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The study examines the moderating role of International Financial Reporting Standards (IFRS) adoption between
tax avoidance and the performance of Small and Medium Enterprises (SMEs) in Nigeria. This research explores whether
adopting IFRS for SMEs mitigates the negative implications of tax avoidance, which may improve short-term performance
but create long-term reputational and operational risks. Using a quantitative research strategy as well as a positivist
research philosophy, the respondents were selected using a purposive sampling technique based on the relevance of their
SME activities and readiness to participate in the study. A cross-sectional survey design was employed to obtain the data
from 502 SME owners and managers in Nigeria. Questionnaires were administered via Google Forms, and descriptive
statistics as well as Structural Equation Modeling (SEM) were used to test formulated hypotheses. The results show that tax
avoidance has a positive influence on SMEs’ performance, but its benefits are offset by long-term challenges. IFRS adoption
moderates this relationship by enhancing financial transparency and operational efficiency. The study reveals how IFRS
adoption can improve financial reporting practices, thus promoting sustainable business growth in emerging economies
like Nigeria. The study also shows that IFRS adoption is not just a compliance requirement but can also be a strategic tool to
enhance SMEs’ operational performance and reduce risks associated with aggressive tax avoidance.
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Introduction

Globally, Small and Medium Enterprises (SMEs)
are widely recognized for their significant economic
impact. Both established and emerging nations view the
SME sector as the hub for economic growth. Because
they have created jobs and paid taxes to the country,
SMEs have made a huge contribution to the economy.
However, issues like tax compliance and financial
accessibility impede their expansion. IFRS adoption has
been identified as a key driver for enhancing financial
transparency and investor confidence. (Msechu et
al, 2024). In Nigeria’'s economic landscape, SMEs
play a vital role, as they contribute about 48% to the
national GDP and account for approximately 96% of
all businesses. Furthermore, SMEs are responsible for
84% of employment in the country, highlighting their
significance in job creation and economic stability as
well as fostering local entrepreneurship and innovation.
Despite their contributions, SMEs in Nigeria face
numerous challenges that hinder their growth and
sustainability. Key issues include access to finance, high
interest rates, infrastructure deficits, and the regulatory
environment. However, alignment of accounting
standards, government support, networking, and
collaboration among SMEs can help SMEs to mitigate
all these challenges for enhancing the effectiveness of
the performance of SMEs in Nigeria. The International
Financial Reporting Standards (IFRS) are a wide-
ranging collection of accounting standards that are set
up to increase the significance of financial reporting
transparency and comparability in developed and
developing nations (Samour et al, 2024).

According to Akpan et al. (2023), taxation serves
as a fiscal policy tool to regulate the economy of any
country. It helps in the growth of specific sectors
and the development of emerging industries. Many
developing countries face difficulties funding essential
projects due to unstable revenue sources (Malik et al,
2025). The annual increment target is a thoughtful task
for government. Tax avoidance is planning strategies
to use tax law and accounting standards to reduce
the amount of tax payable to government and, that is
expected to improve firm performance. Tax reforms
in many instances have been implemented to achieve
compliance with tax laws. According to Khan and
Tjaraka (2024), tax reform involves a comprehensive
transformation of the existing tax system, regulatory
enhancements, expansion of tax base, and improvement
in tax administration. In Nigeria, in order to
enhance penalties for non-compliance, Nigeria Tax
Act (2025) introduce ¥100,000 with first month and
¥50,000 for subsequent month for failure to register
as a taxpayer. Furthermore, failure to keep books
attracts fines of ¥10,000 and ¥100,000 for individuals
and companies, respectively. Additionally, if convicted,
nonpayment of taxes deducted at the source can result
in up to three years in prison. In an effort to improve the

ISSN 2310-9513
2025. Bunyck/Issue 22

effectiveness and legitimacy of tax dispute settlement,
it also introduces establishment of Tax Appeal Tribunal
to handled dispute related to both federal and state
tax legislation. Similarly, a Tax Ombud office was
established to handle complaints from taxpayers and
advance equity in tax administration.

