
1. INTRODUCTION

Numerous national and international
businesses continue to engage in tax
avoidance, demonstrating its ongoing

relevance. Companies utilize tax
management to exploit loopholes in tax law
to reduce tax payments. In Indonesia,
significant evidence of tax evasion activities
has been found among companies. As
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reported by the OECD, Indonesia ranks low
in tax ratio, indicating persistent tax
avoidance.

Tax avoidance often conflicts with the
values of Corporate Social Responsibility
(CSR), which promote ethical conduct
towards stakeholders, including the public.
While CSR programs can enhance a
company's reputation and benefit society, tax
avoidance can undermine these efforts by
suggesting the firm is not committed to its
social obligations. This can damage public
trust and the legitimacy of the company's
CSR activities (Lanis & Richardson, 2015;
Mao & Wu, 2019; Abdelfattah & Aboud,
2020).

Research by Lanis and Richardson (2015)
and Goerke (2019) found that CSR activities
reduce tax avoidance. On the other hand,
Stephenson and Vracheva (2015) and Liu
and Lee (2015) discovered that CSR
disclosure does not significantly impact tax
avoidance. Hoi et al. (2013), Cabello et al.
(2019), and Wang et al. (2020) assert that
CSR activities can generate financing that
enables companies to avoid taxation, which
in turn can support further CSR activities.
Mao and Wu (2019) demonstrated that CSR
mediates the relationship between corporate
governance and tax avoidance. However,
Abdul Wahab et al. (2017) argue that CSR
does not mediate this relationship effectively.

The literature suggests a complex
reciprocal effect between tax avoidance and
CSR, warranting further investigation. This
study aims to examine the reciprocal effect
between tax avoidance and CSR, and the
antecedent effect of corporate governance
and corporate culture on both. We expect this
research to contribute to developing the
corporate governance effectiveness index
and the corporate culture index based on
gender diversity and power distance, both

sourced from secondary data. Furthermore,
this research aims to provide empirical
evidence of the mutual impact between tax
avoidance and CSR, particularly in the
context of developing nations like Indonesia.

2. LITERATURE REVIEW

2.1. Agency Theory

Agency Theory is a foundational concept
in this research. Jensen and Meckling (1976)
argue that there is a separation between the
owner (principal) and the manager (agent) of
a company. The owner desires that the
manager act in the best interests of the
owner. Previous literature has used agency
theory to explain the motivations and
impacts of managerial decisions in various
areas, including taxation, dividend
distribution, financial and non-financial
reporting, business marketing, adherence to
work rules and culture, and their effects on
company performance, stock performance,
cost efficiency, and competitiveness
(Eichfelder & Kegels, 2014; Gazzola, et al.
(2023); Arieftiara et al., 2020).

Agency Тheory posits a principal-agent
relationship within organizations, where
stakeholders are the principals and managers
are the agents (Jensen & Meckling, 1976).
This theory assumes that individuals act for
their personal benefit. In organizational
management and economics, agency theory
and corporate culture are related concepts.
Agency theory addresses issues like goal
discrepancies, risk tolerance, and
information asymmetry by focusing on the
interaction between principals and agents. It
offers tools like contracts, monitoring, and
incentives to align interests. Corporate
culture describes the shared attitudes,
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convictions, and behaviors that influence
interactions within and outside the
organization. A strong corporate culture can
encourage employees to act in the
organization's best interests, reduce
information asymmetry, and align interests,
creating a synergy that enhances motivation,
reduces agency costs, and boosts
performance.

2.2. Legitimacy Theory

Legitimacy Theory is based on the
relationship between a company and the
surrounding community, where the company
must align its activities with societal values.
This theory explains that a company's actions
must be acceptable to the community,
adhering to social norms and values
(Dowling & Pfeffer, 1975). Corporate social
responsibility (CSR) is defined as business
practices that consider social and
environmental causes, while maximizing
benefits and minimizing total losses (Guthrie
et al., 2006; Lanis & Richardson, 2015).

2.3. Tax Avoidance

Tax avoidance is the legal minimization
of tax liabilities through various strategies,
exploiting gaps and loopholes in tax
regulations (Masripah et al., 2017; Oats &
Tuck, 2019; Wang et al., 2020). It aims to
reduce tax burdens for individuals and
companies, often involving strategic
manipulation of expenses to generate
maximum after-tax profit (Arieftiara et al.,
2020; Frank et al., 2009; Ftouhi &
Ghardallou, 2020).

2.4. Corporate Governance Mechanism

Corporate governance mechanisms are

structures and processes designed to ensure
that companies are managed in the best
interests of their stakeholders. Effective
corporate governance can enhance
accountability, transparency, and integrity
within organizations.

2.4.1. Independent Commissioners

Independent commissioners are those not
affiliated with controlling shareholders, the
board of directors, or other commissioners.
Their role is to supervise the performance of
directors, ensuring stringent management
oversight (Mappadang, 2019; Khan &
Kamal, 2024).

2.4.2. Audit Committee

The audit committee assists the board of
commissioners by overseeing risk
management, financial reporting, audits, and
corporate governance implementation.
Members with skills in accounting or finance
can identify and advise on tax avoidance
strategies (Effendi, 2016; Tresnawati &
Indriani, 2021).

