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ABSTRACT 
Corporates’ strategies among other components of social responsibility may enable them to meet at least part of 

the stakeholders’ demands and generally guarantee adequate legitimacy. Current practices of industries and 

corporates are associated with adverse environmental impacts with regard to biodiversity, health, diseases, 

greenhouse gas emissions and …. Consideration of these matters by the media is a threat to legitimacy that has 

been addressed by industries in different ways. A considerable part of legitimization strategies lay emphasis on 

paying taxes to local communities and creation of jobs in rural areas as part of an attempt to contribute to social 

responsibility. In the present study, attempts are made to delineate the relationship between corporate tax 

behavior and environmental disclosure with and approach to perceived justice and organizational commitment of 

373 corporates during 2011-2018. Tax aggressiveness and voluntary disclosure of environmental information 

were used as dependent and independent variables respectively. Multiple linear regression was used to test the 

research hypotheses. The results showed that there is a relationship between the rate of voluntary environmental 

disclosure and the Tax aggressiveness of companies listed on the Tehran Stock Exchange 
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Aggressive tax behavior, environmental disclosure, voluntary environmental disclosure, organizational justice 
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1. Introduction 
An emerging debate among companies or stakeholders 

is whether the components of corporate social 

responsibility including environment, human relations, 

occupational health and safety, equal payment, 

diversity, social participation, human rights, business 

conduct and tax payment are among the trade indices 

(Dowling, 2014). 

Companies need legitimacy from multiple 

stakeholder groups to survive (Aldrich & Ruef 2006; 

Clarkson, 1995). Stakeholder expectations 

may be incompatible both within and 

across elements of CSR (Devinney, 2009). Strategic 

trade-offs across elements of CSR may enable 

companies to meet at least some demands of 

stakeholder groups and thereby ensure sufficient 

legitimacy overall. Current practices of industries and 

companies are associated with negative environmental 

effects pertaining to biodiversity, health, disease, 

greenhouse gas emissions and more (Liu et al., 2014; 

Olaussen, 2018). 

Negative media attention to these issues poses a 

legitimacy risk that has been addressed by the industry 

in several ways. An important part of legitimization 

strategies is to lay emphasis on tax payments to local 

communities as well as employment in rural areas as 

positive CSR contributions. Companies have been 

spreading these tax arguments over the years through 

various channels, including extensive television 

advertising. Hence, the strategy of compensating for 

environmental challenges by providing assistance to 

communities through taxation is widely recognized. 

Society, as an external stakeholder, requires companies 

to pay their fair share of taxes to fund the general 

budget for goods and welfare (Dowling, 2014), 

including critical infrastructure for business (Stonson 

and Verachua, 2015). Shareholders, on the other hand, 

can benefit from a reduction in aggressive tax behavior 

by paying taxes (Friedman, 1970; Hasseldin & Morris, 

2013). Conflicting interests among stakeholders 

require strategic prioritisation: “Taxes are the result of 

a firm’s strategy and decisions” (Huseynov & Klamm, 

2012). Companies affect tax aggressive behaviors 

through choices concerning legal tax planning, ethical 

questionable tax avoidance and illegal tax 

evasion.  Although it is not easy to strike a balance 

between the tax interests of shareholders and external 

stakeholders (incompatible expectations within a CSR 

element), it may still be possible to manage legitimacy 

risks by addressing other CSR areas that are placed at 

the center of attention of tax-dissatisfied stakeholders. 

Corporate tax behaviors regarding external 

stakeholders (for example government and local 

communities) arise mainly from tax-aggressive 

behaviors—for instance, firms may refuse to perform 

their societal obligation of paying a fair share of tax. 

