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1. INTRODUCTION

Taxes are one of the biggest contributors to a country's income (Alstadseeter et al., 2022; Uemura,
2022). This can be seen in the growth of tax revenue in 2019 of 1,545.3 Trillion Rupiah’s, compared to non-
tax state revenue in the same year, which was only 405 Trillion Rupiah (Damayanti & Wulandari, 2021).
There are cases in Indonesia regarding tax avoidance involving corporate taxpayers with the aim of
minimizing the tax burden that must be paid through various means (Benkraiem et al., 2022; Hajawiyah et
al., 2021). In this study, there is a gap phenomenon in the tax avoidance variable. This gap phenomenon
occurs in the case of coal mining companies which proven to have committed tax avoidance. Data from the
finance ministry shows that the tax ratio contributed by the mineral and coal mining sector in 2016 was
only 3.9%, while the national tax ratio in 2016 was 10.4%. The low tax ratio cannot be separated from the
problem of tax avoidance by coal industryparties. The Ministry of Finance noted that more taxpayers
holding mineral and coal mining business permits did not report their annual tax returns than those who
did. In 2015 out of 8,003 coal industry taxpayers, there were 4,532 taxpayers who did not report their tax
returns. This figure certainly does not include small-scale coal company who are not registered as
taxpayers.

In addition to the cases above, there are many more cases that demonstrate corporate tax
avoidance and have caused many losses to the state which have an impact on the country's economic growth
because of their efforts to reduce tax costs which are a source of income for the state (Benkraiem et al,,
2022; Hajawiyah et al,, 2021; Hasan et al., 2022). In addition to the Gap Phenomenon, this study also found
aresearch gap on the effect of tunneling incentives on tax avoidance. The research gap in this study occurred
in research conducted that the tunneling incentive variable has a positive and significant effect on tax
avoidance (Lestari & Solikhah, 2019; Rifan, 2019). Based on the test results, it is known that the tunneling
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incentive variable has no significant effect on tax avoidance (T. Y. H. Tang, 2016). In this variable, there is
also a research gap regarding the characteristics of the company. Company characteristics affect tax
avoidance. The variable of company characteristics has no effect on tax avoidance (Mahanani et al.,, 2017;
Rani et al., 2018).

Tax avoidance is the process of controlling actions in order to avoid the consequences of imposing
taxes that are not desired but are still within the framework of tax regulations (Alstadseeter et al., 2022;
Chen et al,, 2022; T. Tang et al., 2022). Payment of income tax to companies is the transfer or transfer of
wealth from the company to the government, the tax burden paid is a large cost for the company, therefore
the companies will tend to avoid taxes in an effort to be able to pay as efficiently as possible (Benkraiem et
al., 2022; Campa et al., 2021; Shams et al., 2022). Taxpayers always want small tax payments, which is why
not a few taxpayers do tax avoidance both legally and illegally (Han et al., 2021; Sugiyanto etal., 2020). From
this understanding, it can be seen that corporate planning by doing tax avoidance is the only legal way that
can be taken by taxpayers in order to pay their tax payments efficiently. Previous research stated that
Corporate Social Responsibility (CSR) has an effect on tax avoidance, while (Fadrianto & Mulyani, 2018;
Mahanani et al,, 2017; Wardani & Purwaningrum, 2018). Based on the explanation above, the purpose of
this research is to examine on tax avoidance Tunnelling Incentive, Risk Management, Company
Characteristics on Tax Avoidance with Corporate Social Responsibility Disclosureas a moderating variable
interesting and important for research. Tunneling incentives can reduce the tax burden and increase post-
tax profit for the year.

