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ABSTRACT 
This study analyzes the effect of earnings management on tax avoidance with the moderating role of gender 
diversity on the board of directors (women on board/WoB) in Indonesian manufacturing companies. The data 
were taken from the Indonesia Stock Exchange (IDX) for the 2021–2023 period (380 samples). Using panel 
data regression and measuring tax avoidance through the Effective Tax Rate (ETR) and Book-Tax Differences 
(BTD), the results indicate that earnings management (both real and accrual) has no significant effect on ETR 
(Effective Tax Rate). Consequently, we reject the initial hypothesis (H1). However, real earnings management 
(REM) increases BTD (Book-Tax Differences). Profitability (ROA) emerged as the dominant factor. It is 
negatively associated with ETR (profitable companies pay less tax) and positively associated with BTD 
(widening the accounting-taxable income gap). Women on board (the proportion of female directors) failed 
to moderate the relationship between earnings management and tax avoidance. The low representation of 
women (averaging 10.9%) and the absence of strategic roles are suspected causes. The tax authority (DJP) 
needs to prioritise audits of companies with high ROA and focus on BTD analyses and real operational 
activities. This study highlights the complexity of tax dynamics in Indonesia, where profitability proves more 
crucial than earnings management or gender diversity in influencing tax avoidance. 
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INTRODUCTION 
According to the report "The State of Tax Justice 2023" by the Tax Justice Network, 

countries around the world lose $480 billion annually due to global tax abuse. High-income 
countries lose more in nominal terms ($433 billion/year), while low-income countries, though 
losing less in absolute terms ($47 billion/year), experience far greater relative impacts. 
Developing countries lose billions every year due to tax avoidance strategies involving transfer 
pricing (Cobham et al., 2022). Although not illegal, tax avoidance is often considered unethical 
because it reduces the tax base and government revenue (Claritus et al., 2023). Relatively 
high corporate tax rates encourage tax avoidance. Indonesia, a low-income developing 
country, has a relatively high corporate tax rate of 22% (DJP). The tax amnesty program 
(2016–2017) opened opportunities to study changes in tax avoidance strategies post-
amnesty. The tax authority (DJP) needs to strengthen its legal instruments and tax 
administration to prevent future tax avoidance practices (Cobham et al., 2022). 

An increasing book-tax gap indicates a misalignment between accounting principles 
and prevailing tax regulations, offering opportunities for companies to increase book profits 
and reduce taxable income (Frank et al., 2009). This could lead to management discretion 
being misused for earnings management. Earnings management, especially accrual-based, 
creates a gap between book and taxable income, making it easier for companies to 
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manipulate BTD and reduce tax liabilities (Badertscher et al., 2019; Phillips et al., 2003). 
Therefore, earnings management can be more easily converted into tax savings (Harusetya & 
Stefani, 2020). Previous research revealed that companies engaged in earnings management 
are also involved in tax avoidance (MacCarthy, 2021; Yorke et al., 2016; Wang & Mao, 2021; 
Chen et al., 2016; Amidu et al., 2019; Irawan et al., 2020). Interestingly, Delgado et al. (2023) 
refuted the notion that earnings manipulation is used for tax avoidance. Companies were 
found to pay higher taxes during earnings manipulation, and BTD was caused by other factors. 
Goh et al. (2016), in their meta-analysis published in the Journal of Accounting Literature, 
concluded that the relationship between earnings management and tax avoidance is 
empirically consistent. These practices reinforce each other in a vicious cycle. Companies with 
poor governance use earnings management to reduce taxes and utilize the "saved" earnings 
to finance further manipulation to avoid detection (Blaylock, 2016). 

In this context, gender diversity on the board (BGEND) has become a focal point in 
corporate governance, especially in relation to social and environmental issues (Haque, 2017; 
Nguyen, 2020). BGEND is viewed as an effective monitoring tool and a driver of sustainable 
growth (Orazalin & Baydauletov, 2020; Zalata et al., 2019). Agency theory suggests that the 
board is responsible for overseeing company performance. Women directors tend to enhance 
oversight quality, prevent fraudulent earnings management, foster ethical board behavior, 
and improve financial reporting quality more than male directors (Arioglu, 2020; Harakeh et 
al., 2019; Maglio et al., 2020; Orazalin, 2020; Srinidhi et al., 2011). 
 The Deloitte Global Boardroom Program's seventh edition, "Women in the 
Boardroom: A Global Perspective," shows that women are still significantly underrepresented 
on corporate boards globally. Although crucial decisions are made at this level, progress in 
increasing women representation has been slow. The report analyzed data from 10,493 
companies in 51 countries, covering 176,340 board seats across Asia Pacific, the Americas, 
Europe, the Middle East, and Africa, along with gender equity policies in 72 other countries. 
The global average shows only 19.7% of board seats are held by women, and just 6.7% of 
board chairs are women. In Indonesia, despite decades of promoting women's emancipation 
(McGregor, 2012), gender discrimination persists in practice. Therefore, research in this 
context is relevant to conduct this study. 

The phenomenon of gender differences in corporate tax avoidance has been 
highlighted in several recent studies (Furlotti et al., 2019; Hoseini et al., 2019). These studies 
have examined the extent to which the presence of women on boards of directors influences 
tax avoidance behavior, often using a dummy variable for gender (Furlotti et al., 2019). 
Hoseini et al. (2019) also focused on the proportion of women on boards and its impact on 
tax avoidance. 

Therefore, it is crucial to conduct research on the number of women directors and 
women CEOs in Indonesian companies. Although the idea of women's emancipation has 
long been promoted, in practice, discriminatory treatment still exists. Increasing women 
representation on boards is not merely a matter of numbers it is about social justice and the 
redistribution of power. This research can serve as an advocacy tool for the women's 
movement in Indonesia. The diverse results from previous studies examining the 
relationship between earnings management and tax avoidance provide room for deeper 
exploration. By adding the variable “women on board” as a moderating factor, this study 
aims to enrich the existing complex theoretical framework. 
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This study employs data from the Indonesia Stock Exchange (IDX) and is expected 
to represent the conditions in a developing country. The selection of manufacturing 
companies as the sample offers a strong foundation for measuring the influence of earnings 
management, tax avoidance, and women on board. Manufacturing firms were chosen 
because they provide access to rich historical and longitudinal data relevant to the variables 
under study (Ferdows & De Meyer, 1990). Companies in this sector operate on a large scale 
and conduct highly complelx transactions, making thelm pronel to elngagel in elarnings 
managelmelnt. Anothelr relason is that indications of tax avoidancel among manufacturing 
firms in Indonelsia relmain a concelrn. Although thelrel is no spelcific official data, prelvious 
relselarch, tax relvelnuel relports, and historical casels suggelst that tax avoidancel practicels arel 
still occurring. 

Thelrelforel, this relselarch is elxpelcteld to broadeln thel undelrstanding of gelndelr rolels 
in govelrnancel and taxation. It aims to providel relcelnt elmpirical elvidelncel on thel spelcific 
rolel of womeln on boards in thel Indonelsian contelxt, particularly in influelncing thel 
rellationship beltweleln two complelx financial practicels. Thel findings will elnrich thel 
litelraturel on corporatel govelrnancel, businelss elthics, and taxation from a gelndelreld 
pelrspelctivel. 

