ORIGINAL RESEARCH
published: 22 July 2022
doi: 10.3389/fenvs.2022.964410

Tax Avoidance Culture and
Employees’ Behavior Affect
Sustainable Business Performance:
The Moderating Role of Corporate
Social Responsibility
Yan Li 1, Khalid Al-Sulaiti 2, Wang Dongling 3*, Jaffar Abbas 4* and Ibrahim Al-Sulaiti 5

Edited by:
Usama Awan,
Lappeenranta University of
Technology, Finland
Reviewed by:
Joanna Rosak-Szyrocka,
Częstochowa University of
Technology, Poland
Mustansar Hayat,
Shaheed Zulﬁqar Ali Bhutto Institute of
Science and Technology, Pakistan
*Correspondence:
Wang Dongling
wlc060608@163.com,
Jaffar Abbas
dr.j.abbas@outlook.com
Specialty section:
This article was submitted to
Environmental Economics and
Management,
a section of the journal
Frontiers in Environmental Science
Received: 08 June 2022
Accepted: 21 June 2022
Published: 22 July 2022
Citation:
Li Y, Al-Sulaiti K, Dongling W, Abbas J
and Al-Sulaiti I (2022) Tax Avoidance
Culture and Employees’ Behavior
Affect Sustainable Business
Performance: The Moderating Role of
Corporate Social Responsibility.
Front. Environ. Sci. 10:964410.
doi: 10.3389/fenvs.2022.964410

1
School of Economics and Management, Lanzhou University of Technology, Lanzhou, China, 2Al Rayyan International University
College in partnership with University of Derby UK- Doha, Qatar, University of Derby, Derby, United Kingdom, 3Business School,
Shandong Jianzhu University, Jinan, China, 4School of Media and Communication, Shanghai Jiao Tong University, Shanghai,
China & Antai College of Economics and Management, Shanghai Jiao Tong University, Shanghai, China, 5Newcastle Business
School, Northumbria University, Newcastle upon Tyne, United Kingdom

Employees’ behavior and corporate social responsibility (CSR) can affect ﬁrms’ proﬁtability
and increase the corporate economic burden. This current research endeavors to explore
how business ﬁrms navigate employees’ technology-driven behavior and CSR sustainable
practices for tax avoidance to affect ﬁrms’ performance. This study examines how CSR
sustainable practices moderate the relationship between employees’ behavior and tax
avoidance to achieve sustainable business performance. The study incorporated the
Maximum Likelihood Estimator (MLE) for the purpose of data analysis using the structural
equation modeling (SEM) technique that is suitable for this sample size. The study’s target
population is employees of small and medium enterprises located in Pakistan. The study
has drawn a sample of employees and applied a convenience sampling technique. The
ﬁndings show that tax avoidance, employee behavior, and corporate social responsibility
positively affect business ﬁrms’ performance. The results further indicate that sustainable
CSR practices signiﬁcantly moderate tax avoidance’s effect on business ﬁrms’
performance. However, there is no condition to identify the relationship between
employee behavior and ﬁrm performance. In theory, this research contributes to the
corporate strategy literature by answering how corporate social responsibility sustainable
practices mediate the relationship between tax avoidance, employees’ behavior, and
sustainable business performance. It shows that socially responsible organizations will
engage less in tax avoidance behaviors. The results exhibit that the study provides a
systematic, holistic framework to attain sustainable ﬁrms’ performance. The ﬁndings’
generalizability offers future direction with helpful insights for business managers and
policymakers.
Keywords: corporate social responsibility, tax avoidance, ﬁrm performance, proﬁtability corporate social
responsibility, employee behavior
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INTRODUCTION

Organizations are under increasing pressure to manage and
assess their social responsibilities properly. Consequently,
organizations are more inclined to devote resources and time
to the sustainable practice of CSR to ensure mutual expectations
and the interests of stakeholders. The main stakeholders of
sustainable practices of CSR are government agencies, civil
society, and customers who facilitate business relationship
management. An intense display of sustainable practices of
CSR activities has a signiﬁcant impact on overall
organizational performance and corporate image. However,
disagreements remain about taking up such socially
responsible actions. It is due to the high cost of implementing
CSR sustainable practices, which contradicts the organization’s
primary goal of maximizing proﬁts (Ikram Sroufe, Mohsin,
Solangi, Shah and Shahzad, 2020).
Past literature has not shown greater level of research
exploring the relationship between tax avoidance and ﬁrm
performance in developing countries (Khuong et al., 2020).
Various research ﬁelds of the studies have chosen their tax
avoidance methods, such as ﬁnance, economics, and
accounting (Hanlon and Heitzman, 2010). There is a lack of
discrete and multidisciplinary frameworks addressing tax
avoidance’s impact on sustainable business performance from
an HR perspective. Past research studies have examined the
relationship between sustainable corporate social responsibility
practices, organizational growth, and tax avoidance on ﬁnancial
performance (Mao and Wu, 2019). Some studies have
emphasized exploring the inﬂuence of tax avoidance and
sustainable practices of CSR on ﬁrm performance (Hasseldine
and Morris, 2013). Past literature has not shown any
comprehensive studies examining the impact of tax avoidance
and employee behavior on sustainable ﬁrm performance. In
addition, there is room for assessing CSR sustainable practices
to enrich quantitative research by examining the moderating role
of CSR. Accordingly, this research study expands on the sparse
literature on organizational behavior by examining the inclusive
impact of corporate social responsibility on sustainable corporate
performance, taking into account tax avoidance and employee
behavior in organizations. This novel research framework
contributes to the growing literature on sustainable ﬁrm
performance in the Pakistani context. An organization’s
employee behavior and sustainable corporate social
responsibility practices are vital for controlling environmental
challenges to safeguard ﬁrms’ social responsibility for a green
environment.