Tunneling Incentive is a behavior of the majority shareholder who transfers the company's assets
and profits for their own benefit, but the minority shareholder will be charged as a fee holder (Aharony et
al., 2010; Darma, 2020; Pratiwi, 2018). Agency theory considers that the company's management as an
agent will take advantage of the existence of tax incentives in the form of tunneling incentives. The results
show that tunneling can be an incentive for tax avoidance (Lee & Bose, 2021; T. Y. H. Tang, 2016). From the
explanation above, it can be concluded that tunneling incentive is the transfer of resources in the form of
assets, profit sharing, granting special rights granted to the majority shareholder (principal) and harming
the minority shareholder (agent). Risk Management is a complex process that includes identifying,
managing and minimizing business risks, both financial and operational risks of the company (Najafi-Tavani
etal, 2022; Popp etal,, 2021). Risk management is a structured approach to managing uncertainty related
to threats, a series of human activities including, risk assessment, developing strategies to manage them
and mitigating risks using empowerment or resource management (Varga et al., 2021; Yang et al,, 2019).
Based on the understanding above, risk management is a structured approach or methodology in managing
uncertainty related to threats including identifying, managing and minimizing business risks, both financial
and operational risks of the company so as to enable companies to be more careful and productive to avoid
things that are not useful because get rid of unnecessary resources and prevent harm.

The CSR concept places the practice of social responsibility as a tool to “bribe” the community so
that its business practices can be accepted by vulnerable groups who are disadvantaged and become victims
of the company's business activities. In other words, the company carries out CSR activities as one of its
public relations strategies. Companies that carry out CSR as mere philanthropy do not consider the
integration between giving charity to the community and achieving the company's mission to uphold the
values and goals of the company. Based on this phenomenon, it is not surprising that CSR is seen as an
additional cost for companies and it is difficult to make their business more profitable and sustain. This
study aims to provide empirical evidence of the effect of applying tunneling incentives, risk management
and company characteristics using the leverage ratio and firm size variables, as independent variables, on
tax avoidance as the dependent variable, with Corporate Social Responsibility (CSR) disclosure as the
moderating variable.

2. METHODS

This research is classified into quantitative research using secondary data as a source of research
data. The population of this research is 45 mining companies listed on the Indonesia Stock Exchange in
2016-2019. Determination of the sample using purposive sampling technique, obtained a sample of 8
companies with 40 observation data for 5 years in Table 1.

The data collection technique used in this study is the documentation technique on secondary data.
The data used is in the form of annual reports of mining companies listed on the IDX during 2016-2019. The
data analysis technique used consisted of descriptive statistics, panel data regression model selection,
classical assumption testing (normality, multicollinearity, heteroscedasticity, autocorrelation), panel data
regression analysis, and hypothesis testing. This study uses five research variables consisting of one
dependent variable and 3 independent variables and one moderating variable. Tax avoidance in this study
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was measured using the ratio of effective tax rates (ETR)(Suripto & Sugiyanto, 2020). Effective Tax Rates
(ETR) in this study only uses the main model used, namely the income tax burden divided by the company's
pre-tax income. Conceptually, tunneling incentive is proxied by the percentage of share ownership above
20% as controlling shareholder by a foreign company. The criteria for a concentrated ownership structure
are based on the Capital Market Law no. [X.H.1, which explains that the controlling shareholder is a party
who owns 20% or more equity shares or securities (Hartati et al.,, 2015). PSAK No. 15 also states about the
significant influence held by shareholders with a percentage of 20% or more. The measurement used for
Tunneling Incentive as an independent variable.

Table 1. Sample Criteria

T Criteria Meet the
No Sample Criteria Violation criteria
1 Mining sector companies listed on the Indonesia Stock Exchange 45
in 2015-2019
2 Mining sector companies that publish financial reports for the 7 38
period 2015-2019
3 Mining sector companies that publish Sustainability Reports .30 8
with Core Option during the 2015-2019 period
Total Sample 8 Companies
Total x Years of Observation 8x5=40
Number of Samples After Outlier 40

In this study, Leverage is measured using the Debt-to-Equity Ratio (DER), which is a ratio that
measures total liabilities to equity (Shareholders' Equity). Leverage describes the proportion of long-term
debt to total assets owned by the company. This can be used to find out the funding decisions made by the
company. Corporate Social Responsibilityis a business commitment to act ethically, contribute to economic
development, improve the quality of life of workers, local communities, and large of society. The Corporate
Social Responsibility variable in this study was measured by analysis content. Analysis content is a method
or technique used to transfer qualitative data into quantitative data through codification. Thus, this research
was conducted by transferring qualitative information about the company's CSR disclosures contained in
the company's annual report into a score. This score is assigned to CSR disclosures that comply with the
statement guidelines (disclosure items) Global Reporting Initiative Index (GRI) Standards.