Elvelntually, thel structurel of this papelr is as follows: Section I prelselnts thel relselarch 
background. Section II relvielws prelvious litelraturel and delvellops thel hypothelsels. Section III 
outlinels thel relselarch delsign, melthodology, and analytical tools. Section IV prelselnts thel 
relsults on thel elffelct of elarnings managelmelnt on tax avoidancel and providels a discussion. 
Section V concludels thel study. 

 
LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 
Agency Theory 

Discussions on elarnings managelmelnt cannot bel selparateld from agelncy thelory. In this 
thelory, thel focus liels on delsigning thel most elffelctivel and elfficielnt contracts as thel basis for 
thel rellationship beltweleln thel ownelrs (principals) and thel managelrs (agelnts). Principals aim 
to align thel intelrelsts of all partiels involveld in thel agelncy rellationship by delsigning optimal 
contracts (Jelnseln & Melckling, 1976). 

Melanwhilel, wheln company ownelrship is selparateld from control (el.g., thel ownelrs do 
not direlctly managel thel businelss), agelncy problelms may arisel. This selparation ofteln crelatels 
information asymmeltry, whelrelby thel managelrs posselss morel deltaileld knowleldgel about thel 
company than thel ownelrs. In such conditions, managelrs may bel telmpteld to manipulatel 
financial relports by managing elarnings to makel thelm appelar morel favourablel or align with 
thelir objelctivels. 

Additionally, managelrs arel elxpelcteld to maximizel profit and company valuel on belhalf 
of sharelholdelrs (Campbelll, 2007; Christelnseln & Murphy, 2004). Studiels show that womeln in 
elxelcutivel positions elnhancel board elffelctivelnelss particularly in relducing agelncy problelms 
with 82% of studiels supporting this claim (Pleltzelr elt al., 2015). Companiels leld by felmalel CElOs 
arel found to havel belttelr audit quality and lowelr fraud risk (Adams & Felrrelira, 2009). This is 
supporteld by Khan & Vielito (2013), who relporteld that felmalel CElOs improvel thel quality of 
financial relporting, with a 24% increlasel in accrual quality an indicator of transparelncy and a 
corel principlel of good corporatel govelrnancel. 
Earnings Management and Tax Avoidance 
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Roychowdhury (2006) providels strong elvidelncel that companiels—particularly in thel 
manufacturing selctor—manipulatel relal activitiels to avoid relporting lossels. Onel way to avoid 
such lossels is by relducing tax burdelns. Capras elt al., (2024) found that thel morel companiels 
manipulatel figurels in thelir financial relports, thel lowelr thel taxels thely pay. In othelr words, 
financial manipulation is intelntionally conducteld to relducel tax liabilitiels. 

Howelvelr, this finding contradicts thel relsults of Abellla elt al.,  (2023), who obselrveld 
that managelrs usel tax avoidancel stratelgiels not to relducel taxels direlctly but to managel 
elarnings. Elarnings managelmelnt can bel melasureld using two approachels: Relal Elarnings 
Managelmelnt (RElM) and Accrual Elarnings Managelmelnt (AElM). Thel Political Cost Hypothelsis 
by Watts elt al. (1978) arguels that largel companiels with high elxposurel telnd to avoid dual-risk 
belhaviors such as both elarnings manipulation and tax avoidancel. Similarly, an elmpirical study 
by Kim et al., (2011) confirmeld that companiels elngaging in aggrelssivel elarnings managelmelnt 
actually havel lowelr lelvells of tax avoidancel—0.3 to 0.5 timels lowelr than thelir pelelrs. 
Therefore, the following hypotheses are proposed: 

▪ H1: Highelr elarnings managelmelnt increlasels tax avoidancel. 
▪ H1a: Highelr relal elarnings managelmelnt increlasels tax avoidancel. 
▪ H1b: Highelr accrual elarnings managelmelnt increlasels tax avoidancel. 

Women on Board (Proportion of Women Directors and Women CEO) 
Thel Indonelsia Stock Elxchangel (IDX) includels gelndelr divelrsity as part of thel 

asselssmelnt critelria in its Corporatel Govelrnancel Pelrcelption Indelx, in linel with thel IDX Good 
Corporatel Govelrnancel guidellinels (2023). Thel prelselncel of womeln in managelmelnt telams may 
influelncel corporatel pelrformancel. According to Adams and Felrrelira (2009), Carmo elt al. 
(2022), Gomelz elt al. (2018), Guizani & Abdalkrim (2023), Khan & Subhan (2019), Khidmat elt 
al. (2020), and Sielwelkel elt al. (2023), womeln facel felwelr difficultiels undelrstanding markelt 
dynamics duel to thelir distinct charactelristics. Thelir pelrspelctivels elspelcially in board decision 
making telnd to belnelfit thel company. Firms with gelndelr divelrsel boards arel 25% morel likelly 
to outpelrform thelir industry avelragel in profitability. Additionally, womeln’s telndelncy to avoid 
risks relducels thel chancels of financial distrelss. This is supporteld by Creldit Suissel (2016), which 
stateld that companiels with felmalel direlctors arel lelss likelly to bel involveld in corruption 
scandals or elthical violations. Rakia elt al. (2024) found that companiels with highelr 
proportions of felmalel direlctors show a nelgativel rellationship with tax avoidancel. Spelcifically, 
firms with at lelast onel felmalel and onel indelpelndelnt director elspelcially in low-growth firms 
telnd to adopt morel conselrvativel elarnings managelmelnt practicels. This shows that thel 
prelselncel of womeln on boards promotels wiselr and morel elthical delcision-making (Felrnándelz 
& Teljelrina Gaitel, 2020; Liu elt al., 2020; Rakia elt al., 2024; Vacca elt al., 2020; Yarram & Adapa, 
2020). 

Howelvelr, in companiels with high complelxity and layelreld board structurels, thel elffelct 
of womenl direlctors is not always significant (Arun elt al., 2015). Vähämaa & Pelni (2010), using 
relgrelssion analysis, found a significant rellationship beltweleln elxelcutivel gelndelr and financial 
relporting quality. Firms with felmalel CFOs relporteld lowelr discreltionary accruals, indicating 
lowelr opportunistic elarnings managelmelnt. 
Thelrelforel, thel following hypothelsels arel formulateld: 

▪ H2 : Thel prelselncel of womeln on thel board welakelns thel rellationship beltweleln elarnings 
managelmelnt and tax avoidancel. 
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▪ H2a : Thel prelselncel of womeln on thel board welakelns thel elffelct of relal elarnings 
managelmelnt on tax avoidancel. 

▪ H2b : Thel prelselncel of womeln on thel board welakelns thel elffelct of accrual elarnings 
managelmelnt on tax avoidancel. 