Tax-aggressiveness and CTB and tax disclosures are 

very common. Moreover, tax avoidance and tax 

evasion cause governments to lose enormous amounts 

of their revenue (2012, Christensen & Murphy, 

2004; Dowling, 2014; Preuss, 2010; Sikka, 

2010; Ylönen & Laine, 2015). Companies’ 

performance on other CSR elements, such as the 

environment, is also subject to strategic considerations 

(Adams & Whelan, 2009; Lindblom, 

2010; Wilmshurst & Frost, 2000). What governments, 

local communities and environmental NGOs perceive 

as desirable or acceptable levels of environmental 

performance of corporate operations and products may 

deviate from the optimal level for shareholders’ 

profitability objectives (Friedman, 1970). The societal 

awareness of environmental issues has improved over 

time. Hence, trade-offs to handle legitimacy risks 

associated with disclosure of environmental status and 

performance may occur.3 For example, low tax 

aggressiveness may positively affect society’s 

perception of a company’s citizenship behavior and 

bring into consideration the legitimacy risks 

concerning questionable environmental performance. 

By highlighting what they perceive as desirable/good 

performance on the other CSR element, Corporates 

may try to trade off legitimacy risks concerning what 

some important stakeholder groups perceive as bad 

CTB or environmental performance (Dowling, 2014). 

Hence, the degree to which such relationships between 

tax and environmental (or other CSR elements) 

performance exist is one of the main questions that 

may be raised in this cases. Both CTB (Hanlon & 

Heitzman, 2010) and CSR (reporting) have been 

subject of extensive studies (Fifka, 2013), but different 

relationships between tax behavior and environmental 

issues have not been specifically addressed so far. The 

present study is an attempt to investigate the 

relationship between CTB and voluntary 

environmental disclosure. The results of the present 

research can, thanks to the new research trends they 

have created, draw a lot of attention towards tax 

behavior and environmental disclosure of companies 

https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0410
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0115
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0115
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0160
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0405
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0425
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0425
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0495
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0010
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0340
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0340
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0485
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0210
https://www.sciencedirect.com/science/article/pii/S0956522118301817#fn0015
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0160
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0250
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0250
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0200
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and attract the attention of a wide range of groups 

including various accounting standard formulation 

authorities, other legislative bodies such as the stock 

exchange and their supervisory bodies 

 

2. Theoretical foundations and review 

of literature 
The elements of social responsibility share many 

features: they take into account the citizenship 

behavior of the company and are either mandatory or 

voluntary. In the present study, it is argued that 

corporate strategies may differ depending on the 

mandatory and voluntary actions that are to be taken 

by them. Theoretically, this is consistent with new 

applications of the theory of legitimacy in social 

responsibility studies. Legitimacy is a 

multidimensional concept that separates regulatory 

legitimacy from other legitimacy dimensions for 

exactly this reason (Aldrich and Ruef, 2006). The 

scientific argument in the literature on corporate tax 

aggression and corporate responsibility is influenced 

by the debate over why and whether or not corporates 

should or should not be allowed to implement methods 

designed to alleviate their tax liabilities. The literature 

on the legal foundations of taxation mostly deal with 

the principles that should be used to address 

companies and how to distribute taxes fairly among an 

independent nation where there is a competitive 

inclination towards aggressive tax avoidance (Kabsaz, 

2015; Christensen, 2011). Considering that laws or 

principles arising from principles of tax evasion, 

aggression and avoidance should be used, it is 

assumed that corporates that support corporate social 

responsibility endorse the ethical principles of social 

responsibility beyond compliance with law (Gribnau, 

2015). Corporate tax behavior is regulated by law and 

therefore deals with the regulatory legitimacy risks as 

well as ethical, cognitive and practical risks. In 

contrast, environmental disclosure is potentially 

voluntary. Voluntary Environmental actions depend 

only on the moral, cognitive and pragmatic legitimacy 

risks. The absence of regulatory legitimacy risks 

indicates that the likelihood of opportunistic behavior 

is higher for voluntary than for mandatory disclosure. 

Although,  reporting quality may vary from one 

company to another, environmental disclosure is often 

found to be incomplete and unrelated to the 

corporations’ actual environmental performance, 

dominated by positive and lack of negative 

information and lack of quantitative, specific and 

verified information. Due to the lack of regulatory 

legitimacy risk, the relationship between CTB and 

voluntary environmental disclosure is likely to differ 

from the situation anticipated for mandatory 

disclosure. Empirical studies on the quality of CSR 

reporting strongly show that voluntary environmental 

disclosure is primarily a legitimation device and only 

to a lesser extent, an accountability mechanism 

(Boiral, 2013; Patten, 2005; Patten and Carmaton, 

2003).  The hypothesis development in this text 

considers disclosure only as a legitimation tool, the 

aspect that is currently perceived to be most relevant. 