Previous studies have identified motivations driving
SMEs to adopt IFRS. A primary reason is the desire
for enhanced transparency and credibility, which can
facilitate access to financing and attract investors.
Akpan et al. (2023) indicate that SMEs adopting IFRS
report improved financial reporting quality, which
can enhance stakeholder trust and facilitate business
expansion. Furthermore, the globalization of markets
has prompted many SMEs to adopt IFRS to remain
competitive and compliant in international trade. By
aligning SMEs’ financial reporting with global standards,
SMEs can better engage with foreign investors and
partners, thus increasing their market reach. Despite
the benefits, the adoption of IFRS presents significant
challenges for SMEs. A recurring theme in the literature
is the lack of resources and expertise. Many SMEs
struggle with the complexity of IFRS, which can lead
to increased financial reporting costs and potential
misapplication of the standards. Studies have shown that
the limited availability of trained personnel can hinder
effective implementation, resulting in inconsistent
reporting practices. Additionally, the financial burden
associated with transitioning to IFRS can be daunting
for SMEs. Research highlights that the costs of training,
system upgrades, and ongoing compliance can
disproportionately impact smaller firms, leading some
to hesitate in adopting the standards.

In Nigeria, SMEs are one of the sectors that are
fast-growing, and they are more significant to the
growth and development of the country’s economy.
Thus, to meet the demand of IFRS, a streamlined IFRS
is necessary for SMEs to serve this fast-rising sector. In
2010, the IFRS for SMEs framework was established
with the goal of improving the quality of SMEs’ reporting
process and also enhancing their finances at both
national and international levels. Moreover, according
to the International Accounting Standard Board (IASB,
2009), SMEs are entities that are not accountable to
the public and issue general-purpose financial reports
to outsider users. However, SMEs may have other
characteristics than those indicated by IASB according
to the country’s legal system (Olaleye et al, 2021). Due
to a variety of reasons, adoption of [FRSs by SMEs has
brought uncertainty to their environments. Among
those most important issues SMEs perceive are the cost,
lack of experience, uncertainty surrounding the to-be
system, and impact upon users’ needs (Zahid & Simga-
Mugan, 2019; Damak-Ayadi et al, 2020). Nevertheless,
globalization isdominant, and comparability of accounts
will make such information feasible by maintaining
accounting system conformity. The IASB also contends
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that greater ability for users and investors, as well as the
enterprise itself, to evaluate other companies’ financial
information and compare results to identify differences
in order to make investments that will enhance the
companies’ position will serve all the interested parties
(Oladejo & Shittu, 2018; Okafor et al, 2019). Regulation
is an optimum social response in accordance with
public interest theory to market faults likely to lead
to underproduction of accounting information. To the
authors’ knowledge, there are no empirical studies
undertaken at the national level examining whether
adoption of international accounting norms adopted
by IASB is more likely in countries that cannot establish
their own domestic accounting norms.

Adoption of IFRS by SMEs is more likely to happen in
countries whenever there is a lack of indigenous GAAP,
to the point where such countries may even see value in
doing so. This is in accordance with our results. Interest
group and capture theories of regulation argue that the
regulator accommodates specific groups’ demands. For
example, full IFRS have already been adopted by various
countries in Africa to be used by both public and private
companies. Different groups argue that non-public
accountable companies view full IFRS as too complex
to use, with huge transitional and implementation costs
that will overshadow such companies’ benefits (Kaya &
Koch, 2015). The likely effect of IFRS implementation
on the precision of reporting, capital availability, and
general business performance has turned adoption
of the standard by SMEs in Nigeria intoa much-
discussed issue. The challenges associated with SMEs
in adopting IFRS are viewed to be advantages and
limitations associated with its implementation (Kili¢
& Uyar, 2017). This study examines how SMEs in Oyo
State implemented IFRS and to present informative
data regarding the benefits and effectiveness of the
framework to SMEs in Nigeria. Based on previous
studies (Ramanna & Sletten, 2009, quoted in Kaya
& Koch, 2015), evidence indicated that the adoption
of IFRS by SMEs is not very attractive to countries
with relatively high-quality governing institutions
due to high switch-over costs and negotiating costs.
This authenticated that adoption of IFRS has been
associated with improved SMEs’ performance in terms
of profitability, along with liquidity. Additionally, as
the IASB framework is similar to those in common law
countries’ accounting traditions, common law countries’
accounting frameworks are more likely to convert their
SMEs to IFRS (Pais & Bonito, 2018).

