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Abstract

Main Purpose - This study aims to analyze the effect of managerial ownership and corporate social responsibility
(CSR) on tax avoidance practices in food and beverage sector companies listed on the Indonesia Stock Exchange
(IDX) during the period 2020 to 2023. Method - This research employs a quantitative approach using multiple linear
regression analysis to examine the relationships between the variables. Secondary data were obtained from annual
reports and sustainability reports published by the selected food and beverage companies during the observation
period. Main Findings - The results of this research reveal a complex interaction between non-financial factors—
such as sustainability and CSR reporting and financial components like firm performance, in the context of tax
avoidance practices. Theory and Practical Implications - The results indicate a significant and complex relationship
between managerial ownership, CSR, and tax avoidance. Managerial ownership may lead to either aggressive tax
avoidance or prudent fiscal behavior, depending on managerial incentives and long-term orientation. Meanwhile,
CSR serves a dual role as both a tool of legitimacy and a compliance signal, which can either reinforce or reduce a
firm's tendency toward tax avoidance. Novelty - This study fills a gap in the literature by simultaneously examining
the effect of managerial ownership and CSR on tax avoidance in the context of developing countries, particularly
the food and beverage sector in Indonesia, which has not been widely explored previously.

Keywords: Managerial Ownership, Corporate Social Responsibility, Tax Avoidance, Corporate Governance,
Agency Theory

INTRODUCTION

Corporate tax strategy is a significant accounting, financing, and managerial behavior of a company that is
influenced by various internal and external factors (Allen et al., 2016; Hanlon & Heitzman, 2010). Tax avoidance is
a strategic issue that is influenced not only by fiscal policy but also by internal company characteristics, such as
managerial ownership and corporate social responsibility (CSR) practices (Dissanaike et al., 2021; Sikka, 2010; Zeng
et al., 2025). Agency theory explains that managers who are also shareholders have incentives to improve fiscal
efficiency, including through tax avoidance strategies (Badertscher et al., 2013; Becker et al., 2016; Huseynov &
Klamm, 2012). However, high managerial ownership is also associated with long-term orientation and reputational
risk avoidance, which can reduce tax aggressiveness (Law & Mills, 2017; Mohd Radzi et al., 2025; Pan et al., 2024).
Furthermore, CSR serves as a signal of corporate ethics that can strengthen legitimacy in the eyes of the public and
regulators (Hoi et al., 2013; Xiao, 2024; Zeng et al., 2025). Several studies have shown that companies with high
CSR scores tend to avoid aggressive tax strategies to maintain their image and accountability (Dissanaike et al.,
2021; Sikka, 2010; Zeng et al., 2025). However, meta-analyses show that the relationship between CSR and tax
avoidance is often insignificant, especially when CSR is only symbolic (Gulzar et al., 2018). Furthermore, ownership
structure moderates this relationship with managerial ownership, strengthening the influence of CSR on fiscal
compliance. While institutional ownership actually weakens it (Kovermann & Wendt, 2019; Lanis & Richardson,
2013; Sarhan, 2024). Therefore, the influence of CSR and managerial ownership on tax avoidance is complex,
contextual, and influenced by governance and institutional dynamics in each country (Jiang & Luo, 2018; Landry et
al., 2013; Velte, 2023). Tax avoidance is the result of various internal company factors, one of which is managerial
ownership. From an agency theory perspective, managers, who are also shareholders, have an interest in maximizing
net profits, including through legal strategies to minimize tax burdens (Hanlon & Heitzman, 2010; Landry et al.,
2013; Sarhan, 2024). Increased revenue and profits will lead to increased tax liabilities, thus giving companies an
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incentive to seek tax avoidance loopholes to maintain cash flow and net income (Hanlon & Heitzman, 2010; Pan et
al., 2024). In this context, managerial ownership can strengthen the incentive to manage taxes aggressively,
depending on existing incentives and governance structures (Badertscher et al., 2013; Lennox & Wu, 2022; Velte,
2023). On the other hand,CSR practices serve as a legitimizing mechanism that can moderate corporate fiscal
behavior. Companies that actively implement CSR tend to be more compliant with tax obligations due to
consideration of reputational pressures and stakeholder expectations (Jiang & Luo, 2018). However, some companies
may also use CSR strategically to conceal tax avoidance practices, particularly when oversight structures are weak
or CSR is symbolic (Lanis & Richardson, 2013). Therefore, the interaction between managerial ownership and CSR
needs to be analyzed simultaneously because both influence the direction of a company's fiscal strategy in the context
of complex governance and external pressures.