Legitimacy theory predicts that companies legitimize 

their existence and actions by providing voluntary 

environmental information and demonstrating 

society’s need for their services.  Lindblom’s 

(2010) four legitimation strategies show how and why 

corporates use voluntary environmental disclosure in 

different corporate tax behavior scenarios. Companies 

may choose to make disclosures to inform the 

stakeholders about it. There is no need to offset CTB 

legitimacy risks by improving legitimacy on other 

CSR elements through increased disclosures. On the 

contrary, a good corporate social responsibility on tax 

reduces the need for voluntary environmental 

disclosure to complement mandatory environmental 

disclosures and improve environmental legitimacy. 

The positive relationship between tax aggressiveness 

(TAG) and the degree of voluntary environmental 

disclosure is indicative of a trade-off between CSR 

elements. Corporates avoid using opportunistic 

communication concerning high TAG while engaging 

in positive voluntary disclosures on other CSR 

elements (Sikka, 2010; Ylönen & Laine, 2015). In 

short, legitimacy policy and Lindblom’s strategies for 

voluntary disclosure serve as a legitimacy device. Loss 

off Legitimacy may occur for companies with both 

high and low TAG. This argument is strengthened by 

Lindblom (2010) recognition that companies can 

simultaneously apply several strategies on different 

issues. Thus, the likelihood of trade-off concerning 

voluntary disclosure strategies adopted by many 

companies at any given time may increase. Taking this 

into account, the following hypothesis can be 

formulated: 

https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0340
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0340
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0425
https://www.sciencedirect.com/science/article/pii/S0956522118301817#bib0495
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Hypothesis 1: There is a positive relationship between 

the TAG of corporates and the degree of voluntary 

environmental disclosure.  

 

3. Experimental literature 
Tax behavior has always been a controversial matter in 

accounting studies. In this section, some of the 

research conducted in this field will be reviewed: 

Aghaei et al. (2015) investigated the relationship 

between mandatory and voluntary environmental 

disclosure and the tax performance of companies listed 

on the Tehran Stock Exchange. The research data were 

actually panel data derived from the regression model. 

The data were collected from 110 companies listed on 

the Tehran Stock Exchange during 2014-2018.  The 

results showed that there is no sign of trade-off 

between tax evasion and environmental disclosure 

among companies listed on the Tehran Stock 

Exchange. However, the positive correlation between 

tax avoidance and voluntary disclosure showed that 

strategic trade-off occurs to ensure acceptable 

satisfaction of various stakeholders. 

Rezaei Pitenoei et al. (2017) made attempts to 

investigate the relation between accounting 

comparability and corporate tax avoidance, and to 

examine the moderating effect (substituting or 

replacing) of information environment on this relation, 

using structural equation modeling approach.. In order 

to measure tax avoidance, two proxies of book-tax 

difference and effective tax rate were used and finally 

Saffarinia and Sharif (2010) questionnaire was used to 

measure social trust. The questionnaire was sent to 116 

companies, and finally 82 companies filled out the 

questionnaires and were included in the statistical 

analysis. After ensuring an acceptable fitness of the 

measurement and structural models, the research 

findings showed that social trust reduces corporate tax 

avoidance. In addition, according to the prediction 

made by the substituting theory, corporate governance 

weakens the negative relationship between social trust 

and corporate tax avoidance. 

Feizi et al. (2019) investigated the relationship 

between voluntary non-financial disclosure and the 

sustainability of companies and the impact of this 

relationship on audit quality. The population of this 

study consisted of all companies listed on the Tehran 

Stock Exchange during 2009 - 2018 and the sample 

was selected through systematic elimination from the 

statistical population. 112 companies were selected as 

the statistical sample of this study. It is worth 

mentioning that multivariate regression models 

developed and designed in the present study were used 

to test the research hypotheses. The results showed 

that firm strength enhances the direct relationship 

between voluntary disclosure of non-financial 

information and its dimensions with firm sustainability 

performance. 