This study makes various contributions to existing
studies. First, this research adds to existing literature
by analyzing the potentiality as well as the hurdle of
IFRS adoption by SMEs in selected states across the
six geopolitical zones in Nigeria. Also, this research
also identified if IFRS adoption by SMEs can affect tax
avoidance, which existing studies in the field of study
have not elaborated on. Furthermore, since the study
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are using more explanatory variables, issues of the
omitted variable problem as one of the causes of the
endogeneity problem will be mitigated.

Literature review

Theory underpinning the study

Institutional theory served as the foundation for
this investigation. The institutional theory was put out
by Scott (2004) to describe the resources, regulatory
foundations, and other associated activities that
provide the institutional lifecycle stability. According
to institutional theory, institutional isomorphic forces
motivate and exert pressure on an organization’s formal
structure. According to Boxenbaum and Johsson (2017),
the theory offers structures, norms, and practices that
help entities create efficient social behavior procedures.
The theory, which focuses on the most profound and
reliable features of institutional structures, is generally
and widely accepted because it considers the norms and
processes by which structures, techniques, conventions,
and practices generate compelling procedures for
social behavior and conduct. Functionalism, restricted
reason, attenuated awareness, and external contexts
are important elements of the theory (Mvunabandi,
2023; Shittu et al, 2023). Because it is a crucial tool for
identifying the elements that influence SMEs’ adoption
of IFRS, institution theory was taken into consideration
in this study. Nonetheless, the opportunistic behaviors
of managers who may lower their tax liability by
employing a variety of intricate transactions to serve
their own interests are explained by agency theory.

Tax Avoidance

SMEs are significant, particularly in terms of
nation building. There are various barriers to SMEs’
engagement in some operations in the internal
market. The major challenges are traceable to
inconsistent national tax and accounting frameworks.
SMEs bear costs associated with tax compliance based
on this fact, which is intended to be decreased by I[FRS
adoption. The literature has also explored various
theoretical frameworks to understand tax avoidance.
For instance, the agency theory has been applied
to analyze how managerial incentives influence tax
planning decisions. Studies have shown that managers
may engage in tax avoidance to enhance their
personal benefits, which can conflict with shareholder
interests. Additionally, the behavioral agency model
posits that family firms may avoid aggressive tax
strategies to preserve their socioemotional wealth,
reflecting a tension between financial optimization
and reputational concerns (Sadnchez-Ballesta & Yagtie,
2024). As businesses increasingly adopt complex tax
strategies, there is a call for more nuanced regulations
that account for the varying motivations behind tax
planning behaviors (Septriani et al, 2025). There is a
need to explore the intersection of tax avoidance with
emerging trends such as the adoption of IFRSs with
SMEs’ performance.
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SMEs Performance

The performance of SMEs has attracted a lot of
attention lately since it is essential to job creation and
economic growth. SMEs are crucial to Nigeria’'s economy
and have a significant impact on its development
(Adeosun & Shittu,2021). However,Adeyemoand Olateju
(2022) asserted that Nigerian SMEs were overlooked by
successive administrations in favor of their bigger rivals.
However, the majority of working people are employed
by SMEs. Furthermore, the majority of Nigeria’s large-
scale businesses began as SMEs, according to Awoyemi
and Makanju (2020). Similarly, according to Adelekan
et al. (2019), SMEs account for the bulk of businesses
in Nigeria and contribute considerably to the GDP of
the nation. SMEs that adopt and implement IFRS for
SMEs can better meet changing consumer demands,
thereby improving their competitive edge and
effectively enhance overall performance. Moreover, the
proactive identification of market opportunities allows
SMEs to position themselves advantageously against
competitors (Oyedeji et al, 2023). Additionally, SMEs
may use financial performance metrics to assess their
financial situation, identify areas for improvement,
and establish reasonable long-term goals. It also helps
firms compare themselves to other businesses in the
same sector since it provides an objective evaluation
of their financial status over a given time period (Yoo
& Managi, 2022). Umadia and Kasztelnik (2020) claim
that because SMEs’ failures result in financial loss,
job loss, a lack of incentive for entrepreneurship, and
ultimately firm collapse, their predicted contributions
to the Nigerian economy have decreased. Another
recent focus has been on the relationship between SME
success and the implementation of IFRS. Furthermore,
little research has been done on how tax evasion affects
the connection between SMEs’ performance and the
adoption of IFRS, especially in Nigeria. By giving SMEs
owners additional information and insight into various
tactics they may use to boost their productivity and
maintain the steady expansion of their companies, the
current study advances business practices.