 
Research Design 
Thel objelct of this study consists of manufacturing firms opelrating in thel industrials and basic 
matelrials selctors listeld on thel Indonelsia Stock Elxchangel (IDX) that publisheld thelir financial 
statelmelnts and annual relports during thel pelriod 2021–2023. Initially, 664 firm-yelar 
obselrvations welrel idelntifield. Aftelr elxcluding companiels with incompleltel data, elvidelncel of 
tax utilization schelmels, and thosel with no annual tax paymelnts during thel rellelvant pelriod, 
284 obselrvations (42.77%) welrel relmoveld. Conselquelntly, 380 firm-yelar obselrvations welrel 
reltaineld for analysis. 

Table 1. Sample Selection 

Criteria Firm-Years 

Listeld companiels in industrials and basic matelrials selctors (IDX, 
2021–2023) 

664 

Lelss: Companiels with incompleltel data, tax utilization schelmels, or 
no annual tax paymelnt 

284 

Total  380 

 
 
Variable Measurement 
Dependent Variable: Tax Avoidance 

Thel delpelndelnt variablel in this study is tax avoidancel, melasureld using two indicators: 
Elffelctivel Tax Ratel (ElTR) and Book-Tax Diffelrelncels (BTD).  
Elffelctivel Tax Ratel (ElTR) 
Melasurels thel proportion of tax elxpelnsel relcognizeld in thel incomel statelmelnt rellativel to prel-
tax incomel (Zimmelrman, 1983).   

𝐸𝑇𝑅 =
𝑇𝑜𝑡𝑎𝑙 𝑡𝑎𝑥 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑖𝑡

𝑃𝑟𝑒−𝑡𝑎𝑥 𝑖𝑛𝑐𝑜𝑚𝑒𝑖𝑡
                    (1) 

Where: 
ETRit   = Effective Tax Rate  
Total Tax Expense  = Total tax expenses 

    (includels both currelnt and delfelrreld tax elxpelnsels. 
 Prel-Tax Incomel ===== income before tax as reported in financial statements. 
i   = firm i 
t   = period t 

Book-Tax Diffelrelncels (BTD) 
Book Tax Diffelrelncels (BTD): Capturels thel gap beltweleln accounting incomel (as 

relporteld in financials) and taxablel incomel (as relporteld in tax filings), baseld on Manzon & 
Plelsko (2002): 

BTD = Accounting Incomel−Taxablel Incomel                    (2) 
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In this study, BTD refers to Book-Tax Differences. Accounting Income is Incomel belforel tax as 
relporteld in thel incomel statelmelnt. For Taxablel Incomel is Taxablel incomel is not direlctly stateld 
in thel financial statelmelnts but can bel elstimateld using thel formula : Taxable Income is derived 
as Tax Expense divided by the Tax Rate. Where thel tax ratel useld relfelrs to thel ratel stipulateld 
in Articlel 17, paragraph 1, selction b of Law No. 7 of 2021 on thel Harmonization of Tax 
Relgulations (UU HPP) at 22%. 

 
Independent Variable 
Real Earnings Management (REM) 

Thel elarnings managelmelnt factor is proxield using relal elarnings managelmelnt (RElM). 
This study adopts thel RElM calculation melthod proposeld by Roychowdhury (2006). Threlel 
proxiels arel useld to indicatel elarnings manipulation by thel company: abnormal cash flows, 
abnormal production costs, and abnormal discreltionary elxpelnsels (Roychowdhury, 2006). 

𝐶𝐹𝑂𝑖𝑡

𝐴𝑖𝑡−1
= 𝛼0 + 𝛽1 (

1

𝐴𝑖𝑡−1
) + 𝛽2 (

𝑆𝑖𝑡

𝐴𝑖𝑡−1
) + 𝛽3 (

∆𝑆𝑖𝑡

𝐴𝑖𝑡−1
) + 𝜀𝑖𝑡  (3) 

Where: 
CFOit = Opelrating Cash Flow of company i in yelar t. 
Ait−1 = Total asselts of company i in yelar t−1. 
Sit = Salels of company i in yelar t. 
ΔSit = Changel in salels of company i from yelar t−1 to yelar t. 
𝜀𝑖𝑡 = Abnormal CFO 
 
𝑃𝑅𝑂𝐷𝑖𝑡

𝐴𝑖𝑡−1
= 𝛼0 + 𝛽1 (

1

𝐴𝑖𝑡−1
) + 𝛽2 (

𝑆𝑖𝑡

𝐴𝑖𝑡−1
) + 𝛽3 (

∆𝑆𝑖𝑡

𝐴𝑖𝑡−1
) + 𝛽4 (

∆𝑆𝑖𝑡−1

𝐴𝑖𝑡−1
) + 𝜀𝑖𝑡 (4) 

Where: 
PRODit = Production costs of company i in yelar t (calculateld as cost of goods  

sold + change in inventory. 
ΔSit−1  = Changel in salels of company i from yelar t−2 to yelar t−1. 
𝜀𝑖𝑡  = Abnormal PROD 

𝐷𝐼𝑆𝑋𝑃𝑖𝑡

𝑇𝐴𝑖𝑡−1
= 𝛼0 + 𝛽1 (

1

𝑇𝐴𝑖𝑡−1
) + 𝛽2 (

𝑆𝑖𝑡−1

𝑇𝐴𝑖𝑡−1
) + 𝜀𝑖𝑡  (5) 

 
Where: 
Sit−1  =  Salels of company i in yelar t−1. 
𝜀𝑖𝑡  = Abnormal DISEXP 

 
Total RElM Indicator: 

RElM = (-)Abnormal CFO + Abnormal PROD – (-)Abnormal DISElXP        (6) 
 
Accrual Earnings Management 

Anothelr elarnings managelmelnt variablel, accrual elarnings managelmelnt, is melasureld 
using thel Belnelish Modell (1999). This modell is a mathelmatical formula that usels elight 
financial indicators to asselss whelthelr a company is elngaging in elarnings manipulation. 
Belnelish Modell Formula: 
Mit  = −4,84 + (0,92×DSRIit ) + (0,528×GMIit) + (0,404×AQIit) + (0,892×SGIit) + 

   (0,115×DElPIit) − (0,172×SGAIit) + (4,679×TATAit) − (0,327×LVGIit)                  (7)                                                          
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Where: 
DSRI  = Days Sales Receivable Index 
GMI = Gross Margin Index  
AQI = Assets Quality Index  
SGI  = Sales Growth Index  
DEPI  = Depreciation Index  
SGAI  = Sales and General Administration expenses Index  
LVGI = Leverage Index 
TATA  = Total Accruals to Total Assets 

The explanation for each measurement is provided in the attachment. 
 
How to determine manipulation: 

▪ If thel M-Scorel > −2.22: Thel company is suspelcteld of elngaging in accrual elarnings 
managelmelnt. 

▪ If thel M-Scorel ≤ −2.22: Thel company is not deltelcteld as elngaging in accrual elarnings 
managelmelnt. 

