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Abstract. Nowadays, responsible business conduct and corporate social responsibility (CSR) priori-
tized at the governmental level. Even more and more companies now report on CSR. Financial trans-
parency, in particular responsible tax governance considered to be as a part of CRS. Authorities propose
to update CRS guidelines and involve guidance on responsible tax policies. The goal of the current
research was to was get an insight into the understanding of CSR by Latvian business sector represent-
atives with the particulat focus on tax management issues. Representatives of Latvian companies from
different sectors of economy were surveyed, using the authors’ developed questionnaire. The respond-
ents were offered to evaluate a range of statements regarding the understanding of the CSR concept as
a combination of diffrenet elements, the awareness of the European Parliament’s Directive on disclosure
of non-financial information, as well as attitude to tax management in the framework of CSR. The
results of the given research provide a platform for further investigation in the field of CSR in Latvian
business environment.
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1. Introduction

Based on the view point of OECD experts “Paying
tax into public finances is clearly part of how busi-
ness contributes to society... Today we see that
paying tax is already being looked at as an ele-
ment of corporate responsibility” (Scheiwiller &
Symon, 2017).

The current research was inspired by the fact
that there is no consensus between researchers and
experts regarding tax management as a part of
CSR. The idea of the current research was also
supported by the implemented European directive
regarding the disclosure of non-financial infor-
mation - Directive 2014/95/EU (European Parlia-
ment, 2014). 62% of respondents participated in
the CSR managers survey 2015 in Central Europe
(Delloite, 2015) agreed on the statement that the
Directive wil positively impact he quality of non-
financial reporting in their country. However, the
implementation of the Directive raised many
questions from business counterparties about the
information required in non-financial reports.
Considering tax management as a part of CSR
business practice, it should clear what information
regarding tax-related activities should be dis-
closed by the companies.

The goal of the paper is to contribute to the
field of CSR-related issues in the context of tax
management. The current research is aimed to re-
veal the CSR awareness gap among entrepre-
neurs. The following task should be accom-
plished: (1) to evaluate the level of understanding
of the CSR concept within Latvian business envi-
ronment, and (2) to analyse the opinions of busi-
ness sector representatives about CSR elements
related to tax management issues.

The research hypothesis is stated, as follows:

H1: Business sector representatives in Latvia
do not consider tax management issues as an es-
sential part of CSR-oriented practice.

To test the hypothesis representatives of Lat-
vian companies were surveyed, using the authors’
developed research instrument. 38 respondents
provided fully completed questionnaires. Fre-
quency analysis was performed to make conclu-
sions, based on respondents’ answers.

The results of the research point to the lack of
awareness about tax management issues as a part of
business socially responsible behaviour among Lat-
vian entrepreneurs. Most of them consider tax pay-
ing as an integral CSR element rather than tax infor-
mation disclosure even though it should be
considered as a regulatory requirement mostly.
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2. Tax management and corporate social
responsibility

For the first time, the term “social responsibility
of business” was introduced by American econo-
mist Howard Bowen (1953).

Nowadays CSR is defined as:
a concept whereby business organizations
consider the interest of society by taking
responsibility for the impact of their ac-
tivities on customers, suppliers, employ-
ees, shareholders, communities and other
stakeholders as well as their environment
(Ismail, 2009);
the continuing commitment by business
to behave ethically and contribute to eco-
nomic development while improving the
quality of life of the workforce and their
families as well as of the local community
and society at large (WBCSD, 1998);
an integrated strategic, ethical, social, and
environmental concerns, on a voluntary
basis, in business operations and in com-
panies’ interaction with their stakeholders
(Barin & Boehe, 2008);
the set of practices and behaviours that
firms adopt towards their labour force, to-
wards the environment in which their op-
erations are embedded, towards authority
and towards civil society (Foran, 2001).