IFRS for SMEs Adoption

Global focus has come to rest with the adoption
of IFRS for SMEs’ implementation due to the fact
that it presents a frame of reference specific to these
organizations’ needs. Nigeria, with one of Africa’s largest
economies, adopted the IFRS for SMEs framework in
2010 upon realizing how important standardization in
reporting finances is (Abedana et al, 2016; Mvunabandi
& Mbonigaba, 2023). The standard’s pre-publication
period from 2000 to 2009 was examined in the first
instance, while its second revision from 2009 to 2015
and the feedback received from 2019 to 2021 were
also assessed to have a better understanding of the
evolution of the IFRS standard for SMEs. According to
the studies carried out by Adetula and Okafor (2014)
as well as [zedonmi and Uadiale (2017), they revealed

ISSN 2310-9513
2025. Bunyck/Issue 22

that adoption of IFRS for SMEs has increased openness
in reporting, made ease in comparison, and allowed
SMEs to access finance. They added that it has increased
investor confidence and also increases the validity of
statements. Authors concluded that SMEs’ performance
is positively influenced by the adoption of IFRS since it
improves SMEs’ quality of reporting as well as decision-
making. However, Okoye and Ajam (2019) observed that
SMEs faced various hitches during the adoption process,
such as lack of knowledge, lack of qualified staff who are
capable of handling implementation and understanding
of the framework successfully, as well as the need for
more training and funds. Additionally, Onyali and Odia
(2015) highlighted technical assistance and advice,
economic consequences of compliance, as well as
challenges of adopting complex accounting rules. Several
studies have proven to have an effect in shaping IFRS
adoption by Nigerian SMEs. However, there are limited
studies on how tax avoidance influences the relationship
between IFRS adoption and SME performance. Hence,
this study looked at how tax evasion affected the way
Nigerian SMEs performed after adopting IFRS.

Empirical review and hypotheses development

Tax avoidance and SMEs Performance

SMEs areregarded as the backbone of every economy
and have a significant role in national economic
development (Roman et al, 2023). Malik et al. (2025)
evaluate the connection between business success and
corporate tax evasion. The findings show that corporate
tax evasion improves business success. Additionally,
Khan and Tjaraka (2024) look at how Surabaya’s SMEs’
compliance is affected by their perceptions of tax
fairness and tax comprehension. The results show that
SME taxpayers’ compliance in Surabaya is positively
impacted by their view of tax fairness as well as their
comprehension of taxes. Similarly, Snchez-Ballesta and
Yagiie (2024) investigate how tax evasion affects SMEs’
production in Spanish. According to the research, tax
evasion boosts SMEs’ productivity. However, Roman et
al. (2023) used secondary data from 2008 to 2021 to
determine the link between SMEs’ performance and the
taxes they pay across 27 EU member states. The results
demonstrate that the taxes SMEs must pay are viewed
as obstacles to performance improvement. Additionally,
Khan et al (2023) used PLS-SEM to examine data
from 375 Pakistani SME textile businesses in order to
evaluate the impact of tax evasion and corporate social
responsibility on sustainable business performance as
well as the mediating function of green competence. The
findings show that the relationship between tax evasion
and sustainable business performance is unaffected
by corporate social responsibility. As a result, after
reviewing earlier research in the field, it has been noted
that little is known about the connection between the
performance of SMEs and tax evasion, especially in
Nigeria. Therefore, this study examined the connection
between the performance of SMEs and tax evasion.
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IFRS for SMEs adoption as moderator

The impact of IFRS 16 adoption on the financial
statements and important financial ratios of mining
firms listed on the Johannesburg Stock Exchange
(JSE) in South Africa was evaluated by Wyk and
Enslin (2025). The results showed that after
implementation, IFRS 16 raised overall assets and
liabilities. Additionally, Muda et al. (2024) examined
how institutional isomorphic constraints affected
Ghanaian SMEs’ adoption of IFRS. The findings showed
that mimetic and coercive isomorphic pressures had
a major beneficial impact on SMEs’ adoption of IFRS
in Ghana. Similarly, Tenzer (2024) evaluated how
the implementation of IFRS 15 affected performance
evaluation. In order to handle the changes brought
about by the new accounting standard, healthcare
policymakers and managers must have a thorough
awareness of both the planned and unforeseen
consequences of its implementation, according to the
report. The adoption and implementation of IFRS for
SMEs also poses a number of difficulties, according to
Segotso et al. (2024). These difficulties include poor
educational attainment, adoption-related expenses,
political pressures, regulatory body training and
assistance, and cultural considerations.

