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Abstract:   
Research aims: This research aimed to empirically prove the difference of the 

extent of Corporate Social Responsibility (CSR) disclosure towards tax avoidance. 

Design/Methodology/Approach: 38 companies listed in Indonesia Stock 

Exchange (IDX) in 2017 were selected through purposive sampling. The analysis 

methods used were the independent t-test and the SPSS version 24. 

Research findings: The results showed that there was no difference between the 

companies with high CSR disclosures and those with the low ones towards tax 

avoidance. This indicates that despite the high and low disclosures, the 

companies’ CSR disclosures generate the same impact towards tax avoidance.

Theoretical contribution/ Originality: This research has a novelty in the form of a 

comparison of CSR disclosures by companies and their impact on tax avoidance. 

Practitioner/Policy implication: Furthermore, the practical contribution to the 

government, especially the Directorate General of Taxes, is that CSR disclosure is 

used by companies to gain legitimacy from the public, especially investors. CSR 

disclosure is not for window dressing to avoid tax. 

Research limitation/Implication: The limitation in this study is the number of 

samples is less representative in representing the population. This is due to the 

small number of companies listed on the IDX in reporting and disclosing CSR in 

the sustainability report. 

Keywords: CSR Disclosure; High and Low Disclosure; Tax Avoidance 

Introduction 

Tax is the sector that gives the most significant contribution to Indonesia's 

income. Based on data from the 2018 State Budget (APBN), the state 

revenue contributed from tax is 79.82% (Kemenkeu, 2018). The income 

derived mostly from taxes is intended to improve the welfare of the 

community. One form is infrastructure development. It can be said that 

the tax paid by the community will benefit the community again (Mardlo, 

2018). It fits for the community to fully support the government's efforts 

to optimize tax revenue, for example, not trying to avoid tax efforts. 

Based on 2019 State Budget Draft data, the growth of tax in the last five 

years (2013-2017) has increased to 6.5% (Kemenkeu, 2019). However, the 

increase was not offset by an increase in the tax ratio. The tax ratio is the 

ratio of tax revenue to the total Gross Domestic Product (GDP) (Malang).  
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Indonesia's Tax Ratio from 2014 to 2017 continues to decline (Kemenkeu, 2019). This is 

a lousy indication because the tax ratio reflects a country's ability to finance its needs 

from the tax sector. Pakpahan (2019) explains the smaller the tax ratio, the more unable 

to finance its needs. 

 

Unlike in previous years, the tax ratio in 2018 has increased. The tax ratio generated in 

2018 was 11.6% or an increase of 0.9% compared to 2017 (Kemenkeu, 2019). However, 

the increase is also still relatively low. This is because the tax ratio figure is still below 

the average tax ratio of countries in Southeast Asia (Malang). The reason for the low tax 

ratio in Indonesia is the low level of tax compliance by taxpayers (Lubis, 2018).  

 

As explained earlier, the low tax ratio in Indonesia, one of the causes is the low level of 

compliance. The tendency of taxpayers to try to avoid taxes. The same is true for 

companies. Lanis and Richardson (2013) explained that in the last twenty years, tax 

evasion actions by companies increased rapidly. This can be interpreted that tax is one 

component of the burden that can reduce corporate income (Dharma & Noviari, 2017). 

The common thing done by companies is to avoid taxes. 

 

Tax avoidance is legal because the method used is to exploit loopholes that are still 

contained in tax regulations (Ningrum, Suprapti, & Anwar, 2018). Even though tax 

avoidance is a legal thing, but from an ethical perspective, tax avoidance is unethical. 

(Thomsen & Watrin, 2018). Unethical because tax avoidance can reduce the amount of 

income that should be received by the state so that things that should be able to be 

done to improve the welfare of the community cannot be done optimally (Dharma & 

Noviari, 2017; Whait, Christ, Ortas, & Burritt, 2018). 

