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Abstract - The purpose of this paper is to argue the relationship between CSR, tax avoidance and board gender diversity. 
This study examines the moderates’ effect board gender diversity on the relation between CSR and Tax avoidance.The study 
uses ordinary least squares regression (OLS)  to investigate the relation between CSR, tax avoidance and board gender 
diversity on a sample of 300 non-financial listed UK companies during the period  2005 -2017.The results obtained show 
that, for the UK companies, that a high level of CSR is negatively associated with tax avoidance in firms with a higher 
percentage of females on the board. 
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I. INTRODUCTION 
 
In the new global economy, corporate social 
responsibility has become a central issue for society. 
In fact, corporate social responsibility (CSR) refers to 
strategies corporations or firms conduct their business 
in a way that is ethical, society friendly and beneficial 
to the community in terms of development.  A 
primary concern of the issue of corporate social 
responsibility (CSR) has been debated since the 1950. 
Traditionally, Carroll (1979)provides that corporate 
social responsibility (CSR) integrates economic, 
legal, ethical, and philanthropic responsibilities into 
corporate decision-making, advocating firms to 
consider the interests of stakeholders beyond their 
shareholders. In this context, the relation between the 
CSR and taxation has also gained interest in 
academia. Firms innately have the incentive to 
minimize corporate tax expenses, which is a cash 
outflow. Inthis area, Tax avoidance constitutes firms’ 
efforts to reduce their tax payments to taxing 
jurisdictions through various means, some of which 
are perfectly legal and others, known as tax 
aggressiveness, whose legality may be questionable. 
However, Tax avoidance is where a firm can either 
explicitly or implicitly reduces its tax burden without 
incurring additional expenses from tax investigations, 
in both the short-term and long-term. When the tax 
authorities determine a firm’s tax avoidance to be tax 
evasion and not tax saving activities, the firm incurs a 
direct tax expense that includes the original tax and 
an additional fine. It may be additionally detrimental 
for the firm in that it can damage its reputation, which 
eventually can lead to a decrease in firm value and a 
decline in sales. Because both taxation and corporate 
social responsibility constitute a diversion of 
resources toward non-shareholder stakeholders, the 
link between CSR and tax avoidance has drawn 
considerable interest recently.  Recently, investigators 
have examined the effects of CSR on tax avoidance. 
Hoi et al., (2013) present findings consistent with a 
negative relation between CSR and tax avoidance. 