Additionally, the impact of education level, the
presence of alternative accounting standards, and
the degree of internationality on the implementation
of IFRS for SMEs was evaluated by Fanani et al
(2024). The results show that the adoption of IFRS
for SMEs is negatively impacted by educational
attainment and the presence of alternative accounting
standards. Additionally, Msechu et al. (2024) looked
at how business characteristics affected Tanzanian
SMEs’ adherence to IFRSs. The results indicate that
the performance of SMEs and the degree of IFRS
compliance are significantly positively correlated.
The link between macroeconomic conditions and
SMEs’ adoption of IFRS was examined by Issam and
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Ibtissam (2023). The results show that a non-Anglo-
Saxon culture and an adverse political environment
increase a nation’s likelihood of implementing IFRS
for SMEs. Similar to this, Akpan et al (2023) looked
at how SMEs were affected by the implementation of
IFRS, taking into account both their appropriateness
and the difficulties they face. According to the survey,
different nations have different levels of SMEs’
adoption of IFRS. Some have adopted IFRS for SMEs as
their principal standard, while others continue to use
a hybrid approach in addition to national standards.
The use of the historical research methodology was
also explored by Marina (2022), who looked at the
history and evolution of the IASB’s project on SMEs’
financial reporting as well as the events that followed
the standard’s first and second revisions. Furthermore,
there aren’t many studies on the adoption of IFRS for
SMEs as a mediator in evaluating SMEs’ performance.
Some examined more complicated adoption issues,
but the majority of studies on IFRS for SMEs have
concentrated on stakeholders’ perceptions of the costs
and benefits of adoption (Litjens & Bissessur, 2012;
Uyar & Giing6rmiis, 2013; Albu et al, 2013; Kili¢ et al,
2014). None of these earlier studies take into account
the adoption of IFRS by SMEs in Africa, particularly
in Nigeria, as a moderator. Adoption’s influence was
not taken into account as a moderator in the few
research studies that were carried out in Nigeria and
throughout Africa (Adetula & Okafor, 2014; Abedena et
al., 2016; Okafor et al, 2019). Thus, by developing the
assumptions listed below, the current study closed the
research gap.

H;: Tax avoidance has a significant on SMEs
performance in Nigeria

H,: IFRS adoption positively significantly moderate
the relationship between tax avoidance and SMEs
performance in Nigeria

Moderating Variable
IFRS Adoption for SMEs

Dependent Variable

Independent Variable
Tax Avoidance

SMEs Performance
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Methodology

The study adopts a quantitative research strategy
as well as a positivist research philosophy. A cross-
sectional survey design was employed to obtain the
data. The respondents were selected using a purposive
sampling technique based on the relevance of their
SME activities and readiness to participate in the study.
Data was collected through questionnaires via Google
Forms and disseminated through various WhatsApp
platforms and mails of some SME owners/managers.
Out of 540 responses received, 502 were found useful
for the study. Respondents were informed that all
data collected is only used for research purposes, and
they were allowed to choose to participate or not by
proving their consent through clicking the ‘I agree’ on
Google Forms. The questionnaire was designed to have
an introduction, bio data of respondents, and main
questions used to measure. The main respondents to
this study are SME owners and the senior managers of
SMEs who are directly involved in day-to-day running
activities of business to get appropriate responses
and to reduce lack of knowledge of IFRS for SMEs.
Information gathered from respondents was evaluated
using descriptive statistics, while the study adopted
Smart-PLS, advanced for empirical analysis.