 

Ethically whether or not the actions were taken by the company is very closely related 

to the theory of legitimacy. Legitimacy theory explains that every company always tries 

to maintain legitimacy or positive image in the community (Malang). Positive legitimacy 

from the community can make sustainability for a company. One of the ways to build 

positive legitimacy by companies is to carry out social responsibility, known as Corporate 

Social Responsibility (CSR) (Ningrum et al., 2018). Companies that try to build positive 

legitimacy by disclosing CSR activities that have been carried out tend to avoid tax 

avoidance (Lanis & Richardson, 2013). As explained earlier, tax avoidance is legal but 

unethical. When a company implements CSR that aims to improve the welfare of 

society, the company is considered to have responsible, ethical-moral actions (Erawati, 

2019). If the positive legitimacy of a company has been formed and on the other hand 

the company does something unethical, namely tax avoidance, then positive legitimacy 

can turn into legitimacy or a negative image of the community (Dharma & Noviari, 

2017). The company does not desire this. 

 

Research on CSR disclosures and their effects on tax avoidance has been conducted by 

(Amalia, 2019; Hidayat, Ompusunggu, & Suratno, 2018a; Malang; Ningrum et al., 2018; 

Wardani & Purwaningrum, 2018). The results of these studies find evidence that CSR 

disclosure has a negative effect on tax avoidance. This shows that companies that 

disclose CSR will make companies reluctant to avoid tax. In line with the theory of 
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legitimacy that the company seeks to maintain the positive legitimacy that has been 

formed. 

 

Research conducted now has a novelty, first in the form of a comparison of CSR 

disclosure by companies and their impact on tax avoidance. In Indonesia, there have 

been many studies on the effect of CSR disclosure on tax avoidance. However, 

comparative research aimed at proving the existence of differences in the extent of CSR 

disclosure between companies when linked to tax avoidance is still little done. The 

referenced study used is research Fallan and Fallan (2019) and Lanis and Richardson 

(2013). The second novelty is the cultural and regulatory differences from the two 

previous studies. This is based on research suggestions conducted by (Fallan & Fallan, 

2019). Fallan and Fallan (2019) suggested that future researchers conduct similar studies 

but in different country contexts and cultural characteristics. This is intended to 

strengthen the theoretical contribution of research. The sample used in this study were 

all companies listed on the Indonesia Stock Exchange (IDX) in addition to the financial 

sector in 2017. 

 

In Indonesia, there are no rules regarding how many companies must report CSR 

disclosure components (Addini, Cheisviyanny, & Setiawan, 2019). While this is only a 

regulation that requires companies to report CSR activities that have been carried out, 

namely in the Act. No. 40 of 2007 article 66 paragraph 2c (Hidayat et al., 2018a). This 

situation becomes a gap because the results of previous studies found evidence that the 

level of disclosure of CSR can be an indication of whether or not tax avoidance by 

companies. 

 

The theoretical contribution of this research is to provide evidence that there is no 

difference between companies with high and low CSR disclosure on tax avoidance. The 

results show that high or low CSR disclosure cannot be a tool to indicate tax avoidance 

by sample companies in Indonesia. This is possible because Indonesia is included in the 

state of civil law (Ratmono & Sagala, 2015) so it has different cultural characteristics 

with the sample companies in previous studies (Fallan & Fallan, 2019; Lanis & 

Richardson, 2013). Furthermore, practical contributions to the government, especially 

the Directorate General of Taxes (DGT), are looking for other ways to be able to detect 

tax avoidance. It can be said that the way companies maintain legitimacy is not in the 

realm of taxation. The threat of legitimacy that might afflict the company does not 

appear to originate from tax avoidance (Anesa, Gillespie, Spee, & Sadiq, 2019).  

