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International Financial Reporting Standards, Tax Avoidance, Social
Responsibility and Auditor Role.
Empirical Evidence From The Saudi Business Environment

Abstract

This study aims to explore the social impact of accounting standards by
examining the impact of adoption of IFRS standards on the company's social
performance strategy including two dimensions: tax avoidance and social
responsibility, and the role of auditor in the context of that strategy. To achieve
this goal, the researchers adopted a content analysis method to analyze the
annual reports of a sample of Saudi listed companies during the period contain
four years from (2015) to (2018). Regression analysis used to examine the
hypothesis of the study using STATA program.

The results showed that IFRS has no effect on tax avoidance activity, while
it positively affect the social responsibility. The results also showed that the
quality of the audit does not affect tax avoidance, while it positively affect the
social responsibility. In addition, IFRS affects the role of the auditor in the
context of social responsibility while it is not affect his role in the context of
tax avoidance. Based on the above, the researchers recommend the Saudi
Capital Market Authority to issue a social responsibility index and ranking of
listed companies according to the degree of disclosure of social and
environmental practices. In assessing corporate compliance with these
practices. Also, the researchers recommend professional accounting
organizations to encourage listed companies to publish ethical reports, and the
role of auditor in the context of assessment of corporate social responsibility.

Keywords:
International Financial Reporting Standards; Tax Avoidance; Social
Responsibility; Auditor Role; Saudi Business Environment.
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DEPENDENT = a: + BuFRSi: + B2BIG4i: + BxControli + eir

Loe L) Adgiadls AlEN) ol (TA) dupeall it hlis W alil) padall 058 Gua
Gublaill e m any uaie b Jia dlal) clpidally of el sl S, (CSR)
il aladialy lgie Dame daaball 835a o um (a9 ke (IFRS) “zﬁjﬂ‘ onbaall ey
Oo dogena b LB e Wt Lnall) sl 8§ Al (BIGA) Sl dealil
(ASSET) 4580 ana o8 5 of Lol 55 3§ 4S540 pallad e e ) eyl
(LEV) @il dsillly (ROA) Jsa) o Slall Janas (MVE) dSlall Bsial dgud) dasilly
(CAPEX )ly) 3lidYls (CHG-LOSS) sluall & yually (IND) 4S540 dalis dasidas
Lli)) 5305 (CG) daSpall alai 539ag (FORE) dnjlall aaidlls (INVE) (oaladl (y5534l 5
(PC) iS)all daalyall e

sAaidanl) Ayl il — ¢
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Fangad) Slesally ¢ Il wyl) dnpag cJguad) e 2lall Jaxag GLSL (3sial Ldsudl dailly
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gl clasy) @il :(¥) ) Jsea

Descriptive Statistics
Part 1: continuous variables
Var. N. Min. Max. Mean Std. Dev.
CSR 396 12.97 53.86 | 36.6884 11.33485
TA 396 -1.27 499 | 3.2119 1.02569
ASSET 396 4.07 12.39 | 9.3298 2.38712
MVE 396 17 498 | 25111 1.62640
ROA 396 -.25 414 2274 15.80233
LEV 396 2.14 9.97 | 4.9272 2.20407
FORE 396 .00 .30 .0718 .08900
CG 396 3.00 6.00 | 4.7081 98394
CAPEX 396 10 47 2817 .08113
INVE 396 .00 47 .2348 .08357
PC 396 1.00 6.00 | 3.5808 1.11879
Part 2: dummy variables
Var. 0
IND 168 42.4 % 227 57.3%
BIG4 167 422 % 229 57.8%
CHG-LOSS 263 66.4 % 133 33.6 %