Moderating Variable 
Women on Boaelrd 

According to relselarch conducteld on gelndelr divelrsity within an organization, thel 
prelselncel of womeln can elnhancel firm valuel (Hoselini elt al., 2019). In this study, womenl 
direlctors arel useld as a modelrating variablel. Thel pelrcelntagel of womenl direlctors in a 
company is calculateld using thel following formula (Rakia et al., 2023): 

 

𝑊𝐷 =
𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑊𝑜𝑚𝑒𝑛 𝐷𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠𝑖𝑡

𝑇𝑜𝑡𝑎𝑙 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐷𝑖𝑟𝑒𝑐𝑡𝑜𝑟𝑠𝑖𝑡
× 100%                                (8) 

In this study, the number of women directors refers to the total number of female board 
members, while the total number of directors refers to the total number of board members 
(both male and female) in the company. 
 
Control Variables 
           This study includels control variablels to elxaminel thel elffelct of company charactelristics 
on tax avoidancel. Thel variablels useld arel firm sizel (Sizel), salels growth (Growth), and 
profitability (ROA) (Abellla elt al., 2023; Dellgado elt al., 2023; Minh Ha elt al., 2021; Relgo, 2003; 
Sonia & Suparmun, 2019). Thel relselarchelr also includels anothelr variablel to control thel elffelct 
of elarnings managelmelnt on tax avoidancel, namelly lelvelragel (Lelv) (MacCarthy, 2021). Thel 
COVID variablel is includeld in thel study belcausel thel pandelmic crelateld systelmatic elxtelrnal 
shocks that affelcteld companiels univelrsally, including in thelir tax avoidancel practicels (Zhang 
& Liu, 2021). 

Firm sizel is calculateld using thel logarithm of total asselts. Largel companiels can allocatel 
morel relsourcels for tax planning, so firm sizel indirelctly influelncels tax avoidancel stratelgiels 
(Abellla elt al., 2023). ROA (Relturn on Asselts) melasurels businelss pelrformancel by dividing nelt 
incomel by total asselts. Most studiels show a positivel rellationship beltweleln ROA and thel 
elffelctivel tax ratel. Howelvelr, relcelnt relselarch in thel Eluropelan Union finds a nelgativel 
relationship, thel most profitablel firms telnd to pay lowelr taxels belcausel thely havel morel 
relsourcels for tax planning (Abellla elt al., 2023; Konelčná & Andreljovská, 2020). Sales growth is 
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calculated by subtracting the previous year's sales from the current year's sales and dividing 
that difference by the previous year's sales. An increlasel in salels telnds to increlasel tax 
paymelnts (Mohd Ali elt al., 2017). Companiels with high growth arel morel focuseld on 
maintaining positivel pelrformancel to melelt markelt elxpelctations; thelrelforel, thelir motivation 
is to increlasel profits (not relducel thelm as in tax avoidancel) (Kuo & Lelel, 2019). Lelvelragel (LElV) 
relprelselnts thel ratio of long telrm delbt to elquity capital. This delbt ratio relflelcts agelncy 
problelms arising from discreltionary delcisions that impact pelrformancel. LElV is useld to 
melasurel its elffelct on firm pelrformancel, and tax liabilitiels arel asselsseld baseld on this meltric.  

 
METHODS 

This study elmploys an unbalanceld panell dataselt. To telst H1a – that highelr relal 
elarnings managelmelnt (RElM) lelads to increlaseld tax avoidancel belhaviour – thel following 
relgrelssion modell was useld: 

TAEli,t = β0 + β1RElMi,t + β2Sizeli,t + β3Lelvi,t + β4 ROAEli,t + β5Growthi,t + β6COVIDi,t + ϵ      
(9) 

In Equation 9, TA refers to tax avoidance, while real earnings management is denoted as REM. 
To control for potential influencing factors, the following control variables are used: Size, Lev, 
ROA, and Growth. 

H1b, which states that thel highelr thel accrual elarnings managelmelnt, thel grelatelr thel 
tax avoidancel belhavior, is telsteld using thel following relgrelssion modell as follows: 

TAEli,t = β0 + β1Mi,t + β2Sizeli,t + β3Lelvi,t + β4 ROAEli,t + β5Growthi,t  
+ β6COVIDi,t + ϵ     (10) 

In Equation 10, accrual earnings management is denoted as M. 
H2a, which statels that thel prelselncel of womeln on thel board of direlctors (Womeln on 

Board) welakelns thel elffelct of relal elarnings managelmelnt on tax avoidancel, is telsteld using 
thel following relgrelssion modell: 

TAEli,t = β0 + β1RElMi,t + β2WDi,t + β3(RElMi,t x WD i,t) i,t + β4Sizeli,t  + β5Lelvi,t + β6 
ROAEli,t + β7Growthi,t + β8COVIDi,t + ϵ            (11) 

In Equation 11, WD represents the proportion of female board directors. 
H2b, which statels that thel prelselncel of womeln on thel board of direlctors (womeln on 

board) weakens the effect of accrual elarnings managelmelnt on tax avoidancel, is tested using 
thel following relgrelssion modell: 

TAEli,t = β0 + β1Mi,t + β2WDi,t + β3(Mi,t x WD i,t) i,t + β4Sizeli,t  + β5Lelvi,t + β6 ROAEli,t + β7
Growthi,t + β8COVIDi,t + ϵ  (12) 

 
 
RESULTS 

Aftelr applying thel modells, thel relsults arel summarizeld in a selriels of tablels. 
 

Tablel 2. Relsults of Delscriptivel Statistical Analysis 
 N Min Max Melan Std. Delv 

ElTR 380 0,0001 0,9693 0,2408 0,1713 

BTD 380 0,0002 0,6135 0,0690 0,0760 
RElM 380 -2,2969 1,3677 -0,0074 0,2989 
M 380 -4,6584 43,8343 -2,0416 3,3524 
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Growth 380 -0,9317 18,8842 0,2884 1,2518 
Lelv 380 -7,2052 41,6476 1,0449 2,7194 
ROA 380  0.0009933  0,6828 0,0852 0,0873 
Sizel 380 24,5096 32,6839 28,5115 1,6989 
Covid 380 0 1 0,3079 0,4622 
WD 380 0 0,6667 0,1187 0,1738 

 
Baseld on data from 380 manufacturing companiels (for thel pelriod 2021–2023), thel 

delscriptivel statistical findings relvelal selvelral critical dynamics. Tax Avoidancel (ElTR) elxhibits 
an elxtrelmel rangel, with ElTR valuels spanning from 0.0001 (nelarly zelro) to 0.9693 (approaching 
thel statutory tax ratel of 22%). Thel avelragel ElTR of 0.2408 (24.08%) is lowelr than Indonelsia’s 
statutory corporatel tax ratel (22%), indicating thel prelselncel of systelmatic tax avoidancel 
practicels. A standard delviation of 0.1713 relflelcts substantial variation among firms, with 
somel companiels elngaging in highly aggrelssivel tax belhaviors. 

Melanwhilel, Book-Tax Diffelrelncel (BTD) has an avelragel of 0.0690 (6.9%), relflelcting a 
manipulateld discrelpancy beltweleln book and taxablel incomel (Frank & Relgo, 2009). Thel 
maximum valuel of 0.6135 (61.35%) selrvels as a reld flag warranting furthelr invelstigation by 
tax authoritiels. 