Corporate tax is a signiﬁcant contributor to the economic growth
in technology-enabled circular economy practices. It is considered
a vital feature of corporate social responsibility; however, some
business ﬁrms keep their tax payments to retain extra proﬁt
margins (Khuong et al., 2020). Business ﬁrms indulge in tax
avoidance to enhance shareholders’ wealth, a substantially
workable corporate strategy for the sustainable production of
goods (Armstrong, Blouin, Jagolinzer & Larcker, 2015). Tax
avoidance has a signiﬁcant impact on corporate ﬁrm
performance and society as a whole. Thus, it is essential to
explore the effects in-depth and see how a technology-enabled
circular economy documents sustainable practices of CSR to attain
healthier business performance. Conventionally, tax avoidance is
an organizational tactic that transfers government wealth to
organizations, contributing to the overall ﬁrm performance
through ﬁnancial stability (Khuong et al., 2020). Henceforth,
subjective evidence indicates that tax avoidance has an
unavoidable effect on sustainable ﬁrm performance, particularly
from the perspective of wealth. In contrast, tax avoidance has
certain costs associated. These costs include damage to reputation,
cost of implementation, and legal action if authorities identify these
practices (Hardeck and Hertl, 2014). Organizations should
therefore decide whether to indulge in tax avoidance based on
the associated costs and beneﬁts.
Scholars see business ﬁrms’ performance as a broader
perspective, covering the overall achievement of organizations
that is often reﬂected in organizational, environmental, and social
activities. At a narrower level, corporate performance results from
the functions and operations performed by an organization
through adequate human resources, relationships with
stakeholders, and sustainable practices of corporate social
responsibility (CSR) activities. Organizational performance is
primarily studied from a ﬁnancial perspective. However, other
determinants can affect non-ﬁnancial performance, such as
e-marketing strategy, word of mouth (WoM), goal
achievement, customer retention, reduced employee turnover
(Spillan and Parnell, 2006). Consequently, it is essential to
stretch the boundaries of sustainable business performance
through sustainable practices of organizations’ social
performance, tax strategy, and social responsibility.
Employees are a crucial strength in an organization, and their
behavior is critical in shaping the work environment across the
organization. Organizations that experience employees’ positive
emotions at work, such ﬁrms show sustainable and enhanced
business performance (Goswami et al., 2016; Burić and Macuka,
2018). Organizations need to ensure that employees have a good
relationship with leadership at the operational level. It helps the
organization achieve positive and beneﬁcial staff behavior for
attaining sustainable ﬁnancial performance. Xi, Zhao, and Xu
(2017) argue that a well-structured organization makes the work
environment more comfortable and helps gain enhanced business
performance (Xi et al., 2016). High-performing organizations
have shown that employee behavior is an essential determinant of
their success, and sustainable and balanced HR policies maintain
a positive attitude of the employees.
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LITERATURE REVIEW
Tax Avoidance and Firm Performance
Scholars have debated the core issue of tax avoidance, which
determines the legal use of the public tax system for a ﬁrm’s or
one’s beneﬁt to reduce the payable tax amount through means
within the law (Maydew et al., 2008). A tax shelter is one tax
avoidance form, while a tax haven is a jurisdiction that promotes
tax cuts. Therefore, tax avoidance refers to a condition of tax
noncompliance or violation, as it describes a range of practices
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that are detrimental to the national tax system (Tang et al., 2022).
A past study describes that tax avoidance is the practice of
reducing business ﬁrms’ tax liabilities (Chen, Hu, Wang and
TAng, 2014). Constant growth in a ﬁrm’s capital, the scale of
corporate tax avoidance, and its impact on ﬁrm-level and overall
economic developments produce a robust case for studying the
relationship between corporate social responsibility, employee
behavior, corporate tax avoidance, and ﬁrm performance. A
recent study conducted by Dyreng et al. (2017) shows that
corporate tax avoidance has risen signiﬁcantly over the
3 decades (Dyreng et al., 2017). The annual cost of tax
avoidance in the U.S. is around $200 billion. Nearly 73% of
Fortune 500 companies have different types of subsidiaries in the
countries that are tax havens states (Chen et al., 2022). Academic
researchers have examined many ﬁrm-level features to
understand cross-sectional discrepancies in corporate tax
avoidance (Hasan et al., 2021).
It is a continuum of corporate tax strategies. It shows legal
practices that differs from tax avoidance practice. However,
managers also believe in having exploited complex and
ambiguous tax avoidance strategies that negatively inﬂuence
cash ﬂow in some organizations. Similarly, agency theory
presents this situation as the cash ﬂow generated by tax
avoidance may indicate the occurrence of consumption on
behalf of the organization (Donaldson & Davis, 2016). It will
lead to reduced cash inﬂows.in the future, thereby reducing
company performance. In addition to reputational damage, tax
avoidance can lead to decreased cash ﬂow and increased cost of
organizational capital (Mao & Wu, 2019). Nonetheless, whether
tax avoidance positively or negatively affects ﬁrm performance
remains an empirical question, as there are mixed ﬁndings in the
literature (Khuong et al., 2020). Free cash ﬂow results from tax
avoidance, both in the short and long term, and as a result, it
affects business performance. These emerging dominant effects
are related to certain factors, including the operating sustainable
business environment, institutional settings, and the social status
of the organization. Therefore, it will be interesting to understand
the effect of tax avoidance on ﬁrm performance from a human
resources perspective. Based on the literature review, the study
puts forward the following hypothesized assumptions:
H1: There is a signiﬁcant relationship between tax avoidance
and ﬁrm performance.