Auhyal) 558 (PDUA dae LaaY) Ll gl daida) e alaal dllia of Gald) Jsaadl e ey
(36.6884) s Laigiars (12.97) dad S8l il Luiy (53.86) Lo dad ol caly Cum
i A Sluhal Gan g leoas ) Al Zadl) oda ciela 385 (11.33485) 5lone il
Aol e ey (1Y) Lo b Al (Sl cila) duhs clag a8 doagedd) d3)
i o G (Yere) ple n (YOIY) ale e 55l DA (gagand) JWl (Bgu (8 Ayl
lee Sl culS Lay ¢(40%) daclaa¥) ddgisd) yualic ol dga aladl Jacgll
le P A5 (Yye) Je cawb all (Habbash and Haddad,2019) 4y 4d) cliags
b e laaY) ddgiad sl e zlaly) dus Jawgia of ) c)lal us (Y1 T) 5 (Y00 0)
Llgiaall 4Dy dngend) &5l alaal ) Gl Hlas dgay e Sl aay 85 (17 %)
Al L)yl sl ) Badailly dueLainY)
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G Ll adhl Lad Janssia palisal ) gl i delseal Qusa (A gl e 3554
Lal L 0maal) e Lebigas (8 8)0€ Ay aaiad ¥ Ahll A o) aSan La 525 (4.9272) &
ashaal) daSsall alas 50US ¢ U i) meags LS ¢(7.18%) alud donylad) Aaiil) Ao Jaussia
Al ) dilayly (4.7081) AaSoall alai 5eli€ iige Jasagio ady i dingadl ISyl 8
Cun Jea¥) Jleay dojall el M Zpdgnd) KA (L) BUBY) A (B (puant Slia
il LS ((27.17%) (ol Lacsgias (10%6) 4 dad S8 il cpn 6 (47%) 4l dad ST caaly
dealyal) i€ Bl sae augie o3 52l i o LS ((23.48%) alad) (g 3aall Lo
.(3.5808) &l Gy 35,4l
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(57.3%) 4oy saalise (227) claaliall axe &l Gus dlall die 3 dpcliall CIKE) 23
LS (42.4%) duwy 5alie (168) dpelia ye cilelhd b Joad 3 ISEN Saey A3l
(229) clawladl sae &l Gun (Sl Leahall (il€ey g Al SIGAEN e 5ol dlla
Aol alell 8 my ciin Al) AEN bl A b clalad) s &l WS (57.8%) sy
(33.6%) Zausts 530k (133) Goledl alall i 5k

;L) Jalas Y- ¢
2 (Y) a8y Joaad) (o yas Aiically el Ayl e oy e alal A8 il
Gkl (goine Lalgyl a9 il muag G (Pairwise  Correlation L)Y las)
Aoyl ity Gl Jagiys G 35500 e Laia) bl (IFRS) ddsall yulaall ally)
Jiac¥) dhy 3 (IFRS) Lubas Gaudsi of aSas Lo cde Laa¥) Adgianall cilaslons Ll
Ayl it Aa il 3 pmdtlly Jassy) i el el e olad) GeSasl Bugeud)
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A0 2t Loy Cn Ayl e Laa) dlsbd) e danball dolac 535l o) sl
Al Slaplan (8 830y Aupcnl) vint A i) 6 il 6y Lanball Sl
Gyl (st Gy e i il 25 s eilild ey ) ALYl Lde LaaY)
iy e i) Aulsianall A lans 2S5l 3 5L () uSins Lo ALY &gl
i ey usiall IS ol Sl dgag ae Gib Lo sag dupual) cuin lalis 8 (masill

