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Abstract 
 
Nowadays, companies focus more on social questions, but also strive to be as successful as 
possible as companies wish to please their shareholders and, at the same time, act in a socially 
responsible way to benefit the company as a whole. Through their socially responsible 
behaviour they build long-term relationships with their shareholders, and work towards 
corporate sustainability and ongoing company development by not focusing on the current 
profit alone, but also on future shareholder relationships. On the other hand, taxes motivate 
companies to reduce their tax liabilities.  This is why they use activities related to tax 
aggressiveness. In order to solve this problem, solutions are required on both the EU- and 
worldwide levels. Due to the different national approaches towards finding a solution, 
loopholes are created that can be exploited by the designers of aggressive tax planning 
schemes. At the same time, the rules in one member country can jeopardise the effectiveness 
of the rules in other countries. Such an inconsistent approach may cause uncertainty and 
administrative burdens for companies. The present paper studies the relationship between two 
areas that have previously been studied independently from one another for a long time: 
corporate social responsibility and corporate tax aggressiveness. 
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1 Introduction 
 
By their operations, the companies strengthen the social environment where they operate, if 
they work well. Due to this influence, awareness gradually emerged in past that a company is 
responsible for all the aspects of the society it touches (Jernejčič Dolinar, 2009, p. 307). By 
means of socially responsible action, companies build long-term relationships with 
stakeholders as well as a long-term existence and development of the company. When we 
speak of social responsibility of companies, we think of those measures and activities of the 
company, which exceeds their legal obligations towards the environment and the society 
(European Commission, 2011). 
 
Nowadays, companies do not focus on their economic/benefit aspect of conducting business 
only, but on the social aspect as well. At the same time, the companies wish to satisfy the 
shareholders, which they do by increasing economic performance, while they also operate 
also for the benefit of the society (Rodriguez-Fernandez, 2015, p. 137-138). The socially 
responsible action of the company includes the environment, suppliers, customers, employees, 
the government and the community, for it concerns all the stakeholders of the company (Gras-
Gil et al., 2016, p. 2). Managers must include socially responsible action in their corporate 
strategy. An important part of this strategy is to manage how the stakeholders perceive the 
influence of the company on the natural environment. Their perception can critically influence 
the successfulness of the company and even the survival of the company (Hart, 1995; Russo 
and Fouts, 1997; Berman et al., 1999; as cited in Chatterji et al., 2008, p. 1). 
 
The company operates in a socially responsible way, if it pays taxes and thus strengthens the 
state (Avi-Yonah, 2006, p. 2). Avoiding paying taxes is a complex problem, which concerns 
social responsibility via ethics and morality (Ylönen and Laine, 2015, p. 5). The companies 
that operate tax aggressively have a lower level of socially responsible activities in the 
company (Laguir et al., 2015, p. 662). 
 
Many researches, in the past, covered separately the field of social responsibility and the field 
of taxes. The purpose of the article is to research the connection between social responsibility 
and tax aggressiveness of companies. 
 
The structure of the article is the following. After the introductory part, in the second chapter 
we present the connection between the social responsibility and tax aggressiveness of the 
company. In the third chapter, an empirical model is formed, which enables the research of 
interdependence between the social responsibility and tax aggressiveness of the company. The 
final chapter illuminates the key findings and offers the conclusions of the article. 
 
2 Corporate social responsibility and corporate tax aggressiveness 
 
In past, the authors often dealt with the definition of social responsibility. However, there has 
not been a unified definition so far. Bowen (1953; as cited in Pour et al., 2014, p. 229-230) is 
the first who defined social responsibility in 1953. He focused on an entrepreneur, whose 
obligation is to follow the politics, make decisions and take measures, which are desired and 
important for the society (Bowen, 1953; as cited in Pour et al., 2014, p. 229-230). Later, 
numerous international institutions became involved in the promotion of social responsibility, 
among which the most important are UNO, ISO and the European Commission (2011). The 
latter perceives the company as socially responsible, if the company strives for paying respect 
to social and environmental needs in its daily activities voluntarily and not only on the basis 
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of regulations. ISO 26000 (2010) sees social responsibility as responsibility of organization 
for influences of their decisions and activities on the society and environment through the 
transparent and ethical behaviour. The latter contributes to sustainable development, including 
health and welfare of the society; it complies with the expectations of the stakeholders, with 
the applicable legislation, with international norms of behaviour. It is integrated in the entire 
organization, and is carried out in their relationships. The company, thus, can be socially 
responsible in several fields. It can be socially responsible towards the environment, the 
customers, the employees, the state, and the community (Gras-Gil et al., 2016, p. 2). Such 
companies focus on a long-term relationship with the stakeholders (Gelb and Strawser, 2001; 
Chih et al., 2008; Choi and Pae, 2001; as cited in Gras-Gil et al., 2016, p. 3). 
 