productive behavior is helpful. Employees’ innovative work
behavior is one of the perfect ways to encourage business
innovation. When introducing technological innovations into
the workplace, it is critical to study the factors that inﬂuence
employee innovative work behavior that brings mental peace,
affectiveness, and analytical energy to their role (Belanche et al.,
2019). However, some studies have indicated that employee
perceptions about technological innovations and AI systems
vary. Ultimately, companies strive to adapt their strategic
decision-making processes to reﬂect changes in AI systems
and technological advancement successfully (Dwivedi et al.,
2019).
An organization’s employees are a key component that plays
an vital role in organizational business performance (Schneider,
Yost, Kropp, Kind and Lam, 2018). Employee behavior
determines how staff performing responsibilities in an
organization respond to speciﬁc relevant and distinct
situations (Bhattacharya, Gibson and Harold, 2005).
Nevertheless, leadership functions and a ﬁrm’s employee
behavior are crucial for sustainable ﬁnancial performance.
Employee behavior is essential for helping and motivating
each other and promoting a positive attitude. The growing
literature on ﬁrm performance discusses the role of top
management behavior in an indirect but positive relationship
to ﬁnancial performance in well-structured business
organizations (Xi, et al., 2017). In addition, past research
identiﬁes that high-performance work system that value
employees even at the operational level tend to impact
business performance by shaping employee behavior.
Technology-enabled trained employees are helpful for better
ﬁrm performance (Schmidt, Pohler and Willness, 2018). Lin,
Zhao, and Li (2014) argue that there is a need for further
investigations to explore the mechanisms and conditions that
identify the relationship between employees’ technology-driven
behavior and sustainable ﬁrm performance. Consequently, it is
worth and valuable steps to examine the behavior of employees at
the operational level. Study examines how behaviors inﬂuences
the organizational system to attain sustainable ﬁnancial
performance (Lin et al., 2014). With the support of the
literature on technology-enabled trained employees, this study
formulated the hypotheses on the relationship between employee
behavior and sustainable ﬁrm performance, as given below.
H2: There is a signiﬁcant relationship between technologyenabled trained employee behavior and sustainable ﬁrm
performance.

Employee Behavior and Firm Performance
Artiﬁcial Intelligence systems and technology-enabled employees
are productive for organizations. Trained employees perceive and
respond to complicated and dynamic industry turbulent
environments (Kaplan and Haenlein, 2019). Over the past
2 decades, technological innovations have rapidly transformed
business ﬁrms to expand the scope of their inventions. It was
historically a human task. Business Organizational recruit hightech employees for technological innovations that help achieve
business success, organizational competitive advantage, and longterm survival. Hence, it requires the implementation of new ideas
generated by high-tech employees (Lin et al., 2020). Afsar, Badir,
and Khan (2015) suggest that motivating ﬁrms’ employees keep
them innovative, and high-tech employees’ are creative, and their
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Sustainable Practices of Corporate Social
Responsibility and Firm Performance
Sustainable practices of CSR activities encourage organization
contribution to environmental protection, which is a crucial
driver of sustainable economic development (He et al., 2021;
Yu et al., 2022). The social responsibility of the business ﬁrms is a
driver factor of environmental-driven innovation (Abbas et al.,
2019a; Abbas et al., 2020; Azizi et al., 2021). Fussler and James
(1996) introduced ecological innovation (Fussler and James
1996). CSR practices motivate organizations to launch green
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Moderating Role of CSR on Sustainable
Firm Performance

innovations that signiﬁcantly lower the negative effect on the
environment in the production process of business ﬁrms
worldwide (Abbas et al., 2019b; Hussain et al., 2019).
Corporate social responsibility (CSR) emphasizes ﬁrms
safeguard the environment while pursuing ﬁnancial proﬁts
(Abbas et al., 2019c; Hao and He 2022). The sustainable
practices of CSR implementation require enterprises to
consider stakeholders’ interests, including consumers, society,
and the environment, while performing their production
operations (Golinska-Dawson and Spychała 2018; Awan et al.,
2019; Yang et al., 2019; Ikram et al., 2021). In recent times,
business ﬁrms have faced increasing internal and external
coercion to enhance non-ﬁnancial performance and different
dimensions, such as environmental protection challenges,
social welfare, employee interest, and acceptable employment
practices (Awan et al., 2020; Bhutto et al., 2021; Cheng et al., 2021;
Rashid Khan et al., 2021). Scholars have debated sustainability
issues converged by various stakeholders, policymakers, and
investors (Begum et al., 2021a; Begum et al., 2021b; Ikram
et al., 2021; Awan and Sroufe 2022). Sustainability
performance is a vital component of achieving more
comprehensive sustainability and climate protection objectives.
Research studies have examined the impact of CSR performance
on ﬁrms’ short-term ﬁrm performance and shareholders’ welfare
(Lins et al., 2017; Krueger et al., 2021; Ioannou and Serafeim,
2012; Chen et al., 2018). At the same time, the actual sustainable
practices of CSR activities on social welfare, employee behavior,
and long-term business performance remain unexplored.
The growing literature lacks systematic evidence estimating
the sustainable practices of CSR organizations to produce
innovations for solving environmental problems. Business
ﬁrms engaged in sustainable practices of CSR activities
effectively manage relationships with their stakeholders,
responsible for creating, developing, and maintaining
relationships with productive resources (Baumgartner, 2014;
Shen and Benson, 2016; Trivellas et al., 2019). From a
stakeholder’s perspective, CSR practices tend to enhance their
connection to the company’s operations (Babiak and Kihl, 2018).
According to Yang, Paulo and Ahsan (2019), companies gain
ﬁnancial stability through proﬁtability when customers and other
stakeholders admire their social responsibility activities. It shows
that adequate investment in sustainable CSR practices is critical
for clients (Yang et al., 2019). CSR practices help improve
employee morale which leads to inﬂuencing overall business
performance. Besides, business performance determines not
only the effectiveness of its employees but also the functioning
and results of its operations, leadership, and CSR activities (Ikram
et al., 2020; Saha et al., 2020). Therefore, organizations that
effectively conduct CSR activities and link strategic resource
allocation and stakeholder preferences tend to achieve higher
business performance (Jang, Ko, Chung and Woo, 2019).
Accordingly, based on the above debate, the study formulates
assumptions about CSR and corporate business performance, as
follows.
H3: There is a signiﬁcant association between sustainable
practices of CSR activities and ﬁrm performance.

