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ABSTRACT: Corporate tax fraud is a growing phenomenon not only in terms of legal control and audit 

but also in terms of corporate responsibility and stakeholder control. This study aims to describe how 

Environmental, Social, and Governance (ESG) governance and internal control mechanisms could work 

together to prevent companies’ tax fraud and improve tax behavior. The research was conducted using 

a qualitative methodology. The study involved 15 semi-structured interviews with experts in corporate 

taxation, auditing, control, and governance. The interviews were analyzed using Nvivo software. The 

results of the study revealed that ESG governance could improve the situation if it is integrated with 

tax responsibilities through the development of appropriate control mechanisms. They also showed 

that there is a significant decoupling risk between ESG goals and actual tax behaviors due to competing 

financial and managerial incentives. The analysis also revealed that the prevention of corporate tax 

fraud requires an ethical and accountable governance system, whistleblower policies, ESG disclosure 

mechanisms, and digital technologies. Such technologies as artificial intelligence could be used to 

improve monitoring and detect tax fraud in a timely manner. The research provides theoretical and 

practical contributions to the understanding of how to prevent corporate tax fraud by transforming 

ESG governance mechanisms and internal control systems. It also provides several suggestions for 

practitioners and policymakers in the field. 

Keywords: ESG governance, Internal control, Corporate tax fraud, Tax compliance, Managerial opportunism, 

Institutional decoupling, Whistleblower, Artificial intelligence. 

I. INTRODUCTION 
Tax Fraud is a major challenge facing organizations, as it poses a risk to their performance, resources, and 

reputation. It can be perpetrated by individuals or groups, regardless of their role or hierarchical level within 
the organization. Consequently, fraud prevention requires heightened awareness, constant vigilance, and 
the implementation of appropriate control mechanisms to identify and curb fraudulent behavior [1]. In this 
context, internal control is a vital organizational function. It involves an independent, objective assessment 
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activity aimed at adding value and enhancing the effectiveness and efficiency of operational processes. 
Conducted systematically and in a structured manner, internal auditing evaluates risk management, internal 
control, and governance frameworks, thereby contributing to the achievement of organizational objectives 
[2]. Through its assurance and consulting engagements, internal auditing can also help identify weaknesses 
in control systems and reduce opportunities for fraud. Furthermore, implementing good governance 
practices is a key factor in preventing tax fraud and improving the management of resources and assets. 
Effective governance relies on coordination among various stakeholders, as well as on integrity, 
professionalism, ethical conduct, and a genuine culture of accountability. However, the effectiveness of these 
mechanisms depends on the commitment of all parties involved, whether from public institutions or civil 
society [3]. 

At the international level, OECD recommendations (2018) encourage the integration of integrity 
principles and ethical values into internal control systems. This approach can be reinforced, in particular, 
through the development and implementation of codes of good governance practices. Maintaining high 
ethical standards within organizations is thus essential for strengthening public trust, enhancing 
transparency, and curbing unethical behavior. In this regard, establishing integrity systems and oversight 
mechanisms helps ensure that organizational processes are conducted in accordance with the principles of 
ethics, accountability, and transparency (OECD, 2018). Furthermore, the promotion of a more transparent 
and equitable global tax system [4–7] aligned with sustainability principles relies on accounting and tax 
standards developed by international organizations. Businesses are no longer required merely to comply 
with legal obligations but must also assume broader responsibility toward stakeholders regarding tax 
governance. 

Against this backdrop, new mechanisms aim to promote sustainable tax behavior and foster a genuine 
culture of tax compliance, wherein taxation is viewed as a fundamental element of the relationship between 
citizens, businesses, and the State a relationship grounded in reciprocal rights and responsibilities [5]. In 
Morocco, the commitment to sustainable development has been notably strengthened through the 
development of the National Charter for the Environment and Sustainable Development, institutionalized 
by Framework Law No. 99-12, which was adopted by Parliament in February 2014. This framework law 
defines the State’s fundamental guidelines and objectives regarding environmental protection and the 
promotion of sustainable development (AMMC, 2017). Within this context, the gradual integration of 
environmental, social, and governance (ESG) criteria into the Moroccan tax system represents a significant 
development. Initially based on tax incentive mechanisms designed to encourage green investments, this 
approach has been progressively reinforced by the adoption of Framework Law No. 69-19 on tax reform, 
which establishes ecological transition and social equity as key dimensions of national tax policy. 

From an environmental perspective, the Moroccan tax system is progressively incorporating the 
"polluter-pays" principle notably through specific eco-taxes on plastic products and certain types of 
packaging as well as tax incentives for green investments, particularly in renewable energy.  Socially, the tax 
system contributes to redistribution and solidarity goals through various mechanisms, such as the social 
solidarity contribution on corporate profits and regulations concerning remuneration and social security 
contributions. Regarding governance, tax transparency is increasingly becoming a central element of 
corporate compliance. This trend particularly affects listed companies and entities supervised by the 
Moroccan Capital Market Authority (AMMC), which are increasingly required to ensure alignment between 
their tax practices, transparency obligations, and ESG commitments. 

In this context, anticipating tax developments linked to ESG issues has become a strategic priority for 
companies. It enables them not only to better manage tax costs but also to reduce exposure to non-compliance 
and tax-related risks. At the same time, tax authorities are increasingly relying on a combination of financial 
and non-financial data to assess corporate tax behavior. Integrating ESG considerations into tax practices 
thus emerges as a lever capable of simultaneously strengthening tax compliance, transparency, risk 
management, and sustainable value creation. Evidence from the Moroccan tax administration also suggests 
that digitalization can contribute to tax compliance and improve the efficiency of tax control activities [8]. 

Consequently, this research adopts a qualitative approach aimed at understanding the organizational 
mechanisms linking ESG governance, internal control, and the prevention of tax fraud. It seeks to address 
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the following research question: How do ESG governance mechanisms and internal control systems 
contribute to preventing corporate tax fraud, and how does their interplay strengthen tax transparency, 
stakeholder accountability, and organizational tax compliance? 