Nowadays, many companies increasingly focus on social issues. At the same time, they wish 
to increase economic successfulness and efficiency, for they wish to satisfy the shareholders, 
and, at the same time, operate in a socially responsible way for the benefit of the society as a 
whole. However, the aspiration of the company can as well include the so-called tax 
aggressiveness. The authors (Laguir et al., 2015, p. 663; Lanis and Richardson, 2012, p. 87) 
described the latter as something opposite to tax ethics. Tax aggressiveness is defined as tax 
planning of the tax income which includes the activities which are legal, and the activities 
which are a part of the grey area of operations, or the activities, which are illegal (Lanis and 
Richardson, 2012, p. 87). Thus, tax aggressiveness could be a synonym for avoiding taxes, 
which also includes tax shelters. The authors Lanis and Richardson (2012, p. 87) ascertain 
that social responsibility of companies, after disclosure of data on corporate income tax, is 
negatively associated to tax aggressiveness (Richardson; Taylor; Lanis, 2013; as cited in 
Čokelc and Križnam, 2013, p. 48). The goal of tax aggressive policy is thus to reduce taxes of 
the company (Chen et al., 2010; Frank et al., 2009; Lanis and Richardson, 2012, p. 87). 
 
The European Commission (2013) believes that tax aggressive planning is a global problem. 
For its solving, the solutions on the level of the EU and on the global level are supposed to be 
necessary. This problem can neither be solved by a unilateral intervention in a single member 
country, for different national approaches to solving this cross-border problem can create 
gaps, abused by the designers of the aggressive tax planning. Additionally, the rules in one 
member country can threaten the efficiency of the rules in the other countries. The 
unsynchronized approach could cause uncertainty and administrative burdens for the 
companies. Therefore, the question, how to use the principles of social responsibility and 
taxation of the company, which both include measures, which reduce the tax liability of the 
company through avoiding paying taxes and tax planning, is always more important 
(Williams, 2007; as cited in Lanis and Richardson, 2012, p. 89). 
 
3 Empirical research of interdependence between corporate social responsibility and 
corporate tax aggressiveness 
 
There are not a lot of researches regarding the topic of social responsibility in connection with 
the tax field, for these two fields were mostly researched individually. In his research, Sikka 
(2010, p. 154) studies whether avoiding paying tax is really a socially responsible action. 
Stakeholders and nongovernmental organizations are increasingly more stressing the 
differences between the requests of the company on social responsibility and their practices of 
avoiding paying taxes. Such practices disable the ability of governments to ensure education, 
health system, pensions, clean water, or distribution of wealth in order to uproot poverty and 
ensure peace and justice (Action-Aid, 2008, 2009; Christian-Aid, 2004, 2005, 2008, 2009; 
Oxfam, 2000; as cited in Sikka, 2010, p. 154). Avi-Yonah (2006, p. 2) adds that in case if 
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companies operate in a socially responsible way, they can be expected to strengthen the 
society by paying taxes, which is in accordance with social responsibility. 
 
According to Ylönen and Laine (2015, p. 5), avoiding taxes and social responsibility is a 
complex issue, which embraces ethics, morality and social responsibility. In past researches, 
they also researched how social responsibility of companies and tax aggressiveness are 
connected (Freedman, 2003, Desai and Dharmapala, 2006; Williams, 2007; as cited in Lanis 
and Richardson, 2012, p. 87). Huseynov and Klamm (2012, p. 804) studied the influence of 
three dimensions of social responsibility of the company, i.e. corporate governance, 
community, and diversity of avoiding taxes in the companies. The latter are offered tax 
services by auditors. They studied whether social responsibility of the companies influences 
the tax avoidance when the companies have portfolios, based on levels of social responsibility 
at their disposal. Laguir et al. (2015, p. 662) researched how different activities of social 
responsibility of a company influence the tax aggressiveness of the company. The results 
showed that tax aggressiveness of a company depends on the nature of socially responsible 
activities of the company. More extensive are the activities of the social dimension of a 
socially responsible company, lower is the level of tax aggressiveness (Laguir et al., 2015, p. 
662). 
 