Frontiers in Environmental Science | www.frontiersin.org

Over the past decades, various studies have extensively examined
the concept of sustainable practices related to CSR activities,
covering various aspects. These investigations include as CSR
components, ﬁrms’ CSR performance, CSR regulations and their
impact on consumers, corporate governance, and even tax
avoidance (Aras and Crowther, 2008; Baumgartner, 2014;
Blanco-Gonzalez et al., 2020; del-Castillo-Feito et al., 2022;
Hardeck and Hertl, 2014; Martínez et al., 2020; Tsourvakas
and Yfantidou, 2018). Mao and Wu (2019) debate that
organizations can maintain their competitive advantage by
investing in sustainable practices of CSR activities (Mao &
Wu, 2019). Different organizational factors, primarily strategic
risk management and corporate culture, signiﬁcantly impact how
corporate social responsibility practices affect corporate tax
avoidance and ﬁrm performance. Empirical surveys on
sustainable practices of CSR from different perspectives show
that responsible CSR activities indicated a negative impact on
corporate tax avoidance. However, such evidence comes from
developed countries (Ikram et al., 2020). Past studies explored
sustainable practices of CSR on ﬁrms’ performance and further
examined the relationship by adhering to different scenarios
(Zulﬁqar, Rabeea, József, Jolita and Domicián 2019; Ahmed,
Zehou, Raza, Qureshi, Yousuﬁ, 2020).
Therefore, this research is necessary to seek empirical evidence
from developing countries, such as Pakistan, taking tax avoidance
and corporate business performance into account. Past studies
investigated CSR’s moderating role in tax avoidance and business
performance. However, this study measured the opposite
relationship. In contrast to previous studies, which only
examined the direct effect of CSR on other variables, this
study examined whether moderating effects also occurred.
This research proposes that tax avoidance directly affects
ﬁrms’ ﬁnancial performance, and corporate social
responsibility moderates the relation between tax avoidance,
employee behavior, and sustainable business performance.
This research study addresses this newly identiﬁed literature
gap. The recent literature indicates a potential gap in
measuring the relationship between tax avoidance, employee
behavior, and ﬁrm performance through the moderating role
of sustainable practices of CSR to attain sustainable ﬁrm
performance. Thus, keeping in view the above discussion, this
study proposes the following hypotheses:
H4: Sustainable practices of CSR moderate the relationship
between tax avoidance and sustainable business ﬁrm
performance.
H5: Sustainable practice of CSR moderates the relationship
between employee behavior and ﬁrm’s sustainable performance.

Research Framework
The current research study has extensively reviewed the fresh
literature and examined the relationship between tax avoidance,
employee behavior, and sustainable ﬁrm performance. This
research survey examines how sustainable practices of
corporate social responsibility moderates the relationship
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FIGURE 1 | The proposed study framework indicates selected variables: Tax avoidance, employee behavior, sustainable practices of CSR activities.

between tax avoidance, employee behavior, and sustainable ﬁrm
performance. This research model contains four chosen variables
to describe the proposed framework. This study determined tax
avoidance and employee behavior as independent variables (IVs)
and sustainable ﬁrm performance as a dependent variable (DV).
Concurrently, sustainable practices of CSR are the moderating
variable. This research framework aims to address the potential
literature gaps. This study model appraises the inﬂuence of
employee behavior, tax avoidance, and sustainable ﬁrm
performance through the moderating role of CSR practices.
The below framework shows a pictorial description indicating
the theoretical grounds built in this study. Figure 1 below
exempliﬁes a proposed framework.

above the threshold level of 10–15 responses per item as per
guidelines of (Hair et al., 2015; Kline. 2015). Similarly, Barclay
et al. (1995) recommend that the sample size of the study under
investigation should be at least ten times higher than the highest
number of items taken in the research model’s constructs. The
target population of the study is employees of small and medium
enterprises (SMEs) located in Pakistan. The sampling technique
used for sample selection is convenience sampling that aligns with
the literature (Wang et al., 2021; Zhou et al., 2021; Fu and Abbas
2022; Mamirkulova et al., 2022; Rahmat et al., 2022; Yao et al.,
2022). The convenience sampling helps save time and helps
making data availability (Etikan et al., 2015). This survey has
drawn a sample of respondents to measure the inﬂuence of tax
avoidance, employee behavior, and sustainable practices of CSR
activities on sustainable business performance (Mubeen et al.,
2020; Hussain et al., 2021; Khazaie et al., 2021; Mubeen et al.,
2021). under the category of a developing country like Pakistan
(Ikram et al., 2020). The study distributed 507 questionnaires and
received 356 valid forms with a response rate of 70.21%. The
selected sample size of 356 respondents is adequate as described
in the literature (Wolf et al., 2013). This research survey has
(Geng et al. 2022, Halbusi et al. 2022, Li et al. 2022) adapted
questionnaires from the literature to measure the concept of the
proposed study model (Shoib et al., 2021; Zeidabadi et al., 2022).

THEORETICAL FRAMEWORK
Materials and Methods
This section describes materials and methods to explain the entire
process of methods applied to draw the desired results.

Research Design
This study employed a quantitative research design to measure
the formulated hypotheses, as shown in the proposed model,
which aligns with past literature (Ge et al., 2022; Liu et al., 2022;
Mubeen et al., 2022; Zhang et al., 2022). This statistical technique
follows a deductive research approach to the investigation of the
model as broader concepts that are incorporated into the
hypotheses (Li et al., 2021; Paulson et al., 2021; Aqeel et al.,
2022; Farzadfar et al., 2022; Yu et al., 2022). This research design
helps in reducing the statistical biases in the study (Nakagawa and
Cuthill, 2007). This present study employed the Maximum
Likelihood Estimator (MLE) for data analysis using the
structural equation modeling (SEM) approach suitable to this
sample size (Abbas et al., 2019a; Aman et al., 2022; Liu et al.,
2022). The MLE techniques simultaneously assess all parameter
estimates (Chumney, 2012). Besides, the constructs with 33
questions (356 > 24*10 = 240) are considered adequate and
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Measures of Research Instruments
The questionnaire of tax avoidance contains a four-item scale.
This study has measured these items based on the past research
study (Fuadah et al., 2022). The present research framework
employed the received datasets and evaluated the value of
Cronbach alpha. Accordingly, the analysis produced a decent
result (α = 0.872) (Asad et al., 2017; Taber, 2017). The result
shows good reliability. Past research by Ağan et al. (2016)
introduced the scale of corporate social responsibility. This
research study has measured the inﬂuence of CSR on ﬁrm
performance with seven items adapted from the literature
(Ağan et al., 2016). This study utilized the received valid data
and measured the Cronbach alphas value, indicating a

5

July 2022 | Volume 10 | Article 964410

Li et al.

