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Abstract

The main purpose of the current research is to explain the effect of
environmental, social and management performance and business strategy on
aggressive tax policy, as well as to explain the moderating role of corporate
social responsibility on the relationship between them in companies listed on
the Tehran Stock Exchange. In order to achieve this goal, 1480 observations
(148 companies for ten years) collected from the annual financial reports
of companies admitted to the Tehran Stock Exchange during the period
2013 to 2022 have been tested. The results of multivariate logit regression
analysis show that environmental, social and management performance has
a negative and significant effect on aggressive tax policy. The results also
show that forward-looking business strategy has a positive and significant
effect on aggressive tax policy. The research findings also show that corporate
social responsibility has a positive and significant effect on the negative
relationship between environmental, social and governance performance and
aggressive tax policy, in other words, with the increase of corporate social
responsibility, the negative impact of environmental, social and governance
performance on aggressive tax policy is strengthened. Finally, the results
show that corporate social responsibility has a negative effect on the positive
relationship between forward-looking business strategy and aggressive tax
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policy and a positive and significant effect on the negative relationship between
defensive business strategy and aggressive tax policy. In other words, with the
increase of corporate social responsibility, the positive effect of forward-looking
business strategy on aggressive tax policy is weakened and the negative effect
of defensive business strategy on aggressive tax policy is strengthened.

Introduction

Taxationisapotentially contentious issue among stakeholders. Corporate policies
and practices to reduce or avoid taxes may benefit shareholders, but since some
of'these taxes are used to build institutions, government infrastructure, and social
programs, these policies and practices are detrimental to society (Sikka, 2010).
Corporate tax evasion is a major issue and concern for tax authorities, corporate
shareholders, and the general public. Tax authorities and regulators concerned
about tax revenues are interested in learning about the facts and evidence on tax
rigor and tax evasion practices. On the other hand, shareholders of companies
are interested in whether the company's management is successfully fulfilling
its responsibility to increase shareholders' profits and wealth, and on the other
hand, they want to know whether the company's management, which cheats the
government in paying taxes, has also cheated them in the shadow of management
policies. Shareholders also expect the company's management to control costs.
On the other hand, the public wants to know whether companies and trades can
be considered good citizens in that they pay their fair share of taxes.

In most countries, a major part of the government's revenue sources is provided
through taxes. The share of total public revenues varies among countries. In the
meantime, tax avoidance in countries has caused the tax revenues of countries
to always be lower than what has been estimated. Therefore, one of the very
important issues that is currently being considered in most research is the
discussion of tax avoidance and the factors affecting it and the results that result
from it. From a theoretical perspective, tax avoidance is an attempt to reduce
taxes paid (Hanlon & Heitzman, 2010). Therefore, since tax avoidance is an
apparently legal activity, it seems to be more visible and since tax avoidance
is within a certain range to use tax benefits and there are mainly no restrictive
laws in the field of tax avoidance control (Mohammad Jam, 2000), therefore, it
seems that many companies are involved in tax avoidance and for this reason,
determining the factors affecting the level of tax avoidance in companies
is of great importance. Tax avoidance is an integral part of corporate capital
management strategies. Taxation of large companies represents a significant
cost item for the company, management needs capital to develop corporate
strategies and this is an incentive to reduce the amount of tax payable. The
International Monetary Fund's assessment of tax revenue collected during the
financial crisis period states that tax avoidance is an important mechanism used
by companies to finance their operations to preserve their capital or to cope
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with reduced capital needs during the financial crisis (Brondolo, 2009). This
research is important because it helps to better understand the factors affecting
the tendency of companies to engage in aggressive tax avoidance behavior
and the results obtained from it can be useful for managers, policymakers and
regulators (Audit Organization and Tax Affairs Organization).

Methods and Material

This research is applied in terms of purpose. Its research design is quasi-
experimental and retrospective research and is carried out using historical data.
To collect information on the theoretical foundations of the research, available
publications, books, and databases were used. Also, the data required for analysis
were extracted from the Rahavard Novin software and information from audited
financial statements and explanatory notes of companies

Results and Discussion

The results show that the coefficient of the environmental, social and governance
performance variable is -0.249847, which indicates a negative effect of
environmental, social and governance performance on aggressive tax policy,
which is significant at a 95% confidence level, according to the z-statistic of the
coefficient of the environmental, social and governance performance variable
in the model. Considering the above, Hypothesis 1 can be confirmed at a
95% confidence level. This means that environmental, social and governance
performance has a negative and significant effect on aggressive tax policy.
In other words, with an increase in environmental, social and governance
performance, the probability of aggressive tax policy decreases. These findings
are consistent with the results of the research conducted by Rustani and
Marwanangsari (2024).