The most capacious and accurate, in our
opinion, is the definition provided by the Austral-
ian Centre for Corporate Social Responsibility
(ACCSR, 2018): “Social responsibility is the re-
sponsibility of an organisation for the impacts of
its decisions and activities on society and the en-
vironment, through transparent and ethical behav-
iour that: (i) contributes to sustainable develop-
ment, including the health and the welfare of
society; (ii) takes into account the expectations of
stakeholders; (iii) is in compliance with applica-
ble law and consistent with international norms of
behaviour, and (iv) is integrated throughout the
organization and practised in its relationships”.

CSR definitions differ widely due to the mul-
tidimensional nature of concept. Besides, differ-
ent souces suggest various CSR dimensions
(Johnson & Greening, 1999; Kocmanova & Sim-
berova, 2012; Dahlsrud, 2008; Van Marrewijk,
2003 and others), such as:
environmental dimension;
economic dimension;
community/ social dimension.
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The economic dimension of CSR consider
“direct and indirect economic impacts that the or-
ganization’s operations have on the surrounding
community and on the company’s stakeholders.”
(Uddin, Tarique, & Hassan, 2008)

The environmental dimension refers to the
natural environment and sustainability of business
practice (Stojanovic, Mihajlovi¢, & Schulte,
2016).

The social dimension of CSR includes such
elements, as (i) the health, safety and general well-
being of employees; (ii) motivation of the work-
force by offering training and development oppor-
tunities; (iii) creating a formal social dialogue to
take into account stakeholders' interests; (iv) rela-
tionship between business and society in general
(Laguir, Stagliano, & Elbaz, 2015; Stojanovic
etal. 2016).

Despite the fact that CSR concept involves
many and various components, tax-related issues
are not mentioned so frequently as CSR part.
However, last years the attention to this topic has
been increased.

Citing Holme and Watts (1999), “Corporate
Social Responsibility is the continuing commit-
ment by business to behave ethically and contrib-
ute to economic development while improving the
quality of life of the workforce and their families
as well as of the local community and society at
large”. This indirectly indicates to the link be-
tween CSR and tax paying by the companies.

Jenkins and Newell (2013) stated that “there
are many parallels between tax and mainstream
CSR issues such as labour rights and environmen-
tal sustainability”.

Many scholars pay attention to the relation-
ship between business ethical behavior and tax
avoidance (Huseynov & Klamm, 2012; Hoi,
Wu, & Zhang, 2013; Ylonen & Laine, 2015).

CSR questions in the field of taxation are
considered to be important also by business com-
munity. In 2014-2017 many Danish companies
participated in the survey “The Tax Dialogue — on
corporate responsibility” (IBIS, 2017). The main
conclusions drawn from the survey were: (i) the
majority of respondents believe tax is a corporate
responsibility and even more have a corporate tax
policy, and (ii) there are no consistent references
to CSR guidelines and frameworks in the tax pol-
icies, which suggests the established systems pro-
vide little operational support”.

The representatives of the Confederation of
SweTo achieve the research goal and to test the
research hypothesis, an authors’ developed ques-
tionnaire was distributed among Latvian business
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sector representatives. The questionnaire involved
four comprehensive questions (Table 1), as well
as respondent profile section.

dish Enterprise state that “it is important to
adopt a realistic and nuanced approach to includ-
ing taxes in CSR” (Svernlov & Osterman, 2016).

The current research is an attempt to get an
insight into understanding of tax management is-
sues as integral part of CSR among Latvian entre-
preneurs.