 

As explained earlier, the results of the study were different from previous studies 

allegedly due to differences in CSR and cultural regulations between Indonesia, Norway, 

and Australia. Besides, there are no standard rules for determining high and low CSR 

disclosures. They still use the author's justification. Based on these weaknesses, the 

researchers hope the results of research conducted now can be a motivation for the 

government to look for other ways that can be used to detect tax avoidance. This is 

intended to minimize the potential loss of state revenues from taxes. 
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Literature Review and Hypotheses Development 
 

Legitimacy Theory and CSR 

 

The theory of legitimacy put forward by Dowling and Pfeffer (1975) explains about 

organizational legitimacy. An organization tries to build a match between social values 

related to the activities or activities of the organization and norms of behavior that are 

acceptable in the social system where they are. The match between social values and 

norms in a social system is called a social contract. Fulfillment of social contracts is 

intended so that the organization, in this case, the company can obtain legitimacy that 

has an impact on its survival (Lindawati & Puspita, 2015).  

 

Under the theory of legitimacy that the company will try to take action following 

community expectations (Lin, Cheng, & Zhang, 2017). Whait et al. (2018) explain one 

way to act according to community expectations is to take ethical action in the form of 

disclosure of social responsibility (CSR) that has been done. Even if the company has 

acted according to the expectations of the community, but does not disclose it in CSR 

report, then the legitimacy of the company can be threatened (Lanis & Richardson, 

2013).   

 

Disclosure of social responsibility or CSR is motivated by a shift in the goals of the 

company itself. Previously, the company's goal was to maximize value for shareholders, 

but for the last 50 years, these goals have changed (Whait et al., 2018). The company 

will not be able to maximize profits for shareholders if it ignores social responsibility 

(Fallan & Fallan, 2019). It can be said that CSR disclosure is a tool to legitimize the 

company. 

 

CSR and Tax Avoidance 

 

In recent years the field that is often associated with CSR disclosure is tax 

aggressiveness, where tax aggressiveness is closely related to tax avoidance (Whait et 

al., 2018). Tax avoidance is different from tax evasion. Even though tax avoidance is a 

legal action, this action is considered unethical because it causes the state to lose the 

income that should be obtained (Thomsen & Watrin, 2018).  

 

Avoiding the loss of revenue that should be received by the state, CSR disclosure can be 

used as a parameter (Lanis & Richardson, 2013). The parameter in question is the extent 

of CSR disclosure made by the company can be an indication of whether or not tax 

avoidance is done.  Kiesewetter and Manthey (2017) explain that CSR disclosure can 

affect corporate tax avoidance behavior. 

 

Research on CSR strategies to tax avoidance behavior has been carried out by (Fallan & 

Fallan, 2019). Take a sample of companies in Norway listed on the Oslo stock exchange 

(OSE). CSR disclosures in Norway are divided into mandatory CSR disclosures and 

voluntary CSR disclosures. The results showed that there was a negative relationship 

between CSR disclosures that are mandatory with tax avoidance. Companies that are 
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complete in reporting CSR disclosures that are mandatory tend to have little or no tax 

avoidance. Also, companies that disclose CSR elements that are mandatory also act 

according to tax regulations (Fallan & Fallan, 2019). This study concludes that there are 

differences in influence on tax avoidance conducted between companies that disclose 

mandatory aspects of CSR and companies that disclose voluntary aspects of CSR. 

 

Similar research was also carried out by Lanis and Richardson (2013). Compare 20 

samples of companies in Australia that are included in the group of companies that are 

aggressive towards taxes according to the tax office and 20 companies that are not 

aggressive. CSR disclosure is associated with tax aggressiveness based on the theory of 

legitimacy. The results of the study prove that there are differences in CSR disclosures 

between companies that do and don't tax aggressiveness. Companies that do a lot of 

CSR disclosure tend to avoid tax. It can be logical that to keep its legitimacy, companies 

that carry out tax aggressiveness do a lot of CSR disclosures so that a positive image is 

saved in the community. Lin et al. (2017) states this is consistent with the theory of 

legitimacy. When there is a difference between corporate actions and community 

expectations, a company seeks to legitimize its relationship with the community by 

disclosing CSR.  