To address these research questions, the remainder of the paper is organized as follows. Firstly, the 
literature review will focus on the interaction between corporate governance mechanisms and tax fraud, in 
addition to the effect of ESG governance. Secondly, the methodology section presents the qualitative research 
design, the process of data collection, and the analytical procedures. Finally, the findings and discussion 
sections present the empirical results and their theoretical and practical implications. 

II. LITERATURE REVIEW 

1.  INTERNAL CONTROL AND CORPORATE TAX FRAUD PREVENTION   
Internal control comprises the safeguards designed to prevent and detect tax fraud within companies. It 

encompasses all procedures and mechanisms implemented by an organization to ensure the reliability of 
financial and accounting information and to guarantee compliance with legal and tax obligations. Indeed, 
internal control systems primarily aim to enhance the reliability of organizational performance by fostering 
greater accountability among those responsible for producing and communicating information within the 
organization. Higher-quality financial information, produced in a timely manner, is positively associated 
with organizational performance and a company's ability to meet its revenue targets [9]. Furthermore, an 
effective internal control system helps prevent fraudulent behavior through the segregation of duties and 
the implementation of formalized procedures designed to reduce the manipulation of tax information. Work 
[10] highlight that the quality of internal control plays a decisive role in risk management and the functioning 
of financial markets. Indeed, internal control also plays a central role in detecting anomalies and tax 
irregularities notably through the reconciliation of accounting and tax data, the verification of tax returns, 
and the monitoring of discrepancies, which allows for the rapid identification of inconsistencies. 

Furthermore, the effectiveness of internal control relies heavily on support from senior management as 
well as the board of directors and the audit committee; these bodies constitute powerful governance 
mechanisms that ensure the smooth functioning of the internal control system particularly regarding the 
improvement of financial and non-financial information quality, the identification and monitoring of tax 
risks, and the prevention of tax fraud. Moreover, internal control must be linked with complementary 
mechanisms such as internal and external audits, whistleblowing systems, and staff training to foster 
cooperation among them. Indeed, [11] demonstrated that independence, competence, and management 
support can enhance the effectiveness of the audit and internal control functions, thereby limit tax risks and 
aid in fraud prevention. 

Regarding governance mechanisms designed to limit fraud risks within companies, findings [12] indicate 
that internal audit and sound governance practices play a positive and significant role in preventing fraud. 
Specifically, effective internal auditing helps strengthen control mechanisms, improve the detection of 
irregularities, and reduce opportunities for fraudulent behavior within organizations. Ultimately, preventing 
tax fraud depends not merely on the existence of internal control procedures, but above all on their 
effectiveness, independence, alignment with tax risks, and integration into the company’s overall 
governance framework. Consequently, effective internal control can serve as a powerful driver of tax 
compliance and help strengthen the transparency, accountability, and sustainability of a company's tax 
practices. 

Furthermore, [13] emphasize that companies should view both ESG ratings and the costs associated with 
internal control systems as strategic levers for enhancing tax compliance. The authors also highlight the 
importance of appropriately allocating resources to internal control activities in order to effectively integrate 
ESG issues into organizational processes and contribute to value creation. In this context, internal control 
serves as a primary assurance mechanism for integrating ESG criteria by fostering transparency, risk 
management, and stakeholder accountability. Along similar lines, [14] demonstrates that the authority of the 
tax administration and the quality of internal control are negatively associated with Value Added Tax (VAT) 
non-compliance. In other words, strengthening these mechanisms helps reduce instances of tax non-

https://doi.org/10.48161/qaj.v6n4a2661


 

 

QUBAHAN ACADEMIC JOURNAL 

VOL. 6, NO. 4, October 2026 

https://doi.org/10.48161/qaj.v6n4a2661 

 

 
87 

VOLUME 6, No 4, 2026  

 

compliance. The study also underscores the significant moderating role played by corporate governance in 
these relationships. Robust governance strengthens internal accountability mechanisms, improves the 
oversight of tax practices, and consequently fosters better VAT compliance. 

Before discussing the specific tax behavior examined in this study, it is important to distinguish among 
several closely related concepts that are sometimes used interchangeably in the literature. Tax fraud refers 
to deliberate and unlawful acts intended to deceive tax authorities, such as falsifying information, concealing 
taxable income, or deliberately submitting fraudulent tax declarations. Tax evasion similarly involves the 
illegal reduction or avoidance of tax liabilities through the concealment or misrepresentation of taxable 
activities or income. By contrast, tax avoidance generally refers to arrangements that exploit gaps, 
ambiguities, or differences in tax rules to reduce tax liabilities while remaining formally within the law. Tax 
aggressiveness describes the extent to which taxpayers or firms adopt particularly assertive strategies to 
minimize their tax burden, potentially approaching or crossing the boundary of acceptable tax behavior 
depending on the legal and institutional context. 

According to the fraud triangle theory, the commission of fraud generally relies on three main conditions: 
pressure, opportunity, and rationalization. From this perspective, ESG performance can play a significant 
role in reducing opportunities for fraud within companies. Indeed, a company that adopts robust ESG 
governance practices works to strengthen its governance mechanisms, transparency, organizational 
accountability, and control systems. Drawing on the fraud triangle theory, Wang, Chen, and Wang [15] 
demonstrate that ESG performance helps reduce corporate fraud through several mechanisms. First, it 
reduces fraud opportunities by enhancing information transparency. Second, it alleviates pressures that 
might foster fraud, notably by helping to ease financing constraints. Finally, it limits the rationalization of 
fraudulent behavior by increasing media attention and scrutiny. Thus, superior ESG performance can help 
reduce the overall risk of fraud by simultaneously addressing all three dimensions of the fraud triangle. 