Hasas Yeganeh et al. (2015) investigated the effect 

of selected dimensions of corporate social 

responsibility on tax avoidance and evasion. 

Questionnaires, documents, records and financial 

information of companies listed on the Tehran Stock 

Exchange were used for data collection purposes. The 

statistical sample consisted of 164 companies listed on 

the stock exchange during 2004-2016. The results 

showed that corporate social responsibility can 

significantly affect tax avoidance and evasion. 

Khajavi et al. (2015) investigated the relationship 

between corporate governance mechanisms and 

voluntary environmental disclosure in the chemical 

and pharmaceutical industries and showed that there is 

no diversity in the board size of Iranian companies and 

presence of independent managers in the board do not 

lead to increase of environmental voluntary disclosure 

level. The separation roles of CEO with chairman of 

the board director lead to increase of controlling in 

Iranian companies and environmental voluntary 

disclosure.  

Moradi et al. (2016) investigated the relationship 

between tax evasion and the stock price crash risk 

using the data from 70 Iranian stock companies during 

2008 – 2011. The positive relationship between tax 

evasion and stock price crash risk and failure to 

confirm the relationship between institutional 

ownership and non-responsible managers can 

negatively affect tax evasion and the risk of stock price 

falls in the future.  

Shafiei et al. (2016) investigated the relationship 

between changes in the level of social and 

environmental disclosures and the profitability 

indicators. This quasi-experimental study was 

performed using data collected from financial 

statements during 2001-2014. To analyze data multiple 

regression model, panel data and fixed effect method 

were used. KLD index was used to measure the social 

and environmental responsibility of companies. The 

hypothesis testing results showed that there is a 

significant relation among social and environmental 
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responsibility disclosure and aspects of corporate 

financial performance, the ratio of operating income to 

sell ratio and the rate of return on used capital and rate 

of return on net wealth used. 

Santos et al. (2020) evaluated the voluntary social 

and environmental disclosure of Brazilian agricultural 

companies and tested its determinants. The research 

hypotheses were tested using stakeholder theory, 

legitimacy theory, and the results of social and 

environmental disclosure.  Confirmatory factor 

analysis was applied on a sample of 150 large 

agricultural companies in Brazil. The results showed 

that the disclosure measures taken by agricultural 

companies vary from one sector to another and 

internationalization, media exposure and pollution are 

important factors that can contribute to voluntary 

social and environmental disclosure. 

Fallan and Fallan (2019) investigated the 

relationship between corporate tax behavior and 

environmental disclosure. Tax finances public goods 

and reduces investor wealth. Corporate strategies may 

balance such incompatible stakeholder interests 

through trade-offs across CSR elements. In this 

empirical study of Norwegian companies, there are no 

indications of trade-offs between corporate tax 

aggressiveness (TAG) and mandatory disclosure, in 

line with stick-to-the-rules/compliant behavior for 

both. However, the positive relationship between TAG 

and voluntary disclosure indicates that strategic trade-

offs exist and ensure an acceptable level of legitimacy 

from different stakeholders overall. Hence, corporate 

strategies differ for mandatory and voluntary actions, 

in line with a multidimensional legitimacy risk and 

legitimation strategy framework. 

Rezaei & Tuo (2017) investigated the voluntary 

disclosure of non-financial information and its 

relationship with sustainability performance of 

corporates. The results showed information contents 

and managerial motivations play an important role in 

assessing the antecedents and consequences of non-

financial disclosure. The results also showed that 

earnings quality is a more pronounced factor in 

influencing forward-looking non-financial disclosures.  

In a study entitled “voluntary environmental 

disclosure quality and firm value" Plumlee et al. 

(2015) showed that the relationship between the 

voluntary environmental disclosure quality and firm 

value can be explored through the relationship 

between the components of firm value (expected 

future cash flows and cost of equity) and voluntary 

environmental disclosure quality. The results also 

showed that voluntary environmental quality is 

associated with firm value through both the cash flow 

and the cost of equity components.  