3. RESULTS AND DISCUSSIONS

Results

Descriptive statistical analysis is explained through the minimum value, maximum value, mean,
and standard deviation values. The results of descriptive statistical analysis in this study indicate that the
average company performs tax evasion by 33%. The minimum value of 7% is at PT. Indika Energi Tbk and
a maximum value of 90% at PT. Indika Energi Tbk.

Table 2. Descriptive statistics

ETR TUN RMC DER SIZE CSR
Mean 0.333350 0.617325 0.875000 30,81715 0.444475 316,0500
Median 0.292500 0.650000 1.0000000 30.86100 0.429500 292.5000
Maximum 0.908000 0.698000 1.0000000 32.37600 0.742000 5830000
Minimum 0.072000 0.378000 0.000000 29.33600 0.126000 125.0000
Std. Dev. 0.202501 0.078959 0.334932 0.792486 0.169701 133.2287
Skewness 1.028177 -2.025851 -2.267787 0.125068 -0.139804 0.604347
Kurtosis 3.444589 6.839259 6.142857 2.682569 2.043468 2.355212
Jarque-Bera 7.377082 51.92701 50.74830 0.272217 1.655224 3.127824
Probability 0.025008 0.000000 0.000000 0.872748 0.437092 0.209316
Sum 13.33400 24.69300 35000000 1232.686 17.77900 12642.00
Sum Sq. Dev. 1.599257 0.243147 4.375000 24.49331 1.123138 692245.9

Observations 40 40 40 40 40 40

There are three panel data regression models that can be used to perform panel data regression
analysis, namely the common effect model (CEM), the fixed effect model (FEM), and the random effect model
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(REM). The best model selection method that can be used in panel data regression analysis is obtained by
performing three tests, namely the Chow test, Hausman test, and the Lagrange multiplier test. The results
of the panel data regression model selection in this study, namely the Chow test, showed a chi-square cross
section probability value of 0.0425 <0.05. Hausman test shows the probability value of chi-squares is 1.0000
> 0.05. The LM test shows the value of both is 0.0161 < 0.05. So it can be concluded that the random effect
model is the right model to be used as a panel data regression model. Normality test is carried out to detect
whether the residual has a normal distribution or not. The most widely used residual normality test is the
Jarque-Bera or |B test (Ghozali, 2017). Jarque-Bera test decision making is done if the/arque-Bera
probability value > significance level (a = 0.05), then it does not reject HO or the residual has a normal
distribution. The following are the results of the Jarque-Bera test in Figure 1.

Series: Smndardized Residuals|
Sample 2015 2019
Observations 40

Mean 1.25e-15
Median -0.043486
Maximum 0.41B056
Minimum -0.299669
5td. Dew. 0.172832

Skewness  0.657166

Kurtosis 3.135181
nll B of ... .
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Frobability 0.233450
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Figure 1. Jarque-Bera test result

From the figures abovenormality testing with the help of Eviews-11 produces a Jarque-Bera value
0f 2.909572 and a probability value of 0.233450 which is greater than a significance level of 0.05. Because
the probability value and the Jarque-Bera value > the significance level (a¢=0.05), it does not reject HO or the
residual has a normal distribution, so it can be said that the normality requirements can be met. To find out
the multicollinearity in a model is to look at the correlation coefficient. Multicollinearity occurs if the
correlation of each independent variable is > 0.90, while if the correlation value of each independent
variable is < 0.90 then the regression model does not have a multicollinearity problem (Ghozali, 2017).