They interpret their results as evidence that tax 
avoidance is an indicator of corporate culture that is 
associated with a lack of CSR. In contrast, Davis et 
al., (2013) present findings consistent with a positive 
relation between CSR and tax avoidance and 
conclude that firms do not view tax avoidance as part 
of CSR. In this study, we investigate the role of CSR 
in taxation with the broader CSR literature by 
investigating how board gender diversity moderates 
the relation between CSR and tax avoidance. In doing 
so, we help reconcile the differences between existing 
studies. In this area, European Commission (2001) 
expressed a business case for corporate social 
responsibility (CSR), “whereby companies integrate 
social and environmental concerns in their business 
operations and in their interaction with their 
stakeholders on a voluntary basis” (p. 6). This vision 
creates new responsibilities for boards, and directors 
individually, both in terms of corporate activities and 
accountability, which raises the question of a possible 
link between board gender diversity and a firm’s CSR 
disclosure. Previous studies of CSR have not dealt 
with the moderating role of board gender diversity in 
the relation between CSR and tax avoidance. 
European Commission (2001) expressed a business 
case forcorporate social responsibility (CSR), 
“whereby companies integrate social and 
environmentalconcerns in their business operations 
and in their interaction with their stakeholders on 
avoluntary basis(p. 6). This vision creates new 
responsibilities for boards, and directorsindividually, 
both in terms of corporate activities 
andaccountability, which raises the questionof a 
possible link between board gender diversity and a 
firm’s ESG disclosure. The literature has investigated 
different facets of the ESG disclosure issue. For 
instance,Cho and Patten (2007) examined the 
determinants of social and environmental strategy 
anddisclosure. They show that environmental 
disclosure is used as a corporate tool forlegitimacy. 
The literature (e.g. Patten, 2002) has also examined 
the relationship betweenenvironmental performance 
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and environmental disclosure. In general, these 
studies fail tofind any significant relationship. 
Finally, other studies (e.g. Michelon and Parbonetti, 
2012)have examined the effect of corporate 
governance mechanisms on sustainability 
disclosure.These studies show that corporate 
governance plays a role in the sustainability 
disclosure ofUS and European companies. Regarding 
board gender issues, a large body literature has 
examined extensively therelationship between 
WOCB and firm financial performance. According to 
Post and Byron (2015), the evidence is mixed, with 
the link having been found to be positive, negative or 
neutral. Furthermore, few studies have examined the 
contribution of the role of female directors on boards 
to CSR. The meta-analysis by Byron and Post (2016) 
shows that few studies have specifically examined the 
relationship between WOCB and ESG issues. Given 
these gaps in the literature, this study makes several 
contributions that may be described as follows. First, 
the study makes a theoretical contribution to the 
diversity and governance literature by examining the 
effect of WOCB on ESG disclosure through 
stakeholder theory (Freeman, 1984). Usually, WOCB 
is examined through two theoretical lenses: agency 
and resource dependence theories (Terjesen et al., 
2009). Indeed, Hillman and Dalziel (2003) argue the 
key functions of boards are management oversight 
and the provision of critical resources to the 
organization within the framework of agency and 
resource dependence theory. Regarding CSR issues, a 
large body of literature has examined extensively the 
relationship between CSR and tax avoidance on the 
one hand and the relationship between CSR and 
board gender diversity on the other hand. 
Furthermore, few studies have examined the 
contribution of the role of female directors on boards 
to CSR and to tax avoidance.  Given these gaps in the 
literature, this study makes several contributions that 
may be described as follows. First, the study makes a 
theoretical contribution to the governance, taxation 
and CSR literature byexplanationbetween tax 
avoidance, board gender diversity and CSR. Second, 
this paper makes a practical contribution by 
examining the moderating effect of board gender 
diversity on the relation between CSR and tax 
avoidance through stakeholder theory (Freeman, 
1984) and agency theory (Jensen and Meckling, 
1976). The central question in this paper asks how the 
higher female percentage on the board can moderate 
the relation between CSR and tax avoidance. Data for 
this study were collected using DataStream, 300 UK 
companies (non-financial) during 2005 to 2017. The 
structure of the paper is as follows. Section 2 presents 
a review of the literature and the research hypotheses. 
Section 3 presents the methodology, which takes into 
account description of the sample, a definition of the 
variables and the analyses used. Section 4 presents 
the main empirical results. Finally, concluding 
remarks are given in Section 5. 