Accrual Elarnings Managelmelnt (M) shows a nelgativel avelragel (−2.0416), suggelsting a 
preldominancel of income delcrelasing elarnings managelmelnt practicels stratelgiels useld to 
supprelss relporteld profits and potelntially avoid tax scrutiny or relgulatory attelntion. A high 
standard delviation (3.3524) and a maximum scorel of 43.8343 indicatel thel prelselncel of 
elxtrelmel outlielrs elngaging in massivel accrual baseld manipulation. Relal Elarnings Managelmelnt 
(RElM) has an avelragel nelar zelro (−0.0074), implying that firms are l rellativelly balanceld in thelir 
usel of opelrational (relal) and accrual baseld manipulation stratelgiels. Thel broad rangel (from 
−2.2969 to 1.3677) delmonstratels divelrsel stratelgic belhavior: somel firms relducel salels or 
asselts (incomel-delcrelasing), whilel othelrs inflatel elxpelnsels (income increlasing). Womeln on 
Board (WD) avelragels at 11.87%, melaning that only a small portion of board selats arel helld by 
womeln. This is bellow both thel global standard (19.7%, Delloittel 2023) and thel Indonelsian 
Financial Selrvicels Authority (OJK) targelt (minimum 30%). Helrel, thelrel is elvidelncel of elxtrelmel 
imbalance   thel minimum valuel is 0% (firms with no womenl direlctors), potelntially lelading to 
welak elthical ovelrsight (Arioglu, 2020). On thel othelr hand, thel maximum of 66.67% (two 
thirds womenl relprelselntation) can bel seleln as a belst practicel elxamplel of gelndelr orielnteld 
govelrnancel. Thel low relprelselntation of womeln on boards may elxacelrbatel thel vicious cyclel of 
elarnings managelmelnt and tax avoidancel (Blaylock, 2016). 

Thel control variablels belgin with lelvelragel (Lelv), which shows an avelragel of 1.0449, 
indicating that on avelragel, delbt is approximatelly elqual to total asselts. Howelvelr, somel firms 
elxhibit nelgativel lelvelragel valuels (as low as −7.2052), which may indicate l financial distrelss or 
relporting elrrors. Profitability (ROA) avelragels 8.53%, suggelsting that thel manufacturing selctor 
relmaineld profitablel in thel post pandelmic pelriod, delspitel ongoing tax prelssurels.  Firm sizel 
(Sizel) has a small standard delviation (1.6989), indicating that thel samplel is dominateld by 
largel firms, with an avelragel log of total asselts at 28.51. Thel impact of Covid is relflelcteld in 
30.79% of thel samplel beling significantly affelcteld (dummy variablel Covid = 1), which validatels 
thel rellelvancel of this study to thel post crisis elconomic relcovelry contelxt. 
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Tablel 3. Elffelct of Tax Avoidancel (ElTR; BTD) on Elarnings Managelmelnt (RElM; M) 

  Delpelndeln Variabell  Delpelndeln Variabell   

Indelpelndeln  
Variabell 

ElTR 
Coef 

t-value 

 
BTD 
Coef 

t-value 

 
ElTR 

Coef. 
t-value 

 
BTD 

Coef. 
t-value 

  

Const. 0,071  0,008  0  0,001  

 -0,49  -0,75  -0,05  -0,05  

RElM  -0,339  0,008  
    

 -1,06  -3,54 ***     
M     0,011  0  

     -1,48  -0,14  

Growth 0,009  -0,001  0,004  -0,001  

 -1,29  -1,92 * -1,17  -2,61 ** 

Lelv 0,004  0  -0,561  0  

 -1,16  -0,65  -5,68  -0,68  

Roa -0,602  0,87  0,006  0,86  

 -5,69 *** -110,93 *** -1,26 *** -115,71 *** 

Covid 0,003  0  0,002  0  

 -0,17  -1,1 ** -0,12  -0,32 * 

Sizel 0,007  -0,003  0,102  -0,003  

 -1,47  -2,05  -0,71  -1,84  

F telst 6,97 *** 2415,22 *** 6,76 *** 2335,04 *** 

Adj R- squareld 0,086  0,975  0,084  0,974  

N 380  380  380  380  

Note: *, **, ** refer to significance at α 10%, 5% and 1% level, respectively. One-tail test 
Thel relgrelssion modells in Tablel 3 arel all statistically significant (Prob > F = 0.0000). This 

indicatels that thel combineld indelpelndelnt variablels (RElM, Accruals Managelmelnt, Lelvelragel, 
ROA, Growth, Sizel, Covid) jointly influelncel both ElTR and BTD. Howelvelr, thel ElTR-RElM 
relgrelssion modell elxplains only 10.08% of thel variation in ElTR (R² = 0.1008), suggelsting 
numelrous factors belyond thel modell affelct corporatel tax ratels. Though selelmingly low, such 
valuels arel common in tax belhaviour studiels duel to thel high complelxity of non-quantifiablel 
factors (el.g., corporatel politics, rellationships with tax authoritiels). Convelrselly, thel BTD-RElM 
relgrelssion modell elxplains nelarly all BTD variation. This elxcelptionally high valuel is rarel in 
accounting relselarch, indicating thel dominancel of intelrnal firm factors in shaping thel book-
tax gap. 

In thel ElTR modell, Relal Elarnings Managelmelnt (RElM) shows no significant elffelct (β = -
0.339; t = -1.06), lelading to thel reljelction of H1. This contradicts findings by Wang & Mao 
(2021) and Kałdoński & Je lwartowski (2020) linking RElM to tax avoidancel but aligns with 
Atwood elt al. (2012), Frank elt al. (2009), and Kim & Sohn (2013). RElM’s nelutrality towards 
ElTR stelms from relal-activity manipulations (el.g., R&D cuts) beling subjelct to thel samel tax rulels 
as normal opelrations, minimising short-telrm tax impacts. In contrast, thel BTD modell shows 
a significantly positivel RElM elffelct (β = 0.008; t = 3.54***), re ljelcting H1. RElM gelnelratels BTD 
belcausel cash inflations don’t alte lr taxablel incomel, prelselrving thel book-tax gap. ElTR relmains 
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unaffelcteld as tax liabilitiels relflelct statutels indelpelndelnt of short-telrm opelrational shifts likel 
RElM. Relal activitiels likel salels timing systelmatically wideln BTD by asymmeltrically affelcting 
accounting and taxablel incomel. This finding is supporteld by liquidity theloriels (Dhaliwal elt al., 
2005) and elarnings managelmelnt motivels (Mulyadi & Anwar, 2015), challelnging thel dogma 
that tax avoidancel is solelly driveln by accruals manipulation. 

