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Abstract: With the deepening global digital transformation, companies are increasingly relying on new technologies
and innovative models in their operations to enhance competitiveness and reduce operational costs. At the same time,
the impact of digital transformation on corporate tax avoidance behavior has gradually become a topic of growing
interest among academics and policymakers. This study aims to explore how digital transformation influences corporate
tax avoidance behavior by enhancing information transparency, optimizing tax management, and applying advanced
technologies such as big data and artificial intelligence. Through a review of relevant literature and formulation of research
hypotheses, this paper further analyzes the impact of digital transformation on multinational corporate tax planning
and cross-border tax avoidance strategies. The research suggests that while digital transformation can significantly
reduce opportunities for tax avoidance, it may also introduce new compliance risks. Finally, this paper offers policy
recommendations to help governments and companies address tax challenges in the process of digital transformation and

achieve more transparent and efficient tax management.
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1. Introduction

As the digitalization of the global economy accelerates, digital transformation has become an essential
development trend across industries. Especially in corporate management and operations, digital transformation has
brought profound changes, with businesses widely adopting technologies such as cloud computing, big data, and
artificial intelligence to optimize resource allocation and business processes. However, the widespread application
of digital transformation not only enhances corporate productivity and competitiveness but has also sparked new
discussions about tax avoidance behavior. In the context of globalization, especially among multinational companies,
tax avoidance strategies have become more complex and covert as they leverage digital means to engage in tax

planning across multiple countries and regions, presenting unprecedented challenges for tax regulators worldwide.
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Tax avoidance refers to the behavior where companies use legal or gray methods to reduce their tax liabilities,
typically operating in a gray area between legal and illegal practices. Traditionally, tax avoidance mainly relied on
exploiting loopholes in tax laws and strategies like transfer pricing. However, as digital transformation progresses,
companies can now conduct more precise tax planning and optimize their tax compliance processes through
information technology, which in turn influences their tax avoidance behavior. The application of digital technologies,
such as big data analytics and artificial intelligence, has not only changed how businesses operate but has also
introduced new opportunities and challenges for tax management and supervision. Therefore, exploring how digital

. . . . . 1
transformation impacts corporate tax avoidance behavior has become an urgent issue .

2. Literature review

2.1. Overview of digital transformation
Digital transformation refers to companies’ use of information technologies and digital tools to optimize and
restructure their business processes, organizational structures, products, and services to enhance operational

efficiency and achieve strategic goals !

. With the rapid development of technologies like big data, cloud
computing, artificial intelligence, and the Internet of Things, digital transformation has not only changed how
businesses operate but has also driven profound changes in industrial structures. Academics widely agree that
digital transformation is a key way for companies to adapt to global competition and market changes, improving
their innovation capabilities and operational efficiency. During the digital transformation process, companies
typically redefine their business models by introducing digital platforms, smart devices, and data-driven decision
support systems. By optimizing production processes, strengthening customer relationship management, and
improving supply chain efficiency, companies can reduce production costs and optimize resource allocation.
Digital transformation involves not only technological updates but also comprehensive changes to corporate
culture, management models, and strategic direction. Scholars suggest that digital transformation helps
businesses gain a competitive advantage in a highly competitive market, improving flexibility and responsiveness
to enhance market competitiveness. However, the implementation of digital transformation is not instantaneous;
it requires cross-departmental coordination and significant resource investment. During the transformation
process, companies must address challenges related to technological innovation, data security, privacy protection,
and employee skill training. Despite these challenges, an increasing number of companies recognize that digital
transformation is not only an inevitable trend of technological development but also a crucial way to achieve
sustainable development and strengthen core competitiveness. Numerous studies show that digital transformation
significantly enhances a company’s innovation capacity, customer experience, and operational efficiency,
bringing long-term competitive advantages. In the field of international business and economics, research on
digital transformation has expanded from exploring technological applications to analyzing its multifaceted
impacts on corporate business models, market strategies, and organizational structures. An increasing number
of studies have discussed the profound effects of digital transformation on corporate strategic decision-making,
organizational structure, employee collaboration, and external market competitiveness, pointing out that while it
improves internal management efficiency, it also introduces new regulatory challenges, such as tax compliance
issues. The widespread use of digital technologies, particularly among multinational companies, has created new
complexities for tax management, and related research is gradually focusing on analyzing the potential impact of

digital transformation on corporate tax strategies and tax avoidance behaviors .