Better ESG performance can therefore help create an organizational environment where opportunities for 
fraud are more limited. The presence of an active board of directors, an effective audit committee, oversight 
mechanisms, internal control procedures, and whistleblowing systems increases the likelihood that 
irregularities will be detected. Consequently, individuals have fewer opportunities to circumvent controls 
or conceal their actions. According to Nayyef [16], there is a positive relationship between ESG disclosure, 
tax planning, and governance quality among industrial companies in the Salah Al-Din governorate. This 
finding suggests that companies placing greater emphasis on communicating their environmental, social, 
and governance commitments also tend to develop more structured tax planning practices and higher-
quality governance. 

This relationship can be explained by the fact that ESG disclosure enhances corporate transparency and 
accountability. When information regarding ESG practices is widely communicated, stakeholders have 
greater opportunities to evaluate the company's conduct; this can encourage management to adopt tax 
practices that are more organized and aligned with governance objectives. Indeed, governance quality plays 
a significant role in this relationship. Effective governance mechanisms strengthen the oversight of 
managerial decisions, improve information transparency, and provide better guidance for tax-related 
decisions. Consequently, tax planning can be integrated into a strategic approach rather than being used 
merely as a means to circumvent tax obligations. 

2.  ESG GOVERNANCE AND CORPORATE TAX FRAUD 
It is widely recognized that taxation is no longer a technical and financial question, but rather a 

manifestation of the contribution of a firm to society. It shows to what extent the owners and managers are 
concerned about delivering value to society through paying their share timely and with the fixed amount 
that they are obliged. In fact, taxes represent a substantial share of states budgets and contribute directly to 
financing public goods, and, by engaging in aggressive tax behavior, firms may deprive them of these 
revenues and enhance their deficits. This conception of taxation role aligns with ESG perspective of 
maximizing value by avoiding behaviors like tax avoidance and international profit shifting. The empirical 
literature, however, remains nuanced concerning the relationship between the two concepts with the results 
varying depending on the context and the indicators used. Some studies findings a negative association 
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between ESG and tax avoidance [17-20], while other find no association [21, 22], making the view of ESG 
governance as a panacea for tax misconduct more nuanced. 

Practically, corporate disclosure is among the main mechanisms that contributes to information 
transparency. When the firm communicates more frequently and with specific metrics about it’s tax 
behavior, the concealment of tax-related activities becomes less viable, and they become more accountable 
to stakeholders of the decision they make. Work [23] finds that ESG disclosure is associated with less tax 
avoidance, especially when it includes tax related activities, lowering information asymmetry and increasing 
access to pertinent and updated information [24]. However, disclosure alone may not be sufficient as other 
corporate governance mechanisms are essential to ensuring tax fraud deterrence. This increase in 
requirement to divulgate sensitive tax-related information may lead to corporate decoupling where the 
discourse extols the benefits of tax compliance and ESG activities, while continuing to engage in aggressive 
tax strategies at the operational level, even leading firms to substitute these governance mechanisms with 
shallow disclosure to satisfy stakeholders. 

Other governance mechanism, concerning the board of directors, particularly its independence have 
negative impact on tax fraud. This characteristic limits the capacity of the managers and operational actors 
to engage in opportunistic behavior through enhanced oversight and financial reporting scrutiny. Li et al. 
[25] find that an increase in the independence of the board, as well as the audit committee is linked to less 
tax avoidance strategies. This committee has also a prominent role in ensuring sound management of tax 
related-activities as well as guiding managerial decisions due to its expertise, studies finding that financial 
expertise and tenue are both associated with less tax aggressive behavior [26]. Study [27] shows that 
narcissistic CEOs tend to be hindered in their goal of tax avoidance in the presence of a strong audit 
committee.   

The ESG committees have similar role in curbing tax avoidance through more transparency and 
consistency in disclosure. Their effectiveness also depends on the expertise, independence and authority that 
they are given, playing a supportive role for traditional corporate governance mechanisms. Practically, ESG 
governance can also have other aspects like the dissemination of ethical guidelines thought the company, 
compliance control and setting up whistle-blowing channels, research finding that an increase in ethics and 
compliance leads to a reduction in tax evasion [28]. Additionally, ESG governance enhances the engagement 
of stakeholders with the company’s tax policy through increased coverage and media exposure [29]. Through 
the lens of agency theory, ESG reduces information asymmetry between managers and owners, deterring 
them from tax planning activities and other opportunistic behaviors [30, 31]. Nevertheless, limited ESG 
governance can have limited effect on tax behavior if the principles are not applied correctly. Furthermore, 
studies have found that when firms establish a subsidiary in tax havens, they increase their investments in 
corporate social responsibility to hedge against the reputational risks of such action [32]. Therefore, ESG 
governance can reduce tax fraud by addressing the organizational forces that enable it. Specifically, ESG-
related disclosures, ethics and compliance mechanisms, stakeholder monitoring, and ESG committees can 
curtail the ability of the firm to conceal its fraudulent activity and increase the likelihood that the activity 
will be discovered with severe sanctions being imposed. However, these mechanisms will only be effective 
if they are substantive in nature rather than symbolic.  

III.  METHODOLOGY 

1. QUALITATIVE APPROACH 
The present study proposes an exploratory qualitative analysis to assess how Environmental, Social, and 

Governance (ESG) governance mechanisms and internal control contribute to the prevention of corporate 
tax fraud. Moreover, the study aims to identify why ESG principles and internal control mechanisms are 
implemented in the way they are, including the reasons why corporate tax fraud occurs in firms with 
extensive ESG governance and control systems. A qualitative study was selected because the relationships 
between ESG governance mechanisms, internal control, and corporate tax fraud are complex and 
multifaceted. Thus, semi-structured interviews can help extract in-depth information on how ESG 
governance mechanisms and internal control prevent corporate tax fraud and what the challenges in the 
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implementation of these mechanisms and systems are. Furthermore, the study hypothesizes that the primary 
reason why firms with formal ESG governance mechanisms and internal control continue to experience 
corporate tax fraud is managerial opportunism and decoupling, which are prominent in agency theory. 
Therefore, the study focuses on discussing factors that can prevent corporate tax fraud in firms, including 
the development of ethical corporate cultures, whistleblower policies, and control systems, the inclusion of 
tax-related ESG indicators, digitalization and AI utilization, tax auditing, and stakeholder accountability. 