Tax Avoidance and Business Performance

satisfactory result (α = 0.701), indicating adequate reliability.
Investigators have adapted ﬁve-item scale from a past study
conducted by Cherian et al. (2021) to evaluate employee
behavior’s impact on sustainable ﬁrm performance (Cherian
et al., 2021). This research paper the Maximum Likelihood
Estimator (MLE) for data analysis using the structural
equation modeling (SEM) approach on the available datasets
to assess the value of Cronbach alpha. Consequently, the analysis
revealed a satisfactory outcome (α = 0.873). The study ﬁnding
indicates an adequate reliability. Similarly, the study has adapted
eight items from the study of Spillan and Parnell (2006) to
evaluate the sustainable performance of business ﬁrms (Spillan
and Parnell, 2006). Finally, this research study employed the MLE
method and analyzed the received data to evaluate the outcome of
Cronbach alpha. The analysis produced a decent result (α =
0.865). The result shows good reliability.

TABLE 1 | Demographic analysis of the respondents.
Demographic analysis

Designing a Questionnaire

Gender of respondents

No. of respondents

Percentage (%)

Male
Female
Total
Age of Respondents
20–24
25–29
30–34
35–40
>41
Total
Educational Background
Intermediate
Bachelor
Masters
M.Phil.
Total

256
100
350

71.91
28.09
100.00

39
98
89
92
38
356

10.95
27.52
25.01
25.84
10.68
100.00

59
116
110
71
356

16.57
32.58
30.90
19.95
100.00

Income levels
Less than Rs. 20,000
21,000 to Rs. 40,000
41,000 to Rs. 60,000
61,000 to Rs. 80,000
81,000 to Rs. 100,000
More than Rs. 100,000
Total

104
84
66
32
23
47
356

29.21
23.61
18.53
8.99
6.46
13.20
100.00

This study adapted the chosen scales and distributed
questionnaire items of the selected variables to the recruited
participants by using a self-structured survey for the targeted
population to collect the desired data. The study employed a
convenience sampling approach (Franke and Sarstedt, 2019;
RodrÍguez-Casallas et al., 2020; Su et al., 2021). The
researchers informed, educated, and trained the participants
about the purpose of the research survey and guaranteed them
that all the information would be strictly conﬁdential and study
would use it for research purposes. The self-administered scales
also recorded participants’ (SMEs employees) general proﬁle
data, including employees’ gender, education, age, profession,
and inhabited locations. The investigators invited participants
from various regions. The study used designed questionnaires
using a ﬁve-point Likert scale, with responses ranging from
“strongly agree = 5” to “strongly disagree = 1”. The
investigators approached targeted participants and recruited
them to participate in the survey with their consent with their
agreed appointments. The study distributed 422 forms to
potential respondents and collected data using selfadministered selected questionnaires. The researchers
introduced themselves to the participants and explained study
protocols to ﬁll out the forms appropriately. Investigators
explained to participants that the questions on the scales are
equally important. It helps eliminate social expectation bias in
research (Larson, 2019). Respondents returned a total of 356 ﬁlled
forms to the researcher. After screening, the study excluded 33
incomplete forms and used 356 duly ﬁlled forms for data analysis.
The research unit analysis refers to the respondents (employees)
from small and medium enterprises operating business
operations in Pakistan.

modeling (SEM) technique. The central applications of this
method helps draw study result to test the proposed
hypotheses (Hall et al., 2008). The SEM methods simplify and
assist the analysis of linear relationships between latent constructs
and explicit model variables. This research employed the MLE
approach for screening and analyzing the datasets because this
technique facilitates the empirical evaluation of the formulated
framework. See Table 1 below.
Table 1 shows the demographic analysis of the study
participants. Analysis indicates that male participants
(256) are the major proportion of the sample (71.91%),
and female employees are 100 (28.09%). The mainstream
participants hold bachelor’s (116/356 = 32.58%), and
master’s degree holders (110/356 = 30.90%) respectively.
The majority of the recruited employees are between the
age bracket of 25–29 (27.52%), 30–34 (25.01%), and 35–40
(25.84%). However, 48 respondents (10.68%) were over
41 years old, and 39 employees were between 20 and
24 years old, showing the lowest participation. Regarding
the income levels, 104 employees (29.21%) salary was
below Rs. 20,000 and 47 workers (13.20%) salary was over
Rs. 100,000, respectively.