Descriptive statistics

As presented in Table 1, the demographic data of
respondents include gender, enterprise size, position of
respondent, years of experience, age, level of education,
and industry sector. In terms of gender distribution,
female and male respondents were 57.2% and 42.8%,
respectively, which implies that majority of respondents
are female. When it comes to enterprise, 71.9% is for
small enterprise, while medium size reveals 28.1%. This
implies that, among respondents, small size is more than
medium size. Looking at position by the respondent,
majority of the respondents are SMEs managers,
accounting for 60.1%, while owners of SMEs make up
39.9%. With regards to year of experience, majority of
respondents have 6-10 years of experience the having
42.6%, followed by above 10 years of experience with
31.1% experience, while the remaining 26.3% have
below 5 years of experience. Moreover, in terms of age
group, the largest proportion fall fallswithin 30-40
years’ category making up 47.2%, followed by the 41-50
years’ group at 25.1%, below 30 years’ group at 17.5%
and 50 years above group at 10.2%. This may be due
to majority of respondents who are managers of SMEs
are in their middle age. Considering education level,
majority respondents are holders of Higher National
Diploma (HND) or first degree, having 35%, while 26.9%
of respondents are National Diploma (ND) graduates or
holders of a National Certificate in Education (NCE).
Followed by those who have postgraduate degree at
26.1%, degrees and 12% of respondents obtained
senior secondary school certificates. Regarding industry
sector, SMEs considered for this study fall within retail,
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services, consumer, agriculture, and others at 25.5%,
23.1%, 20.7%, 18.7%, and 12%, respectively.

Table 1
Respondents demographic information
Variable Characteristics Frequency | Percentage (%)
Gender Female 287 57.2
Male 215 42.8
Enterprises size | Medium 361 71.9
Small 141 28.2
Position SMEs Owner 198 40
Manager 304 60
Work 1to 5 years 132 26
experience of
respondent
6 to 10 years 214 43
Above 10 years 156 31
Age group Below 30 years 88 17.5
30-40 years 237 47.2
41 —50 years 126 25.1
51 years and above |51 10.2
Education SSCE 60 12
NCE/OND 135 26.9
HND/BSc. 176 35
Postgraduate 131 26.1
Industry sector | Consumer 104 20.7
Services 116 231
Retail 128 25.5
Agriculture 94 18.7
Others 60 12

Measurement scale testing

The factor loading ranges for all the items are above
0.5, except for I[FRSA8, which has 0.487. This suggests
a moderate to strong relationship between the items
and the construct. Composite reliability for TA, SPM,
and IFRSA are 0.807, 0.761, and 0.879, respectively,
which, being above the recommended threshold of
0.7, suggests that the internal consistency is adequate
and the construct is reliable. The average variance
extracted for the study variables (TA, SPM & IFRSA) was
0.501, 0.512, and 0.611, respectively, which are slightly
above the 0.5 threshold, implying that more than half
of the variance in the indicators is explained by the
construct. This suggests acceptable convergent validity.
Furthermore, variance inflation factor wvalues for
individual items range from 1.349 to 2.99, suggesting
no severe multicollinearity issues, as these values are
within the acceptable range.

Result of SEM analysis

The results of assessing the structural model as
shown in the figure below, tax avoidance reveals a
positive influence on SMEP, with a coefficient of 0.733.
The study suggests that while tax avoidance may increase
the short-term profits for SMEs, it can lead to long-term
challenges such as reputational damage and operational
risks. SME performance was measured based on financial
outcomes, business growth, and operational efficiency.
The results indicate that tax avoidance directly influences
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Table 2
Factor weights of measurement scale
| Variables Weight | VIF References
Tax avoidance (a = 0.799, CR = 0.807, AVE = 0.501)
1 TA1 The taxes we pay correspond to the amount of money we Fuadah et al. (2022)
make. 0.88 2.993
2 TA2 Our tax payments comply with the tax code. 0.81 2.078
3 TA3 We always fulfill our tax responsibilities in a proper
manner. 0.665 1.46
4 TA4 Our SMEs involve in asset depreciation as tax avoidance
strategy 0.776 2.0
5 TAS Our SMEs involve in tax credits and incentives as tax
avoidance strategy 0.717 1.774
6 TA6 Our SMEs involve in transfer pricing as tax avoidance
strategy 0.824 2.246
SMEs performance (a = 0.761, CR = 0.761, AVE = 0.512)
7 SPM1 Our SMEs are able to meet expected sales 0.623 1.352 Adelekan et al. (2019)
8 SPM2 Our SMEs earned targeted profit 0.653 1.343
9 SPM3 Overall business performance improved in the past years
by involving in Tax avoidance? 0.772 1.691
10 SPM4 Revenue generated have been increasing over time
through tax avoidance? 0.741 1.883
11 SPM5 Tax avoidance has contributed to your business
performance 0.744 1.928
IFRS adoption (o =0.871, CR = 0.879, AVE = 0.611)
12 IFRSA1 Adoption of IFRS for SMEs has reduce tax avoidance Fanani et al. (2024)
strategy perpetrated by SMEs 0.716 1.847
13 IFRSA2 Understanding of IFRS for SMEs has assisted your SMEs to
adopt effective tax avoidance strategies 0.52 1.349
14 IFRSA3 SMEs have enjoined some benefits by adopting IFRS for
SMEs 0.616 1.468
15 IFRSA4 The performance of SMEs has improved after IFRS
adoption. 0.54 1.499
16 IFRSAS Stakeholder trust has increased when SMEs adopted IFRS. |0.714 2.054
17 IFRSA6 The implementation of IFRS for SMEs improved their
access to capital. 0.784 2.71
18 IFRSA7 Does SMEs’ adoption of IFRS mitigate the impact of tax
evasion on performance? 0.70 2.916
19 IFRSA8 SMEs performance would improve further if SMEs
enhanced IFRS adoption? 0.487 1.824