The debate on tax avoidance trends always begins from the perspective of agency theory, which serves as
the primary lens for understanding managerial behavior in fiscal decision-making. Within this framework, the
separation of ownership and control often creates potential conflicts of interest. Several studies have found that low
managerial ownership encourages opportunistic behavior, including aggressive tax avoidance strategies, as managers
focus more on short-term targets and personal compensation (Desai & Dharmapala, 2006; Pan et al., 2024). CSR
programs have generated deep theoretical debate; on the one hand, legitimacy theory views CSR as a reflection of
ethical commitment (Pan et al., 2024; Rego & Wilson, 2012; Xiao, 2024), but on the other hand, tax avoidance
through CSR is viewed as a violation of the law (Huseynov & Klamm, 2012). Companies committed to CSR will
avoid tax avoidance practices to maintain public and stakeholder trust (Choi et al., 2020; Hoi et al., 2013). However,
critical literature warns that CSR is often strategically exploited as a pseudo-legitimizing tool to mask aggressive
fiscal behavior; a phenomenon known as window dressing or even greenwashing (Dissanaike et al., 2021; Sarhan,
2024; Sikka, 2010).

These differences in results are not simply due to differences in data or methods, but rather reflect the
complexity of human behavior: fiscal decisions are influenced not only by structural incentives but also by managers'
time orientation, personal values, and risk perceptions (DeBacker et al., 2015; Law & Mills, 2017). Interestingly, the
interaction between managerial ownership and CSR is often non-linear. Managerial ownership, as the first variable,
refers to the proportion of shares held by company management. In agency theory, this ownership is expected to
align managers' interests with shareholders, thus encouraging decision-making that benefits the company in the long
run. However, empirical findings remain mixed; some studies find that managerial ownership can suppress tax
avoidance practices, while others point to the potential for increased opportunistic behavior when external oversight
is weak. CSR, as the second variable, is viewed as a company's commitment to the principles of sustainability, social
responsibility, and business ethics. Theoretically, companies with good CSR performance tend to avoid aggressive
tax avoidance strategies to maintain their reputation and legitimacy in the eyes of the public and stakeholders. In
Indonesia, particularly in the food and beverage sector, tax avoidance can reduce potential tax revenue needed for
infrastructure development and public services.

National statistical data shows that Indonesia still faces serious challenges in optimizing tax revenue, with
an average tax gap of 6.4% of GDP, equivalent to a potential lost revenue of approximately IDR 944 trillion per year
in the 20162021 period (Ignacio Geordi Oswaldo, 2025). This gap primarily stems from the compliance gap in VAT
of approximately IDR 386 trillion/year and Corporate Income Tax of IDR 161 trillion/year; while the policy gap
adds an additional loss of IDR 138 trillion and IDR 258 trillion/year, respectively (Ignacio Geordi Oswaldo, 2025;
Isna Rifka Sri Rahayu, 2025). In the context of the food and beverage sector, one of the largest contributors to VAT
and non-oil and gas GDP, the Cash Effective Tax Rate (CETR) trend decreased from approximately 25% to 22%
throughout 2020-2023, indicating an increasing tendency for tax avoidance in this industry (Stefany Patricia Tamba,
2025). The decline in CETR, which coincided with a large national tax gap, strengthens the assumption that internal
factors such as managerial ownership and symbolic CSR implementation can influence corporate fiscal behavior.
Quantitatively, every 1% decrease in CETR in this sector has the potential to erode tax revenues by billions of rupiah,
given the sector's significant contribution to the national economy (Ignacio Geordi Oswaldo, 2025). This situation
emphasizes the relevance of examining the relationship between corporate structural variables and tax avoidance
practices as an effort to understand the roots of fiscal problems from a micro perspective. This research addresses
academic and practical concerns surrounding the theoretical and empirical debates surrounding the influence of
managerial ownership and CSR on tax avoidance, particularly in the Indonesian food and beverage sector, which has
unique regulatory characteristics, market pressures, and corporate culture. By combining agency theory, legitimacy,
and signaling perspectives within a single analytical framework, this research not only examines the direct
relationship between variables but also contextualizes the findings within Indonesia's institutional reality. This
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approach allows for the unraveling of the ambiguities of the relationship. For example, high managerial ownership
can be protective or opportunistic depending on the quality of governance and managers' time orientation, and how
CSR can be an ethical instrument or simply a legitimizing tool. Furthermore, this research utilizes recent quantitative
data with systematic measurement, while acknowledging the limitations of conventional indicators such as ETR and
CSR scores, thus opening up space for the development of more reflective and contextual methods in the future. This
study integrates various aspects of accounting and control and contributes to a more comprehensive understanding
of the factors influencing corporate governance. This study will also help academics gain a deeper understanding of
the dynamics of corporate ownership and tax policy, and how corporate social responsibility can be a significant
factor in these decisions. The practical value of this study is that it helps companies understand the importance of
managerial ownership from a tax perspective and how corporate social responsibility influences tax strategies. This
report also provides insights to policymakers on developing better tax systems and corporate social responsibility
regimes. This information allows investors to assess corporate reputational risks associated with tax avoidance
activities and their impact on corporate objectives.