II. LITERATURE REVIEW 
 
A large and growing body of literature has 
investigated the relationship between CSR and tax 
avoidance. McWilliams and Siegel (2001) define 
CSR as “actions that appear to further some social 
good beyond the interests of the firm and that which 
is required by law” (p. 117).Several studies 
conducted empirical research on the relation between 
CSR and corporate tax avoidance. Based on a sample 
of 3304 observations between 2002 and 2014, 
Renselaar (2016) find that the CSR score of 
companies is negatively related to their effective tax 
rate. Lanis and Richardson (2012) investigate 408 
Australian companies for the 2008/2009 financial 
year. They find that a higher level of CSR disclosure 
of companies relates to a lower degree of tax 
aggressiveness. In their recent study in 2018, they 
indicate that the presence of outside directors on the 
board magnifies the negative association between 
CSR performance and tax aggressiveness. Desai and 
Dharmapala (2006) argue that, CSR could potentially 
influence the tax aggressiveness in terms of how 
firms account and direct their systems and processes 
with regards to the welfare of society as a whole. Hoi 
et al., (2013) investigate the relation between 
aggressive tax avoidance and irresponsible CSR 
activities. They find that companies with excessive 
irresponsible CSR activities are more aggressive in 
avoiding taxes. The paper by Watson (2015) shows 
the same results, indicating that socially irresponsible 
companies are more tax aggressive and have greater 
unrecognized tax benefits compared to other 
companies. Also, in their study, Wang and Tsai 
(2016) find that the CSR is negatively associated with 
book-tax differences. If managers engage in CSR 
based on a moral imperative, they predict that 
negative association between CSR and book-tax 
differences. Huseynov and Klamm (2012) 
investigated the CSR practices of S&P 500 firms 
from 2000 to 2008. Contrary to Lanis and Richardson 
(2012), they found that more socially responsible 
firms are more likely to be tax aggressive. Landry et 
al. (2013) show based on a sample of Canadian 
companies, that the tax behavior of a company is not 
necessarily aligned with its CSR. Christensen and 
Murphy (2004) also assert that, companies’ attitude 
towards CSR legitimately influences their decisions 
on the extent of and preparedness to reducing their 
tax liability. Amidu et al. (2016) suggest that an 
increase in CSR activities is associated with an 
increase in EM, suggesting that, sampled firms may 
use CSR as a cover for engaging in opportunistic 
behavior such as earnings management. Prior et al., 
(2008) find a significant positive relationship between 
earnings management and CSR in regulated firms, 
and advance that, the better the CSR activities in a 
company, the more the company manages its 
earnings. Chih et al., (2008) using 1,653 firms from 
46 countries, found out that CSR has a negative 
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relationship with earnings smoothing and positively 
related to earnings aggressiveness. Similarly, Muller 
and Kolk (2015), in an Indian sample, find that 
multinational enterprise subsidiaries with a good CSR 
reputation pay higher effective tax rates. Davis et al., 
(2015) indicate that CSR is negatively correlated with 
five year effective tax rates and positively related to 
the amount spent on tax lobbying. 
 
Hypothesis 1: Tax avoidance is negatively associated 
with corporate social responsibility. 
 
The fact that corporate social responsibility are 
negatively associated with tax avoidance. So 
corporate social responsibility is one of proxy of 
information transparency. In this area, a cluster of 
clues suggests that a significant feminization of 
boards could improve the transparency and ethics 
compliance of companies. In this context, we propose 
an explanation wherein board gender diversity 
influences how CSR and tax avoidance are related by 
examining how female ‘directors influence positively 
on CSR. The first serious discussions and analyses of 
CSR emerged during the 1988s with Windsor and 
Preston, is arguing that, within the framework of 
legitimacy theory, CG and CSR are intricately related 
notions defining the interaction between an 
organization and its internal and external 
sociopolitical environment, with both increasingly 
considered as complementary fundamental 
prerequisites for sustainable growth within a 
globalizing business environment (Van den Berghe 
and Louche, 2005).  
In this context, previous studies have reported that 
various board attributes can have significant influence 
on CSR (Ayuso and Argandoña, 2009, Dunn and 
Sainty, 2009, Huang, 2010).Jamali et al. (2008) found 
that corporate governance is what drives managers 
and executives to set goals and objectives in relation 
to CSR, and the board is key in meeting and 
promoting these CSR objectives. In fact, Companies 
with high female representation on their boards tend 
to have stronger corporate governance than those 
with few or no women on the board of directors 
(Rosener, 2003) and consider the needs of a wider 
range of stakeholders than male directors (Konrad 
and Kramer, 2006). Research based on CSR reporting 
has paid little attention to the association between 
board gender diversity and CSR disclosure.  
In this vein, past literature (Alonso-Almeida et al., 
2015) documented that female leadership style 
encourages CSR practices, with women directors 
considered drivers of CSR activities (Harjoto et al., 
2015; Setó-Pamies, 2015; Landry et al., 2016). 
In another major study, Larrieta-Rubín de Celis et al., 
(2015) found that female directors apply specific 
initiatives to obtain more democratic and socially and 
environmentally committed firms, which enhances 
CSR practices. In addition, female directors act more 
responsibly, according to cognitive, psychological 