Where TA = Tax Avoidance, SPM = SMEs performance, IFRSA = International Financial Reporting Standard Adoption

SMEs’ performance. The results align with the research
findings of Sdnchez-Ballesta & Yagiie (2024) and Malik
et al. (2025) while differing from the works of Adetula &
Okafor (2014) and Izedonmi & Uadiale (2017). Moreover,
IFRS adoption moderates the relationship between tax
avoidance and SMEs performance. Specifically, the study
found that SMEs that adopted IFRS reported better
financial transparency and operational efficiency. [FRS
adoption provides a structured approach to reporting,
which reduces the temptation for aggressive tax
avoidance practices and enhances overall performance.
Hence, IFRS mitigates the negative implications of tax
avoidance by improving the quality of financial reporting,
which in turn positively influences SME performance.

Conclusion of the study

The study concludes that tax avoidance has both
direct and indirect effects on SMEs’ performance,
with IFRS adoption serving as a crucial mediator.
While tax avoidance can improve immediate financial
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outcomes, it may harm long-term performance due to
regulatory scrutiny and reduced transparency. SMEs
that have adopted IFRS, nevertheless, benefit from a
more structured approach to financial reporting, which
enhances their performance despite the challenges
associated with tax avoidance.

Theoretical and practical implications

The study adds to the corpus of research that shows
a connection between corporate performance and
tax evasion. It supports the notion that, despite the
potential for short-term gains, tax evasion may have
long-term negative effects on a company’s viability,
transparency, and credibility. Furthermore, SMEs in
Nigeria and similar markets should carefully balance
their tax strategies with the long-term benefits of
transparent financial reporting. While tax avoidance
may seem appealing in the short term, adopting IFRS
could lead to better financial outcomes and operational
growth in the long run.
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Structural Model

SPM1 TA1

SPM2 0.660 TA2
0.653

SPM3 4—0.772 TA3
0.741

SPMA4 0.744 Tax avoidance ™.0. TA4

SME Performan 0380 0.687 0.824
SPMS5 \Tﬁﬁ
TAG
RS
‘/‘; AN O.Ggﬁ<\,;
IFRSA1 IFRSA2 IFRSA3 IFRSA4 IFRSAS IFRSAG IFRSAT IFRSAS

Where TA = Tax Avoidance, SPM = SMEs performance, IFRSA = International Financial Reporting Standard Adoption

Recommendations

The study recommends that regulatory authorities
should consider hybrid frameworks, providing SMEs
with the flexibility to choose between international
and national standards. Policymakers should allocate
resources for SMEs, specific education, training,
incentives, and facilitating technology adoption and

relevance and alignment with evolving business
practices. This will improve financial transparency
and corporate governance, benefiting the economy as
a whole. Encouraging SMEs to adopt IFRS can be an
essential strategy for improving financial practices and
boosting SME competitiveness, particularly in emerging
economies like Nigeria.

conduct regular reviews of IFRS for SMEs to ensure
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MOZEPYIOYA PONb 3ANPOBAAMEHHA MIXXHAPOAHUX CTAHAAPTIB ®IHAHCOBOI
3BITHOCTI (MC®3) Y B3AEMO3B’A3KY MI}K YHUKHEHHAM OMNOAATKYBAHHA TA
EDEKTUBHICTIO AIANbHOCTI MAZIUX | CEPEAHIX NIANPUEMCTB Y HITEPIT