Table 3. Multicollinearity Test Results

X1 X2 X3A X3B Z
TUN 1.0000000 -0.158403 -0.644247 -0.242544 0.062373
RMC -0.158403 1.0000000 0.312484 -0.196069 -0.254413
DER -0.644247  0.312484 1.0000000 0.013089 0.416858
SIZE -0.242544  -0.196069 0.013089 1.0000000 -0.038749
CSR 0.062373  -0.254413 0.416858 -0.038749 1.0000000

Based on the Table 3 of test results on the value of the correlation coefficient above, each
independent variable does not have a correlation greater than 0.90, so it can be concluded that the model
does not experience multicollinearity problems. Based on the selection of the regression model previously
carried out, the random effect model was the most appropriate regression model to be used in this study.
The adjusted R-squared value of 0.254646 shows the ability of the independent variables used in this study,
namely tunneling incentives, risk management and company characteristics as well as moderating
variables, namely Corporate Social Responsibility (CSR) in explaining the dependent variable, namely
avoidance tax of 25.4%, the remaining 74.6% is explained by other variables that are not used in this study.

Based on the panel data regression analysis test, it was obtained that dfl = k (the number of
independent variables plus the dependent variable) - 1, namely 4 - 1 = 3. While df2 = n (amount of data) - k
(the number of independent variables plus the dependent variable) which is 40 - 4 = 36, with alpha («) =
0.05 so that the F-table value is 2.87. It is known that the result of the F-count simultaneously is 3.250489
so that the F-count is greater than the F-table (3.250489 > 2.87) or rejects HO and accepts Hal. While the
probability value is smaller than the 0.05 significance level (0.00000 < 0.05) or rejecting HO and accepting
Hal. So it can be concluded that the independent variables (tunneling incentive, risk management as and
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company characteristics as) in this study simultaneously have a positive and significant effect on the
dependent variable (tax avoidance). The t-test in this study was carried out with the help of Eviews-11 to
analyze panel data regression using a random effect model. The t-test decision making is done by looking at
the t-table value, to obtain the t-table value, it is necessary to find df (degree of freedom) with the formula
df = n (amount of observation data) - k (number of independent variables plus dependent variable). So in
this study obtained df = 40 - 4 = 36 and a significance level of 0.05, so that the t-table is 2.02809 (two-way
test).

Discussion

These results are in line with research conducted, states that tunnelling can be an incentive for tax
avoidance (Tang, 2016). One form of such action is to carry out transactions with related parties to transfer
assets or profits to leave the company through unreasonable pricing for the interests of the majority
shareholders and minority shareholders also bear the costs of these costs (Putri, 2017; Sadewo & Hartiyah,
2017). Purchase of goods or services above fair value and sales of goods or services below fair price. One
form of such action is to carry out transactions with related parties to transfer assets or profits to leave the
company through unreasonable pricing for the interests of the majority shareholders and minority
shareholders also bear the costs of these costs. Based on agency theory, agency conflicts can occur between
the majority shareholder and the minority shareholder. This conflict can occur because the majority
shareholder imposes all his wishes on the manager for the personal interest of the majority shareholder.
Therefore, companies can easily take negative actions such as tax evasion. Efforts are made such as moving
assets or profits owned by the company, so that the profits generated by the company are lower. The
process of transferring assets or the resulting profit will reduce the profits to be obtained by the minority
shareholders, the impact is that the minority shareholders experience a decrease in the welfare provided
by the company. The practice of transferring assets or profits by managers due to encouragement from the
majority shareholder is one of the main triggers for transfer pricing. The tunneling incentive action through
the transfer effort will encourage the majority shareholder to get more profit so that the majority
shareholder takes transfer pricing action (Rifan, 2019; T. Y. H. Tang, 2016). The practices of tunneling
incentives include not distributing dividends, selling company assets to majority shareholders or
companies controlled by majority shareholders at a lower price than the price they should be, the
company's key positions are occupied by majority shareholders, so that the tunneling process can be carried
out more easily.

If the shareholders have great control in a company, then the company's actions to conduct
transactions with related parties can be used to transfer the company's assets and profits out of the
company through unfair pricing for the benefit of the majority shareholder rather than distributing
dividends to minority shareholders (Kovermann & Velte, 2019; T. Y. H. Tang, 2016). This results in losses
for minority shareholders because they have to bear the costs charged by the majority shareholders for the
benefit of the majority shareholders only. This effort is done only because of the motive to do tax avoidance.
Tax avoidance practices are often carried out by multinational companies who want high profits. The
decision taken to avoid tax is influenced by non-tax factors as well, namely the bonus mechanism (Portillo
& Block, 2012; Rosid et al., 2018). Purchase of goods or services above fair value and sales of goods or
services below fair price. Performance measurement indicators can be seen from optimal profit, for this
reason, efforts are made to reduce the tax burden as low as possible in a way that is classified as legal,
namely tax avoidance. The results of this study were strengthened through research, namely risk
management has no effect on tax avoidance (Fadrianto & Mulyani, 2018; Mahanani et al., 2017).