3. Research design and methodology

At the initial stage of the research the simplified
content analysis of the definitions of the concept
“corporate social responsibility and CSR-related
text segments” was conducted. Information data
base included 22 text extracts from English lan-
guage sources and 21 definitions and text seg-
ments from Latvian sources (Andersen, 2003;
Foran, 2001; International Institute for Sustaina-
ble Development, 2018; McWilliams, Siegel, &
Wright, 2006; Barin & Boehe, 2008; Manne &
Wallich, 1972; Blowfield & Murray, 2008; Car-
roll, 1991; Hopkins, 2003; Frederick, Post, & Da-
vis, 1992; Lea, 2003; Wood, 1991; KPMG JSC,
2011; Ministry of Welfare of the Republic of Lat-
via, 2018; Latvenergo, 2018; Grindex, 2018; le-
cavnieks, 2018; Nordea, 2018; Statoil, 2018;
Olympic casino, 2018; Fazer, 2018; European
Business Support Network in Latvia, 2018; So-
rainen, 2018; Grifs, 2018; Latvijas Balzams JSC,
2018; If, 2018; Domuss, 2018; Skrivanek, 2018;
LDz, 2018; Certex, 2018; Moller Auto, 2018; Em-
ployers’ Confederation of Latvia, 2018; Vives,
2004; Visser, Matten, Pohl, & Tolhurst, 2010;
European Commission, 2001, 2018a, 2018b;
Portney, 2005; Ness, 1992; Financial Times lexi-
con, 2018; WBCSD, 1998; WBCSD, 2018).

Table 1. Structure of the research questionnaire
(source: authors’ development)

Question Details

Ql 1- Understanding of CSR concept. 11

QL 11 statements about the core of CSR.

Q2 Awareness about the Directive
2014/95/EU

Q3 Tax information in non-financial
reporting
Attitude to tax management as a part

Q4 1-Q4.4 1 pscr

Respondent .

Profile 4 questions
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To achieve the research goal and to test the
research hypothesis, an authors’ developed ques-
tionnaire was distributed among Latvian business
sector representatives. The questionnaire involved
four comprehensive questions (Table 1), as well
as respondent profile section.

The labels for the Q1 statements offered to
the respondents for evaluation are summarised in
the Table 2.

Table 2. Labels for the statements in the questionnaire

(source: authors’ development)

Q Statement Label
Activities towards providing
of the customers’ well-be- Customers’
Q1 1 |ing (improving/maintaining ell-bein
product/services quality and W &
etc.)
.. Customers
Q1 _2 |Respect to customers’ rights rights
Activities towards providing
of the employees’ well-be- Emplovees’
Q1 _3 |ing (wage payments in time proy
& (wage pay well-being
and in full amount, social
guarantees and etc.)
Maintaining of safe and
> Safe and
Ql 4 gﬁ?;;l;zee;swronment for healthy work
Providing professional
Ql 5 |training and development  |Staff training
opportunities for employees
Activities towards reducing .
. o Pollution
Q1 _6 |pollution or avoiding pollu- voidin
tion-rising activities &
Producing .(selhng) of envi- Eco-products/
Q1 7 |ronment-friendly/ eco-prod- services
ucts or eco-services
Charity, participation in so- .
QL8 cial projects Charity
Shareholders’ satisfaction
Q1 9 (shareholder long-term Shareholders’
- value maximization and satisfaction
etc.)
Fulfillment of 0bl1ga}t10ns to Obligations to
Q1 10 government and society a s ¢
- a whole (tax payments in go(\ixernrpetn
time and in full amount) and society
Providing
Q1 11 Providing work places for gr)ré(i tIi);zf;S
= |citizens with special needs . .
with special
needs

To assess the awareness of Latvian business
sector representatives about CSR concept, they
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were offered to evaluate the statements about
company’s business activities in terms of their
connection to CSR, using 5-point scale (1 — it is
not related to CSR; 5 — it is one of the essential
CSR elements/ related activities). Separately, re-
spondents were offered additional statements
about tax management activities to evaluate in the
same manner. Besides, there was the question re-
garding the awareness about the Directive
2014/95/EU (informed/not informed) and the
question about the place of tax management infor-
mation in non-financial report.

38 respondents participated in the survey.
Sample was distributed, as follows:

— Most represented business sectors were
(1) transport services, (2) finance and in-
surance, and (3) recreation and entertain-
ment.