159 Volume 6; Issue 12



2.2. Research on tax avoidance behavior

Tax avoidance refers to the behavior in which companies legally exploit loopholes or imperfections in tax laws
to reduce their tax liabilities. Unlike tax evasion, which involves illegal actions, tax avoidance operates within
the bounds of the law, using measures to reduce or defer tax obligations *. Traditionally, tax avoidance has been
achieved through strategic tax planning, such as utilizing different tax brackets, tax incentives, or transfer pricing
to avoid taxes. Although tax avoidance is legal, it often raises concerns about the fairness of the tax system
and tax compliance. Over the past few decades, academic research on tax avoidance has primarily focused on
how companies use transfer pricing, capital structure adjustments, tax havens, and other strategies to exploit
asymmetries in international tax laws to avoid taxes. For instance, multinational corporations use their global
operating structures and tax rate differences between countries to transfer profits to low-tax jurisdictions, thus
reducing their tax burdens. This cross-border tax planning behavior has been widely discussed, particularly in
the context of OECD (Organization for Economic Co-operation and Development) and G20’s anti-tax avoidance
initiatives. In recent years, research on tax avoidance has gradually shifted towards changes in the context of
digitalization. With the widespread use of information technology and data analysis tools, companies can now
conduct tax planning and risk management more efficiently, enabling complex tax strategies on a global scale.
Some studies suggest that digital transformation provides companies with more means to avoid taxes, such
as through multinational data-sharing platforms and cloud services, allowing businesses to easily reallocate
profits globally and engage in base erosion and profit shifting (BEPS). Moreover, the application of digital tools
allows companies to engage in tax avoidance in a more transparent environment, increasing the difficulty of tax
management and regulation . Existing studies also reveal the impact of tax avoidance on corporate behavior,
including its potential effects on corporate governance, shareholder returns, and social responsibility. Scholars
generally believe that while tax avoidance may improve a company’s financial performance in the short term,
in the long run, such behavior may undermine corporate social responsibility and public image, and even lead
to legal and reputational risks. Furthermore, studies indicate that tax avoidance behavior is closely related to
a company’s governance structure and managerial decisions, with strong corporate governance effectively
reducing tax risks and enhancing tax compliance. Overall, research on tax avoidance behavior not only covers
how companies use tax law loopholes for legal tax planning but also extends to how emerging technologies are
used to conduct cross-border tax planning in a globalized and digitalized environment. As digital transformation
accelerates, corporate tax avoidance behavior has become more complex, posing unprecedented challenges for
regulatory authorities. Therefore, further exploration of the impact of digital transformation on corporate tax
avoidance behavior has become an important topic in contemporary tax research .

2.3. The relationship between digital transformation and tax avoidance

The relationship between digital transformation and corporate tax avoidance behavior has become an increasingly
important topic of academic and policymaker interest. With the widespread use of digital technologies such as
big data, cloud computing, and artificial intelligence, the way companies manage their business operations and
tax affairs has profoundly changed. These technologies not only improve corporate management efficiency and
market competitiveness but also to some extent alter corporate tax avoidance strategies. Digital transformation
presents new opportunities but may also introduce new risks, challenging traditional tax planning and regulatory
methods . Firstly, digital transformation provides companies with more tools for tax planning, especially in the
area of cross-border tax management. Through cloud platforms and big data analysis, multinational corporations
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can conduct more flexible global tax planning and profit shifting. For instance, with the help of big data,
companies can more precisely grasp the financial situation and tax burdens of their global operations, allowing
them to optimize resource allocation and tax structures. This enables businesses to engage in more efficient tax
avoidance by taking advantage of tax policy differences and rate disparities across multiple countries and regions.
This process is often conducted within legal boundaries, maximizing tax savings through legitimate tax avoidance
measures. However, while these actions are legal, they may lead to base erosion and tax inequity, raising concerns
from governments and society. Secondly, digital technologies have enhanced information transparency, making
tax regulation more complex. This transformation not only provides better visibility of corporate operations and
tax strategies but also complicates enforcement, as companies may employ more sophisticated digital methods
to avoid taxes. This change calls for new approaches in tax policy, focusing on balancing the benefits of digital

transformation with the need for robust and effective tax compliance mechanisms .