This study aims to determine the impact of corporate ownership on tax avoidance in the food and beverage
industry and corporate social responsibility on tax avoidance in the food and beverage industry. Previous research
has shown that tax avoidance can be influenced by several factors, including solvency (Wanda & Halimatusadiah,
2021), company size (Sawitri et al., 2022), (Muda et al., 2020), profitability (Sulaeman, 2021), and the impact of tax
evasion on corporate objectives. (Khairunnisa et al., 2023), institutional ownership (Mita Dewi, 2019). These
findings have important implications for regulators and policymakers, particularly in designing governance systems
capable of mitigating increasingly complex tax avoidance practices. Managerial ownership and equity incentives
often encourage tax-aggressive behavior.This is particularly true in environments with weak oversight. Therefore, it
is crucial for fiscal and capital market authorities to integrate oversight of ownership structures and tax reporting,
and to promote greater transparency. Companies that authentically implement CSR should also be incentivized, both
through reputational and fiscal policy, to strengthen their social legitimacy and fiscal compliance. This regulatory
strengthening not only improves compliance but also supports a fairer and more sustainable business climate.
Furthermore, this research opens up room for further exploration of the leadership dimensions and individual
characteristics of fiscal decision-makers.

Furthermore, personal experiences, leadership styles, and managerial expectations play a role in shaping tax
avoidance behavior. This context suggests the importance of understanding tax avoidance as a result not solely of
structural incentives, but also of psychological processes and organizational culture. Therefore, integrating CSR with
environmental performance, innovation, and managerial risk-taking is a promising area for further research.
Qualitative approaches such as case studies or in-depth interviews can enhance understanding of managerial
motivations in a reflective and contextual way. In the Indonesian context, these findings call for a more adaptive
policy response to the complexity of tax avoidance practices amidst diverse corporate governance dynamics.
Theoretically, agency theory explains that managerial ownership should reduce conflicts between owners and
managers by aligning interests. However, empirical studies show that the integration of owner and manager roles in
practice can create new ethical dilemmas, where managers exploit asymmetric control and information to engage in
tax avoidance for personal gain. In this regard, legitimacy theory and signaling theory are important complements to
understanding managerial motivations behind fiscal decisions. Companies in Indonesia, facing reputational pressures
from the public and regulators, tend to use CSR as a means of legitimacy, both substantial and symbolic, to maintain
their image while pursuing tax avoidance strategies.Leadership style and managerial expectations play a role in
shaping tax avoidance behavior.

This context suggests the importance of understanding tax avoidance as not solely a result of structural
incentives, but also of psychological processes and organizational culture. Therefore, integrating CSR with
environmental performance, innovation, and managerial risk-taking is a promising area for further research.
Qualitative approaches such as case studies or in-depth interviews can enrich understanding of managerial
motivations in a reflective and contextual way. In the Indonesian context, these findings call for a more adaptive
policy response to the complexity of tax avoidance practices amidst diverse corporate governance dynamics.
Theoretically, agency theory explains that managerial ownership should reduce conflict between owners and
managers through interest alignment. However, empirical studies show that the integration of the roles of owners
and managers in practice can create new ethical dilemmas, where managers exploit asymmetric control and
information to engage in tax avoidance for personal gain. In this regard, legitimacy theory and signaling theory are
important complements to understanding managerial motivations behind fiscal decisions. Companies in Indonesia
facing reputational pressure from the public and regulators tend to use CSR as a legitimacy tool, both substantial and
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symbolic, to maintain their image while still pursuing tax avoidance strategies.Leadership style and managerial
expectations play a role in shaping tax avoidance behavior. This context suggests the importance of understanding
tax avoidance as not solely a result of structural incentives, but also of psychological processes and organizational
culture. Therefore, integrating CSR with environmental performance, innovation, and managerial risk-taking is a
promising area for further research. Qualitative approaches such as case studies or in-depth interviews can enrich
understanding of managerial motivations in a reflective and contextual way. In the Indonesian context, these findings
call for a more adaptive policy response to the complexity of tax avoidance practices amidst diverse corporate
governance dynamics. Theoretically, agency theory explains that managerial ownership should reduce conflict
between owners and managers through interest alignment. However, empirical studies show that the integration of
the roles of owners and managers in practice can create new ethical dilemmas, where managers exploit asymmetric
control and information to engage in tax avoidance for personal gain. In this regard, legitimacy theory and signaling
theory are important complements to understanding managerial motivations behind fiscal decisions. Companies in
Indonesia facing reputational pressure from the public and regulators tend to use CSR as a legitimacy tool, both
substantial and symbolic, to maintain their image while still pursuing tax avoidance strategies.both substantially and
symbolically, to maintain the image while continuing to implement tax avoidance strategies.both substantially and
symbolically, to maintain the image while continuing to implement tax avoidance strategies.