Al celan¥) oY) Lasliin) 8 Galaljie

LU LA i 1(Y) Ay Jsta

IFRS TA BIG4 CSR
IFRS 1 -0.716™ 0.744™ 0.748™
0.000 0.000 0.000
TA -0.716™ 1 -0.615™ -0.654™
0.000 0.000 0.000
BIG4 0.744™ |-0.615" 1 0.663
0.000 0.000 0.000
CSR 0.748™ | -0.654™ 0.663™ 1
0.000 0.000 0.000
**_ Correlation is significant at the 0.01 level (2-tailed).
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Jae¥) Ay 3 Alsal) yuleall oY) (3adatlly Ayl Cuins Al 35800 djles 55 p2e
LS - gpiall I 230 ally dahall (g s e J¥) Gl B () sk e 5o 5 duasand)
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Coef. | Std. Err. | z | P>|z| | [95% Conf. Interval]
IFRS 0.0438754 | 0.1552855 | 0.28 | 0.778 | -0.2604786 | 0.3482294
BIG4 -0.0909335 | 0.0971136 | -0.94 | 0.349 | -0.2812726 | 0.0994056
ASSET -0.1152983 | 0.0276596 | -4.17 | 0.000 | -0.1695101 | -0.0610865
MVE -0.0265776 | 0.0324608 | -0.82 | 0.413 | -0.0901995 | 0.0370444
ROA 0.0002728 | 0.0019863 | 0.14 | 0.891 | -0.0036202 | 0.0041658
LEV 0.1110424 | 0.0321762 | 3.45 | 0.001 | 0.0479782 | 0.1741065
IND -0.0982339 | 0.0743445 | -1.32 | 0.186 | -0.2439465 | 0.0474787
CHG- LOSS -0.0963935 | 0.0863717 | -1.12 | 0.264 | -0.2656788 | 0.0728919
CAPEX -2.498881 | 0.6853549 | -3.65 | 0.000 | -3.842152 | -1.15561
INVE 0.5164145 | 0.6214876 | 0.83 | 0.406 | -0.7016788 | 1.734508
FORE 0.7400741 | 0.5220892 | 0.42 | 0.056 | -.2832018 | 1.76335
CG -0.0805665 | 0.0510404 | -1.58 | 0.114 | -0.1806039 | 0.0194708
PC -0.0745958 | 0.0366864 | -2.03 | 0.042 | -0.1464998 | -0.0026918
cons 4.742949 | 0.4829769 | 9.82 |0.000 |3.796332 | 5.689567
Number of obs. 396
Wald chi2(13) 733.72
Prob > chi2 0.0000
R-sq: overall 0.6588
Model Random-effects GLS regression
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Gkl U dasgia yien (R-50) 4 O 7 3sail) Lagine lil) muiags G (IFRS) ules
s pre gl el Analadl) Gluhall Gl b Aside 50 Ll V) abiill ey 4aidieg
DY) Gadil o GaSas Laa (IFRS) alaa sl aang J daalall 5393 Gy (g5ie Lol
Lo 525 Al uias adadil ol aalyall 93 (4 535 Y asaadl Jlee W) &y (A ddsal) julaall
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233 % (IFRS) Usaa 8l JLEAY Gakaill sng Jb Jaaly) il Aijlha 2(0) o) Jsan
Faspeal) iind Bl (3l L galyal

Part 1: (gl Jaé Part 2: (gadaill aay

Coef. z | P>z Coef. z | P>z
BIG4 .0.0601256 | 0.54 | 0.588 | ..0.0526053 | -0.33 | 0.742
ASSET -.0.0999472 | -4.69 | 0.000 | ..0.2066117 | -2.56 | 0.011
MVE .0.0119927 | 0.46 | 0.642 | ..0,0589142 | -0.75 | 0.453
ROA -.0.0000395 | -0.03 | 0.977 | .0.0048888 | 0.14 | 0.888
LEV .0.1425983 | 4.92 | 0.000 | .0.0636458 | 1.02 | 0.307
IND -.0.0684928 | -0.98 | 0.325 | _.0.1655246 |-1.20 | 0.231
CHG-LOSS -0..1279425 | -1.67 | 0.095 | .0.1359224 |0.76 | 0.447
CAPEX -1.105453 -1.62 | 0.105 | -3.922324 -3.24 | 0.001
INVE -.0.2234509 | -0.41 | 0.685 | 1.40677 1.15 | 0.249
FORE -1.433051 -1.68 | 0.092 | 1.541766 2.05 |0.040
CG -.0.0978526 | -2.11 | 0.035 | ..0.1123456 |-1.18 | 0.233
PC -.0.0149218 | -0.38 [ 0.700 | -0.1205622 | -2.00 | 0.046
cons 4.107573 9.92 |0.000 | 6.456242 5.64 | 0.000
Number of obs. 198 198
Wald chi2 (12) 165.17 74.41
Prob > chi2 0.0000 0.0000
R-SC]Z overall 0.4717 0.2880
Model Random-effects GLS regression | Random-effects GLS regression
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e linY) Aol Slujles o adoall julaall il Glaall AU Gapdl) L8N . LssY)
Les e Laa V) ddgiunally Aalsall ulaall (o (6985 (o) (Ssima L)) 35y Al il el
djlaas 385l alyall (8 il () a9k (IFRS)  dnlsall jubaall ey 3addail) of GaSay
Ll giall Jall 22 (g3l Auall (g ore B Rl ) ks dueLial) Ll gine
gy el Aual) il A Lan) Adgiaall e dupal) cuiat il leial) Cull) ()4l
Ay ) 8aligs dadiy A pual) aiat alis (& (maddnl) o Qe Lo Lagins (il (gine ol
I 32T (g3lg Apall (g yd e A Gaydll (ady a5k e say daclaa) Lulsia
Al Ao Laa) ddsiall o daaball s3pa 58l Jya pualal) aydll [Lasls . gyial
O oS Le e L) Al ginaally Laaball 8355 O (5585 (laed (Goina Lali)) @bl s
doe L) gulsioe A5 ol (3 ol S8 i5a (S Laaall (nlSal 4S50 sladnd