Risk management is related to decision making that contributes to the achievement of
organizational goals by applying it at the individual and functional activity levels (Fadrianto & Mulyani,
2018; Rustinsyah et al,, 2021). The desire to contribute large profits to stakeholders is faced with the tax
burden as a profit deduction, so it is not uncommon for companies to carry out tax avoidance and tax evasion
in order to minimize the tax liability as an act of tax management. This of course has the potential to worsen
the company's image in the eyes of stakeholders. On the other hand, the direct effect of tax avoidance can
increase cash flow through tax savings but is also associated with high agency costs. On the other hand, the
indirect effect of changes in tax avoidance aggressiveness is that it will complicate business transactions,
lack of transparency of information, and low company value. A good risk management system allows the
company to evaluate and control the company's risks, while not getting involved in scandals, both small and
large, especially those that have the potential to bring down the company, such as those experienced by
Enron Corporation and Worldcom. The existence of institutional owners plays an active role in overseeing
the effectiveness and efficiency of the company's management so that it can hinder the opportunistic
behavior of managers. The existence of institutional owners indicates that there is pressure from
institutional parties on company management to carry out aggressive tax policies in order to obtain
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maximum profits for institutional owners. Institutional owners expect companies to contribute to
development in the form of tax payments. The existence of institutional owners in the corporate governance
mechanism serves as an obstacle to tax avoidance decisions (Luthan et al., 2016; Puspitaningrum & Atmini,
2012).

Based on agency theory, an efficient contract in an agency relationship cannot occur if the interests
of the principal and agent are in conflict. Supervision from outside the company is needed to supervise the
agent. This supervision can affect the attitude of company agents, because the more supervision in the
company, the agents will be more careful for every decision that will be made. However, the existence of
long-term debt or leverage on the company will cause a fixed burden, namely the interest that must be paid.
In the tax regulations Article 6 paragraph 1 letter number 3 of Law number 36 of 2008 concerning Income
Tax, loan interest is a deductible expense against taxable income so that it will result in a reduced taxable
profit of the company. Reduced taxable profit will ultimately reduce the amount of tax that must be paid by
the company. The results of hypothesis testing state that Leverage has no effect on tax avoidance, meaning
that the high and low leverage will not affect the company to do tax avoidance, this happens because the
higher the debt level of a company, the management will be more conservative in conducting financial
reporting or company operations. This shows that the greater the value of the company's debt, the lower
the tax avoidance practice carried out by the company. One of the funding policies is with debt or leverage
is the level of debt used by the company in financing. Companies that use debt in the composition of
financing, there will be an interest expense that must be paid. The higher the value of the leverage ratio, the
higher the amount of funding from third party debt used by the company and the higher the interest costs
arising from the debt. The results of this study are in line with research conducted showed that leverage
had no effect on tax avoidance (Alstadseeter et al., 2022; Damayanti & Wulandari, 2021).

Based on the results of the regression analysis of the firm size panel data, the significance value is
0.0269 <0.05 and the t-count value for the firm size variable is 2.570184 > the t-table value is 2.02809, so it
can be concluded that in the partial t-test above, Harejected and Hsp accepted, which means that the variable
company size partially has a significant positive effect on tax avoidance. This reflects that the larger the
company, the lower its CETR will be. This means that the company's ability to avoid tax is getting bigger,
because the ability to hire people who are experts in the field of taxation or hire tax consultants is getting
bigger which can increase tax avoidance by the company. Based on the results of the panel data regression
analysis test, the multiplication between tunneling incentive and CSR has a t-count of 2.925966 with a
significance value of 0.0019. H accepted, because the significance value is less than 0.05 (0.0019 < 0.05). In
multinational companies, the majority shareholder and company management can take actions that can be
detrimental to the government and minority shareholders. One form of such action is to carry out
transactions with related parties to transfer assets or profits to leave the company through unreasonable
pricing for the interests of the majority shareholders and minority shareholders also bear the costs of these
costs.