2.5. Corporate Culture

2.5.1. Gender Diversity

Gender diversity in corporate governance
refers to the inclusion of women in
leadership positions, such as executive
boards and directors. Research indicates that
gender-diverse boards are more financially
successful and adept at stakeholder
engagement. Gender diversity brings various
perspectives and experiences to the
boardroom, which can enhance problem-
solving and decision-making processes.
Female board members often emphasize
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ethical business practices, transparency, and
social responsibility, leading to more prudent
decision-making and a reduction in
aggressive tax strategies. Policies promoting
gender diversity include equitable
recruitment and promotion practices,
mandatory gender quotas, diversity and
inclusion training, mentorship programs,
work-life balance policies, and regular
reporting and accountability measures.
Companies with higher gender diversity are
also found to be more responsive to social
and environmental concerns, which can
positively influence their CSR activities and
overall corporate reputation (Richardson et
al., 2016; Jarboui et al., 2020; Mumu et al.,
2022).

2.5.2. Power Distance

Power distance describes the acceptance
of unequal power distribution within an
organization, influenced by social,
educational, and positional factors. High
power distance cultures expect and accept
unequal power distribution, leading to
hierarchical structures where decision-
making is concentrated at the top. This can
create an environment where subordinates
are less likely to question or challenge
decisions, potentially leading to unethical
practices such as tax avoidance. High power
distance can result in imbalanced
relationships, misalignment of incentives,
and lack of accountability. In contrast, low
power distance cultures promote equality
and encourage open communication and
collaboration among all levels of employees.
This can lead to more ethical decision-
making, greater transparency, and reduced
tax avoidance. Companies with low power
distance structures are more likely to foster a
culture of trust and cooperation, enhancing

their CSR efforts and overall organizational
performance. Understanding the impact of
power distance on corporate behavior is
crucial for developing effective governance
and cultural strategies that align with ethical
standards and societal expectations (Yoo &
Lee, 2019; Yang et al., 2020; Oruh & Dibia,
2022; Jarne-Jarne et al., 2022).

2.6. Hypotheses Development

2.6.1. Reciprocal Effect of Tax
Avoidance and Corporate Social
Responsibility 

Legitimacy theory suggests that CSR
activities and tax payments are forms of
corporate responsibility. Companies
engaging in CSR initiatives aim to enhance
their legitimacy by aligning with societal
values and expectations. Research indicates
a negative relationship between CSR
disclosure and tax aggressiveness. For
instance, Lanis and Richardson (2018), as
well as Col & Patel (2019) found that firms
with higher levels of CSR disclosure tend to
exhibit lower levels of tax aggressiveness.
This is because such firms are more likely to
adhere to ethical practices and avoid actions
that could harm their reputation. Conversely,
tax avoidance can provide financial
resources that enable companies to engage in
more CSR activities. Abdelfattah & Aboud
(2020) and and Eichfelder, & Vaillancourt
(2014) argue that tax savings from avoidance
can be redirected towards CSR initiatives,
creating a reciprocal relationship where both
practices reinforce each other. Therefore, we
hypothesize:

H1a: CSR disclosure negatively affects
tax avoidance. 
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H1b: Tax avoidance positively influences
CSR disclosure. 

2.6.2. The Effect of Corporate
Governance Effectiveness on Tax
Avoidance

Effective corporate governance, through
independent commissioners and active audit
committees, can reduce tax avoidance by
ensuring managers act in stakeholders' best
interests. Independent commissioners
provide unbiased oversight, helping to align
management's actions with the long-term
goals of the company and its stakeholders.
They are less likely to condone aggressive
tax strategies that could harm the company's
reputation and financial stability. Faradisty et
al. (2020) and and Chouaibi et al., (2022)
found that firms with a higher proportion of
independent directors tend to have lower
levels of tax avoidance. Similarly, the audit
committee plays a critical role in monitoring
the company's financial reporting and
compliance with tax regulations. Members
with expertise in accounting and finance can
identify tax evasion opportunities and advise
against them, promoting transparency and
ethical behavior. Tresnawati and Indriani
(2021) and Van & Quang (2022) emphasizes
that an effective audit committee can
mitigate risks associated with financial
misreporting and unethical practices.
Therefore, we hypothesize:

H2: The effectiveness of corporate
governance mechanisms negatively affects
tax avoidance.

2.6.3. The Effect of Corporate Culture
on Tax Avoidance 

Corporate culture, measured through

gender diversity and power distance,
significantly influences tax avoidance
behaviors. Gender diversity leads to more
prudent decision-making, reducing tax
avoidance. Research by Richardson et al.
(2016) indicates that gender-diverse boards
are less likely to engage in aggressive tax
strategies due to the diverse perspectives and
ethical considerations brought by female
directors. Women in leadership positions
often advocate for transparency, social
responsibility, and ethical practices, which
can reduce the likelihood of tax avoidance.
Jarboui et al. (2020) found that companies
with higher gender diversity on their boards
exhibit lower levels of tax aggressiveness. 