Dl (g b (e ualdd) G2l Jad N 35k e sag

A Lia¥) Aylslunally Ailaial) (g fll jlasy) il :(1) ad) Jgaa

Coef. Std. Err. z P>|z| [95% Conf. Interval]
IFRS 3.60027 1.48805 2.42 | 0.016 | .6837455 | 6.516794
TA -1.032258 | 0.5144491 | -2.01 | 0.045 | -2.04056 -0.0239565
BIG4 2.719669 | 0.9994522 | 2.72 | 0.007 | .7607785 | 4.678559
ASSET -0.6429845 | 0.2830353 | -2.27 | 0.023 | -1.197723 | -0.0882455
MVE 0.6542422 | 0.3324797 | 1.97 | 0.049 | 0.002594 | 1.30589
ROA 0.0367053 | 0.0201736 | 1.82 | 0.069 | -0.0028341 | 0.0762448
LEV -1.707805 | 0.3167954 | -5.39 | 0.000 | -2.328713 | -1.086897
IND -4.344482 | 0.716328 | -6.06 | 0.000 | -5.748459 | -2.940505
FORE 12.91886 | 5.277831 | 2.45 | 0.014 | 2.5745 23.26322
CG 2.022281 | 0.4989529 | 4.05 | 0.000 | 1.044351 | 3.000211
cons 4535032 | 4.771074 | 9.51 | 0.000 | 35.99919 | 54.70145
Number of obs. 396
Wald chi2(10) 885.03
Prob > chi2 0.0000
R-sq: overall 0.6980
Model Random-effects GLS regression
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Last aabyall )sn (Ao Llsall Julaall udadl o) 5l S Loo bl s i) 3 sl
Al (g e led) Ga Al Jsd Uy 454l Lo Laal) gl iljlaas la
298 o (IFRS) ulaa ,il LadY gadatll sayg J8 jlasiy) il 4djlda 1(V) a8y Jan
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Part 1. sulall (8 Part 2: sulill aey
Coef. z P>|z| Coef. z P>|z|
TA -1.392923 -1.12 | 0.263 | -0.8324365 -1.69 | 0.091
BI1G4 1.810594 1.63 | 0.104 |4.973438 2.64 | 0.008
ASSET -0.6837629 -1.82 | 0.069 | 0.0416627 0.08 | 0.936
MVE 0.481654 1.09 |0.275 | 1.662737 3.10 | 0.002
ROA 0.0375544 1.65 |0.100 | 0.232503 0.97 |0.330
LEV -1.720065 -3.56 | 0.000 |-1.178464 -2.77 | 0.006
IND -6.553312 -6.03 | 0.000 | -1.560204 -1.69 | 0.091
FORE -3.268788 -0.22 | 0.823 | 7.893241 152 |0.128
CG 1.943332 256 | 0.010 | 2.226772 3.54 | 0.000
cons 48.89217 6.48 | 0.000 | 33.62895 443 | 0.000
Number of obs. 198 198
Wald chi2(9) 110.35 112.82
Prob > chi2 0.0000 0.0000
R-sg: overall 0.3699 0.3763
Model Random-effects GLS regression | Random-effects GLS regression
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