and sociological literature and, therefore, may 
encourage firms to disclose CSR information. .  In the 
same vein, Fernandez-Feijoo et al. (2014), Harjoto et 
al., (2015), Rao and Tilt (2016) and Yasser et al., 
(2017) documented that female directors have the 
potential to influence CSR reporting. This view is 
supported by Fernández and Gago, Cabeza andGarcía 
(2016), and Nieto who revealed that a higher 
percentage of women in boardrooms and in groups of 
outside and independent directors imply better CSR 
disclosure.Recently, PuchetaMartínez and Bel-Oms 
(2017) show an inverted U-shape relationship 
between external women directors (independent and 
institutional) and CSR disclosure, since the inclusion 
of female directors on corporate boards improves 
CSR disclosure, in line with the monitoring 
hypothesis, but when their presence on boards 
reaches a turning point, CSR reporting decreases, 
consistent with the expropriation hypothesis. Overall, 
these studies outline that board gender diversity is 
positively related to CSR practices.  
 
As such, relying on the trade-off agency theory, 
companies with gender diverse boards are expected to 
have a higher information transparency level. In 
addition, it is expected that the presence of this 
critical mass of women on the board will interact with 
CSR and tax avoidance. Specifically, the presence of 
female directors on the board is expected to moderate 
the association between CSR and tax avoidance.  
 
Hypothesis 2: Board gender diversity moderates the 
relation between tax avoidance and corporate social 
responsibility 
 
III. RESEARCH DESIGN 
 
3.1 Sample  
This paper used a convenience sample of 300UK 
listed companies (non-financial sector). The study 
period ranges from the beginning of 2005 to the end 
of 2017. Table 1 presents the distribution of the listed 
firms of our sample. Thus, 300 firms and 3900 
observations will make up our sample construct, as 
depicted in table 1 below our database has been 
collected from DataStream database. 

 
Table 1: sample selection 

Sample              Number of firms 
Initial 
sample 

                         400 

Financial 
firms              

                       ( 100) 

Final 
sample 

300 

Duration of 
study 

                          13 

Total 
observations 

3900 
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3.2 Measurement of variables  
3.2.1 Dependent variable 
The dependent variable in this analysis is the extent 
of corporate tax avoidance. Tax avoidance is 
measured by Cash Effective Tax Rate (Cash ETR). 
Thus, ETR helps to estimate the effectiveness in 
companies’ tax planning activities (Mills et al., 1998; 
Phillips, 2003). Salihou et al., (2013) define cash 
ETR as the proportion of cash taxes paid to the 
accounting income before tax. Dyreng et al., (2008) 
explained that the cash amount of tax paid help to 
minimize the likely effects of items such as valuation 
allowance and tax cushions. Lanis and Richardson 
(2012) argue that ETR measures the ability of a 
company to reduce its tax payments relative to its 
pre-tax income. 
 
In this study, we follow Watson (2015) who indicates 
that cash effective tax rates are widely accepted in the 
accounting literature to proxy for tax avoidance in 
part because they capture both permanent and 
temporary tax avoidance strategies. 
 
3.2.2 Independent variables 
Board gender diversity: Board gender diversity was 
measured by calculating the percentage of female 
directors serving on a company’s board, as in Adams 
and Ferreira (2009) and Campbell and Mínguez-Vera 
(2008). For this variable, data were derived from the 
DataStream database. 
Corporate social responsibility: The independent 
variable in this study is the CSR score of a company 
as provided by Thomson Reuters in the ASSET4 
database. This CSR score is based on more than 750 
individual data points and is the weighted average of 
the scores on four dimensions. Companies obtain a 
score on their economic performance, environmental 
performance, social performance and corporate 
governance performance between 0 and 100 with a 
higher score indicating a better performance. The 
combined score of the four dimensions, the integrated 
rating, is denoted in this study as CSR. 
 
3.2.3 Control variables 
Firm size: Lanis and Richardson (2012) find that firm 
having larger size would be more aggressive in its tax 
policy rather than small firms. Furthermore, Gupta 
and Newberry (1997) argue that in some cases size 
affects the tax avoidance. Therefore, we take size 
(SIZE) as a control variable in our analysis, measured 
by the log of total assets. 
 
Leverage (LEV): Lanis and Richardson (2012), 
Stickney and McGee (1982), Chasbiandani and 
Martani (2012) used leverage as a control variable. 
They found that firms having debts would be more 
aggressive in gaining an opportunity to apply tax 
reduction as consequence of interest payment (Sari 
and Tjen, 2017). LEV is measured by total debts 
divided by total assets. 