High power distance, on the other hand,
leads to perceived unfairness and increased
tax avoidance. In high power distance
cultures, decision-making is concentrated at
the top, and subordinates are less likely to
challenge unethical practices. This can create
an environment where aggressive tax
strategies are more prevalent. Yoo and Lee
(2019) argue that high power distance can
result in imbalanced relationships and
misalignment of incentives, leading to a lack
of accountability and higher levels of tax
avoidance. Sedighi et al. (2022) suggests that
reducing power distance within
organizations can promote ethical decision-
making and reduce tax avoidance. Therefore,
we hypothesize:

H3a: Gender diversity negatively affects
tax avoidance. 

H3b: Power distance positively affects
tax avoidance. 
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2.6.4. The Effect of Corporate
Governance Effectiveness on CSR 

Effective corporate governance enhances
transparency, accountability, and
responsibility, leading to better CSR
disclosure. Corporate governance
mechanisms, such as independent
commissioners and audit committees, play a
crucial role in ensuring that companies
adhere to ethical practices and fulfill their
social responsibilities. Freeman (1998)
argues that effective corporate governance
can enhance a company's reputation and
stakeholder trust, which in turn promotes
more comprehensive CSR disclosure. Zaid
et al. (2019); Fahad & Rahman (2020) and
Hussain & Orij (2018) found that firms with
robust corporate governance practices are
more likely to engage in CSR activities and
provide transparent reporting on their social
and environmental impact. Independent
commissioners ensure that management
decisions align with the interests of all
stakeholders, promoting ethical behavior and
responsible business practices. The audit
committee oversees the company's financial
and non-financial reporting, ensuring
accuracy and compliance with relevant
standards. Therefore, we hypothesize:

H4: The effectiveness of corporate
governance mechanisms positively affects
CSR disclosure.

2.6.5. The Effect of Corporate Culture
on CSR 

Corporate culture, measured through
gender diversity and power distance,
influences CSR disclosure decisions. Gender
diversity brings various perspectives to the
boardroom, enhancing the quality of

decision-making and promoting ethical
practices. Companies with higher gender
diversity are more likely to engage in CSR
activities and provide transparent
disclosures. Garcia-Sanchez et al. (2014)
found that gender-diverse boards are more
responsive to stakeholder concerns and are
more likely to disclose CSR activities
comprehensively. Female directors often
emphasize social responsibility and ethical
behavior, which can lead to more proactive
CSR engagement and reporting.

Power distance, on the other hand, can
negatively affect CSR disclosure. High
power distance cultures may hinder open
communication and collaboration, leading to
less comprehensive CSR reporting. In
environments where decision-making is
centralized, managers may prioritize
financial performance over social
responsibilities, resulting in lower levels of
CSR disclosure. Jarne-Jarne et al. (2022)
suggest that reducing power distance within
organizations can foster a culture of
transparency and ethical behavior, enhancing
CSR reporting. Therefore, we hypothesize:

H5a: Gender diversity positively affects
CSR disclosure. 

H5b: Power distance negatively affects
CSR disclosure.

3. METHODOLOGY

3.1. Sample and Data Collection

The sample comprises manufacturing
companies listed on the Indonesian Stock
Exchange (IDX) for the period 2018–2023.
The total sample size is 654 firm years. Data
were collected from annual reports, financial

62 D. Arieftiara / SJM 20 (1) (2025) 57 - 80



statements, and sustainability reports
available on the IDX website and company
websites.

3.2. Empirical Model and Variables
Measurement

To test the hypotheses, the study employs
multiple linear regression analysis with panel
data. Two models are developed to examine
the reciprocal effect between tax avoidance
and CSR disclosure, and the influence of
corporate governance and corporate culture.

Model 1: Effect of CSR Disclosure on Tax
Avoidance 

Model 2: Effect of Tax Avoidance on CSR
Disclosure 

3.2.1. Tax Avoidance (BTD)

Measured by the book-tax difference
(BTD), which is calculated as the difference
between accounting income and taxable
income scaled by total assets (Frank et al.,
2009). The greater difference indicates
higher tax avoidance (Arieftiara et al., 2020).
The formula for measuring BTD is as
follows:

The BTDit is book tax difference for
company i year t; BIit is book income before
tax at company i in year t; CTEit is corporate
tax expense for company i year t; STRit is

statutory tax rate (income tax rates in
accordance with applicable tax laws) in the
year t.

3.2.2. CSR Disclosure (CSRD) 

Measured using the Global Reporting
Initiative (GRI) standards. The CSRD index
is calculated based on the proportion of GRI
indicators disclosed in the sustainability
reports (Clarkson et al., 2008; Ching et al.,
2017; Deswanto & Siregar, 2018). The
measure for the CSR index is:
CSRDj=∑Xij/Nj, or the sum of number CSR
item disclosed by the companies scaled by
total item maximum of disclosure. The
higher index means the more item disclosed,
indicate that the company is more
transparent in publishing social
responsibility activities.