Bhattacharyya (2014) investigated factors related 

to environmental and social reporting in Australian 

companies. The results showed the extent of SER by 

Australian Companies was fairly low and the extent of 

total disclosure was significantly higher for large 

organizations in the Industrial Transport 

industry.  Companies with negative return on total 

assets reported significantly higher social information. 

The extent of total disclosure was unrelated to an 

organization’s age and external auditor size 

Chen et al. (2014) found that tax avoidance 

increases agency costs and decreases firm value. They 

also found that information transparency interacts with 

corporate tax avoidance, moderating the relation 

between tax avoidance and firm value.  Investors in 

China react negatively to corporate tax avoidance 

behavior, but this negative reaction could be mitigated 

by information transparency 

Badertscher et al. (2013) investigated tax 

avoidance and corporate governance and showed that 

separation of ownership and control can influence the 

tax practices of private companies with different 

ownership structures. They found that firms with 

greater concentrations of ownership and control, and 

thus more risk averse managers, avoid less income tax 

than firms with less concentrated ownership and 

control. 

 

4. Research methodology and model 
The present experimental research falls within the 

category of confirmatory accounting studies. In the 

present research, financial information are collected 

from financial statements and notes of companies as 

well as the CDs of Tehran Stock Exchange. The 

research method is deductive and inductive, that is, the 

theoretical foundations and literature have been 

deductively extracted through library studies, articles 

and websites while the information and data needed to 

test hypotheses have been collected in an inductive 

manner. Since the results of the present study can be 

used in the decision-making process, it can be argued 

that the research falls within the category of applied 

studies in terms of objectives. In the present study 

attempts are made to investigate the relationship 

https://ro.uow.edu.au/do/search/?q=author_lname%3A%22Bhattacharyya%22%20author_fname%3A%22Asit%22&start=0&context=119687
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between aggressive tax behavior of firms and the rate 

of voluntary environmental disclosure in companies 

listed on the Tehran Stock Exchange. In this study, the 

aggressive tax behavior of companies is recognized as 

the influenced or dependent variable and voluntary 

environmental disclosure is recognized as an 

influential or independent variable. The information 

about the variables is collected through audited 

financial statements and corporate board reports. 

Descriptive statistics, multivariate regression and other 

relevant tests were used to test the research 

hypotheses. 

The population of the study consisted of the 

companies listed on the Tehran Stock Exchange in the 

period 2011-2018. In the present study, a systematic 

elimination method was used for sampling. In this 

process, first all companies listed on the Tehran Stock 

Exchange were selected, and finally companies with 

the following conditions were selected from among 

them: 

The fiscal year of the companies during the whole 

research period should end by March and companies 

should be listed on the Tehran Stock Exchange before 

2011. Also, companies should not undergo any change 

regarding the fiscal year during the research period and 

should not be part of financial and investment 

companies such as banks and insurance companies. 

Finally, the required financial information should be 

accessible and the companies should not undergo any 

blackout period during the study. Finally, according to 

the above-mentioned conditions, 373 companies were 

selected as the statistical sample. 

Research indicators proposed by Fallan and Fallan, 

(2019) were used to investigate the relationship 

between the TAG and the voluntary environmental 

disclosure of companies. 

 

1) TAGj = α0 + β1VOLDISC + β2SIZE + β3 DEBT + 

β4 ROE + β5TENURE + β6 BOARD + β7 GROWTH + 

εi 

 

Dependent variable: is tax aggressiveness which is 

obtained from the following equation: 

 

Tax Aggi, t = BIi, t - [(CFTEi, t + CFORi, t) / STRi, t] 

- (DTEi, t / STRi, t) 

 

BIi, t: pre-tax income for company i in year t; 

CFTEi, t: current federal tax expense for company i in 

year t; 

CFORi, t: cost of foreign tax for company i in year t; 

STRi, t: systematic tax rate in year t; 

DTEi, t: deferred tax expense for company i in year t; 

 

Independent variable: Voluntary environmental 

disclosure is the independent variable in the present 

study. This variable is operationalized based on 

content analysis. Content analysis provides a 

systematic numerical benchmark that can help 

compare corporate disclosures through quantitative 

analysis. The meaning of each relevant sentence in the 

company report is classified into predefined and 

exclusive categories. Dummy variable which is 

denoted by 1 if reported and otherwise zero. Content 

categories are as follows: 