Also, the coefficients of the variables of forward-looking business strategy
and defensive business strategy are 0.563707 and -0.458281, respectively,
which indicate the positive effect of forward-looking business strategy and
the negative effect of defensive business strategy on aggressive tax policy,
which are significant in the model at a 95% confidence level, according to the
z-statistics of the variables of forward-looking business strategy and defensive
business strategy. Considering the above, Hypothesis 2 can be confirmed at a
95% confidence level. This means that forward-looking business strategy has a
positive and significant effect on aggressive tax policy, while defensive business
strategy has a negative and significant effect on aggressive tax policy. In other
words, in the presence of a forward-looking business strategy, the probability
of an aggressive tax policy increases, and in the presence of a defensive
business strategy, the probability of an aggressive tax policy decreases. These
findings are consistent with the results of the research conducted by Rustani and
Marwanangsari (2024).
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The results of the third hypothesis show that the coefficient of the interactive
variable of environmental, social and governance performance X corporate
social responsibility is 0.470305, which indicates a positive effect of corporate
social responsibility on the relationship between environmental, social and
governance performance and aggressive tax policy, which is significant at
the 95% confidence level, according to the z-statistic of the coefficient of the
interactive variable of environmental, social and governance performance x
corporate social responsibility in the model. Considering the above, Hypothesis
3 can be confirmed at the 95% confidence level. This means that corporate social
responsibility has a positive and significant effect on the negative relationship
between environmental, social and governance performance and aggressive
tax policy. In other words, with increasing corporate social responsibility,
the negative effect of environmental, social and governance performance on
aggressive tax policy is strengthened. These findings are consistent with the
results of the research conducted by Roustani and Marwanangsari (2024).

The results of the fourth hypothesis show that the coefficients of the interactive
variables of forward-looking business strategy % corporate social responsibility
and defensive business strategy x corporate social responsibility are -0.670157
and 0.487756, respectively, which indicate the negative effect of corporate social
responsibility on the relationship between forward-looking business strategy and
aggressive tax policy and the positive effect of corporate social responsibility on
the relationship between defensive business strategy and aggressive tax policy.
At the 95% confidence level, according to the z-statistics of the interactive
variables of forward-looking business strategy x corporate social responsibility
and defensive business strategy x corporate social responsibility, they are
significant in the model. Considering the above, Hypothesis 4 can be confirmed
at the 95% confidence level. This means that corporate social responsibility has
a negative effect on the positive relationship between forward-looking business
strategy and aggressive tax policy and a positive and significant effect on the
negative relationship between defensive business strategy and aggressive tax
policy. In other words, as corporate social responsibility increases, the positive
effect of forward-looking business strategy on aggressive tax policy weakens
and the negative effect of defensive business strategy on aggressive tax policy
strengthens. These findings are consistent with the results of research conducted
by Rustani and Marwanangsari (2024).

Conclusion

The aim of this study is to explain the effect of environmental, social and
governance performance and business strategy on aggressive tax policy and also
to explain the moderating role of corporate social responsibility on the relationship
between them in companies listed on the Tehran Stock Exchange. By analyzing
data related to 148 companies listed on the Tehran Stock Exchange during the
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years 2013 to 2022, the research findings show that environmental, social and
governance performance has a negative and significant effect on aggressive
tax policy. The results also show that forward-looking business strategy has a
positive and significant effect on aggressive tax policy, while defensive business
strategy has a negative and significant effect on aggressive tax policy. In other
words, in the presence of a forward-looking business strategy, the probability of
an aggressive tax policy increases, and in the presence of a defensive business
strategy, the probability of an aggressive tax policy decreases. The research
findings also show that corporate social responsibility has a positive and
significant effect on the negative relationship between environmental, social
and governance performance and aggressive tax policy. In other words, with
increasing corporate social responsibility, the negative effect of environmental,
social and governance performance on aggressive tax policy is strengthened.
Finally, the results show that corporate social responsibility has a negative
effect on the positive relationship between forward-looking business strategy
and aggressive tax policy and a positive and significant effect on the negative
relationship between defensive business strategy and aggressive tax policy. In
other words, with increasing corporate social responsibility, the positive effect
of forward-looking business strategy on aggressive tax policy is weakened
and the negative effect of defensive business strategy on aggressive tax policy
is strengthened. These findings are consistent with the results of the research
conducted by Rustani and Marwanangsari (2024).

Keywords: Tax Aggressiveness, Environmental, Social and Governance
Performance, Business Strategy, Corporate Social Responsibility.
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