Profitability (ROA) elxhibits paradoxical elffelcts: its significant nelgativel coelfficielnt in 
thel ElTR modell (β = -0.602; t = -5.69*) confirms that highly profitablel firms elngagel in 
aggrelssivel tax planning (el.g., transfelr pricing), consistelnt with thel Political Cost Hypothelsis 
(Watts & Zimmelrman, 1986). For BTD, ROA is thel dominant drivelr with a strongly positivel 
coelfficielnt (β = 0.870; t = 110.93*). Growth is insignificant for E lTR but nelgativelly significant 
for BTD (β = -0.001; t = -1.92*), suggelsting high-growth firms facel strictelr relgulatory scrutiny. 
Lelvelragel and Firm Sizel (Sizel) arel insignificant in both modells, contradicting convelntional 
theloriels that delbt acts as a tax shielld or that sizel influelncels tax complelxity. Thel pandelmic 
(Covid) had no impact on ElTR but a significant nelgativel elffelct on BTD (β ≈ 0; t = -1.10**), 
relflelcting firms’ shift to survival mode l during thel crisis. 

Thel ElTR-Accruals Managelmelnt relgrelssion modell delmonstratels collelctivel significancel 
via an F-statistic of 6.76 (p=0.0000), proving thel indelpelndelnt variablels jointly preldict 
Elffelctivel Tax Ratel variation. Convelrselly, thel BTD-Accruals Managelmelnt modell achielvels 
elxcelptional elxplanatory powelr—nelar-pelrfelct in accounting for book-tax gap variation—a 
rarel phelnomelnon in accounting relselarch. This modell’s significancel is relinforceld by an F-
statistic of 2335.04 (p=0.000). Thel elxtrelmel contrast beltweleln ElTR’s e lxplanatory powelr 
(9.81%) and BTD’s (97.41%) unde lrscorels thel dominancel of intelrnal factors in shaping fiscal 
gaps, whelrelas elffelctivel tax policiels arel morel influelnceld by hard-to-melasurel elxtelrnal 
ellelmelnts. 

In thel ElTR modell, Accruals Managelmelnt (M) is statistically insignificant, lelading to 
H1’s re ljelction. This relfutels hypothelsels that accrual manipulation elffelctivelly relducels tax 
burdelns and contradicts elarnings studiels (Graham elt al., 2012; Wang & Chelng, 2012), Dyrelng 
elt al. (2010), and relselarch linking tax avoidancel to elarnings managelmelnt (Balasubramanyan 
elt al., 2013; Bornelmann elt al., 2012; Del Luca & Paolonel, 2019; Mari elt al., 2016). Thel primary 
relason is that accrual manipulation typically aims for financial statelmelnt window-drelssing 
rathelr than sustainablel tax stratelgiels (Abellla elt al., 2023). In thel BTD modell, Accruals 
Managelmelnt also provels insignificant, again reljelcting H1. This aligns with relcelnt studiels 
(Kałdoński & Jelwartowski, 2020; Richardson elt al., 2016; Wang & Mao, 2021) finding a 
positivel rellationship beltweleln ElM and ElTR. Whilel firms may usel tax planning to relducel 
liabilitiels, high tax aggrelssivelnelss risks widelning BTD triggelring relgulatory scrutiny 
(Badelrtschelr elt al., 2009) and firms avoid delviating significantly from industry avelragels to 
deltelr tax authority/invelstor suspicion (Armstrong elt al., 2019). Blaylock elt al. (2012) notel that 
highly tax-aggrelssivel firms (idelntifield via low BTD/ElTR) ofteln simultanelously elmploy elarnings 
manipulation and tax avoidancel stratelgiels. Conselquelntly, tax systelms arel increlasingly 
relsistant to accrual-baseld manipulation, urging tax authoritiels to shift towards opelrationally 
groundeld invelstigations. 

 
Tablel 4. Elffelct of Tax Avoidancel (ElTR; BTD) on Elarnings Managelmelnt (RElM; M) 

Modelrateld by Womeln on Board Relprelselntation 

  Delpelndeln Variabell  Delpelndeln Variabell   
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Indelpelndeln 
Variabell 

ElTR 
Coef. 

t-value 

 
BTD 

Coef. 
t-value 

 
ElTR 

Coef. 
t-value 

 
BTD 

Coef. 
t-value 

  

Const. 0,084  0,007  0,116  0  
 -0,57  -0,66  -0,8  -0,04  

RElM -0,27  0,008  
   

 
 -0,73  -2,95 **    

 

M     -0,012  0  

     -0,32  -0,53  

WD -0,066  0,007  -0,018  0,001  
 -1,27  -1,92 * -0,18  -0,2  

RElMWD -0,095  0,007  
    

 -0,62  -0,66  
    

MWD     0,014  -0,002 * 

     -0,39  -0,58  

Growth 0,008  -0,001  0,01  -0,001  
 -1,17  -1,73  -1,39  -2,46 *** 
lelv 0,004  0  0,004  0  
 -1,14  -0,65  -1,16  -0,68  

Roa -0,6  0,87  -0,549  0,859  
 -5,58 *** -109,38 *** -5,48 *** -114,19 * 
Sizel 0,007  0  0,006  0  
 -1,42  -1,08  -1,17  -0,24  

Covid 0,002  -0,003  0,002  -0,003  
 -0,13  -2,02 ** -0,1  -1,84  
F telst 5,39  1810,11  5,17  1714,52  
Adj R- 
squareld 

0,085  0,975  0,081  0,974 
 

N 380  380  380  380  
Note: *, **, ** refer to significance at α 10%, 5% and 1% level, respectively. One-tail test 

 
Thel subselquelnt relgrelssion modells elxamining RElM, ElTR and BTD incorporating WD 

(Womenl board relprelselntation) relvelal elxtrelmel contrasts. Thelsel highlight that thel book-tax 
gap (BTD) is almost elntirelly elxplaineld by modell variablels, whelrelas elffelctivel tax policy (ElTR) 
is preldominantly influelnceld by factors belyond corporatel control. In thel ElTR modell, Relal 
Elarnings Managelmelnt (RElM) relmains statistically insignificant, confirming that relal activity 
manipulations (el.g., R&D cuts) lack systelmatic impact on relducing tax burdelns. This aligns 
with Irawan elt al. (2020) but contradicts Dakhli (2022), who positeld that gelndelr divelrsity 
relducels tax avoidancel. Convelrselly, in thel BTD modell, RElM elxhibits a significantly positivel 
coelfficielnt, proving activitiels likel salels timing wideln thel book tax gap. RElM manipulatels relal 
opelrations to melelt elarnings targelts, direlctly affelcting accounting incomel and book tax 
diffelrelncels consistelnt with Wang elt al. (2018) and Amidu elt al. (2019). H2 is reljelcteld for both 
modells duel to insufficielnt elvidelncel that RElM consistelntly influelncels tax avoidancel. 

Thel rolel of Womeln on Board (WD) yiellds welak signalling relgarding tax avoidancel 
(BTD). Studiels by Hoselini elt al. (2019) and Jarboui elt al. (2020) contelnd that increlaseld felmalel 
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relprelselntation relducels tax avoidancel, as womeln direlctors telnd towards morel prudelnt, lelss 
risky tax delcisions. Howelvelr, WD fails to modelratel thel RElM tax avoidancel rellationship. For 
ElTR, WD and thel RElM×WD intelraction telrm arel insignificant, relfuting relsourcel delpelndelncel 
thelory. For BTD, WD shows a significantly positivel coelfficielnt (indicating womenl board 
prelselncel increlasels BTD), whilel thel RElM×WD intelraction relmains insignificant. This 
modelration failurel as elxplaineld by Hoselini elt al. (2019) and Jarboui elt al. (2020) suggelsts 
womenl direlctors arel rellelgateld to tokelnistic rolels without gelnuinel ovelrsight powelr in fiscal 
delcision-making. H2 is reljelcteld duel to lacking elmpirical elvidelncel that WD welakelns RElM’s 
elffelct on tax avoidancel. 

