558
	0.488716

	Audit Committee Effectiveness
	0.031009
	0.01563
	1.980
	0.047
	0.000375
	0.061643

	Ownership concentration
	0.254898
	0.031257
	8.150
	0.000
	0.193635
	0.31616

	_cons
	0.33309
	0.065285
	5.100
	0.000
	0.205135
	0.461046
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	Prob > chi2                           =    0.0390
	
	
	
	

	Number of obs                       =        55
	
	
	
	

	Number of groups                   =         5
	 
	 
	 
	 


Board independence positively and statistically significantly impact tax planning (β = 0.3046, p = 0.001). This means that high tax planning is linked to higher percentage of independent directors. Other factors held constant, one unit of increment of board independence results in an increment of 0.3046 units of tax planning. Null hypothesis (H01) is rejected because it is found that board independence is not a significant tax planning effect. According to the outcome, independent directors can be helpful in strategic, but compliant, tax planning projects to increase shareholders value. This finding is consistent with Agency Theory and Political Power Theory of board which argues that sound board oversight may create best possible tax decisions as opposed to restricting decisions.
This result was similar to Ali et al. (2024) outcomes who undertook research on Pakistani non-financial listed firms to examine board independence impacts on tax avoidance and reported that board independence was set at a negative relationship with tax avoidance. They suggested strengthening governance systems and increasing institutional controls as measures of curing aggressive tax practices. It was also in agreement with Li et al. (2023) who disclosed that board independence would greatly lower tax avoidance, particularly within companies that have high agency conflicts and low transparency. Authors suggested that board reforms that increase independence should be embraced worldwide in order to curb tax evasion. The research was in line with Ochola (2022) who found that board independence increases tax efficiency by increasing oversight, lowering aggressive tax planning and improving transparency of tax related decisions. Ownership concentration and external audit quality were also observed as working in favor of governance and helping in attaining better tax results. 

Audit committee effectiveness also shows a positive and statistically significant relationship with tax planning (β = 0.0310, p = 0.047). Whereas the strength of the coefficient is not very high, the outcome shows that the existence of stronger audit committees helps to augment the level of tax planning activity. As a result, the null hypothesis (H01) is not accepted. Good audit committees are discovered to have the capacity to improve tax oversight standards so that firms can practice informed and compliant tax planning instead of aggressive tax evasion. This aligns with Agency Theory that focuses on monitoring systems that help to adjust managerial behavior to follow shareholders’ interests. This paper agreed with conclusion made by Yahaya (2025) who found that independence and meeting frequency negatively related with tax aggressiveness as it relies on active and independent audit committees in deterring aggressive tax planning. The observation further corroborated outcomes of Abdeljawad, Al-Selkhi, and Abu-Ras (2023) who propose that independent and larger audit committees might facilitate tax avoidance, but more expertise would restrain it. This paper has highlighted need to balance these properties in audit committees’ composition in order to have an effective audit committee. Finally, Deslandes, Fortin, and Landry (2020) also uncovered financial expertise and diligence as highly associating with tax aggressiveness, and more expert and vigilant audit committees would likely have a lower tax aggressiveness.
Ownership concentration has a strong positive and highly significant effect on tax planning (β = 0.2549, p = 0.000). This implies that greater ownership concentration drives more intensive tax planning. The outcome is that null hypothesis (H01) is rejected. This high influence implies that shareholders with majority influence management towards efficient tax strategies to achieve maximum after-tax returns. This observation is in line with Resource-Based View and Political Power Theory which suggests that concentrated ownership increases a firm’s mobilization capacity in strategic financial choices, such as tax planning.

This outcome was corroborated by Safitri and Oktris (2023) who set up that existing ownership concentration negatively impacted tax avoidance, and that firms exhibited greater ownership concentration performed less aggressive tax planning. Conversely, the research did not substantiate Herawaty (2022), who did not find any statistically significant correlation between ownership concentration and tax avoidance. Findings were in agreement with Ben Hamida (2022) whose study found that higher ownership concentration was associated with lower tax avoidance, suggesting that institutional investors act as external monitors that limit aggressive tax strategies.
5.1 Conclusion 

Based on the finding, the study made the following conclusion. Overall, the study concludes that corporate governance attributes and capital allocation efficiency jointly shape tax planning behavior among NSE-listed construction and allied firms. First, the study concludes that board independence significantly influences tax planning among NSE-listed construction and allied firms in Kenya. A higher proportion of independent directors enhances strategic oversight and informed decision-making in tax-related matters. Independent boards appear to facilitate structured and compliant tax planning, supporting the view that effective board composition strengthens corporate financial strategy rather than merely constraining managerial actions.
The study also concludes that audit committee effectiveness plays a significant role in shaping tax planning practices. Firms with more effective audit committees demonstrate improved tax oversight and better alignment of tax planning decisions with regulatory requirements and corporate objectives. This indicates that audit committees are instrumental in promoting transparency and accountability in tax-related decisions.
On ownership concentration, the study concluded that ownership concentration has a significant and positive effect on tax planning. Concentrated ownership structures enable dominant shareholders to exert influence over management, encouraging the pursuit of tax strategies that maximize shareholder value. This suggests that ownership structure is a critical governance mechanism affecting tax planning behavior in listed firms.
5.2 Recommendation of the Study

In light of results and conclusions, the research advances following recommendations for policy makers, regulators, and managers of NSE-listed construction and allied firms in Kenya. The study recommends that regulators such as CMA and NSE should continue to enforce and possibly enhance requirements for independent directors on boards. Firms should provide continuous capacity-building programs for independent directors, focusing on tax planning, regulatory compliance, and risk management. Further, firms should leverage independent boards not just for compliance but also for strategic tax planning, ensuring tax decisions align with shareholder value creation.

The CMA and NSE should ensure that audit committees meet minimum standards of independence, expertise, and size, particularly in financial oversight and tax matters. Firms should regularly evaluate audit committees’ performance to ensure robust oversight of tax planning and financial reporting. Further listed firms with concentrated ownership should ensure that dominant shareholders are actively involved in governance, particularly in tax strategy discussions. While concentrated ownership facilitates strategic decision-making, firms should maintain transparency and protect minority shareholder interests in tax planning to preserve legitimacy and market confidence.
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