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Abstract

Purpose: The primary Purpose of the present research was to investigate the direct effect
of labor costs on tax avoidance and the quality of financial and non-financial reporting. The
secondary Purpose is to examine the indirect effect of labor costs on tax avoidance through
the mediating role of financial and non-financial reporting quality.

Method: To test the hypotheses, a sample of 105 companies over the period 2012-2021
was selected. Panel data regression analysis was used to analyze the data and examine the
results.

Results: The results indicated that labor costs improve the quality of financial and non-
financial reporting. Furthermore, by enhancing reporting quality, labor costs indirectly
decrease tax avoidance, although they do not directly affect tax avoidance.

Conclusion: The quality of financial and non-financial reporting mediates the relationship
between labor costs and tax avoidance.

Contribution: In addition to addressing the existing research gap, as this issue has not been
previously investigated, this study highlights the importance of a company's entire labor
force, not just the finance staff, in improving reporting quality. It emphasizes the role of the
workforce in curbing tax avoidance.
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