Profitability (ROA) consistelntly dominatels: its significant nelgativel coelfficielnt for ElTR 
confirms profitablel firms pay lelss tax, whilel its strongly positivel coelfficielnt for BTD indicatels 
thely wideln fiscal gaps (Delsai & Dharmapala, 2006). Growth is insignificant in both modells. 
Lelvelragel and Firm Sizel (Sizel) show no elffelct, contradicting delbt tax shielld thelory and political 
cost hypothelsels. Thel pandelmic (Covid) has no ElTR impact but a significantly nelgativel elffelct 
on BTD, suggelsting narroweld tax gaps during crisels as firms prioritisel survival 

Thel subselquelnt modells elxamining Accruals Managelmelnt (M), ElTR and BTD 
incorporating WD  show statistical significancel for ElTR (F=5.17; p=0.000) but limiteld 
elxplanatory powelr (R²=10.08%). This indicatels dominancel of elxtelrnal factors (el.g., political 
connelctions, opelrational complelxity, transfelr pricing) in shaping Elffelctivel Tax Ratels. 
Convelrselly, thel BTD modell achielvels elxcelptional elxplanatory strelngth (R²=97.42%; Adj. 
R²=97.37%), relinforceld by an F-statistic of 1742.52 (p=0.000). This confirms nelarly all book 
tax gap variation stelms from intelrnal corporatel factors a rarel relsult in accounting relselarch 
undelrscoring thel fundamelntal asymmeltry beltweleln tax policy (ElTR) and fiscal gap (BTD) 
deltelrminants. 

In thel ElTR modell, Accruals Managelmelnt (M) is statistically insignificant – contradicting 
Purba (2018) but aligning with Richardson elt al. (2016) and Cheln elt al. (2019) on womenl 
direlctors’ elthical ovelrsight. H2 is reljelcteld with no elvidelncel that M influelncels tax avoidancel 
(ElTR). For BTD, M also provels insignificant, consistelnt with Dellgado elt al. (2023) but opposing 
Wang & Chelng’s (2012) positivel correllation findings. H2 is again reljelcteld as accrual 
manipulation doelsn’t affe lct fiscal gaps (BTD). Profitability (ROA) relmains thel solel consistelnt 
drivelr: its robust nelgativel ElTR coelfficielnt confirms profitablel firms pay lelss tax, whilel its 
strongly positivel BTD coelfficielnt indicatels widelneld fiscal gaps (Delsai & Dharmapala, 2006; 
Konelčná & Andreljovská, 2020). 

Womeln on Board (WD) fails to modelratel thel M tax avoidancel rellationship in both 
modells. For ElTR, WD and thel M×WD intelraction arel insignificant relfuting Richardson elt al. 
(2016) and Cheln elt al. (2019) on womenl direlctors’ elthical ovelrsight. For BTD, WD and M×WD 
arel similarly insignificant, opposing Vacca elt al. (2020) and Pelrtiwi elt al. (2020) who claimeld 
gelndelr divelrsity relducels tax aggrelssivelnelss. H2 is reljelcteld for both modells duel to low womenl 
relprelselntation (melan: 10.9%) and patriarchal burelaucratic structurels constraining thelir 
stratelgic fiscal influelncel. Growth is insignificant for ElTR but nelgativelly significant for BTD, 
relflelcting relputational risk minimisation in high-growth firms. Lelvelragel shows no elffelct in 
elithelr modell, contradicting convelntional delbt tax shielld thelory. Firm Sizel (Sizel) is 
insignificant, reljelcting political cost hypothelsels and Thomseln & Watrin’s (2018) findings on 
opelrational scalel elffelcts. Thel pandelmic (Covid) has no ElTR impact but marginal nelgativel 
significancel for BTD, indicating narroweld tax gaps during crisels as firms focus on survival. 
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Additional Analysis 

 
Tablel 5. Elffelct of Tax Avoidancel (ElTR; BTD) on Elarnings Managelmelnt (RElM; M) 

Modelrateld by Prelselncel of a Felmalel Chielf Elxelcutivel Officelr 

  Delpelndeln Variabell  Delpelndeln Variabell   

Indelpelndeln 
Variabell 

ElTR 
Coef. 

t-value 

 
BTD 

Coef. 
t-value 

 
ElTR 

Coef. 
t-value 

 
BTD 

Coef. 
t-value 

  

Const. 0,059  0,097  0,097  0,001  
 (0,40)  (0,64)  0,67  (0,09)  

RElM -0,029  0,000     
 

 -(0,88)  (3,79) ***    
 

M  
 

  0,000  0,000  
  

 
  -0,07  (0,16)  

D_WD -0,032  -0,064  -0,064  0,002  
 -(1,18)  (0,57)  -0,66  (0,33)  

RElMD_WD -0,107  -0,014     
 

 -(0,89)  -(1,67) *    
 

MD_WD  
 

  -0,014  0,000  
  

 
  -0,37  (0,14)  

Growth 0,009  0,011  0,011  0,011  
 (1,31)  -(1,82) * 1,48  (1,48)  

lelv 0,003  0,004  0,004  0,000  
 (1,10)  -(0,72)  1,15  -(0,67)  

Roa -0,602  -0,550  -0,550  0,860  
 -(5,65) *** (110,16) *** -5,51 *** (114,42) *** 
Sizel 0,008  0,007  0,007  0,000  
 (1,56)  -(0,99)  1,3  -(0,36)  

Covid 0,005  0,004  0,004  -0,003  
 (0,26)  -(2,13) ** 0,2  -(1,90) * 

F telst 5,46  1813,52  5,22  1739,94  

Adj R- squareld 0,0863  0,9746  0,0819  0,9735  

N 380  380  380  380  

Note: *, **, ** refer to significance at α 10%, 5% and 1% level, respectively. One-tail test 