Data Analysis and Results

Statistically Analysis

Investigators and academics of management, business and social
sciences typically use various research tool, like SPSS, STAT, and
the smart-PLS-SEM for theory development required in
investigative research (Fursova 2016). This present model
applied the Maximum Likelihood Estimator (MLE) for the
purpose of data analysis through the structural equation

This study employed the SPSS software version-25 and AMOS
version-24 to evaluate the proposed model. The study used a twostep modeling technique based on the measurement model’s
estimation and the structural model’s assessment to draw the
results (Barclay et al., 1995). Internal consistency, convergent
validity, and discriminant validity are components of the
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TABLE 2 | Factor Loading, composite reliability, average variance extracted, and Cronbach’s Alpha.
Item

FP1
FP2
FP3
CSR1
CSR2
CSR3
CSR4
CSR5
CSR6
CSR7
EB1
EB2
EB3
EB4
EB5
TA1
TA2
TA3
TA4

Variable

<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<--<---

FP

CSR

EB

TA

Factor
loading

Composite
reliability

AVE

Cronbach’s alpha
(α)

0.713
0.912
0.881
0.818
0.863
0.852
0.809
0.841
0.808
0.816
0.701
0.686
0.790
0.773
0.665
0.599
0.918
0.611
0.936

0.906

0.561

0.865

0.940

0.690

0.701

0.831

0.552

0.873

0.859

0.613

0.872

TABLE 3 | Model ﬁt indices.
Sr. #

1
2
3
4
5
6
7
8

Indices

Level
of acceptable ﬁt

Source

Calculated ﬁt indices

CMIN/DF
Goodness of Fit Index (GFI)
Adjusted Goodness Fit Index (AGFI)
Comparative Fit Index (CFI)
Normed Fit Index (NFI)
Ticker-Lewis Index (TLI)
Incremental Fit Index (IFI)
Root Mean Square Error of Approximation (RMSEA)

χ2/df ≤ 5
.90 ≤ GFI ≤ 1
.90 ≤ AGFI≤ 1
.90 ≤ CFI ≤ 1
.90 ≤ NFI ≤ 1
.90 ≤ TLI ≤ 1
.90 ≤ TLI ≤ 1
0 ≤ RMSEA ≤ 0.08

(L. T. Hu and Bentler, 1999)
(L. T. Hu and Bentler, 1999)
(Hooper et al., 2008)
(Kline, 2015)
(Tabachnick and Fidell, 1996)
(Kline, 2015)
(Kline, 2015)
(L. T. Hu and Bentler, 1999)

3.28
0.910
0.908
0.915
0.911
0.916
0.936
0.048

measurement model (Hair et al., 2014; Hair et al., 2020; Mehta
et al., 2020). We evaluated the structural model by examining the
relationship between exogenous and endogenous dependent
variables (Hair et al., 2017).

TABLE 4 | Fornell-Larcker criterion.
Items
FP
CSR
EB
TA

Measurement Analysis
The measurement model helps evaluate the relationship between
items and construct (Sarstedt et al., 2017). The study used the
maximum likelihood approach to analyze CFA. In the next step,
the study established the validity of all analyzed constructs and
determined Cronbach’s alpha for each metric to demonstrate
internal reliability (Jordan and Spiess, 2019; Lebni et al., 2020).
Investigators use Cronbach’s Alpha as a tool to evaluate
instrument dependability (Hair et al., 2020). In the ﬁrst step,
the Cronbach’s Alpha for each construct should range from 0.701
to 0.873, higher than the required threshold level of .070 (Hair
et al., 2016). Secondly, the Convergent validity consists of three
components: composite reliability (CR), average variance extract
(AVE), and factor loading. The values for standardized factor
loading vary from 0.611 to 0.936, which is higher than the
suggested cut-off level of 0.50, according to Hair’s
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FP

CSR

EB

TA

0.748
0.469***
0.241***
0.316***

0.830
0.559***
0.449***

0.742
0.412***

0.782

*** Shows p < 0.001.

recommendation (Hair et al., 2014). The composite reliability
value varies from 0.831 to 0.940, and the AVE value ranges from
0.552 to 0.690. These cut-off values satisfy the threshold level,
supporting the convergent validity described by Hair in the
literature (Hair et al., 2020; Mehta et al., 2020). See Table 2
that shows the analysis.
Table 2 shows factor loadings, composite reliability (CR),
average variance extracted AVE), and Cronbach’s Alpha values
of the study variables. All the items have shown satisfactory values
drawn by the analysis results. Table 3 shows model ﬁt
indices below.
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TABLE 5 | Structural analysis.
Path

β- Value

C.R.

p-value

Results

TA ➝ FP
EB ➝ FP
CSR ➝ FP
CSR ➝TA ➝ FP
CSR ➝EB ➝ FP

0.269
0.296
0.144
0.310
0.352

4.444
5.966
8.031
7.276
8.673

***
***
***
***
***

Supported
Supported
Supported
Supported
Supported

Hypothesis
H1
H2
H3
H4
H5

*** Shows p < 0.001.

The study performed the analysis of “Goodness of Fit” and
evaluated it by calculating numerous indicators, including χ2
value to the degree of freedom ratio (χ2/df), Goodness of Fit
Index (GFI), Adjusted Goodness Fit Index (AGFI), TickerLewis Index (TLI), Normed Fit Index (NFI), Comparative Fit
Index (CFI), and Root Mean Square Error of Approximation
(RMSEA). Table 3 indicates model ﬁt indices (MFI). All
values are in an acceptable range and ﬁt the data well, as
presented in Table 3 above. The outcome values are
satisfactory.
Table 4 shows the results of the Fornell and Larcker (1981)
analysis. According to this criterion, Table 4 shows crossloadings, and the results show that the study outcome
established the constructs’ discriminant validity. The Fornell
and Larcker (1981) criterion commonly helps investigators
evaluate the degree of disseminated variance between the
selected model’s latent variables. Based on this criterion,
Composite Reliability (CR) and Average Variance Extracted
(AVE) are helpful in measuring the convergent validity of the
study’s measurement model. Table 4 has shown satisfactory
results. Besides, Table 2 above demonstrates the discriminant
validity of the employed constructs. The square root of AVE for
each dimension is greater than the values in the lower-left triangle
shown as off-diagonal, establishing discriminant validity (Hair
et al., 2014). Hence, the results presented the adequacy of
reliability, convergent validity, and discriminant validity. See
Table 5 for Structural Analysis.
Table 5 displays the study results of the paths analyses to test
the formulated hypotheses. Results for the ﬁrst hypothesis of the
study indicate that tax avoidance has a signiﬁcant positive impact
on the ﬁrm performance, as indicated in Table 5, TA➝ FP (β =
0.269, p < 0.001). The ﬁndings approve H1. Past studies that
measured the effect of tax avoidance on business ﬁrm
performance have reported mixed results.
Results of the second hypothesis proposed in this study
indicate that employee behavior has a signiﬁcant positive
impact on sustainable ﬁrm performance. The ﬁndings as
indicated in Table 5 have validated H2. These ﬁndings are
synchronous with the past studies that also advocate the view
that organically structured organizations that show positive
employee behaviors improve ﬁrm performance. The results
show that employee behavior positively inﬂuences sustainable
ﬁrm performance (β = 0.296, p < 0.001). The ﬁndings have
shown that employee behavior is the most inﬂuential predictor
of sustainable. Thus, results approved H2, as indicated in
Table 5.
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FIGURE 2 | Shows slope of the sustainable ﬁrm performance.