3.2.3. Effectivenes of Corporate
Governance (ECG)

Effectiveness of Corporate Governance
(ECG) is the monitoring of managers'
activities in relation to the determination and
implementation of business strategies and
tax avoidance activities. This score is based
on Arieftiara et al. (2020), and the ASEAN
Corporate Governance Scorecard. It
demonstrates how effectively the board of
commissioners supervises the company. It is
composed of five factors: the independence
of the board of commissioners, their
activities, size, competence, and the
effectiveness of the audit committee.

The measurement of each proxy is based
on Arieftiara et al. (2020), which uses a
checklist to assess the characteristics of each
company's board of commissioners. Each
question on the checklist has three possible

63D. Arieftiara / SJM 20 (1) (2025) 57 - 80



scores:
• Good (3): The annual report provides

clear and detailed information about the
item.

• Fair (2): The annual report mentions the
item, but it lacks clarity and detail.

• Poor (1): The annual report does not
contain the item.

We have adjusted some of Arieftiara et al.
(2020) checklists to suit the context of this
study, particularly for strategy setting and tax
avoidance activity supervision. In addition,
this study adds several new questions from
the ASEAN CG Scorecard related to the
supervision of business strategy
determination and tax avoidance activities.
Due to the lack of explicit information
regarding taxation supervision in the report
of the board of commissioners, the
researchers used certain assumptions and
considerations for several questions. We
conduct Cronbach alpha testing to assess the
reliability of each question. The Appendix
presents the list of questions (checklist) used
in this study separately, based on their types
and sources.

3.2.4. Corporate Culture (CC)

Gender diversity
According to some literature, the

composition of all organizational elements,
including the top, middle, and bottom
structures, can determine or form the
organizational culture. This includes the
organizational culture established by the
organization's leadership and executives.
Diversity in the composition and gender of
the board of directors, as well as gender
diversity among company executives, can
significantly influence the strategic and
operational decisions of the company. This
includes aspects such as company

development, investment management,
taxation, finance, accounting, marketing,
human resources, and logistics. The
characteristics of women who are detailed,
thorough, persistent, careful, but emotional,
and tend to be irrational color the decisions
and results of company management,
including those related to tax decisions and
CSR disclosure decisions (Hamid, 2015).

According to Gladwin (1981), Francis et
al. (2014), Hester et al. (2021) and Basri
(2015), the composition of female members
on the board of directors or executive board
is a definition of gender diversity. The
proportion of female directors to the total
number of directors on an organization's
board of directors measures gender diversity.

Power distance
Hofstede's (1980) theory of

organizational culture suggests that the type
of organizational structure determines
organizational culture. There are two types
of organizational structures: functional
organizational structures, divisional
organizational structures, or vertical and
horizontal organizational structures.
Differences in organizational structure have
an impact on the level of leadership
hierarchy, which can then determine the
culture adopted by the organization.

All members of the organization
experience justice as a result of this
organizational structure, in accordance with
Adam Smith's theory of justice distribution.
Organizations with a vertical structure will
distribute justice differently from those with
a horizontal structure. Top management
typically makes strategic decisions to ensure
that the high or low power distance has an
impact on the distribution of justice felt by
all members of the organization.

According to some literature (Hamid,
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2015; Sibuea & Arieftiara, 2022), this long
span of power, known as power distance,
influences managers' decisions about tax
evasion and the disclosure of CSR activities.
The type of organizational structure in a
company measures power distance; the
higher the hierarchy from top management to
lower management and the lowest
organizational members, the greater the span
of power and the perceived fairness gap
within the company. Different top
management considerations arise when
making decisions, particularly strategic ones
like tax avoidance and CSR disclosure, as
these decisions indirectly affect all members
of the organization (Sibuea & Arieftiara,
2022).

3.2.5. Control Variables

Control variables include firm size
(SIZE), profitability (ROA), leverage
(LEV), and industry type (IND). These
variables are included to account for other
factors that may influence tax avoidance and
CSR disclosure, consists of Firm Size
(SIZE), measured by Natural logarithm of
total assets; Profitability (ROA), measured
by Return on assets, calculated as net income
divided by total assets; Leverage (LEV),
measured by Ratio of total debt to total
assets; measured by Industry Type (IND):
Dummy variables representing different
industry classifications.

3.3. Data Analysis Technique

3.3.1. Best Panel Model Testing 

This study utilizes a panel data structure,
and to determine the best panel data
regression model, the empirical model is
tested using the Chow test, Hausman test,

and Langrange Multiplier (LM) test. The
Chow test is used to decide between the
common effect model and the fixed effect
model, the LM test determines whether to
use the random effect model or the common
effect model, and the Hausman test identifies
whether the random effect model or the fixed
effect model is more appropriate.

3.3.2. Validity and Reliability Test 

The validity and reliability of the data are
tested using classic assumption tests,
including the normality test,
multicollinearity test, and heteroscedasticity
test. The normality test ensures that the data
is normally distributed, with skewness
measuring data asymmetry and kurtosis
measuring the data distribution's peakedness.
The multicollinearity test checks the
relationship between independent variables
using the Variance Inflation Factor (VIF)
and tolerance values, with VIF values
between 1-10 and tolerance values above
0.10 indicating no multicollinearity
(Ghozali, 2018). The heteroscedasticity test
assesses variance differences in residuals
using the Breusch-Pagan-Godfrey test,
where a p-value greater than 0.05 indicates
no heteroscedasticity.