2. DATA COLLECTION AND ANALYSIS PROCESS 

2.1. Instrument 
The data were collected using a semi-structured interview instrument. The questions were developed 

based on the conceptual framework and a thorough literature review on ESG, governance mechanisms, 
corporate tax fraud, agency problems, stakeholder accountability, and decoupling. The semi-structured 
format was selected to ensure uniformity among the questions and allow interviewees to expound on their 
visions and views regarding the implementation of ESG and internal control mechanisms and the challenges 
that firms face in combating corporate tax fraud. The questions were finalized after a pilot test to ensure that 
each question was clear and followed a logical order. 

Table 1. Interview guide questions. 

Interview questions 

1. In your opinion, to what extent does the integration of ESG principles into a company's governance influence its tax 

practices and decisions?  

2. Which ESG governance mechanisms seem most important to you to prevent or limit tax fraud practices within a 

company?  

3. 3What specific role does the internal control system play in detecting and preventing tax fraud risks?  

4.  How can the effectiveness of internal control reinforce or, conversely, limit the impact of ESG governance 

mechanisms on the company's tax behavior?  

5. What factors can explain why a company with formally developed ESG and internal control mechanisms still adopts 

fraudulent or non-compliant tax practices?  

6. In your opinion, how should ESG governance and internal control mechanisms evolve to sustainably improve tax 

fraud prevention? (Examples: executive responsibility, role of stakeholders, regulation, tax transparency, digitalization 

of controls, audit, tax-related ESG indicators). 

2.2. Sample screening 
A purposeful sampling method was used for this study because potential participants needed to have the 

required expertise on corporate tax fraud and governance mechanisms, such as ESG and internal control 
mechanisms. Thus, 15 potential participants were contacted, and 15 semi-structured interviews were held. 
The sample was diverse because it included financial executives and consultants, auditors and public 
auditors, accountants, one internal controller, and researchers and professors with extensive expertise in 
finance and taxation.  

The empirical study was conducted within the Moroccan institutional context. The participants were 
recruited from academic and professional environments directly or indirectly related to taxation, tax 
auditing, accounting, corporate governance, financial reporting, and organizational management. The 
manuscript now explicitly acknowledges that the sample of 15 participants limits statistical generalization 
while remaining appropriate for an exploratory qualitative investigation focused on specialized professional 
perspectives. Thus, the sample allows making comparisons among financial executives and consultants who 
are not directly involved in the auditing of corporations but provide consultancy services to firms that seek 
to prevent corporate tax fraud, accountants, and auditors who are involved in the direct examination of the 
financial statements of corporations to ascertain whether they follow the prescribed standards. As such, 
diversity was critical for this study because it would allow basing the findings on the consensus of the views 
of different participants.  
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To minimize the risk of confirmation bias, the analysis did not focus exclusively on statements aligning 
with the researchers' initial expectations. During the interviews and subsequent analysis, particular attention 
was paid to contradictory statements, alternative explanations, and negative or atypical cases. Participants 
were encouraged to elaborate on their views and to explain situations where the expected relationship 
between governance mechanisms, tax controls, and tax-related behaviors might not hold true. 

We compared the responses and professional profiles of the various participants rather than assuming 
that a single interpretation represented the entire sample. Divergent viewpoints were incorporated into the 
analysis when they shed relevant light on the phenomenon under study. This way, the findings will reflect 
the views of financial executives, accountants, and auditors who are directly involved in corporate tax 
behaviors and can offer reliable information on how ESG governance mechanisms and internal control 
mechanisms can be utilized to prevent corporate tax fraud. Voluntary participation was assumed because 
no monetary or other incentives were promised to the participants. Beforehand, the participants were 
informed about the goals of the study and the confidentiality of their information. In addition, their consent 
was obtained before conducting the interviews. The interviews were anonymized and uploaded into the 
qualitative software NVivo for coding and thematic analysis as described below. 

Semi-structured interviews were conducted between [04/2026] and [06/2026] with the 15 selected 
participants. Interviews were conducted through face-to-face meetings / online videoconferencing / a 
combination of both, depending on participants availability and logistical circumstances. Each interview 
lasted approximately [40–55] minutes, allowing participants sufficient time to elaborate on their professional 
experiences and perceptions. 

The interviews were conducted in French language with participants' consent; the interviews were audio-
recorded and subsequently transcribed verbatim. Where interviews were conducted in French, the relevant 
transcripts were translated into English for the purposes of analysis and presentation in the manuscript. 
Particular attention was paid to preserving the meaning and contextual nuance of participants' statements 
during translation. 

Table 2. Sample description. 

Participant ID Genre Profile Experience 

I1 Woman Financial Consultant 9 years 

I2 Man Financial Executive 8 years 

I3 Man Financial Executive 2 years 

I4 Woman Auditor 3 years 

I5 Man Financial Professor 15 years 

I6 Man Public Accountant 4 years 

I7 Man Public Auditor 7 years 

I8 Man Accounting Assistant 1 year 

I9 Woman Certified Public Accountant 14 years 

I10 Man Finance Researcher 8 years 

I11 Man Public Auditor 10 years 

I12 Woman Internal Controller 1 year 

I13 Man Financial Executive 15 years 

I14 Man Auditor 4 years 

I15 Man Tax Researcher 4 years 

3. DATA CLEANING AND THEMATIC STRUCTURE 
After the collection, Nvivo software was used to manage and store the qualitative data, conduct coding, 

and identify associations between themes and sub-themes as described below. A thematic analysis was 
conducted using a deductive approach to organize the raw data into essential categories. In other words, the 
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analysis aimed to detect patterns and themes in participants’ responses. After the initial coding process, the 
analysis proceeded to the next level, where the sub-themes were combined into overarching themes.  

