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Explaining the Role of Environmental, Social, and Governance
Reporting in Tax Avoidance: Evidence from the Capital Market

Abstract

In an era where sustainability has become a dominant paradigm in business, this study
takes a deep dive into one of the most challenging conflicts of the present era: the
relationship between corporate sustainability commitments and tax responsibilities.
By going beyond superficial approaches, the present study explores the hidden layers
of interaction between environmental, social, and governance reporting and tax
behaviors in the unique context of the Iranian economy. In this study, the effect of
environmental, social, and governance reporting on tax avoidance in companies listed
on the Tehran Stock Exchange during the period 2019-2023 was examined. This
research is a descriptive study with an emphasis on correlational relationships,
because on the one hand it examines the current situation and on the other hand it
determines the relationship between different variables using regression analysis. In
addition, it falls into the field of post-event studies (using past information) and is
based on real information from the financial statements of companies listed on the
Tehran Stock Exchange and other real information that can be generalized to the
entire statistical population by inductive method. The statistical sample of the research
was 120 companies selected by systematic exclusion method. The results of the
hypothesis test at the five percent error level showed that environmental, social and
governance reporting has a negative and significant effect on corporate tax evasion.
The results of this research can be used as a theoretical foundation for developing
models predicting corporate tax behavior in transition economies. By combining
advanced quantitative methodologies with qualitative insights, this research has
developed a comprehensive model for understanding the complex interaction between
sustainability requirements and tax obligations, which can serve as a theoretical
roadmap for future researchers.
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