FIGURE 3 | It Shows slope of the sustainable ﬁrm performance.

The results of the third hypothesis proposed by this study
show that corporate social responsibility has a signiﬁcant positive
impact on sustainable corporate business performance, as
indicated in Table 3 CSR ➝ FP (β = 0.144, p < 0.001). The
ﬁndings approved H3. The study ﬁndings, considering the impact
of sustainable practices of CSR on sustainable ﬁrm performance
are in line and consistent with previous studies.
The study proposed H4 that sustainable practices of corporate
social responsibility moderates the relationship between tax
avoidance and sustainable ﬁrm performance. The results
indicated a moderating impact of sustainable practices of CSR
to achieve sustainable ﬁrm performance, which reveals that tax
avoidance has a positive effects healthier ﬁrm performance CSR
➝TA ➝ FP (β = 0.310, p < 0.001). Thus, the results validate H4.
This insightful outcome shows that business ﬁrms become more
involved in socially responsible activities and are less likely to
engage in tax avoidance. The results are consistent with research
that found that organizations with higher CSR-focused activities
tended to reduce their tax avoidance behavior.
Finally, the study proposed the last hypothesis that indicated a
moderating inﬂuence of sustainable practices of CSR on the
relationship between employee behavior and sustainable ﬁrm
performance. The results have validated H5 as indicated
CSR➝EB ➝ FP (β = 0.352, p < 0.001) in Table 5. Employee
behavior is a subjective, personal behavior that may affect a
sustainable ﬁrm, but many are not affected by external factors
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such as corporate social responsibility. These ﬁndings supported
the past research conducted in a similar context. See
Figure 1 below.
Figure 2 demonstrates the nature of the ﬁrst interaction. In the
ﬁrst interaction, higher CSR practices show the positive impact of
employee behavior on the sustainable performance of the
business enterprises. The graph shows that the lower CSR has
no contradictory effects. Figure 3 indicates the second
interaction. It explains that high tax avoidance leads to
investing in high CSR activities. This practice will improve the
sustainable ﬁrm performance of the enterprises. In addition, a
lower level of tax avoidance shows that investing in insufﬁcient
CSR activities will decrease sustainable business performance.

avoidance, the better the company’s performance. Existing
research shows that managers who engage in tax avoidance
activities generate a positive tax avoidance corporate value
relationship (Shams et al., 2022). In contrast, another study
shows that corporate tax avoidance implies that tax avoidance
is a value-adding activity (Armstrong et al., 2012). The ﬁndings
are consistent with many previous studies reporting that tax
avoidance reduces the cost of equity, implying that the additional
advantage of considerable tax savings from tax avoidance
improves ﬁrm performance (Shams et al., 2022).
Results for the second hypothesis proposed in the study
indicate that employee behavior has a signiﬁcant positive
impact on sustainable ﬁrm performance. Therefore, the
ﬁndings have validated H2. These ﬁndings are synchronous
with the past studies that also advocate the view that
organically structured organizations that show healthy
employee behaviors are found ahead in the ﬁrm performance
and outcomes (Lin et al., 2014; Xi et al., 2017). This ﬁnding shows
that employee behavior has a substantial impact on explaining
sustainable business performance. The study ﬁnding is consistent
with the earlier research studies that identiﬁed signiﬁcant effects
on employees’ overall perceptions of their company’s sustainable
performance (Kim et al., 2016; Wong et al., 2021).
The results of the third hypothesis of this study show that
corporate social responsibility has a signiﬁcant positive impact on
sustainable corporate business performance. The ﬁndings
approved H3. The study ﬁndings, considering the impact of
sustainable practices of CSR on sustainable ﬁrm performance
are in line and consistent with previous studies (Jang et al., 2019;
Abdelfattah & Aboud, 2020; Saha et al., 2020). Past studies have
reported that sustainable practices of CSR implementation have a
strong and direct impact on ﬁrm performance. However, these
ﬁndings contradict the ﬁndings of a previous study that identiﬁed
that CSR disclosure of business organizations led to lower overall
ﬁrm performance and proﬁtability (Mao and Wu, 2019).
The ﬁndings show that sustainable practices of corporate social
responsibility moderates the relationship between tax avoidance and
sustainable ﬁrm performance. The results indicated a negative
moderating impact of sustainable practices of CSR to achieve
sustainable ﬁrm performance, which reveals that tax avoidance
has a weak effect on sustainable ﬁrm performance. Thus, the
results validate H4. This insightful outcome shows that business
ﬁrms become more involved in socially responsible activities and are
less likely to engage in tax avoidance. The results are consistent with
research that found that organizations with higher CSR-focused
activities tended to reduce their tax avoidance behavior (Lanis and
Richardson, 2015). However, these ﬁndings contradict past research
that found CSR to have no moderating role in the relationship
between tax avoidance and ﬁrm performance (Mao & Wu, 2019).
Another study supports the ﬁndings of this study, arguing that
CSR increases business value by treating all stakeholders fairly
and defending their interests. Companies can reduce risks and
costs by building appropriate relationships with stakeholders.
There may be a competitive advantage. Therefore, a good
relationship with all stakeholders always positively inﬂuences
ﬁrm performance (Harjoto and Jo 2011). Overall, the results
of this study conﬁrm Hypothesis 2: CSR is positively related to