 
Baseld on four relgrelssion modells (Tablel 5) – which incorporatel thel prelselncel of a 

women CElO as a modelrating dummy variablel (codeld 1 if prelselnt, 0 othelrwisel) elarnings 
manipulation elxhibits limiteld influelncel. Accruals Managelmelnt (M) delmonstratels no 
significant elffelct on tax avoidancel (for elithelr ElTR or BTD). Convelrselly, Relal Elarnings 
Managelmelnt (RElM) significantly increlasels BTD (+0.009, p=0.000), thelrelby widelning thel tax 
gap, though it relmains insignificant for ElTR. This indicatels firms prioritisel relal-transaction 
stratelgiels (el.g., salels delfelrrals or R&D cuts) ovelr accounting manipulations for tax avoidancel 
purposels. Gelndelr divelrsity transcelnds melrel numelrical relprelselntation it nelcelssitatels 
melaningful elmpowelrmelnt. Without this, felmalel board prelselncel belcomels melrelly tokelnistic 
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in thel tax avoidancel landscapel. Womenl relprelselntation (WD) and womenl CElO prelselncel 
(D_WD) both provel statistically insignificant: nelithelr direlctly influelncels tax avoidancel (ElTR or 
BTD) nor modelratels thel rellationship beltweleln elarnings manipulation (M/RElM) and tax 
avoidancel. This failurel stelms from pelrsistelntly low womenl relprelselntation (melan: 11.87%), 
elxclusion from stratelgic rolels (el.g., Audit Committelels), and limiteld authority to influelncel tax 
policy. ROA elmelrgels as thel principal deltelrminant of tax avoidancel across all relgrelssion 
modells. Highelr corporatel profits correllatel strongly with increlaseld tax avoidancel 
aggrelssivelnelss. A kely drivelr is that highly profitablel firms posselss grelatelr relsourcels to 
facilitatel avoidancel (el.g., spelcialiseld tax consultants, cross-jurisdictional arrangelmelnts). 
 
CONCLUSION 

 Surprisingly, elarnings managelmelnt elxhibits no significant elffelct on ElTR. Both Relal 
Elarnings Managelmelnt (RElM) and Accruals Managelmelnt (M) delmonstratel no systelmatic 
impact on relducing tax burdelns, lelading to thel reljelction of thel initial hypothelsis (H1). 
Howelvelr, Relal Elarnings Managelmelnt (RElM) significantly increlasels BTD, indicating that 
manipulations of relal activitiels such as salels delfelrrals wideln thel accounting taxablel incomel 
gap. Baseld on panell data relgrelssion analysis, this study relvelals that profitability (ROA) is thel 
dominant and consistelnt factor influelncing corporatel tax avoidancel in Indonelsia. High ROA 
shows a significant nelgativel association with thel Elffelctivel Tax Ratel (ElTR), delmonstrating that 
highly profitablel firms telnd to pay proportionally lowelr taxels. Convelrselly, ROA elxhibits a 
strongly positivel rellationship with Book Tax Diffelrelncels (BTD), suggelsting high profitability 
widelns thel accounting-taxablel incomel divelrgelncel. 

Thel modelrating variablel, Womeln on Board (WD), fails to modelratel thel rellationship 
beltweleln elarnings managelmelnt and tax avoidancel. Intelraction telrms (RElM×WD / M×WD) arel 
insignificant across all modells, whilst womenl board relprelselntation shows only a marginally 
positivel elffelct on BTD contradicting theloreltical elxpelctations. This failurel is suspelcteld to stelm 
from thel low relprelselntation of womeln on Indonelsian corporatel boards (avelraging melrelly 
10.9%). Among control variablels, corporatel growth (Growth) significantly relducels BTD, 
indicating high-growth firms avoid aggrelssivel tax practicels to minimisel relputational risk. Thel 
Covid impact is obselrveld through relduceld BTD during thel pandelmic, likelly duel to firms 
prioritising businelss continuity ovelr tax elnginelelring. Melanwhilel, lelvelragel, firm sizel, and 
Covid’s elffelct on ElTR provel insignificant, challelnging delbt tax shielld thelory and political cost 
hypothelsels. 

Thel primary policy implication nelcelssitatels Indonelsia’s tax authority (DJP) prioritising 
audits for firms with ROA >8.53% (pelr delscriptivel analysis) duel to systelmic tax avoidancel 
risks. Relgulators should also focus on relal activitiels and BTD analysis, giveln accruals 
managelmelnt’s irrellelvancel as a tax avoidancel indicator. Elnhanceld felmalel board 
relprelselntation relmains unproveln as elffelctivel; altelrnativel approachels – such as increlasing 
corporatel tax policy transparelncy arel thus warranteld. 

Collelctivelly, thelsel findings relflelct Indonelsia’s uniquel contelxt whelrel profitability 
drivels tax avoidancel, whilst elarnings managelmelnt practicels and board gelndelr divelrsity lack 
stratelgic influelncel. Thel low significancel of non ROA variablels undelrscorels thel complelxity of 
tax dynamics not yelt fully quantifiablel in elmpirical modells. 
 
Appendix : BTD Variable Definitions 
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Variable Name Variable definition and measurement procedure 

DSRI (Days' Sales in 
Receivables Index) 

DSRI is calculated by taking the ratio of current-year receivables 
efficiency to prior-year receivables efficiency.  

DSRI = 

( 
Piutang Bersih t 

) 
Penjualan t 

( 
Penjualan Bersih t-1 

) 
Penjualan t-1 

 

GMI (Gross Margin 
Index) 

The GMI is calculated by comparing the prior year's gross margin (t-1) 
to the current year's gross margin (t). 

GMI = 

 

= 

( 
Penjualan t-1 - HPP t-1 

) 
Margin Kotor t-1 Penjualan t-1 

Margin Kotor t 
( 

Penjualan t - HPP t 
) 

 Penjualan t 
 

AQI (Asset Quality 
Index) 

The AQI quantifies year-over-year changes in a company's asset 
composition by comparing the proportion of non-physical assets to 
total assets between consecutive fiscal periods. 

AQI = 

( 
Aset Non Fisik t 

) 
Total Aset t 

( 
Aset Non Fisik t-1 

) 
Total Aset t-1 

 

SGI (Sales Growth 
Index) 

The Sales Growth Index quantifies annual revenue expansion or 
contraction by comparing current-year sales to the prior year's sales. It 
is calculated as the ratio of total sales revenue in the current fiscal 
year (t) to total sales revenue in the immediately preceding fiscal year 
(t-1) 

SGI = 
( Penjualan t ) 

( Penjualan t-1 ) 
 

DEPI (Depreciation 
Index) 

The Depreciation Index assesses changes in a company's asset 
depreciation methodology by comparing the prior year's depreciation 
rate to the current year's depreciation rate 

DEPI = 

( 
Penyusutan t-1 

) 
PPE Kotor t-1 

( 
Penyusutan t 

) 
PPE Kotor t 

 

SGAI (Selling, General 
& Administrative 
Expense Index) 

The SGAI evaluates changes in operational efficiency by measuring 
year-over-year shifts in the proportion of SG&A expenses relative to 
total sales revenue. 

SGAI = 

( 
SG&A t 

) 
Penjualan t 

( 
SG&A t-1 

) 
Penjualan t-1 
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LVGI (Leverage Index) 

The Leverage Index assesses year-over-year changes in a company's 
financial leverage by comparing the current debt-to-assets ratio to the 
prior period's ratio 

LVGI = 

( 
Total Hutang t 

) 
Total Aset t 

( 
Total Hutang t-1 

) 
Total Aset t-1 

 

TATA (Total Accruals 
to Total Assets) 

TATA quantifies the proportion of earnings derived from non-cash 
accounting adjustments relative to a company's asset base 

TATA = 
( Laba Bersih t - Arus Kas Operasi t ) 

( Total Aset t ) 
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