Lanis and Richardson (2011, p. 87) believe that the influence of the board of directors is the 
one which decides to what extent the company is socially responsible and what kind of a tax 
policy it chooses. Taxes are a motivational factor that influences the decisions of the 
company. Companies wish to reduce taxes by means of the activity of tax aggressiveness. If 
we take a look from the social perspective, however, paying taxes by the company ensures 
financing the public goods. Therefore, tax aggressiveness of companies has a negative impact 
on the society, meaning that the company does not act in a socially responsible way (Freise et 
al., 2008; as cited in Lanis and Richardson, 2012, p. 87).  Williams (2007; as cited in Lanis 
and Richardson, 2012, p. 89) states that the most important issue is how to use the principles 
of social responsibility and taxation of the company, which includes the measures, which 
reduce corporate tax liability through avoiding taxes and tax planning. Ylönen and Laine 
(2015, p. 19-20) studied the relationship between tax planning and CSR reporting of the 
companies in the case of a multinational company, which uses transfer prices in order to 
achieve tax savings. In studying the disclosures of this multinational company, they 
discovered that the voluntary disclosures are still not sufficient in order to conclude about the 
social responsibility of the company with regard to the tax field. Jenkins and Newell (2013, p. 
9-10) point out why socially responsible reporting should also include tax issues. It is 
important that a company is socially responsible to the public in the tax field too and it must 
pay taxes to the tax administration. 
 
3.1 Defining the research model 
 
The basic research question that influenced the design of our research model is the following: 
do companies, which are socially responsible, use activities of tax aggressiveness. We believe 
that companies, which are socially responsible, are not tax aggressive.  
 
We defined social responsibility according to the example of Singhapakdi et al. (1996, p. 
1134), i.e. by means of the three factors of social responsibility. The first factor is 
profitability, which is very important for the competitiveness of the organization. An 
individual with a high degree of this factor will believe that social responsibility plays an 
important role in achieving profitability and competitiveness of the company. The second 
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factor is long-term gains, such as profitability, successfulness of the company, and morality of 
the employees. An individual with a high degree of this factor will believe that social 
responsibility plays an important role in the long-term gains of the company. The third factor 
is short-term gains, which measure the role of social responsibility in connection with the 
efficiency of the company, satisfaction of the shareholders and making profits. An individual 
with a high degree of this factor will believe that social responsibility plays an important role 
in reaching short-term gains of the company (Singhapakdi et al., 1996, p. 1135). 
 
Social responsibility can be viewed also from another angle, i.e. from the perspective of a 
shareholder and from the perspective of a stakeholder. People who identify with the 
perspective of a shareholder tend to the profitability of the company (the case is benefits of 
the shareholders by excluding others) as an exceptional responsibility of conducting business. 
Such individuals support profitability only; ethical and social problems are put on hold. 
Those, who identify with the perspective of a stakeholder, admit that a company has a 
responsibility to various groups of stakeholders and should thus act ethically and in a socially 
responsible way. They believe, namely, that being ethical and behaving in a socially 
responsible way is essential for achieving long-term business successfulness of the company 
(Lam Mo, 2012, pp. 15-16).  
 
It is also necessary to distinguish between the “good” social responsibility and “selfish” social 
responsibility, which is focused only on beneficial effects for the company (Williams, 2007; 
as cited in Lanis and Richardson, 2012, p. 90). A lot of companies act according to the double 
standards, for the external image of the company is such as the stakeholders want (Williams, 
2007; as cited in Lanis and Richardson, 2012, p. 90). Large companies are important as an 
example to the others, smaller companies, in the society. Therefore, it is important how the 
large companies disclose information to the public. The latter is relevant in order to build and 
develop the social reality. Past researches discovered an increased reporting on social 
responsibility (Archel et al., 2011; Milne et al., 2009; as cited in Ylönen and Laine, 2015, p. 
10). The European Union (2011) also recommends voluntary disclosures of companies and 
their reporting on social responsibility. On this basis, we will collect data, which are 
voluntarily disclosed in their sustainable reports, and, thus, define the social responsibility of 
the company from the objective perspective. 
 