3.3.3. Statistical Analysis

Data analysis is conducted using Stata
software. Descriptive statistics are calculated
to provide an overview of the sample
characteristics. The model feasibility test
includes the Determination Coefficient Test
(R2) and the F Significance Test. The R2 test
measures the magnitude of the relationship
between the independent and dependent
variables, with values close to zero
indicating no relationship and values close to
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one indicating a strong relationship, thus
signifying a good regression model
(Milošević et al., 2024). The F Significance
Test determines whether the variation in the
independent variables can effectively explain
the dependent variable. If the probability F
result is less than the 5% significance level,
it indicates that the independent variables
significantly affect the dependent variables
simultaneously.

The hypotheses are tested based on the
significance of the t-values. Specifically,
H1a is accepted if β1≠0 with a p-value<0.05;
H1b is accepted if γ1≠0 with a p-value<0.05;
H2 is accepted if β2<0 with a p-value <0.05;
H3a is accepted if β3<0 with a p-value<0.05;
H3b is accepted if β4>0 with a p-value<0.05;
H4 is accepted if γ2≠0 with a p-value<0.05;
H5a is accepted if γ3>0 with a p-value<0.05;
and H5b is accepted if γ4<0 with a p-value<
0.05.

The descriptive statistics for the study
variables are presented in Table 1. The
Corporate Governance (CG) index ranges
from a minimum of 1 to a maximum of 5,
with higher scores indicating more effective
governance. This index is calculated based
on the board of commissioners'
independence, activities, size, competency,
and the audit committee's effectiveness, as
described by Arieftiara et al. (2020) and
adjusted with additional questions from the

ASEAN CG Scorecard.

4. RESULT AND DISCUSSION

4.1. Sample Overview

This research investigates all
manufacturing companies listed on the
Indonesia Stock Exchange from 2018 to
2023. Manufacturing companies were
selected because they have been proven to
engage in tax evasion and during this period,
in line with POJK No. 51/2017, there was a
transition from voluntary to mandatory
sustainability reporting, making this period
highly relevant. Table 1 presents the
sampling procedure.

This research used an unbalanced panel
because not all companies have the complete
data needed for the 2018-2023 period. Table
1 presents the research sample obtained over
6 years, totaling 1,249 samples. Some
companies did not have complete data,
resulting in a final sample size of 654
companies.

The study focuses on Corporate Social
Responsibility (CSR) disclosure and Tax
Avoidance as the dependent variables to test
the reciprocal effect. Independent variables
include the effectiveness of the board of
commissioners' supervision, organizational
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culture (gender diversity and power
distance), and control variables (company
size and profitability).

The data were sourced from annual
reports, financial reports, and sustainability
reports available on the IDX website and
company websites. All data were processed
using STATA, followed by normality tests.

4.1.1. Descriptive Statistics Analysis

Descriptive statistical analysis was
performed to describe the characteristics of
the variables studied. Descriptive statistics
include the mean, standard deviation,
minimum, and maximum values. The
analysis provides a reflection of the research
object based on the data samples. The results
are presented in Table 2.

4.1.2. Interpretation

1. Disclosure of Corporate Social
Responsibility (CSR)

The CSR disclosure is proxied by CSRD,
calculated by dividing the number of

indicators disclosed by the company by the
total number of disclosure indicators per
GRI Standards. The minimum value is
0.168142 (Fajar Surya Wisesa) with 19 out
of 113 items disclosed, and the maximum
value is 0.7964602 (Century Textile
Industry) with 90 out of 113 items disclosed.
The average CSRD is 0.444616, indicating
that on average, companies disclosed 44.5%
of the CSR items, a moderate level.

2. Tax Avoidance (BTD)
The BTD measure indicates tax

avoidance levels. The mean BTD is
0.079157. The lowest BTD is -1.389601 (PT
Siantar Top), where fiscal profit exceeds
commercial profit, and the highest is
1.142175 (PT Multi Bintang Indonesia),
indicating higher tax avoidance. The positive
average BTD suggests greater tax
avoidance, with accounting profit exceeding
taxable profit, leading to deferred tax
liabilities.

3. Power Distance (PD)
Most companies (71.56%) have a high-

power distance (vertical organizational
structure), suggesting a significant disparity
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in decision-making power within the
organization. Companies with a horizontal
structure account for 28.44%, indicating
lower power distance.

4. Gender Diversity (GD)
The average proportion of female

directors is 11.08%, indicating low gender
diversity in the sample companies. Some
companies have no female directors
(minimum value of 0), while others have up
to 50% female directors (ALTO).

5. Effectiveness of Corporate
Governance (CG)

The effectiveness of the board of
commissioners' supervision averages
0.578942 (57.8%), indicating moderate
supervision. The lowest supervision
effectiveness is 2.56% (LPIN), and the
highest is 93.5%, indicating highly effective
supervision. The mean value of ECG is
57.8%, means that the level of CG
monitoring effectiveness of companies is
moderate. 