The thematic structure resulted from an interaction between theory-informed and data-driven analysis. 
The theoretical framework provided initial sensitizing concepts concerning agency relationships, 
institutional arrangements, fraud risks, governance mechanisms, and stakeholder accountability. These 
concepts informed the development of an initial set of analytical categories. 

The codebook included such categories as the integration of ESG principles and corporate tax 
responsibility, the role of internal control in preventing tax fraud, the complementarity of ESG governance 
mechanisms and internal control systems, decoupling and managerial opportunism, and the role of ethical 
culture, accountability, digitalization and AI, auditing, and ESG tax indicators in tax fraud prevention. As 
such, the themes were identified based on the similarities among the codes and the research questions. After 
coded items were analyzed by the researchers, the following five themes emerged: the integration of ESG 
principles and corporate tax responsibility, the role of internal control in preventing tax fraud, 
complementarity of ESG governance mechanisms and internal control systems, decoupling and managerial 
opportunism, and the role of ethical culture, accountability, digitalization and AI, auditing, and ESG tax 
indicators in tax fraud prevention. 

Several procedures were adopted to strengthen the trustworthiness of the qualitative findings. Credibility 
was supported through prolonged engagement with the interview material, comparison of responses across 
participants and professional groups, iterative coding, and consideration of contradictory and negative cases. 
Dependability was enhanced through a systematic analytical procedure in which the coding framework, 
definitions of codes, and thematic structure were progressively reviewed and refined. Confirmability was 
addressed through researcher reflexivity and by grounding interpretations in the participants' accounts 
rather than in researchers' expectations alone. Finally, transferability was supported by providing sufficient 
contextual information concerning the Moroccan institutional setting, participant characteristics, 
professional backgrounds, and research procedures.  

IV.  RESULTS 
Figure 3 highlights the main identified thematic clusters in the experts' interviews composed of the shift 

toward sustainable taxation, the operational role of internal control, the decoupling paradox, and the future 
socio-technical landscape driven by digitalization. It uncovers the underlying process of integrating 
Environmental, Social, and Governance (ESG) principles into corporate tax practices to facilitate sustainable 
tax audits. We can see the complexity of the governance process that doesn’t rely solely on formal ESG 
commitments but extends to the rigorous application of internal controls and the mitigation of managerial 
opportunism, mechanisms that should be balanced to derive reliable tax data for audits. 

 

 

 

 

 

 

 

FIGURE 1. Hierarchy of themes . 
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This cluster shows the greatest convergence among the experts. It highlights the primary thematic areas 
that describe the ESG tax governance process and its implications on sustainable tax audits. Starting with the 
paradigm shift towards tax responsibility, the fundamental necessity of internal control systems, the 
challenges related to financial pressures, and the solution in terms of transparent KPIs and artificial 
intelligence. This highlights the prominent role of control and technology in the expert discourse, especially 
AI as a tool that could increase objectivity and real-time oversight during audits. 

 

 

 

 

 

FIGURE 2. Hierarchical diagram of the governance mechanisms. 

The experts highlight that the integration of ESG principles is directly associated with a shift in how 
taxation is perceived by the board of directors and executives, transitioning from a mere cost to a societal 
duty: “I think the integration of ESG principles changes the very vision of tax by the company, which 
becomes less of a burden and more of an active contribution to society and economic life.” (I.15) 

“Taxation would no longer be perceived solely as a financial constraint to optimize but also as a 
responsibility related to the company's contribution to financing public services...” (I.12) 

The interviewees report that the integration of these principles triggers behavioral reactions that prioritize 
long-term sustainability over aggressive short-term financial management. The board of directors plays a 
key role in balancing these objectives: “On the governance level, the board of directors must ensure that tax 
and financial decisions respect applicable rules... The objective must therefore not be solely to reduce the tax 
burden, but to seek a balance between optimization, compliance, and tax responsibility.” (I.8) 

 

 

 

 

 

 

 

FIGURE 3. Hierarchy of themes of the ESG integration and tax responsibility. 

This theme highlights the operational tools necessary to enforce ESG commitments. The experts 
interviewed emphasized that the specific implementation of internal control procedures serves as the 
primary frontline factor capable of ensuring data reliability for sustainable tax audits: “The internal control 
system plays a central role in preventing, detecting, and controlling tax fraud risks, through the segregation 
of duties... and accounting reconciliations.” (I.7) 
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“The internal control system is the first degree of control before internal and external audits and helps 
secure the company's assets against all types of tax fraud practices... through tools such as the segregation of 
duties matrix.” (I.10) 

 

 

 

 

 

 

 

 

 

 

 

 

FIGURE 4. Hierarchy of themes of challenges, risks and persistence of fraud. 

This cluster focuses the vital interdependence between high-level ESG governance and frontline 
operations. The experts pointed out that one cannot function without the other; internal control acts as the 
concrete translation of ethical policies: “Governance may decide that tax transparency and ethics are 
important, but then procedures and controls are needed for these principles to be truly applied. For example, 
if a company claims to have a policy against fraudulent practices, but there is no control to verify tax 
operations, the principle remains essentially theoretical.” (I.12) 

“It thus constitutes a link between ESG governance and the actual practice of the company, particularly 
in terms of compliance and tax responsibility.” (I.8) 

Furthermore, a robust internal control system is essential to prevent corporate hypocrisy during tax 
audits: “An effective internal control ensures a rigorous and operational application of ESG principles... It 
also guarantees data reliability, thus avoiding reporting erroneous information about the real situation and 
practices such as greenwashing.” (I.15) 

 

 

 

 

 

 

 