 

In Indonesia, research on the effect of CSR disclosure on tax avoidance has been widely 

carried out (Dharma & Noviari, 2017; Dwilopa, Bambang Jatmiko, & Si, 2016; Maraya & 

Yendrawati, 2016); Ningrum et al. (2018). Research conducted in Indonesia is associative 

research aimed at proving the effect of CSR disclosure on tax avoidance. Relatively little 

research has been aimed at comparing companies with high and low CSR disclosure on 

tax avoidance. The study proves that tax aggressiveness has increased rapidly since the 

last 20 years (Lanis & Richardson, 2013). Tax aggressiveness, of course, violates the 

social and ethical aspects because it dramatically influences the government's ability to 

provide public goods. 

 

Based on the results of research Fallan and Fallan (2019) conducted in Norway and Lanis 

and Richardson (2013) in Australia, similar studies should also be conducted in 

Indonesia. The purpose of this research is to prove whether there are differences 

between companies with high and low CSR disclosure on tax avoidance. This is because 

the results of the two studies stated that different CSR disclosures could be used to 

detect tax avoidance. While in Indonesia, there are only regulations regarding the 

obligation to disclose CSR, as stipulated in the Act. Limited company. The second part of 

article 66, paragraph 6 of the Law. No. 40 of 2007 concerning Limited Liability 

Companies states that in the annual reports made by each company, at least disclose 

various reports which include reports on the implementation of social and 

environmental responsibility (OJK, 2016). 

 

Based on the explanation of the theory and some previous studies that have been 

explained before, the researchers hypothesize: 

 

H1: There is a difference between companies with high and low CSR disclosure on tax 

avoidance. 
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Research Method 
 

This type of research is a comparative study that compared companies that do high CSR 

disclosures with companies that do low CSR disclosures and their effects on tax 

avoidance. Is there a difference between companies with low CSR disclosure and high 

tax avoidance. 

 

The sample used is companies listed on the IDX in 2017. The selection of companies 

listed on the IDX as a sample is because they want to get a general picture of the broad 

comparison of CSR disclosures of all companies going public in Indonesia. 

 

Purposive sampling technique was used as a method for determining the number of 

samples. The following are the sampling criteria set by the first researcher, companies 

listed on the IDX 2017 in addition to the financial sector. Second, companies that issue 

2017 sustainable reports using the GRI Standard or GRI 4.0 guidelines. Third, companies 

that include tax expense information and profit before tax in the 2017 financial 

statements. Based on the established sample criteria, the number of samples used in 

this study was 38 companies. 

 

The type of data used is secondary data. The data source comes from the sustainability 

report to find out the number of CSR disclosures and the company's financial statements 

to determine tax avoidance. 

 

Tax avoidance is an independent variable in this study. Tax avoidance is an action to 

minimize the tax burden by utilizing taxation loopholes (Inkiriwang, 2017). Penghindaran 

pajak dalam penelitian ini diproksikan dengan earning tax rate (ETR). Tax avoidance in 

this study is proxied by earning tax rate (ETR). Based on a review of tax research 

conducted (Hanlon & Heitzman, 2010), ETR is a proxy used for tax avoidance. ETR can be 

calculated with the following formula: 

 

 
 

ETR values range from 0 to 1. The smaller the ETR value, the higher the tax avoidance, 

and vice versa (Astuti & Aryani, 2016).  

 

In this study, disclosure of Corporate Social Responsibility (CSR) was an independent 

variable. CSR is a form of fulfilling social responsibility to stakeholders for business 

actions taken by the company so that the company's goals are not only profit-oriented 

but also on the environment (Hidayat, Ompusunggu, & Suratno, 2018b). This study 

refers to the Global Reporting Index (GRI) Standard and GRI 4.0. When the company 

discloses the indicator, it is given a value of 1, if not given a value of 0(Ningrum et al., 

2018). Next, all indicators disclosed are added up. Following is the formula for 

calculating the amount of CSR disclosure made by a company:  
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CSR Disclosure =  

Information  ∑Xi : the number of CSR indicators disclosed by the company 

  N : number of indicators according to GRI Standard / GRI 4.0 

 

To determine the companies classified as high and low CSR disclosures, the researchers 

calculated the average number of CSR disclosures (the mean). The author sets the 

average as a cut off based on personal justification. This is due to the absence of 

government regulations regarding how many CSR disclosures companies must report. If 

a company has a CSR disclosure value above the average, then the company is classified 

as high CSR disclosure and given a value of 1. However, if the amount of CSR disclosure 

is below average, then given a value of 0. 