4.1.3. Result of Best Panel Model
Testing

The Chow test results indicate that the
fixed effect model is preferred over the
common effect model (p<0.05). The LM test
results suggest using the random effect
model over the common effect model
(p<0.05). The Hausman test results show
that the fixed effect model is more
appropriate than the random effect model
(p<0.05). Therefore, the fixed effect model is
used for further analysis.

4.1.4. Result of Validity and Reliability
Test

The validity test using Cronbach’s alpha
result is the ECG α=0.85; the total of

corporate culture: α=0.78, consists of gender
diversity: α=0.72 and power distance:
α=0.74; meanwhile, for CSR Disclosure:
α=0.82. The results indicate that the
measurements are highly reliable, as all
values are greater than 0.7.

The normality test, utilizing skewness and
kurtosis, confirms the normal distribution of
the data. We check multicollinearity using
VIF and tolerance values; all VIF values fall
between 1 and 10, and all tolerance values
exceed 0.10, indicating no multicollinearity.
The Breusch-Pagan-Godfrey test results
(p>0.05) confirm no heteroscedasticity
issues.

4.2. Hypothesis testing

4.2.1. Goodness of Fit

The coefficient of determination (R2)
measures how well the independent variables
explain the dependent variable in the
research model. The results are presented in
Table 4.

For Model 1, the R2 value is 0.1346,
indicating that the independent variables
(CSR disclosure, effectiveness of Corporate
Governance mechanisms, gender diversity,
and power distance) explain 13.46% of the
variance in Tax Avoidance. The remaining
86.54% is explained by other variables not
included in this study. The prob-F stats result
indicates that the model is fit to explain the
BTD activities.

For Model 2, the R2 value is 0.0349,
indicating that the independent variables
(Tax Avoidance, Corporate Governance
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Effectiveness, Gender Diversity, and Power
Distance) explain 3.49% of the variance in
CSR disclosure. The remaining 96.51% is
explained by other variables outside the
scope of this study. The prof-F stats result
indicates that the model is fit to explain the
CSR Disclosure activities. 

4.2.2. Empirical Test Result

The regression test, commonly called the
t-test, is conducted to determine the effect of
the independent variables on the dependent
variable. The results are presented in Table 5.

In Model 1, the Gender Diversity (GD)
variable has a significant coefficient
(p=0.015), indicating a significant negative
influence on Tax Avoidance. This suggests
that higher gender diversity is associated
with lower tax avoidance. The CSR
Disclosure (CSRD), Corporate Governance
(CG), and Power Distance (PD) variables do
not show significant effects on Tax
Avoidance, as their p-values are greater than
0.05. Therefore H3a is accepted, meanwhile
H1a, H2, and H3b are not supported by data.

In Model 2, the Corporate Governance
(CG) effectiveness variable shows a
significant negative coefficient (p=0.001),
indicating a significant influence on CSR
Disclosure. This implies that more effective
corporate governance mechanisms are

associated with higher CSR disclosure. The
Tax Avoidance (BTD), Gender Diversity
(GD), and Power Distance (PD) variables do
not show significant effects on CSR
Disclosure, as their p-values are greater than
0.05.Therefore H4 is accepted, meanwhile
H1b, H5a and H5b are not supported by
data.

4.3. Discussion

4.3.1. Reciprocal Effect of Tax
Avoidance and Corporate Social
Responsibility

The results for Model 1 and Model 2
indicate that CSR disclosure has no
significant effect on Tax Avoidance, and vice
versa, Tax Avoidance has no significant
effect on CSR disclosure. This shows that
hypotheses H1a and H1b are not supported
by the data. However, several studies have
found support for these results. For example,
Mao (2019) states that there is no link
between CSR and tax avoidance. Gras-Gil et
al. (2016) indicate that companies making
CSR disclosures use existing resources
effectively to improve performance, which is
similar to the purpose of tax avoidance.
Davis et al. (2016) argue that CSR
disclosure and tax avoidance have a
substitution relationship, not a
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complementary one.
In general, the level of CSR disclosure

among the sampled companies is moderate
(less than 50% of disclosure items),
suggesting that managers are not strongly
focused on non-financial reporting activities.
This aligns with Article 6 of the Income Tax
Law in Indonesia, which allows expenses
not solely for tax avoidance but to provide
non-financial information to stakeholders.

Aligned with Model 1, the results of
Model 2 show that managers’ tax avoidance
behavior does not affect the intensity of CSR
disclosure. The mean BTD value of
0.079157 indicates that accounting profit is
greater than taxable profit, representing a
higher level of tax avoidance. The results
imply that high levels of tax avoidance
activities are not necessarily followed by
increased CSR activities intended to balance
the potential negative image caused by tax
avoidance.

4.3.2. The Influence of the Effectiveness
of Corporate Governance Mechanisms on
Tax Avoidance

The effective monitoring role of the board
of commissioners is essential in reducing
agency costs arising from the separation of
ownership and management. An effective
board of commissioners ensures that
strategic decisions by managers align with
stakeholders' welfare and the interests of the
company’s owners. However, the test results
indicate that the effectiveness of the board of
commissioners does not significantly
influence the intensity of tax avoidance
activities. This finding can be attributed to
the board’s focus on other strategic
decisions, such as addressing environmental
uncertainties, rather than concentrating on
tax avoidance strategies. Additionally, large

companies often delegate tax management to
tax consultants (Kovermann & Velte, 2019;
Arieftiara et al., 2020; Khan et al., 2022) and
also focus on risk management, specifically
the importance of thorough oversight in tax
practices (Adeniji et al., 2013; Rachmawati
& Martani, 2017).