FIGURE 5. Hierarchy of themes of the synergy between internal control and ESG. 
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This thematic cluster describes the deep institutional friction reported by experts regarding the 
decoupling between formal ESG policies and actual corporate practices. Participants stated that because of 
intense pressure for financial performance and internal conflicts, companies often maintain hidden, 
aggressive tax strategies: “Conflicts of interest and agency problems: some executives or managers may 
pursue their personal interests despite the company's ESG policies.” (I.7) 

“There can indeed be a gap between the formally implemented mechanisms and their actual application. 
In my opinion, this is one of the main problems resulting from the effects of managerial opportunism and 
conflicts of interest.” (I.9) 

They note that managerial opportunism raises risks for the audited entity, making formal ESG 
commitments merely a marketing facade rather than an auditable reality: “It's a paradox linked to pressures 
and executive opportunism. A company might indicate that it practices ESG policies to gain legitimacy, but 
in reality, it's just external marketing.” (I.15) 

 

 

 

 

 

 

 

 

 

 

FIGURE 6. Hierarchy of themes of digitalization and ethical culture. 

This theme focuses on the structural changes and technological solutions required to improve sustainable 
tax audits in the long term. The participants identified digitalization and specific tax KPIs as direct 
mechanisms to de-escalate the risks of fraud and managerial decoupling: “This requires... relying on artificial 
intelligence tools to predict tax risks before tax fraud is detected.” (I.10) 

“We need greater use of artificial intelligence and data analysis to automatically detect tax anomalies and 
irregularities.” (I.7) 

In addition to predictive technology, the experts advocate for the standardization of purely tax-related 
ESG metrics to transform these ethical commitments into enforceable constraints: “I think ESG indicators 
should, for example, evolve to encompass taxation with criteria such as tax disputes by country or the 
effective tax rate paid.” (I.15) 

V.  DISCUSSIONS 

1.  ESG PRINCIPLES AND CORPORATE TAX RESPONSIBILITY 
Corporate Tax Responsibility and ESG governance are increasingly viewed as complementary 

dimensions of corporate governance. ESG governance is grounded in principles of transparency, ethics, and 
accountability across environmental, social, and governance domains. Meanwhile, tax responsibility reflects 
a company's commitment to adopting tax practices that are fair, transparent, and compliant with both the 
letter and the spirit of the law thereby transcending mere legal compliance. Consequently, integrating ESG 
principles into governance mechanisms can foster the adoption of more prudent and responsible tax policies 
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while curbing aggressive tax optimization strategies that could damage the company's reputation and 
undermine stakeholder trust. 

Against this backdrop, Al-Khleifat et al. [33] analyze the determinants influencing tax decision-making 
in Jordan from the perspectives of income tax and sales tax auditors. Their findings highlight the impact of 
both internal and external factors on tax audit practices and taxpayer behavior. Key factors include auditor 
independence, professional experience, and the level of taxpayer awareness, all of which play a pivotal role 
in tax-related decisions. The authors emphasize the need to enhance professional training for auditors, 
ensure their independence, and improve taxpayer education and awareness to promote greater 
transparency, fairness, and efficiency within the tax system. 

In this context, taxation can be viewed as an indicator of the quality of a company’s overall governance, 
particularly regarding the effectiveness of oversight and control bodies such as the board of directors and 
the audit committee. Effective governance strengthens the supervision of tax-related decisions and curbs 
behaviors that could increase the company’s exposure to tax risks. Furthermore, governance exerts a more 
direct influence on tax risk management specifically through board independence, the effectiveness of the 
audit committee, and the quality of internal control systems [34, 35]. These mechanisms help improve the 
monitoring of tax practices, the reliability of financial information, and the transparency of management 
decisions. Thus, ESG practices can contribute to strengthening tax compliance and enhancing the quality of 
corporate governance. This relationship aligns with existing literature, which suggests that superior ESG 
performance is associated with reduced tax fraud and improved corporate compliance behavior. 
Environmental and social dimensions can indirectly influence tax behavior by fostering an organizational 
culture rooted in ethics and responsibility, whereas governance mechanisms exert a more direct influence 
on tax risk control, transparency, and management accountability. 

2.  THE ROLE OF INTERNAL CONTROL IN TAX GOVERNANCE 
Implementing effective internal control systems enables companies to reduce agency conflicts and better 

align the objectives of executives with those of shareholders [36]. From this perspective, high-quality internal 
control can strengthen executives' incentives to employ tax planning strategies [37]. Furthermore, robust 
internal control mechanisms facilitate the flow and sharing of information across various corporate 
functions, thereby enhancing the efficiency of tax strategy implementation and potentially fostering 
corporate tax avoidance behaviors [38]. Work [39] support a similar perspective by showing that a high-
quality internal information environment can facilitate coordination across organizational functions and 
enhance firms’ ability to implement tax planning strategies. 

Some studies highlight an inverse relationship between internal control and tax avoidance. Gleason et al. 
[40] emphasize that tax avoidance strategies often rely on close coordination among the various components 
of internal control systems. Consequently, standardized and rigorous internal control mechanisms can curb 
particularly aggressive tax avoidance practices. Similarly, Gallemore and Labro [39] demonstrate that 
internal controls aimed at ensuring compliance with laws and regulations contribute to operational stability 
and help mitigate the legal and reputational risks associated with aggressive tax strategies, thereby 
protecting investor interests. 

From an information economics perspective, firms with weak internal control systems generally exhibit 
lower levels of governance efficiency and transparency. In this context, managers may exploit information 
asymmetries to make decisions that could compromise the firm's long-term interests. Conversely, firms with 
robust internal control systems place greater emphasis on risk management in their tax decision-making, 
which can help preserve and enhance firm value [41]. To improve internal control effectiveness, 
organizations should strengthen managerial support, allocate adequate resources, enhance 
interdepartmental communication, and ensure the effective implementation of audit recommendations [42]. 
Furthermore, [11, 43, 44] suggest that robust corporate governance and high-quality audits can effectively 
mitigate tax-risk practices among Moroccan listed firms by strengthening oversight, transparency, and 
accountability. 