DISCUSSION
This research paper aims to address the identiﬁed gaps in the
context of tax avoidance and corporate employee behavior
through the moderating role of sustainable practices of CSR
activities. The present research study performs a systematic
analysis of sustainable practices of CSR implications, employee
behavior, and tax avoidance to evaluate business ﬁrms’ reliable,
sustainable performance. This research study combines insights
from new literature related to corporate governance, ﬁnance, and
CSR practices to discuss and advance the possible impact of
employee behavior and sustainable practices of CSR activities at
the ﬁrm level on sustainable ﬁnancial performance. This study
primarily emphasizes exploring how CSR practices moderate the
relationship between tax avoidance and employee behavior to
achieve sustainable business performance.
Table 3 displays the study results regarding the measurement
model. Results for the ﬁrst hypothesis of the study indicate that
tax avoidance has a signiﬁcant positive impact on the ﬁrm
performance. The ﬁndings approve H1. Past studies that
measured the effect of tax avoidance on business ﬁrm
performance have reported mixed results. Some studies have
indicated that tax avoidance causes a boost in the ﬁrm
performance by saving money and retaining proﬁts
(Armstrong et al., 2015; Jiang et al., 2022). However, some
studies have described that tax avoidance leads to ﬁnancial
and nonﬁnancial losses to business ﬁrms sustainable
performance (Chen et al., 2014). The results show that tax
avoidance positively affects sustainable ﬁrm performance,
which is inconsistent with previous studies (Khuong et al.,
2020; Hasan et al., 2021). This ﬁnding supports agency theory,
which states that shareholders do not always want management
to avoid taxes because of the associated costs. Still, companies
must declare to reduce information asymmetry with stakeholders,
especially shareholders (Fuadah et al., 2022). As companies are
forced to disclose their tax amounts in their ﬁnancial statements,
shareholders will know the amount of tax avoidance the company
has promised. These complex transactions allow management to
reallocate resources to its own goals and conceal resources from
tax authorities. This ﬁnding is consistent with the ﬁrst hypothesis,
which stated that tax avoidance positively and substantially
affects business ﬁrms’ performance. It shows that the more tax
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corporate performance (Rehman et al., 2015). A company that
increases stakeholder trust through CSR activities ultimately
improves business performance (Adams 2002). The reason for
supporting CSR regulations is that businesses demonstrate their
obligations to the public by demonstrating their commitment to
society and using CSR as a beneﬁcial tool (Adams 2002). Second,
shareholders generally view companies engaged in CSR business
as optimistic (Freeman and Hasnaoui 2011). Besides, other
studies (Adams 2002; Sellers-Rubio et al., 2014; Abbas et al.,
2019b) support that environmental improvement activities can
improve ﬁrm performance. Organizational CSR initiatives
increase revenue by resolving conﬂicts between the various
interests of the CEO and shareholders. (Wang and Chen
2017). Managers strive to increase long-term beneﬁts by
improving stakeholder relationships, corporate social
responsibility practices, and building social trust (Godos-Díez
et al., 2010). Furthermore, stakeholder representatives claim that
CSR generates reasonable income for shareholders, and CSR
initiatives attract more investment and increase corporate
proﬁts (Jensen 2002; Sen et al., 2006).
Finally, the study proposed the last hypothesis that indicated a
moderating role of CSR practices on the relationship between
employee behavior and sustainable ﬁrm performance. The results
have approved H5. Employee behavior is a subjective, personal
behavior that may affect a sustainable ﬁrm, but many are not
affected by external factors such as corporate social responsibility.
These ﬁndings are consistent with the past studies conducted in a
similar context (Zulﬁqar et al., 2019; Ahmed et al., 2020). When
business ﬁrms involve in speciﬁc CSR activities, the enterprises
create a higher degree of recognition among their employees’
behavior, which upsurges sales because customers’ purchase
increases. Similarly, when business enterprises fail to treat their
employees reasonably, the consumers’ trust decreases to buy the
products from these companies. Past literature documents that CSR
practices undermine business ﬁrms’ corporate reputation as well as
brands image (Oikonomou et al., 2012). It also affects business
organizations relationships with various stakeholders, which
ultimately affects sustainable ﬁrm performance (Wei et al., 2020).

As the post-pandemic situation worsens, organizations have
encountered stress and pressure to assess and demonstrate
sustainable, socially responsible behavior. Therefore, organizations
are more inclined to invest in human capital and time to achieve
sustainable ﬁnancial performance and proﬁtability. Sustainable
corporate social responsibility implication guarantees the
common interests and expectations of the organizations and their
stakeholders. Accordingly, this research study aimed to investigate
further the role of tax avoidance, employee behavior, and sustainable
corporate social responsibility practices in achieving sustainable
corporate ﬁnancial performance. The results show that tax
avoidance, employee behavior, and corporate social responsibility
signiﬁcantly inﬂuence sustainable business performance. It preserves
cash inﬂows, increasing proﬁts, corporate reputation, and image.
The study further shows that corporate social responsibility has a
negative but signiﬁcant moderating effect on the relationship
between tax avoidance and corporate business performance.
This research contributes to the fresh literature on
organizational behavior and corporate strategy to measure
employee behavior theoretically and tax avoidance’s inﬂuence
on corporate ﬁnancial performance. This study further
questions how CSR moderates the relationship between tax
avoidance, employee behavior, and corporate performance,
suggesting that socially responsible organizations will be less
involved in tax avoidance behaviors. In addition, the tax
department of an organization is of great importance and
beneﬁt in developing a tax strategy that best suits the
interests of the organization and the country. This
informative research offers insightful ﬁndings that help
policymakers at the state level. The study results ensure that
organizations performing well over the years are audited
transparently to collect taxes due.
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