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Are environmental responsibility companies socially responsible? Evidence 
from tax planning activities  
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Malaysia's Income Tax Act of 1967 does not impose penalties on environmentally 
friendly companies engaged in tax planning. The primary objective of this study is to 
examine the relationship between a company's environmental activities and the tax 
planning of publicly listed companies in Malaysia. A sample of 158 publicly listed 
companies from various industries except for financial institutions in Bursa Malaysia 
will be used. The annual report included non-financial data such as the environmental 
responsibility variable. The annual report was also used to collect the remaining data 
including tax planning, profitability, size and debt ratio. The multiple regression 
analysis indicates that companies actively participating  in environmental initiatives are 
more inclined to adopt socially responsible tax practices to uphold their credibility 
among stakeholders. These companies reinforce their reputation as responsible 
corporate citizens committed to sustainability by demonstrating consistency between 
their environmental and tax practices. This study additionally revealed a positive 
relationship between larger companies and tax planning due to their greater access to 
resources and experience which enabled them to employ more advanced tax planning 
tactics. The utilization of permanent and temporary book tax differences (BTDs) as 
factors for tax planning presents a more sophisticated approach to evaluating corporate 
tax strategies as suggested by future research. 

 

Contribution/ Originality: This study uses proxy tax planning variables namely BTDs and TS variables to 

examine the precise contexts and approaches of tax planning tactics and their corresponding financial advantages. 

Additionally, it emphasizes environmental initiatives demonstrating how tax planning contributes to the long-term 

viability of companies and the protection of the environment. 

 

1. INTRODUCTION 

Corporate environmental initiatives have become increasingly important in Malaysia, a fast -rising nation with a 

flourishing business environment as corporations acknowledge the crucial significance of  sustainability. In response 

to increasing worldwide apprehension regarding environmental matters such as climate change, biodiversity 

decline, pollution and resource exhaustion [1] numerous Malaysian companies are adopting environmentally 

friendly practices and incorporating sustainability into their fundamental strategies [2]. These activities encompass 

Journal of Asian Scientific Research 
ISSN(e):  2223-1331 
ISSN(p):  2226-5724 
DOI: 10.55493/5003.v14i3.5086 
Vol. 14, No. 3, 331-340. 
© 2024 AESS Publications. All Rights Reserved. 
URL: www.aessweb.com  

 

 
 
 
  

 
 

https://orcid.org/0000-0002-9187-5659
https://orcid.org/0000-0001-9999-5842
https://orcid.org/0000-0001-5639-9733
https://orcid.org/0000-0002-7130-906X
mailto:walirazali@yahoo.com
mailto:lphevan@unimas.my
mailto:liydamien@unimas.my
mailto:arrossazana@unimas.my
https://www.doi.org/10.55493/5003.v14i3.5086
http://www.aessweb.com/