The results of this study are not in line with research conducted by (Dewi Yanti, 2018; Fadrianto &
Mulyani, 2018; Mahanani et al.,, 2017).Based on the results of the panel data regression analysis, the
multiplication between risk management and CSR has a t-count of 1.713231 with a significance value of
0.0612. ThenH;rejected, because the significance value is greater than 0.05 (0.0612 > 0.05). So that CSR is

not able to moderate the relationship between risk management and tax avoidance. The risk control
function through the presence of a risk management committee as a separate part of the audit committee
provides a more focused and optimal management, implementation, and assessment of risk. The existence
of a risk management committee that has experience and expertise in managing risk is very beneficial for
the board of commissioners. The risk management committee is tasked with providing input and evaluation
to the board of commissioners regarding the risk management system, internal control, and information on
how to mitigate company risk.

This research shows the results that Corporate Social Responsibility has a negative effect on the
relationship between Leverage and Tax Avoidance (Fadrianto & Mulyani, 2018). Based on the results of the
panel data regression analysis, the multiplication between leverage and CSR has a t-count of 0.178210 with
a significance value of 0.8598. Then u7a rejected, because the significance value is greater than 0.05 (0.8598
>(.05). So that CSR is not able to moderate the relationship between leverage and tax avoidance. This shows
that the higher or lower the debt level of a company, it will not affect the tax avoidance practices carried out
by the company. The existence of CSR disclosure in the financial statements is expected to be a plus for the
company to increase investor confidence. Based on the table of moderated regression analysis (MRA) test
results, the multiplication between company size and CSR has a t-count of 2.256147 with a significance
value of 0.0315. Then H7aaccepted, because the significance value is less than 0.05 (0.0315 < 0.05). So that
CSR can moderate the relationship between company size and tax avoidance. This reflects that the larger
the company, the lower its CETR will be. This means that the company's ability to avoid tax is getting bigger,
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because the ability to hire people who are experts in the field of taxation or hire tax consultants is getting
bigger which can increase tax avoidance by the company. However, when there are other factors such as
CSR, it is suspected that it will weaken the relationship between the two, because CSR will strengthen the
value of the Effective Tax Rate, which means the company will be more transparent in building good
relations with stakeholders and the community.

4. CONCLUSION

The partial test results show that the tunneling incentive variable has a significant effect on tax
avoidance in mining companies listed on the Indonesia Stock Exchange for the 2015-2019 period. Second,
the partial test results show that the risk management variable has no effect on tax avoidance in mining
companies listed on the Indonesia Stock Exchange for the 2015-2019 period. And third, the partial test
results show that the variable characteristics of the company proxies with leverage have no significant effect
on tax avoidance in mining companies listed on the Indonesia Stock Exchange for the 2015-2019 period.
The company's characteristic variable which is proxied by company size has a significant effect on tax
avoidance in mining companies listed on the Indonesia Stock Exchange for the 2015-2019 period. Fifth,
Simultaneous test results show that the variables of tunneling incentive, risk management and company
characteristics have a simultaneous and significant effect on tax avoidance in mining companies listed on
the Indonesia Stock Exchange for the 2015-2019 period. Sixth, the results of this test indicate that the
Corporate Social Responsibility (CSR) variable is able to moderate and strengthen the tunneling incentive
relationship to tax avoidance in mining companies listed on the Indonesia Stock Exchange for the 2015-
2019 period. Seventh, the results of this test indicate that the Corporate Social Responsibility (CSR) variable
is not able to moderate risk management on tax avoidance in mining companies listed on the Indonesia
Stock Exchange for the 2015-2019 period. Eighth, the results of this test indicate that the Corporate Social
Responsibility (CSR) variable is not able to moderate leverage on tax avoidance in mining companies listed
on the Indonesia Stock Exchange for the 2015-2019 period.
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