— 81% of respondents represented compa-
nies with the number of employees less
than 250. There were no representatives
of the companies with over 500 staff
members.

— Distribution of the respondents repre-
sented micro-companies, SMEs and large
companies was 41%, 41% and 16%, re-
spectively.

—  58% of respondents answered that their
company does not prepare CSR report.
However, several companies do or plan to
be engaged in CSR reporting (18% and
18%, respectively).

Some of respondents did not provide data
within the profile section.

To answer Q1 (“What is your understanding
of the concept “Corporate Societal Responsibility
(CSR)”? In your opinion, which business activi-
ties are related to CSR?” and Q4 (“Considering
tax management as a part of CSR, please, evaluate
each of the tax management activities”) the re-
spondents were offered to use 5-point scale, where
“1-2” indicated a low association between the ac-
tivities and CSR, but “3” and “4-5" — average and
strong association, respectively.

Frequency analysis was performed to analyse
respondents answers. Due to the limited number
of respondents the analysis of answers’ distribu-
tion depending on profile criteria was not per-
formed.

4. Results

Frequency table was generated to reveal the most
often mentioned elements (Table 3).

Table 3. Elements of the CSR concept: frequency
analysis results

Word (ENG) Frequency
Environment (-al) 48
Development 12
Employees 16
Society / Community 46
Sustainable 11
Ethical 5
Stakeholders (customers) 18
Safety 5
Quality 4
Charity 4

Frequency analysis based on the content
analysis of 44 CSR-related text segments revealed
the fact that tax-related elements are not fre-
quently mentioned by scholars and experts (zero
result in this case). It means that tax-management
issues are still not considered as a CSR part.

Respondents’ answers to the question Q1 are
summarised in the Table 4.

Table 4. Evaluation of company’s activities in terms
of their association with CSR (source: authors’
compilation) (source: authors’ compilation)

Activity Low |Average| Strong
Customers well-be- 16% 45% 39%
ing
Customers rights 8% 42% 50%
Employees well-be- 50, 34% 61%
ing
Safe and healthy work | 3% 29% 68%
Staff training 11% 50% 39%
Pollution avoiding 5% 26% 68%
E'co-products/ ser- 89 39% 539
vices
Charity 16% 26% 58%
Shareholders 26% | 39% | 34%
satisfaction
Obligations to gov- 16% 39% 45%
ernment and society
Providing work places
for citizens with spe- 5% 45% 50%
cial needs

The business activities having a strong asso-
ciation with CSR in the opinion of most of the re-
spondents were: (i) “pollution avoiding”, “safe
and healthy work” and “employees’ well-being”.

In turn, “shareholders’ satisfaction”, “staff train-
ing” and “customers’ well-being” were perceived

34
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as CSR-related by the quite lower number of re-
spondents.

Answering the question Q2 regarding the
awareness about the Directive 2014/95/EU, 12 of
38 respondents declared that they have the infor-
mation about the Directive and they understand its
content. However, 19 respondents are not in-
formed about the document.

Answering the question Q3 (“Whether the
Directive 2014/95/EU it requires inclusion of in-
formation about tax policy and tax management
into the non-financial report?”’) half of respond-
ents, predictably, did not have a specific opinion
on the matter, but 10 respondents answered that
according to their understanding of the Directive
it is not assumed to include tax management in-
formation into the report.

However, analysing the answers on Q4 ques-
tion (Table 5), it could be concluded that the re-
spondents did not really understand the compre-
hensive nature of tax management, because
evaluating separate tax management activities
many respondents associated them with CSR.