Table 2 shows that, generally, the
effectiveness of board monitoring is at a
moderate level, neither too stringent nor too
lenient in supervising managerial activities.
This suggests that the board of
commissioners tends to prioritize other
aspects of business decision-making over tax
avoidance. The moderate level of board
monitoring for manufacturing companies
implies that interventions are more likely
focused on strategic decisions related to
competitiveness, efficiency, and maintaining
profitability, rather than on minimizing tax
burdens through tax avoidance activities
(Arieftiara et al., 2020; Kovermann & Velte,
2019; Khan et al., 2022; Rose, 2016;
Tandean & Winnie, 2016). managers can
"Training in risk analysis significantly
enhances operational performance,
highlighting the importance of thorough
oversight in tax practices" 

4.3.3. The Effect of Corporate Culture
on Tax Avoidance

The results indicate that gender diversity
has a negative effect on tax avoidance,
supporting Hypothesis 3a. Gender diversity,
defined as having at least one female
executive member or board director (Riguen
et al., 2020), influences decision-making due
to inherent differences in character
(Richardson et al., 2016). According to Sah
et al. (2022) and Sarin and Wieland (2016),
women naturally approach security and fear
risks, leading to a more cautious attitude
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towards risks and a preference for less risky
policies. This prudence helps prevent risk
gaps that could harm the company's image,
such as tax avoidance practices. The data
shows that, although the composition of
female directors is relatively low (11%),
their presence leads to more cautious tax-
related decisions, thereby reducing tax
avoidance activities or ensuring these
activities are driven by effective motives
rather than opportunistic ones. This
condition aligns with the characteristics of
females being more risk-averse, prudent, and
detail-oriented, which helps prevent
aggressive tax avoidance behavior.

Corporate culture, shaped by the degree
of power distance within the organizational
structure, can lead to differences in perceived
fairness among company members.
According to Hofstede (1980), Tsakumis et
al. (2007) and Sibuea and Arieftiara (2022),
when the power span from the top to the
bottom of the hierarchy in an organization is
too high (vertical organization), the impacts
and potential risks arising from top
management's taxation-related decisions
may result in perceived inequality among
lower-level employees. However, the results
indicate that power distance has no effect on
tax avoidance, rejecting Hypothesis 3b. The
data in Table 3 shows that 71.5% of
companies have a vertical structure,
indicating higher disparities between top and
lower management compared to horizontal
organizations. Despite this, the results do not
support the notion that higher power distance
leads to increased tax avoidance by top
management. The data suggests there is no
significant inequality in tax-related decisions
that could influence tax avoidance activities.
Manufacturing companies in Indonesia tend
to have a vertical organizational structure
based on operational needs rather than for

minimizing tax burdens. Overall, during
2016-2021, there was no significant
perception of inequality regarding tax-
related decisions among subordinates in
these companies.

4.3.4. The Effect of Effectiveness of
Corporate Governance on CSR

The results indicate that corporate
governance effectiveness positively
influences CSR disclosure, thereby
supporting Hypothesis 4. Effective corporate
governance implementation reflects the
condition of good governance within
companies, implying adherence to principles
of transparency, accountability,
responsibility, independence, fairness, and
equality. Independence, activity, competence
of the Board of Directors, and the experience
background of the Board of Commissioners
enhance corporate accountability and
transparency in CSR disclosure (Lau et al.,
2016).

Effective corporate governance ensures
that companies disclose not only financial
information but also information related to
social responsibility. According to
stakeholder theory (Freeman, 1998),
companies have responsibilities to
stakeholders that extend beyond economic
obligations to include social responsibilities.
Well-managed companies with effective
governance structures are more likely to be
socially responsible, thereby enhancing their
CSR activities (Alshbili et al., 2020).

4.3.5. The Influence of Corporate
Culture on Corporate Social Responsibility

The t-test regression results for the gender
diversity and power distance variables show
no significant influence on CSR disclosure,
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leading to the rejection of Hypotheses 5a and
5b. This indicates that corporate culture, as
measured by these variables, does not impact
CSR disclosure.

The descriptive analysis reveals that the
average gender diversity is 11%, indicating
that women on the boards of directors in the
sample companies are in the minority. This
low representation means that female
directors do not significantly influence
company policies and decision-making
processes, supporting the rejection of
Hypothesis 5a. This finding aligns with
Ahmad et al. (2018), who also found that
female directors do not impact CSR.
Although there is extensive literature
suggesting that female directors influence
board decisions, research specifically
examining the relationship between gender
and CSR is limited (Swierczek & Ha, 2003;
Rao & Tilt, 2016; Büschgens, 2013).