 

The data analysis technique uses the t-test independent difference test with SPSS 

statistical tool version 24. The reason for using the T-test independent difference test is 

the research data, including parametric statistics. 

 

 
Result and Discussion 

 

Before the discussion, the first thing the researcher did was to ensure that the data used 

were normally distributed. This was so that the results of the discussion are not biased. 

Based on the test results on 38 samples, it appeared that the data are normally 

distributed. This is proven by the residual significance value of 0.2, which means that the 

value is> 0.05. The residual significance value of 0.2 explained that there are differences 

between the study sample data. It has been proven that the data is normally distributed 

so that statistical testing can proceed. Next, Table 1 explained descriptive statistics.  

 

The lower the value of ETR, the higher the tax avoidance carried out. On average, 

sample companies still take tax avoidance measures. An average ETR of 28.46% supports 

this. These results have the meaning of 100% profit before tax generated, the average 

amount of tax burden paid by the company is 28.46%. 

 

Companies in Indonesia, on average, make CSR disclosures of 47.3% of the total 

disclosure indicators according to GRI standards and GRI 4.0. It can also be said that CSR 

disclosure by companies in Indonesia is still not optimal. The average CSR disclosure of 

companies in Indonesia has not reached 50% of the total indicators. Both contained in 

the GRI Standard and GRI 4.0. It can be said that the company has only aborted 

obligations to report on its social responsibilities. However, the extent of the minimum 

disclosure, there are still no rules that require. The highest CSR disclosure is in PT. Asia 

Pulp, which is 67.46%, during PT. PELNI made the lowest CSR disclosure, only 31.75%. 

 

Table 1 Descriptive Statistics 

Information Highest Value Lowest Value Average Standard Dev. 

Tax Avoidance (ETR) 0.7789 0.0117 0.2846 0.1881 

CSR Disclosure 0.6746 0.3175 0.472675 0.979278 
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Table 2 Company Distribution 

Information Code Number of Companies CSR Disclosure Average 

CSR Disclosure 1 16 49.05% 

 0 22 48.73% 

 

Furthermore, researchers gave a value of 1 for companies that revealed CSR above 

average, and a value of 0 for companies that showed CSR below average. The following 

are the results of the distribution of companies that disclose CSR above average and 

below average. 

 

Table 2 explains that more companies in Indonesia disclose below average CSR. The 

number of companies that disclose CSR above is only 16 companies. The rules regarding 

how many CSR components that must be disclosed do not yet exist. So researchers only 

use justification if the company discloses CSR above the average CSR disclosure in the 

sample company, then it is categorized as a company with high CSR disclosure.   

 

The average disclosure of CSR in the high and low categories did not differ much. Based 

on Table 2, it can be seen that the average CSR disclosure varies only by 0.32%. It can be 

said that high and low CSR disclosures are relatively the same. Even companies with high 

CSR disclosure categories have not reached an average of 50%. Researchers suspect that 

CSR disclosure is low because there are no rules regarding what components must be 

disclosed by each company. 

 

Next, the researcher examines whether there are differences between companies with 

high CSR disclosure and companies with low CSR disclosure to tax avoidance. The 

researcher conducted a different test using the independent T-test different tests. 

Different test results showed a significance value higher than 0.05, which is 0.604. It can 

be concluded that there is no difference between companies that disclose CSR above 

average and companies that disclose CSR below average to tax avoidance. Both 

companies that disclose high or low CSR have the same effect on tax avoidance. 