Table 5. Evaluation of the tax management activities
in terms of their association with CSR (source:
authors’ compilation)

Activity Low |Average| Strong
Social payments in
time and in a full 11% 29% 61%
amount
Aymdmg income ma- 13% 45% 42%
nipulation
Information dlscl'osure 249, 479 299
about the tax policy
Information disclosure
about the amounts of 29% 37% 34%
tax payments

Unambiguous conclusion can be made re-
garding the accociation between CSR and the
statement “social payments in time and in a full
amount”. However, this is an activity that is re-
quired by Latvian law and, actually, it does not re-
fer to CSR directly. In turn, only 29% of respond-
ents admit the strong link between “information
disclosure about tax policy” and socially respon-
sible business behaviour. We assume that the ex-
planation is in the low awareness about the im-
portance of the information disclosure among
Latvian business sector representatives.
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5. Conclusions

The current research is the authors’ attempt to fill
the scientific gap in the field of Tax management-
CSR studies. It is still new topic for researchers,
but in Latvia we did not find the similar inquiries
at all.

Conducting the survey, the authors of the
given paper received a comprehensive remark
from one of the prospective respondents. The brief
translation is, as follows: “... even being engaged
for the long-term into CSR-related activities in the
Latvian Employers’ Confederation and State En-
terprise “Latvijas dzelzcel§” [Latvian Railway],
as well as cooperating with the experts of the In-
stitute of Corporate Sustainability and Responsi-
bility, I cannot fill this questionnaire qualitatively.
The reason is that on my opinion and on the opin-
ion of the above mentioned experts, paying taxes
is not CSR/Sustainability aspect. The core of so-
cial responsibility is what companies do over the
minimum regulatory requirements, while tax pay-
ing is a statutory obligation for any company. That
is why I cannot fill this questionnaire, because the
questions included did not provide an opportunity
to express my opinion”.

The developed questionnaire involved not
only the questions and statements related to the
tax paying issues. However, most of business sec-
tor representtaives do not perceive any tax-related
statements as something connected with CSR ac-
tivities.

The research hypothesis “Business sector rep-
resentatives in Latvia do not consider tax manage-
ment issues as an essential part of CSR-oriented
practice.” was partially confirmed. Only 45% of
respondents see the strong relationship between
CSR-oriented business practices and “fulfillment
of obligations to government and society as a
whole (tax payments in time and in full amount)”.

The main limitation of the current research is
the number of respondents that certainly should be
enlarged. The problem in this regard is the inac-
tivity and unwillingness of the business sector
representatives to participate in any kind of sur-
veys. It is extremely difficult to collect the an-
swers from the respondents. Sometimes it is pos-
sible only using the network of personal contacts.

Latvian entrepreneurs associate corporate so-
cial responsibility mostly with the pollution
avoidance, as well as with the well-being of their
staff members that also connected with the safe
and healthy business environment. It is interesting
that among all the stakeholder groups employees
are prioritised, while well-being of customers and
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shareholders is evaluated as least associated with
CSR.

The results regarding “pollution avoidance”
are also suprising. Indeed, 68% respondents eval-
uated the relationship between pollution avoid-
ance and CSR as “strong”, but actually this per-
cent should be closed to 100%. Environmental
aspect is the most commonly mentioned CSR ele-
ment at a glance.

Considering that tax management issues are
admitted to be a part of business CSR practices, it
is necessary to increase awareness about this as-
pect among business representatives, not only in
Latvia and Baltics, but also in other countries.

The results of this survey can be used as a
platform for further investigation of the topic. The
research instrument can be easily adapted for a
survey in any country, or even can be used without
amendments. The survey definitely should be
continued in Latvia and Baltics as well. Probably,
the best solution is to organize personal interviews
with the respondents. The overall impression from
the analysis of the answers is that sometimes they
are inconsistent that points to the lack of under-
standing among the participants. This, in turn,
usually yield non-reliable results, because the re-
spondents choose the answers at random.

One of the possible directions for further
study in the CSR field could be the investigation
of the relationship between Latvian (or Baltic re-
gion) business engagement into CSR practices
and its economic performance. This topic is quite
popular among the scholars — however, there is no
contribution from the researchers representing
Latvia or neighbour countries.

Disclosure statement

The authors do not they have any competing fi-
nancial, professional, or personal interests from
other parties.
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