3. The impact mechanism of digital transformation on tax evasion behavior

3.1. Information transparency and technology adoption

Digital transformation has a profound impact on corporate tax evasion behavior by enhancing information
transparency and promoting technology adoption. Information transparency and technology adoption are
two key factors in digital transformation, which not only improve operational efficiency but also change tax
administration and compliance models, thereby directly or indirectly affecting tax evasion behavior. Firstly,
information transparency is one of the key features of digital transformation. With technologies like cloud
computing, big data, and blockchain, corporate financial and tax information has become more real-time,
comprehensive, and transparent. This high level of information transparency enables tax authorities to more
efficiently monitor corporate tax activities, reducing the space for tax evasion. For example, by using digital
tools to generate and share financial reports, tax authorities can access real-time business conditions and tax data
from companies, improving the accuracy and efficiency of tax audits. For businesses, increased information
transparency means that their tax evasion behavior is more likely to be exposed, encouraging greater attention to
tax compliance and reducing unnecessary tax risks. Secondly, technology adoption further accelerates the impact
of digital transformation on tax evasion behavior. By adopting advanced digital technologies such as artificial
intelligence, machine learning, and automation tools, companies can more precisely plan taxes and manage risks.
Through big data analytics, businesses can monitor changes in global tax environments in real-time and adjust
their tax strategies accordingly. The introduction of technology not only enhances decision-making capabilities
but also improves global tax compliance. For example, multinational corporations can optimize tax planning
across multiple countries using data-sharing platforms and smart tax systems, reducing the possibility of cross-
border tax evasion. However, although digital transformation promotes information transparency and technology
adoption, it may, in some cases, provide new avenues for corporate tax planning. After adopting advanced
technologies, companies may engage in more complex tax structures and transfer pricing strategies to evade
taxes. These emerging tax evasion methods may be difficult for traditional tax audits to detect. Therefore, while
digital transformation has increased tax transparency, it has also provided businesses with more tax planning
tools, which may, in some cases, lead to new forms of evasion behavior. Overall, the impact of information
transparency and technology adoption on corporate tax evasion behavior during digital transformation is dual in
nature. On the one hand, the improvement in information transparency and the widespread use of technology help
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reduce tax evasion and enhance tax compliance; on the other hand, digital technologies also provide businesses
with new tools for tax planning, which may lead to more concealed and complex tax evasion behavior. Therefore,
how to balance technological innovation with tax regulation is a key issue that needs to be addressed in the

context of digital transformation ',

3.2. The impact of big data and artificial intelligence

The widespread application of big data and artificial intelligence (Al) technologies is one of the core drivers of
digital transformation, and they have a profound impact on corporate tax evasion behavior. The analytical power
of big data and the intelligent decision-making of Al provide businesses with more accurate tax planning tools,
but they also increase the difficulty of tax compliance and regulation. This dual effect significantly influences
how businesses respond to tax risks and evasion behavior. Firstly, big data technology allows companies to
collect and analyze vast amounts of tax, financial, and market data globally. The collection and integration of
these data provide businesses with more information, enabling them to identify differences and potential tax
planning opportunities between regions and tax systems. Through precise data analysis, businesses can gain a
deep understanding of the details of tax policies in various countries and optimize their global tax strategies.
For example, multinational companies can analyze tax incentives, tax rate differences, and transfer pricing rules
in different countries to implement more flexible tax planning and minimize tax burdens. This big data-driven
tax strategy helps businesses engage in tax evasion within the legal scope, especially in complex cross-border
transactions and diverse operating environments. Secondly, the introduction of artificial intelligence makes tax
planning and management more intelligent and automated. Al technology learns from vast amounts of historical
tax data and financial information, providing businesses with personalized tax optimization advice and helping
them predict the risks and returns of different tax schemes. This Al-based automated tax planning not only
improves the efficiency of tax decision-making but also reduces the occurrence of human errors. Al can adjust
a company’s tax strategies in real time based on changes in the tax environment, thus effectively mitigating
potential tax risks. Additionally, Al can help businesses with multi-dimensional tax optimization in complex
cross-border tax planning, identifying and exploiting tax loopholes or imperfect regulatory systems in different
regions, further reducing the tax burden. However, even though big data and Al provide businesses with more
tax planning tools, they also make tax evasion behavior more concealed and complex. Through deep learning
with Al and comprehensive integration of big data, businesses can design more sophisticated tax structures and
transfer pricing strategies, which may be difficult for traditional tax audit methods to detect. For example, Al
can help businesses track tax law changes in real time and automatically adjust tax structures to respond to new
policy environments, making tax evasion harder to trace and audit. This intelligent tax planning could not only
circumvent existing tax regulatory blind spots but also increase the audit costs and complexity for tax authorities.
Therefore, the impact of big data and artificial intelligence on corporate tax evasion behavior presents a complex
dual effect. On one hand, these technologies help improve the accuracy and compliance of tax decisions, reducing
corporate tax risks; on the other hand, technological advancements provide businesses with more concealed and
efficient tax evasion methods, adding challenges to tax regulation. In response to this challenge, tax authorities
and policymakers must continuously update regulatory methods, integrating new technologies to optimize the tax
regulatory framework and adapt to the new changes in corporate tax behavior in the digital age "”.
3.3. Tax evasion strategies of multinational corporations