In the absence of sufficient institutional and organizational constraints, tax planning can evolve into 
practices that potentially harm investors' interests. In companies characterized by weak internal controls, 
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inadequate information disclosure and feeble oversight mechanisms may encourage executives to prioritize 
aggressive tax avoidance strategies to achieve short-term gains, at the expense of long-term value creation. 
Furthermore, financial markets may interpret certain tax avoidance behaviors as a negative signal potentially 
increasing stock price volatility or triggering capital outflows thereby reducing the firm's value [45]. 

In this context, strengthening tax administration can help offset certain governance deficiencies stemming 
from flawed internal control systems. More effective tax oversight can thus foster better corporate 
governance, enhance the quality of financial reporting, and curb opportunistic tax behaviors. The 
effectiveness of this external oversight nevertheless depends on multiple organizational and auditor-related 
determinants that shape tax audit performance [46]. 

3.  MANAGERIAL OPPORTUNISM AND THE LIMITS OF ESG POLICIES 
The results highlight the limits of ESG mechanisms in fortifying corporate responsibility related to tax 

behavior. The interviewees stress the potential mismatch between disclosure and effective ESG 
implementation; this relates to the gap between the policies formulated by the management in corporate 
disclosure and the operational and daily practices. In the presence of strong pressure toward aggressive tax 
behavior, managers tend to prioritize short-term gains rather than compliance to ESG values and 
transparency principles, despite their importance in fostering public and investors' trust. Through the lens 
of the agency theory, this can be explained as managers holding more information about the true situation 
of the company than external stakeholders. Their opportunism can emerge when there is a need for arbitrage 
between minimizing tax liabilities and long-term objectives, which they may not benefit from during their 
mandate.  

This is due to the misalignment between the company’s goals and managerial incentives that are mostly 
based on financial metrics and objectives. Prior research supports this point, with incentive-driven 
managerial behaviors leading to tax-aggressive behavior when their discretion is high [31], creating 
informational opacity and exacerbating agency costs [30]. Study [27] find similar results with personal 
characteristics and environment interaction leading to issues related to tax planning, especially when these 
mechanisms are ineffective. This is due to the structural misalignment of these goals, and as long as 
managerial incentives are based on profits, cash flow, or costs, the temptation to evade will be present, with 
interviewees suggesting that the structural issue is related to a lack of reconciliation between these divergent 
goals. Recent qualitative evidence from Morocco similarly indicates that managerial psychological 
characteristics, cognitive processes, and contextual factors can shape executives’ propensity to engage in 
aggressive corporate tax behavior [47]. 

In the institutional theory perspective, interviewees highlight that the drivers of ESG governance stem 
from the company’s goal to attain legitimacy in the eyes of external stakeholders by disclosing their strict 
adherence to ESG principles while having limited implementation; it is the decoupling effect where 
formalism is more pronounced than true operational practice, often to satisfy stakeholders. This is especially 
relevant in the context of tax behavior, as it’s often difficult to control and is subject to managerial discretion. 
ESG governance may serve as a shield that hides malpractice, with interviewees suggesting that it may be 
used to show an image of compliance and sound corporate behavior in the eyes of the public, portraying a 
positive image of the company. Authors like Col and Patel [32] found that in the context of the rise of tax 
havens, some companies resort to CSR activities to hide potential reputational damage. 

Furthermore, the theory can also explain the failure of ESG governance goals due to the lack of external 
oversight, with interviewees asserting that this governance largely depends on organizational culture and 
implemented guardrails. Work [28] find similar results and that organizational ethical culture impacts tax 
evasion level, aside from formal auditing mechanisms. The findings highlight that ESG governance may fail 
if it’s not deeply embedded in the firm's culture and aligned with the objectives and goals of management, 
and the sole presence of ESG committees and reporting is not sufficient to prevent corporate tax misbehavior, 
leading to a decoupling effect where the ESG is more symbolic than truly practiced. 
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4.  ETHICAL CULTURE, WHISTLEBLOWING, ENFORCEMENT AND DIGITALIZATION IN PREVENTING 

CORPORATE TAX FRAUD 
The paper’s findings highlight the importance of ESG governance and internal control in reducing 

corporate tax fraud opportunities and ensuring compliance. Among the main mechanisms used to bolster 
the ethical culture in firms is the formalization of whistleblowing and accountability mechanisms in parallel 
with strong corporate governance. These factors help to attain rigorous oversight due to the limits of formal 
structures in ensuring the monitoring of managerial and taxation behaviors effectively. First, ethical culture 
in firms ensures that all employees and managers are knowledgeable and follow ESG objectives in their daily 
activities and when setting up financial reporting.  

This is crucial as the financial practices of firms are mainly guided by their leadership vision; if they are 
not based on clear ethical guidelines, they may lead to tax planning or fraud in order to attain performance 
objectives, prompting employees to follow their own interests, with studies finding that ethical corporate 
culture is significantly associated with lower tax evasion levels [28]. This aligns with the fraud triangle 
theory, where the act of fraud is guided by the perception of the opportunity and the rationalization of the 
act. ESG governance reduces the first part by enhancing transparency and bolstering external oversight, 
acting as a deterrent and making the act of fraud less attractive [15]. 