1) Environmental goals 2) Environmental authorities 

3) Environmental events 4) Environmental 

organization 5) Environmental audits                           

6) Environmental disclosure audits 7) Environmental 

investments  8) Environmental expenses                     

9) Environmental debts 10) Definition of 

environmental concepts 11) Principles of accounting 

(reporting) 12) Non-financial non-economic 

information 

In the present study, relevant literature have been used 

to select control variables. These variables are as 

follows: 

Company size: is the natural log of total assets. 

Financial leverage: total amount of debt relative 

to assets owned by a company 

Return on equity: net income divided by 

shareholders' equity 

CEO tenure: The number of years the CEO has been in 

charge. 

Percentage of board ownership: The percentage of 

shares owned by board members and their affiliates, 

such as spouses, children, and companies affiliated 

with the board member or relatives. 

Corporate growth opportunities: is calculated by the 

natural log of stock market value, divided by the book 

value of the stock. 

 

6. Findings 
Calculation of descriptive indicators is the first step in 

any statistical analysis and data analysis. Therefore, to 

enter the data analysis stage, the descriptive statistics 

including the central measures of tendency, measure of 
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variability and Skewness, as well as the Jarque-Bera 

test, which examines the normal distribution of 

residuals, are calculated. The results are presented in 

Table (1).  

The results of descriptive statistics are presented in 

table 1. For example, the mean value of voluntary 

disclosure is 4.481, in other words, companies have 

reported approximately 5 out of 12 cases of voluntary 

disclosure and most of the data related to this variable 

pivot around this point. The median of the voluntary 

disclosure is 5, which indicates that half of the data are 

smaller than 5 and the other half are greater than 5. 

The asymmetry of the frequency (skewness) of this 

variable is 0.299, which means that this variable is 

skewed to the right and deviates from the center of 

symmetry. The results of Jarque-Bera test which is 

meant to determine normality of the research variables 

show that, since the significance of all variables is less 

than 0.05, the null hypothesis (normal distribution of 

data) is rejected, in other words, the data distribution is 

not normal. In this study, the theorem limit central is 

used to check the normality of the model variables, 

and according to this theorem, at least a sample of 30 

is needed to ensure that the statistical distribution is 

normal (Adel Azar and Momeni, 2011). Therefore, 

since the sample in the present study includes 373 

companies for 8 years, the research variables would 

enjoy a roughly normal distribution. 

The classic presuppositions or assumptions of the 

regression model are lack of auto-correlation, 

homoscedascity, and absence of multicollinearity. In 

the present study, Breusch–Godfrey test is used to 

confirm the accuracy of results and check the lack of 

autocorrelation in the data. In this test, absence of 

autocorrelation would be considered as the null 

hypothesis and the opposite hypothesis will be 

regarded as the auto-correlation hypothesis.  

Table (2) shows the autocorrelation test results. 

The significance level (0.894) is greater than 0.05, thus 

the null hypothesis (lack of autocorrelation) is 

confirmed. 

Another hypothesis taken into account in a 

classical regression model is known as homoscedascity 

ARCH test is used to check the homoscedascity in the 

data. In this test, the null hypothesis is homoscedascity 

and the opposite hypothesis is considered to be 

heteroskedasticity. 

 

Table (1): Descriptive statistics of research variables 

Variable Mean Median Max Min Skewness 
Jarque-

Bera 
Sig. 