The average power distance is 71%,
suggesting that most sample companies have
a functional organizational structure. In such
structures, each unit operates independently,
which can hinder communication and
coordination between units (Steiger et al.,
2014; Markovic et al., 2023; Clarkson et al.,
2008). CSR disclosure involves
communicating the organization’s social and
economic activities to specific groups or the
general public. According to the attachment
to the Decree of the Chairman of Bapepam
Number KEP-134/BL/2006, companies are
required to disclose information related to
corporate governance, including CSR
activities and related costs in their annual
reports.

However, despite potential
communication challenges in functional
organizational structures, the average CSR
disclosure value is 44.5%, indicating that
CSR disclosure is relatively good. This

suggests that the quality of CSR disclosure is
not influenced by the organizational
structure's power distance. Therefore,
whether CSR disclosure is effective is not
dependent on having a functional
organizational structure.

5. CONCLUSION, LIMITATIONS,
AND SUGGESTIONS

5.1. Conclusions

This study aims to examine the reciprocal
effect between tax avoidance and corporate
social responsibility (CSR) disclosure by
considering the influence of corporate
governance and corporate culture. The
research results indicate that there is no
reciprocal influence between CSR and tax
avoidance, and no significant effect of
corporate governance on tax avoidance.
However, corporate culture, particularly
gender diversity, does influence tax
avoidance. Additionally, corporate
governance significantly influences CSR
disclosure, but corporate culture does not
have a significant effect on CSR disclosure.

The study investigates the relationships
among tax avoidance, CSR disclosure,
corporate governance, and corporate culture
in Indonesian manufacturing companies.
The findings suggest that companies may
need to reevaluate their strategies and
separate financial planning from CSR
initiatives. Gender diversity appears to
enhance ethical decision-making and reduce
aggressive tax evasion tactics. The results
also highlight the need for stronger
governance frameworks to ensure
compliance with tax regulations and improve
transparency.

Investors may become cautious about
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funding companies involved in tax evasion
due to potential regulatory actions and
financial risks. Conversely, robust
governance frameworks can be seen as
indicators of strong CSR activities, thereby
enhancing investor attractiveness and brand
value. Gender diversity can be a criterion for
making ethical investment decisions.
Indonesian regulators might be encouraged
to develop more transparent policies and
standards that promote open taxation,
potentially revising tax legislation to deter
tax evasion. Additionally, they should
enforce stricter regulations to ensure
accurate CSR disclosure and promote gender
diversity in corporate leadership.

5.2. Limitations and Suggestions

This study has certain limitations.
Primarily, it uses the Book-Tax Difference
(BTD) as a proxy for tax avoidance. In
various literature, BTD is considered a raw
measure because, according to tax
regulations and accounting standards, there
are many gaps that are not solely attributable
to tax avoidance activities. Therefore,
investors should be cautious when
interpreting BTD as it may not fully capture
tax avoidance behaviors.

Furthermore, the composition of the
board of directors, particularly the inclusion
of women, has been shown to prioritize the
company's good image, potentially affecting
the intensity of corporate tax avoidance. This
suggests that gender diversity on boards is a
positive indicator for ethical corporate
behavior.

For future research, it is recommended to
use more refined measures of tax avoidance
that incorporate managerial discretion, such
as the abnormal book-tax difference. This
approach could provide a more accurate

representation of tax avoidance activities and
offer deeper insights into the role of
corporate governance and culture in
influencing these behaviors.
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КОРПОРАТИВНО УПРАВЉАЊЕ И КОРПОРАТИВНА КУЛТУРА:
УТИЦАЈ НА ИЗБЕГАВАЊЕ ПОРЕЗА И ДРУШТВЕНА

ОДГОВОРНОСТ ПРЕДУЗЕЋА

Dianwicaksih Arieftiara, Masripah Masripah, Shinta Widyastuti

Извод

Ова студија има за циљ да анализира реципрочни ефекат избегавања пореза и корпоративне
друштвене одговорности (КДО) узимајући у обзир претходни утицај корпоративног
управљања (КУ) и корпоративне културе (КК). Индикатори КУ укључују независност и
активности одбора комесара (ОК) и одбора за ревизију, док се КК мери коришћењем
индикатора родне разноликости у извршном одбору и удаљености моћи. Узорак се састоји од
производних компанија које котирају на Индонежанској берзи (ИБ) за период 2018–2023,
укупно 654 године. Користећи двостепену линеарну регресију, студија није показала
реципрочни ефекат између избегавања пореза и друштвено одговорног пословања. Ово
истраживање није успело да документује ефекат КУ на избегавање пореза; међутим, то утиче
на КДО. Резултати су показали да КК утиче на избегавање пореза, али не и на друштвено
одговорно пословање. Три важна доприноса ове студије су: обезбеђивање литературе и
емпиријских доказа о реципрочном ефекту између избегавања пореза и друштвено одговорног
пословања; развој свеобухватније мере КК користећи секундарне податке; и додавање
литературе о КК у Индонезији и његовом утицају на понашање избегавања пореза и
обелодањивање КДО, где су постојећа литература и емпиријски докази ограничени.

Кључне речи: одбор за ревизију, корпоративна друштвена одговорност, родна разноликост,
дистанца моћи, независни повереник, избегавање пореза
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