Table 2: Variables measurement 

Variables Measures 
  

Tax avoidance 
(ETR) 

Is calculated by cash 
effective tax rate 

Corporate Social 
responsibility 

(CSR) 

Is combined score of the 
four dimensions 

Board gender 
diversity 

Is the percentage of 
female directors serving 
on a company’s board 

Size 
Is calculated as a natural 
logarithm of total assets 

Leverage 
Is calculated as the ratio of 

total debt to total assets 
 
3.3. Model and estimation method 
To test our hypothesis, we estimate this model as 
described below. 

ETR β β CSRs β SIZE β LEV
Year ixed effects ε 1  

ETR β β CSRs
β BGD ∗ CSR β SIZE
β LEV Year ixed effects
ε  2  

ETR: Cash Effective Tax Rate; CSR:  corporate 
social responsibility score; BGR: board gender 
diversity:  the percentage of female directors serving 
on a company’s board; SIZE: is calculated as a 
natural logarithm of total assets; LEV: is calculated as 
the ratio of total debt to total assets. 
The study uses ordinary least squares regression 
(OLS) to investigate the moderating effect of board 
gender diversity on the relation between corporate 
social responsibility and tax avoidance. 
 
IV. EMPIRICAL RESULTS 
 
4.1Descriptive statistics and correlation analysis 
Table 3 presents descriptive statistics of all the 
variables. As can be seen from this table, the mean 
percentage of BGD is 16.35 percent. This is higher 
than the number given in, for instance, Adams and 
Ferreira (2009), who reported a value of 8.5 percent. 
This is probably due to the fact that our sample is 
more recent, 2005-2017, compared to 1996-2003 for 
Adams and Ferreira (2009). 

 
Table 3: Descriptive statistics   
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The average cash effective tax rate for sample firms 
is 24.7 percent, which compares closely to Hoi et al., 
(2013) (25.3 percent). The 25th, 50th, and 75th 
percentiles as well as the standard deviation of cash 
ETR are all within 0.0075 (75 basis points) of Hoi et 
al., (2013). Since Hoi et al. (2013) report descriptive 
statistics of the remainder of their variables in a larger 
sample that includes loss firms, they are difficult to 
compare; however, the proximity of the cash ETR 
descriptive statistics indicates a closely matching 
sample.  Regarding the CSR disclosures, Cheng et al. 
(2014) found a mean score of 52.00 for a sample of 
firms from 49 countries over the period 2002-2009). 
The mean (median) CSR scores of our firms is 65.033 
(66.32), this is higher than existing studies that 
Bloomberg score. Table 4 reports the correlations 
among the variables. As a rule of thumb, a correlation 
of 0.70 or higher in absolute value may indicate a 
multicollinearity issue (Liu et al., 2014). The results 
show that the highest correlation coefficient of 0.579 
appears between CSR and FSIZE. However, since 
these two variables are used alternately in the 
specifications as dependent variables, their high 
correlation is not an issue. Multicollinearity was also 
checked by calculating the variance inflation factors 
(VIF). The highest observed VIF value in the study 
variables is 1.71, which is well below the 
conventional cut-off of 10.0 (Chatterjee and Hadi, 
2012). Consequently, it was concluded that 
multicollinearity had little impact on any further 
analysis. It can be noted from table 2 that there is a 
significant and positive correlation between board 
gender diversity and CSR disclosure, which suggests 
female directors influence corporate disclosure. 
Furthermore, there is a positive and significant 
relationship between board gender diversity and firm 
size, which suggests that larger firms are more likely 
to appoint female directors (Miller and del Carmen 
Triana, 2009). 
 

Table 4:  Correlation matrix 

 

4.2 Results and discussion  
Table 5 shows the results of estimating the model (1) 
to test our hypothesis. Although CSR and tax 
avoidance (ETR) showed negative (-) association, the 
association was statistically significant (α = -0.001, p 
= 0.068). The results of this study indicate that firms 
with better CSR performance is related to a lower 
extent of tax avoidance. This study confirms that 
ETR is negatively associated with CSR. The findings 
of the current study are consistent with those of Lanis 
and Richardson (2012), Hoi et al., (2013) and Watson 
(2015) who all foundthat firms with higher CSR 
indices pay lower taxes than other firms. 
 