TAG 683919.7 25455 80460236 -11389164 9.618 2367207 0.000 

Voluntary disclosure 4.481 5 9 1 0.299 133.68 0.000 

Return on equity 1.439 0.215 1780.73 -510.53 31.26 2.13E+08 0.000 

Firm size 14.083 13.941 19.89 9.254 0.452 107.07 0.000 

CEO tenure 2.723 3 6 1 0.361 175.28 0.000 

Percentage of board 

ownership 
36.114 33.06 96.59 12.529 1.301 1567.36 0.000 

Financial leverage 0.588 0.620 0.868 0.0053 -0.918 447.59 0.000 

Growth opportunities 15.251 15.208 31.23 6.637 0.565 14992.73 0.000 

 

 

Table (2): Breusch–Godfrey autocorrelation test 

model F Sig. Test result 

The first model 0.211 0.894 H0 is confirmed 

 

 

Table (3):ARCH test of Heteroskedasticity 

model F Sig. Test result 

The first model 0.652 0.574 H0 is confirmed 
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Table (3) shows the homoscedascity test results. Since 

the significance level obtained for the research model 

is greater than 0.05, the null hypothesis is confirmed 

and we have homoscedascity in the research model. 

Absence of multicollinearity is another hypothesis 

in the classical regression model. If the model is 

associated with multicollinearity, it will not be 

practically possible to estimate it. Variance Inflation 

(VIF) is used to check Absence of multicollinearity in 

the data. If the test result is greater than 2, 

multicollinearity is greate. 

Table (4) shows the results of the variance 

inflation factor applied on the research variables. Since 

the multicollinearity values obtained for the 

independent variables is less than 2, we have 

Absence of multicollinearity between the independent 

variables, therefore, we can apply the Multiple linear 

regression (MLR) test.  

  Once ensuring that the classical assumptions hold 

true, we need to account for the relationship between 

TAG of the company and the level of voluntary 

environmental disclosure in companies listed on the 

Tehran Stock Exchange. Once the model is delineated 

and the best method is selected, the estimation results 

for the selected companies would be as follows: 

 

Table (4): multicollinearity test 

variable VIF 

Voluntary disclosure 1.003092 

Percentage of board ownership 1.005627 

Financial leverage 1.005952 

Growth opportunities 1.007594 

Return on equity 1.004323 

Firm size 1.004329 

CEO Tenure 1.013360 

 

Table (5): model testing results 

Dependent variable: mandatory environmental disclosure 

variable ratio t statistic sig 

constant 18.06454 984.2298 0.0000 

Voluntary disclosure -0.011281 -4.587637 0.0000 

percentage of board ownership -0.009461 -1.122459 0.2618 

Financial leverage -0.005175 -1.004555 0.3152 

Growth opportunities 0.002096 4.540023 0.0000 

Return on equity 5.50E-05 4.219279 0.0000 

Firm size 0.008646 7.934292 0.0000 

CEO tenure -0.000375 -0.143536 0.8859 

Coefficient of determination 0.545 
Modified coefficient of 

determination 
0.479 

F-statistic 8.260 
Durbin-Watson 2.087 

Significance level (F) 0.000 

 

 

The numerical value of the modified coefficient of 

determination shows what percentage of the changes 

in the dependent variable can be accounted for by the 

independent variable. In the present model, the 

numerical value of this coefficient is 0.479. That is, 

47.9% of the changes in the variable of TAG can be 

accounted for by independent and control variables. 

Durin-Watson's statistic value is 2.087 and since the 

value is within the 1.5 - 2.5 range, the hypothesis of 

absence of multicollinearity between errors is not 

rejected and simple and multiple regression test can be 

applied. On the other hand, the estimated probability 

of F statistic is 0.000 (smaller than 0.05.) therefore, the 

null hypothesis is rejected, indicating that not all 

coefficients of regression could be zero at the same 

time. Therefore, we can argue that there is a significant 

correlation between all independent variables and the 

dependent variable at the same time, and therefore the 
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significance of the whole regression can be confirmed. 

The results also show that the independent and control 

variables are able to account for TAG of the company. 