 

High or low CSR disclosure can be used to predict whether a company is doing tax 

avoidance. This is as explained by Fallan and Fallan (2019) and Lanis and Richardson 

(2013). Research conducted by Fallan and Fallan (2019) in Norway found that companies 

that only disclose mandatory aspects of CSR tend to have no tax avoidance measures. 

Conversely, companies that disclose more aspects of CSR that are voluntary tend to take 

more aggressive tax avoidance measures. This finding indicates that when a company 

avoids taxes but wants to keep the right image in society, the company does so by 

reporting more elements of CSR. Likewise, research conducted by Lanis and Richardson 

(2013) in Australia. The results of the study explained that companies that take more tax 

aggressiveness revealed the voluntary component of CSR. 

 

However, the results of this study have different results from the two studies. This could 

be due to differences in the characteristics of the two studies with the research 

conducted now. Indonesia is included in the country code law, but Australia (Lanis & 

Richardson, 2013) is a common law country (Ratmono & Sagala, 2015). The results of 
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previous studies (Fallan & Fallan, 2019; Lanis & Richardson, 2013) cannot be generalized 

in Indonesia. 

 

Common law is a legal system that is sourced from generally accepted customs, not the 

written rules (laws) as in civil law (Aulia & Al-Fatih, 2018). CSR is a corporate concept 

derived from common law  (Riyanto, 2017). Furthermore, the adoption of the concept of 

CSR in Indonesia is regulated in a Limited Liability Company Law. Utama (2018) 

explained that the implementation of CSR in common law countries is more than just 

compliance with the law, but on the awareness of each company to protect the 

environment and build society. This is not in line with the implementation of CSR in 

Indonesia, which seems only to fulfill the company's obligations and maintain legitimacy 

(Marthin, Salinding, & Akim, 2017).   

 

Another reason that might explain why the hypothesis is not supported is the primary 

purpose of CSR disclosure by companies in Indonesia is to gain legitimacy from the 

public (Anesa et al., 2019; Marthin et al., 2017; Utama, 2018). This indicates that the 

legitimacy that companies are trying to maintain does not originate in the realm of 

taxation, but the public, especially investors in the capital market. This also shows that 

CSR disclosure is a form of company legitimacy to stakeholders to influence the 

investment decisions of stakeholders (Dewi & Sanica, 2017; Sayekti, 2015). Lindawati 

and Puspita (2015) stated that the social and environmental consequences that exist for 

now and in the future had become one of the new consideration factors in investment 

decision making by investors in addition to financial factors. 

 

 

Conclusion 
 

This study aims to examine whether there are differences between companies that 

disclose high and low CSR on tax avoidance. Descriptive statistics show that the average 

sample company does tax avoidance. Also, the average company that discloses high CSR 

is less than companies that disclose low CSR. Statistical test results indicate that there is 

no difference in tax avoidance between companies that disclose high CSR and 

companies that disclose low CSR. The absence of differences in CSR disclosures in tax 

avoidance is suspected because CSR disclosures are used as a way to gain positive 

legitimacy from the public and investors. CSR disclosures are not used as window 

dressing for companies that avoid tax.  

 

This study has limitations, namely the number of samples that are less representative in 

representing the population. This is due to the small number of companies listed on the 

IDX in reporting and disclosing CSR in the sustainability report. The research period is 

only one year, so the results of the research are less generalizable. This study was also 

only conducted for one year so that these results do not describe the phenomena in 

time series. Suggestions for further research are to research the same topic in different 

countries, preferably in countries included in civil law. This is because the research was 

currently taking samples in Indonesia, which includes code law, and the results show 

that the level of CSR disclosure did not affect tax avoidance. In contrast to previous 
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studies that took samples in countries that are included in the common low. The results 

of the survey prove that differences in CSR disclosures can be a tool to detect whether 

or not companies take tax avoidance actions. Also, it is recommended to add years of 

observation to find more robust results. 
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