According to the example of Lanis and Richardson (2012) and Laguir et al. (2015), we will 
define and measure tax aggressiveness on the basis of the effective tax rate (ETR). We 
decided for such an approach, for the activities of the tax aggressiveness often generate book-
tax differences, which can be the temporary or permanent difference between financially 
accounting gains and taxable profit of the company. These differences cause differences in the 
numerator of the ETRs, which is based on taxable profit. Meanwhile, the denominator is 
based on the accounting gains. Transactions, performed due to tax benefits (e.g. foreign sales, 
tax exempt income, tax credits, and deferral of income recognition) are usual reductions of 
ETRs (Rego, 2003; as cited in Lanis and Richardson, 2012, p. 86). The second reason is that 
companies often use their foreign operations in order to avoid taxes, and ETRs sense this form 
of tax aggressiveness also (e.g. transfer of the profit from high taxation countries to low 
taxation countries) (Rego, 2003; as cited in Lanis and Richardson, 2012, p. 86). Generally, the 
companies, which avoid corporate taxes by reducing their taxable income, while maintaining 
their financial accounting income, have lower ETRs. Therefore, the ETR is an appropriate 
measure of tax aggressiveness. The third reason is that past tax empirical researches have 
shown that ETRs include tax aggressiveness (Slemrod, 2004; Dyreng et al., 2008; Robinson et 
al., 2010; Armstrong et al.; as cited in Lanis in Richardson, 2012, p. 91-92). The fourth reason 
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is that ETRs mark the approximate measure of tax aggressiveness, which is most commonly 
used by academicians (Mills et al., 1998; Phillips, 2003; Rego, 2003; Dyreng et al., 2008 as 
cited in Lanis and Richardson, 2012, p. 91-92). 
Laguir et al. (2015, p. 662) proved that tax aggressiveness of the company depends on the 
nature of socially responsible activities of the company. More extensive are the activities of 
the social dimension of a socially responsible company, lower is the level of tax 
aggressiveness. Lanis and Richardson (2012, p. 87) believe that the influence of the board of 
directors is the one, which decides to what extent the company is socially responsible and 
what kind of a tax policy it chooses. Taxes are a motivational factor that influences the 
decisions of the company. Companies wish to reduce taxes by means of the activity of tax 
aggressiveness. If we take a look from the social perspective, however, paying taxes by the 
company ensures financing the public goods. Therefore, tax aggressiveness of companies has 
a negative impact on the society, meaning that the company does not act in a socially 
responsible way (Freise et al., 2008; as cited in Lanis and Richardson, 2012, p. 87).  
 
The customary definition of ETRs is income tax expense currently payable divided by pre-tax 
accounting (or book) income (Gupta and Newberry, 1997; as cited in Richardson and Lanis, 
2012, p. 91). With regard to the fact that ETRs compare the current tax liability, which 
emerges due to taxable profits, based on the GAAP, ETRs measure whether the company has 
reduced the current tax liabilities with regard to its accounting gains before the taxation. 
Therefore, the ETR is an indicator of the relative tax burden of the society (Rego, 2003; as 
cited in Richardson and Lanis, 2012, p. 91). 
 
In order to improve the robustness of the empirical results, Lanis and Richardson used two 
different measures of the ETR (Gupta and Newberry, 1997; as cited in Richardson in Lanis, 
2012, p. 86). The first (ETR 1) is income tax expense currently payable divided by book 
income. The second (ETR 2), however, is defined as income tax expense currently payable 
divided by operating cash flows (Richardson in Lanis, 2012, p. 92). 
 
4 Conclusion 
 
The socially responsible action of the company concerns all the stakeholders, which are in 
kind of interaction with the company (Gras-Gil et al., 2016, p. 2). Social, economic and 
environmental issues force companies to comply with legislation in all fields and focus on the 
common good for the stakeholders and the society as a whole (Rodriguez-Fernandez, 2015, 
pp. 137-138). At the same time, the companies have the right to reduce their tax liability 
within the framework of the legislation (Avi-Yonah, 2008, p. 2).  It is socially responsible to 
take measures, which reduce damaging consequences of the tax aggressiveness for the benefit 
of the society as a whole (Williams, 2007).  In addition, if the company avoids paying taxes, it 
means that it does not pay a fair share of taxes to the state in order to improve common good 
for the entire community (Freedman, 2003; Freise et al., 2008; as cited in Lanis and 
Richardson, 2012, p. 87). All in all, the tax aggressiveness of the company can induce losses 
to the entire community (Freedman, 2003; Slemrod, 2004; Schön, 2008; as cited in Lanis and 
Richardson, 2012, p. 88). Tax aggressiveness is a socially irresponsible and illegitimate 
action. If a company performs tax aggressive policy, it is socially irresponsible; its decisions 
how far it is ready to go in reducing its tax liability can influence the socially responsible 
action of the company, in addition to second thoughts about legality and other basic ethical 
issues (Williams, 2007; as cited in Lanis and Richardson, 2012, p. 88). 
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With regard to studying the researches from the field of social responsibility of the companies 
in connection with the tax aggressiveness in Slovenia, we ascertained that so far there have 
been no researches in this field. The analysis of the current condition in this field would show 
and explain the condition in Slovenia and enable a comparison with the other countries, which 
performed similar researches in past periods. 
 
In addition, the European Commission campaigns for the best possible and comprehensive 
reports on social responsibility, on more voluntary disclosures of the companies. At the same 
time, it campaigns for reducing tax aggressiveness of the companies. Social responsibility and 
at the same time tax aggressiveness of companies are an interesting topic to research. 
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