Table 5: The effect ofCSR on tax avoidance 

ETR α α CSR α SIZE α LEV
YearFixedEffectsi ε  

 
Variables Coefficient Z Significati

on 
CSR -0.001 -1.82   0.068*

SIZE 0.003 0.36    0.718
LEV -0.098 -1.13    0.259
Wald chi2 
Prob > 
chi2 

110.57 

                                                       
(0.000)*** 

 
ETR: Cash Effective Tax Rate; CSR:  corporate 
social responsibility score; BGR: board gender 
diversity:  the percentage of female directors serving 
on a company’s board; SIZE: is calculated as a 
natural logarithm of total assets; LEV: is calculated as 
the ratio of total debt to total assets*, **, *** denote 
significant differences from zero at 0.10, 0.05 and 
0.01 levels, respectively. The results reported in 
Table 5 document the relations among tax avoidance, 
CSR, and Board gender diversity. The statistically 
significant coefficient estimate on ETR indicates that 
CSR is negatively associated with cash ETRs in firms 
with high board diversity. In firms with high board 
diversity, the effect of CSR isstrengthened yet still 
significantly negative in a test of the sum of the 
coefficient estimates on ETR and CSR*BGD (sum of 
coefficient estimates = -0.006; p-value = 0.026). 
There are several possible explanations for this 
result.Female on boards are less tolerant of unethical 
opportunistic behavior and more active and better 
monitors than their male counterparts; they can 
enhance boards’ total monitoring abilities and 
effectiveness (Luo et al., 2017). Wahid (2018) 
suggests that boards with female directors have fewer 
financial reporting mistakes and engage in less fraud. 
Indeed, these ethical practices make women more 
sensitive to CSR and environmental issues (Nielsen 
and Huse 2010).Taken together, these results suggest 
that there is an association between corporate social 
responsibility, tax avoidance and board gender 
diversity. These results show that CSR is negatively 
associated with tax avoidance, and board gender 
diversity moderates this relationship. 
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Table 6: The effect of BGD on the relation between CSR and 
ETR 

 
 
ETR: Cash Effective Tax Rate; CSR:  corporate 
social responsibility score; BGR: board gender 
diversity:  the percentage of female directors serving 
on a company’s board; SIZE: is calculated as a 
natural logarithm of total assets; LEV: is calculated as 
the ratio of total debt to total assets*, **, *** denote 
significant differences from zero at 0.10, 0.05 and 
0.01 levels, respectively. 
 
CONCLUSION 
 
The present paper addresses, through an empirical 
approach, the effect of board gender diversity on the 
relation between CSR and tax avoidance, by 
examining whether and how female directors affect 
the relation between CSR and tax avoidance. It offers 
scientific arguments on boards ‘feminization, not 
only in the name of female-male equality and 
organizational justice, but also on the light of global 
performance. Transparency, approximated by CSR 
disclosure, is strongly and positively correlated with 
the feminization of boards, so this positive 
relationship improves the negative effect of CSR on 
tax avoidance. According to our empirical evidences, 
when the percentage of women is too high in the 
board, they act as active members, influencing the 
system of rules, procedures and practices. The 
company tends to develop higher CSR disclosure and 
lower tax avoidance value, corroborating the positive 
effect of boards ‘feminization on transparency 
information. Thus, the paper demonstrates that the 
correlation between tax avoidance and CSR is 
moderated and mitigated by board gender diversity. 
This paper tackled a quite innovative topic: the 
relationship between board gender diversity, CSR and 
tax avoidance, insufficiently investigated in board 
gender diversity literature. It offers strategic and 
managerial arguments in favor of significant 
feminization of boards moderates the relation 
between tax avoidance and CSR.   Finally, important 
limitations need to be considered is the few controls 
variables on the empirical models. This research has 
thrown up many questions in need of further 

investigation like studying this relationship by 
comparison between common law and civil law 
system. 
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