Y cTaTTi gocnigKeHo moaepaLiiiHy poab 3anpoBagkeHHA MiHapoaHUX cTaHAapTiB diHaHcoBoi 3BiTHOCTI (MCP3) y
B3aEMO3B’A3KY MiXK YHUKHEHHAM ONOAATKYBaHHA Ta pe3y/IbTaTUBHICTIO A4iANbHOCTI Manux i cepefHix nianpuemcts (MCI) y
Hirepii. JocnigseHHA cnpamoBaHe Ha 3'AcyBaHHS TOTo, UM 34aTHe 3actocyBaHHA MCD3 ana MCI nom’aKWKUTK HeraTuBHI
HaCNiAKM NOLATKOBOTO YXMNEHHSA, AKE, 3 0AHOT0 BOKY, MOMKe MOKpPaLlyBaT KOPOTKOCTPOKOBI GiHAHCOBI pe3ynbTaT, a 3
iHLIOro — CTBOPIOE AOBrOCTPOKOBI penyTaLiiiHi Ta onepawiiHi pusnku. JocnigKeHHs rpyHTYETbCA Ha KinbKicHil gocnia-
HULLbKII cTpaTerii Ta NO3WUTUBICTCbKIN HAyKOBIW Napagurmi. Bigbip pecnoHaeHTiB 34ilCHIOBABCA 3a AONOMOrOH LiNboBOT
BMOIPKM 3 ypaxXyBaHHAM peNeBaHTHOCTI iXHbOI NigNPUEMHULBKOI AiANbHOCTI Ta FOTOBHOCTI 6paTh y4acTb Y AOCAIAKEHHI.
19 360py emnipuyHMX SaHUX 3aCTOCOBAHO NepexpecHuii (cross-sectional) ausait gocnigkerHs. JaHi oTpumaHo Big 502
BNIACHMKIB Ta MeHemkepis MCI y Hirepii Wasxom aHKeTyBaHHA 3 BUKOPUCTAHHAM naatdopmu Google Forms. [ns aHani-
3y AaHMX 3aCTOCOBAHO OMMUCOBY CTaTUCTUKY Ta MOAENIOBAHHA CTPYKTYPHUMM piBHAHHAMM (Structural Equation Modeling,
SEM) 3 meToto NepeBipKK BUCYHYTUX rinoTes. Pe3ynsTati AOCNiAKEHHS CBiAYATb, WO YHUKHEHHS OMOAATKYBAHHA YUHUTD
MO3UTUBHWUIA BNANB Ha ePeKTUBHICTb AisanbHocTi MCI, ofHaK MOro nepeBary HiBeNTHCA LOBFOCTPOKOBUMM BUKIMKAMMU.
3anpoBagxKeHHa MCD3 BUCTYNAE MOLEPATOPOM LLbOrO B3aEMO3B’A3KY, MiABULLYIOYM diHAHCOBY NPO30PICTb i onepaLiiHy
edeKTUBHICTb NignpuemcTts. JLOCNiAKEHHA AEMOHCTPYE, WO 3acTocyBaHHA MC®3 cnpuse BAOCKOHANEHHIO NPAKTUK diHaH-
COBOI 3BITHOCTI Ta NiATPMMYE CTaNUI PO3BUTOK Bi3HECY B KpaiHax 3 nepexigHo eKOHOMIKOI, 30Kpema B Hirepii. BogHouac
noBefeHo, Wwo MC®3 € He inLe IHCTPYMEHTOM LOTPUMAHHSA PETYNATOPHUX BUMOT, a i CTPATEriYH1M 3aCOBOM NigBULLEHHA
edeKTMBHOCTI AisnbHocTi MCI Ta 3HUKEHHSA PU3MKIB, NOB’A3aHUX 3 arPeCcUBHOK NOAATKOBO ONTUMI3aLLiEr.

Kntouosi cnoBa: ¢piHaHcOBa Npo3opicTb; 3anposaaxeHHa MCO3; Hirepis; edbektusHicTb gisnbHocti MCI; mogentosaH-
HA CTPYKTYPHUMM PIBHAHHAMM; YHUKHEHHA ONOAATKYBaAHHA.
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