In the context of digital transformation, the tax evasion strategies of multinational corporations have become
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increasingly complex and sophisticated. With the introduction of big data, artificial intelligence, cloud
computing, and other technologies, multinational companies can optimize their tax strategies on a global scale,
using more flexible and hidden tax evasion methods. These companies not only face traditional tax planning
issues but also need to address the differences in tax policies across countries, the complexity of cross-border
transactions, and the pressure of regulatory compliance. This section will analyze the main tax evasion strategies
employed by multinational corporations in digital transformation and discuss how these strategies are driven
by digital technologies. Firstly, multinational corporations typically implement tax evasion by optimizing profit
shifting and transfer pricing strategies. By leveraging digital technologies, companies can monitor changes in
tax policies in real time and use big data analysis to identify regions with lower tax rates or more significant tax
incentives, thereby shifting profits to low-tax countries or regions. This process is usually carried out through
detailed transfer pricing arrangements, where companies set different pricing rules for cross-border transactions
to achieve profit shifting. Digital tools make these pricing arrangements more flexible and efficient, allowing
companies to adjust pricing strategies based on real-time market data and tax environments, maximizing tax
benefits. Through Al and big data analysis, multinational corporations can optimize their global supply chains
and production arrangements, shifting profits to countries with lower tax burdens, and achieving tax evasion
goals. Secondly, multinational companies also evade taxes by setting up “shell companies” or holding companies
in low-tax or tax-friendly countries. These companies are typically located in jurisdictions with favorable tax
rates or lenient tax policies, aiming to achieve global tax optimization through financial restructuring and capital
flows. Digital transformation helps these companies more efficiently manage global capital flows and financial
arrangements, making tax regulation more complicated and harder to track. For example, businesses can use
digital platforms and blockchain technologies to optimize fund flows and the transparency of cross-border
transactions, reducing scrutiny by tax authorities on capital movement. This structure has become more common
and complex in the context of globalization and digitalization, allowing multinational companies to ensure their
tax evasion activities are more concealed and harder to detect through cross-border data sharing and digital
financial information processing. Additionally, multinational companies may engage in tax planning through
“virtual branches” or “digital platforms” during digital transformation. These virtual entities typically have no
physical presence but operate global businesses through digital platforms and e-commerce. Companies can use
these virtual entities to register and conduct business in low-tax or no-tax jurisdictions, reducing tax burdens
in high-tax regions. For example, some multinational internet companies set up virtual companies and rely on
global data centers and cloud computing platforms to optimize global tax strategies. This tax evasion approach
using digital platforms, supported by digital tools and technologies, poses a significant challenge to traditional
tax audit methods. However, with the increase in global tax transparency and enhanced international cooperation,
multinational corporations’ tax evasion strategies are facing stricter regulatory pressures. Especially with the
introduction of the OECD’s BEPS (Base Erosion and Profit Shifting) Action Plan, countries are strengthening
their supervision of multinational corporate tax planning and promoting global tax information sharing and cross-
border regulation. The widespread use of digital technologies enables tax authorities to access corporate financial
data and tax information in real time, enhancing tax audits and compliance checks. Nevertheless, multinational
companies still leverage technological means to optimize their tax planning, trying to minimize tax burdens
within the framework of compliance. In conclusion, the tax evasion strategies of multinational corporations in
digital transformation are increasingly complex and driven by advanced technologies. Despite enhanced global
tax transparency and regulatory efforts, businesses continue to find ways to optimize their tax planning and
reduce tax burdens within legal bounds.
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4. Case study analysis of the impact of digital transformation on tax evasion behavior

