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The impact of firm characteristics on tax
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The impact of firm characteristics on tax
avoidance practices of digital companies

under the digital tax transformation.
Prof. Dr. El Shawarby M. A. & Dr. El Kassas H. A,

Faculty of Management and International Economy, El Saleheya
El Gadeda University, El Sharqia, Egypt

Purpose: This study aims to analyze the impact of digital firm
characteristics on tax avoidance practices within the Egyptian business
environment, comparing the periods before and after the implementation of
digital tax transformation. It further seeks to examine how firm-specific
attributes — such as profitability, size, and financial leverage — influence
tax compliance levels under electronic taxation systems.

Design/Methodology/Approach: The study adopts an analytical and
empirical approach, using a sample of companies operating in the
telecommunications, media, and information technology sectors listed on the
Egyptian Stock Exchange during the period 2016-2023. Multiple regression
analysis and the Paired Samples T-Test were employed to assess variations
in tax avoidance practices before and after the adoption of digital tax
transformation systems.

Findings: The results reveal that firm profitability and size had a positive
and significant effect on tax avoidance practices before digital tax
transformation. However, this effect declined or reversed following the
adoption of digital taxation systems, indicating higher transparency and
stricter oversight. In contrast, financial leverage became a more influential
factor after the transformation, being associated with increased tax avoidance
in the absence of strong monitoring of financing structures. Furthermore, the
Paired Samples T-Test showed no significant differences in overall tax
avoidance rates before and after digitization, except for the leverage variable.

Originality/Value: This study is distinctive in its focus on the relationship
between digital tax transformation and firm characteristics within the
Egyptian context. It is among the first to compare pre- and post-digitization
periods in emerging markets. The findings provide practical insights for
enhancing legislative and regulatory frameworks and strengthening digital
analytics tools to combat complex tax planning practices.

Keywords: Digital Tax Transformation — Tax Avoidance — Digital Firm
Characteristics — Financial Leverage — Firm Size — Profitability.
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multiple perspectives and mechanisms
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The Impact of Digital Transformation on Corporate Tax Avoidance:
Evidence from China
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