This transparency is also enhanced with internal mechanisms for divulgating malpractice by the firms’ 
employees, enhancing management accountability and providing alternative oversight mechanisms. 
Whistleblowing ranks among the main channels for ensuring the practical implementation of ethical 
guidelines that remain conceptual, consistent with classic whistleblowing research [48, 49]. The 
whistleblower detects violations of internal control mechanisms and limit managerial opportunism for 
engaging in tax fraud. This is especially effective with employees who prepare financial reporting and taxes, 
because they have unique information about the true situation of the firm, and they may be crucial in limiting 
information asymmetry. However, the effectiveness of this mechanism rests on the organization's ability to 
take their report seriously, protect the whistleblower, and independently investigate the detected fraud by 
triggering independent oversight mechanisms to look into the violations. Work [27] find with international 
evidence that narcissism among CEOs is associated with more aggressive tax strategies, whereas the strength 
of the audit committee moderates this relationship. Work [26] show that the expertise and experience of 
oversight structures is negatively associated with the opportunistic behavior of leadership. Consequently, 
the integrity of the decision-making mechanisms within firms can be strengthened to prevent tax fraud by 
enhancing the accountability of managers through independent oversight structures.  

Furthermore, the sanctions of fraudulent behavior also have to deter the potential benefits of fraud, with 
the disciplinary measures being at the same proportion of the detected violations, reducing the attractiveness 
of such behavior. This is further enhanced with the implementation of digitalization through all of the 
company’s processes, especially in its governance structures. It allows for continuous auditing with real-time 
information about financial metrics being available to the board of directors and audit committee, who take 
practical and effective measures to mitigate potential fraudulent behaviors. This shows the necessity to 
develop both formal and informal mechanisms to ensure tax compliance and mitigate managerial 
opportunism. In the Moroccan context, digital transformation reshapes auditors’ methods and practices and 
can support improvements in audit quality [50, 51]. Artificial intelligence can further strengthen fraud 
prediction, financial risk assessment, and audit targeting, although its governance potential depends on 
balancing predictive performance with explainability, fairness, taxpayer trust, and due-process 
considerations [52, 53]. 

VI.  CONCLUSION 

This study aimed to explore how ESG governance and internal control mechanisms could work together 
to prevent companies’ tax fraud and improve tax behavior. The results of the study make it possible to 
conclude that these two factors contribute to the enhancement of corporate tax compliance only if they are 
designed and implemented in a coordinated manner. First of all, the interview results showed that the 
integration of ESG principles into corporate taxation practices could help to improve the perception of 
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taxation in society. The participants in the study pointed out that ESG principles could help to move from 
the perception of taxes as expense to the understanding of taxation as the company’s economic responsibility. 
At the same time, it was stressed that this transformation will be effective only if ESG principles are translated 
into specific tax-related governance and control mechanisms. Second, the participants emphasized that the 
current internal control mechanisms are not sufficient to ensure tax compliance and prevent tax fraud. They 
stressed that such preventive measures as segregation of duties, reconciliation of accounting and tax 
statements, reliable information management systems, and effective auditing contribute to tax compliance. 
Third, the study identified the possibility of the “decoupling” of ESG practices from actual company 
behavior, which might lead to undesirable tax behaviors.  

The results of the study revealed that ESG principles and internal control mechanisms should work 
together to ensure tax compliance and prevent tax fraud. They also showed that the current internal control 
system has considerable limitations in terms of ensuring tax compliance. As a result, ESG governance 
mechanisms should be accompanied by the improvement of internal control, ethics, and accountability 
mechanisms. Moreover, ESG governance and internal control mechanisms should work together to reduce 
the moral hazard problem. The study showed that such factors as whistleblower policies, independent 
auditing, effective sanctions, and managerial responsibility play an essential role in reducing tax fraud and 
tax avoidance.  

The implementation of ESG-related indicators also helps to ensure accountability and measure tax 
performance. Artificial intelligence technologies contribute to the effectiveness of monitoring and controlling 
mechanisms in terms of detecting tax fraud and tax avoidance. Fourth, the results of the study showed that 
the ESG principles and internal control mechanisms should work together to ensure tax compliance and 
reduce tax fraud and avoidance. They also demonstrated that companies’ tax behaviors are influenced by a 
variety of interrelated factors. Thus, the integration of ESG governance and control factors into the tax 
management system is needed to transform the system into a new framework. Fifth, the results of the study 
also contribute to the theoretical foundation of corporate tax fraud and compliance, as they offer new 
perspectives on the connection between ESG governance, internal control, and tax compliance.  

The study has several limitations, as it was based on a relatively small sample of participants. In addition, 
the research methodology used in the study is suitable for the generation and illustration of theories rather 
than the testing of these theories. Therefore, the study could be extended by conducting quantitative studies 
that would operationalize the key findings and test them against a large body of data. Further studies are 
needed to test the applicability of the findings obtained within the framework of this study to specific 
populations and contexts.  

Such populations include firms with different levels of ESG maturity and internal control capabilities. 
Further scientific research in the field could be focused on studying the differences in the relationship 
between ESG governance and internal control, tax compliance, and tax fraud. One of the future research 
priorities is to determine how the application of artificial intelligence in accounting contributes to the 
prevention of tax fraud and compliance. Another priority is to test the feasibility of introducing standardized 
ESG-related indicators to measure corporate tax responsibility. These indicators will help to distinguish 
between superficial and substantial ESG practices and demonstrate how these practices correlate with tax 
behaviors.  

This study aimed to explore the way ESG governance and internal control mechanisms could work 
together to prevent company’s tax fraud. The results of the study revealed that ESG governance and internal 
control mechanisms contribute to the prevention of tax fraud if they work together to improve tax 
accountability and compliance. First of all, the integration of ESG principles into corporate taxation practices 
helps to transform taxation into a feature of the company’s economic responsibility. The study also revealed 
that the prevention of corporate tax fraud and the achievement of tax compliance require an improvement 
of all existing governance and control mechanisms. In addition to enhancing the traditional mechanisms of 
tax control and governance, such as independent auditing and segregation of duties, companies should also 
invest into the development and improvement of monitoring systems, ESG-related whistleblowing 
mechanisms, and digital technologies. These transformations will ensure tax compliance and help to prevent 
tax fraud, tax avoidance, and other undesirable tax behaviors. 
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