To better understand the practical impact of digital transformation on corporate tax evasion behavior, this
paper selects several multinational companies as case studies to analyze how they adjust their tax strategies
during the digital transformation process and how these changes affect their tax evasion behavior. These cases
involve well-known companies that widely apply digital technologies globally, and their tax planning and
compliance behaviors show significant differences across regions and markets. First, taking a global leading
technology company as an example, this company actively adopted cloud computing, big data analytics, and
artificial intelligence technologies to optimize its global tax layout during its digital transformation. By using
these technologies, the company can track changes in global tax policies in real time and adjust its cross-border
transfer pricing and tax strategies accordingly. Over the past few years, the company has transferred profits
to lower-tax regions by establishing data centers and R&D hubs in several countries, thus reducing its overall
tax burden. Although this practice is carried out within a legal and compliant framework, it has raised external
concerns about its tax evasion behavior. As tax authorities in various countries intensified their scrutiny of digital
economy enterprises, the company began to face stricter audits. Nevertheless, digital transformation still allows
the company to quickly respond to changes in tax policies globally and maintain its tax optimization effects
through precise data analysis. Another typical case is that of an international retail giant. With the advancement
of digital transformation, the company gradually shifted its core business from traditional brick-and-mortar retail
to an e-commerce platform, utilizing big data and cloud computing technologies to optimize its supply chain
and pricing strategies. By establishing virtual branches and e-commerce platforms, the company can engage
in complex profit shifting between multiple countries, leveraging tax incentives in low-tax jurisdictions for tax
planning. This cross-border tax planning through e-commerce platforms makes its tax evasion behavior more
concealed. However, with the OECD’s BEPS action plan and the increasing regulation of the digital economy’s
tax practices, the company faced stricter tax scrutiny in certain countries, prompting it to reassess and adjust
its global tax strategy. By further strengthening the transparency and compliance of its digital information, the
company improved its tax compliance management worldwide. In addition, a multinational manufacturing
company, during its digital transformation process, introduced artificial intelligence technologies to optimize its
global supply chain, reducing unnecessary intermediary steps and effectively lowering the complexity of cross-
border transfer pricing. The company uses Al algorithms to monitor global market demand, production costs,
and tax environments in real time and relies on big data analytics to achieve precise tax planning. By optimizing
its tax structure, the company successfully reduced its tax burden in high-tax countries. However, with the
increasing global tax transparency and governments strengthening the sharing and monitoring of corporate tax
information, this digital technology-based tax evasion strategy now faces higher compliance costs and stricter
scrutiny. Through the analysis of these cases, it is evident that digital transformation provides multinational
companies with more refined tax planning tools, allowing them to efficiently optimize taxes globally. However,
this optimization is accompanied by increasingly strict regulatory and compliance pressures. As tax information
transparency increases globally, and international organizations and tax authorities strengthen cooperation,
corporate tax evasion behavior will face greater challenges. For policymakers, how to utilize digital technologies
to improve tax regulation efficiency while balancing the compliance needs of businesses will be a crucial issue in
future tax management and global economic development.
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5. Conclusion

Digital transformation has significantly changed corporate tax evasion behavior. With the application of
technologies such as big data, artificial intelligence, and cloud computing, businesses can more accurately
plan their taxes and optimize cross-border tax structures. However, with the rise of global tax transparency, the
ability of tax authorities to regulate has gradually strengthened, increasing the scrutiny of traditional tax evasion
methods. Despite this, digital technologies still provide businesses with more tax optimization tools, which may
lead to more concealed and complex tax evasion practices. Therefore, tax authorities and policymakers need to
enhance international cooperation and improve digital regulation capabilities to ensure tax compliance and the
sustainable development of the global economy. At the same time, companies should strengthen their awareness
of tax compliance and balance tax optimization with legal compliance during their digital transformation process.
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