The regression equation is as follows: 

 

TAGj = 18.064 -0.0112 VOLDISC + 0.0086 SIZE + 

5.50E-05 ROE +0.002 GROWTH + εi 

 

According to Table (5), the hypotheses testing results 

show that growth opportunities with t-statistics (4.540) 

and significance (0.000), returns on equity (4.219) 

with significance (0.000), firm size (7.934) with 

significance (0.000), all have error level below 5%, 

and are therefore significant and positive. In addition, 

the percentage of board ownership according to t-

statistic (-0.1122) and significance (0.261), financial 

leverage (-1,004) with significance (0.351), CEO 

tenure (-0.143) with significance (0.885) are greater 

than the error level of 5% and are therefore considered 

to be insignificant. Also, since the significance of the 

independent variable (voluntary environmental 

disclosure) with t-statistic (-4.587) and significance 

(0.000) is less than 5%, there is no reason to confirm 

the null hypothesis and the opposite hypothesis (H1) is 

therefore confirmed.  Therefore, it can be argued that 

there is a correlation between TAG and voluntary 

environmental disclosure of companies listed on the 

Tehran Stock Exchang 

 

6. Discussion and conclusion 
Voluntary disclosure is a mechanism that is externally 

controlled and is intended to alleviate problems 

between member shareholders (holders of final 

information) and non-members by providing 

information on financial and non-financial results. 

Theoretical justification of voluntary disclosure is 

based on specific assumptions, and disclosure is used 

as a tool to reduce information asymmetry between 

managers and investors. The obtained results are 

within the scope of legitimacy and have been reported 

based on environmental and social disclosure studies. 

Voluntary disclosure can be used as a control 

mechanism to restrain the CEO's self-centered 

decisions and utilitarian behavior. CEOs who are also 

a member of the board of directors, usually tend to 

provide a lower level of voluntary disclosure because 

they believes that tax mechanisms can affect the 

information disclosed by the company to its 

shareholders and reduce the likelihood of incomplete 

disclosure or disclosure of invalid information. 

In the present study, the relationship between TAG 

and voluntary environmental disclosure of companies 

listed on the Tehran Stock Exchange was investigated. 

The hypothesis testing results show that there is a 

negative correlation between the rate of voluntary 

environmental disclosure and TAG. Thus, it can be 

concluded that with any increase in voluntary 

environmental disclosure, TAG of companies also 

improves, in other words the more companies comply 

with the principles and indicators of voluntary 

environmental disclosure, we can expect to see a 

significant decrease in TAG in the long run. Although, 

Improvement of status quo and protection of the 

environment, may incur costs, the benefits of 

complying with these indicators outweigh its costs in 

the long run and this will help companies improve 

their performance, improve productivity and gain a 

competitive advantage. Companies with a high degree 

of TAG tend to have a high degree of voluntary 

environmental disclosure. For example, a large portion 

of voluntary positive environmental disclosures can be 

used to shift focus from inappropriate tax payments or 

TAGs with high legitimacy because in the financing 

process, it is necessary to effectively deal with 

environmental challenges. It has also been proved that 

the motivation for voluntary environmental disclosure 

is often strategic in nature: firms mostly use this tool 

as a legal tool rather than a response mechanism. In 

contrast, a positive relationship also suggests that a 

low degree of TAG (i.e., tax compliance) is associated 

with a high degree of voluntary disclosure. The 

hypothesis testing results are found to be different 

from, yet consistent with the results of Fallan and 

Fallan (2019), Plumlee et al. (2015), Hasas Yeganeh et 

al. (2018) and Khajavi et al. (2018). 

The results of the present study can be help 

investors, financers and other stakeholders in the 

process of reviewing environmental and tax 

performance reports. Consideration of these reports 

can reduce stock liquidity and capital costs and 

improve earnings quality. By reducing information 

asymmetries, these reports can create advantages for 

investors and managers. Currently, environmental 

reporting at the national and international levels is not 

considered legally mandatory, and companies disclose 

some information voluntarily. On the other hand, the 

results of research on the mandatory environmental 
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disclosure by companies show that the adoption of 

mandatory disclosure rules and regulations will 

increase social responsibility of companies. According 

to the results, it is suggested that authorities provide 

the necessary incentives in order to encourage 

companies to participate more actively in 

environmental disclosure. Similarly, legal 

requirements for non-financial reporting of companies 

should be met so that companies can enjoy the benefits 

of sustainable performance. Companies should also be 

provided with the necessary training on disclosure 

procedures and adequacy of information disclosure to 

increase their efficiency. 

management, Publications of the Organization for the 

Study and Compilation of Humanities Books, niversity 

of Tehran. 
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