LITERATURE REVIEW
A. Agency Theory

Agency theory explains the relationship between principals (owners) and agents (managers) who have
different interests, thus giving rise to potential conflicts. Michael C. Jensen and William H. Meckling (1986) asserted
that managerial ownership can reduce agency conflicts by aligning the interests of managers and owners. However,
several studies have found that managerial ownership is not always effective in controlling opportunistic behavior,
including tax avoidance strategies (Desai & Dharmapala, 2006; Friese et al., 2008; Law & Mills, 2017). High
managerial incentives actually encourage tax avoidance to increase firm value (Badertscher et al., 2013; Becker et
al., 2016; Berkman et al., 2018). In addition, external factors such as regulation and market pressure can also
moderate the relationship between ownership and compliance (Berkman et al., 2018; Friese et al., 2008). Several
studies, such as Duhoon & Singh (2023), emphasize the importance of strong corporate governance to offset the
weaknesses of ownership structures. Research by Velte (2024) even links ownership structure and tax avoidance to
social responsibility performance. Overall, agency theory remains relevant, but it needs to be contextualized with
institutional variables, regulations, and organizational culture.

The paucity of studies that combine agency theory, legitimacy, and signaling within a single analytical
framework creates a theoretical gap that needs to be filled, especially in the context of a developing country like
Indonesia. Most previous studies tend to separate the influence of CSR and managerial ownership on tax avoidance,
whereas in practice, the two interact in a complex manner (Anissa Dakhli, 2022). Bernile (2015), Xiao (2024), and
Zeng (2025) show that leadership style, share ownership, and managers' control of the CSR narrative can shape tax
policies that reflect both economic incentives and legitimacy pressures. Recent research emphasizes the importance
of understanding the interactive effects between ownership structure and CSR as strategic determinants of fiscal
decisions (Anissa Dakhli, 2022; Sarhan, 2024). In this context, this study seeks to fill this gap by simultaneously
analyzing the role of CSR and managerial ownership on tax avoidance, while considering the domestic governance
structure and dynamics of the food and beverage sector in Indonesia. This approach is expected to provide theoretical
and practical contributions to support more accountable and value-based fiscal practices.

B. Managerial Ownership

Managerial ownership is considered an internal corporate governance mechanism that plays a crucial role
in mitigating agency conflicts between owners and managers (Jensen & Meckling, 1976; Fama & Jensen, 1983).
When managers own shares in a company, they have an incentive to act in the best interests of shareholders because
their personal well-being is also at stake (Lopez-Gonzalez et al., 2019; Morck et al., 1988). However, several studies
have shown that the effect of managerial ownership on opportunistic behavior such as tax avoidance is inconsistent.
Landry et al. (2013) and DeBacker et al. (2015) found that managers who own shares are more likely to engage in
tax avoidance strategies to maximize after-tax profits. Conversely, research by Desai & Dharmapala (2006) suggests
that high managerial ownership can strengthen internal monitoring mechanisms, thereby reducing tax
aggressiveness. Minnick & Noga (2010) found that equity incentives can shape more prudent fiscal policy. In
developing countries, the role of managerial ownership is often ambivalent, depending on the cultural and
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institutional context (Hanlon & Heitzman, 2010). Therefore, the influence of managerial ownership on fiscal
decisions is highly dependent on the overall corporate governance environment, including regulations and external
pressures (Lanis & Richardson, 2013). Managerial ownership plays a dual role in strategic decision-making,
including tax avoidance practices (Jeppesen, 2021; Sarhan, 2024). When managers co-own company shares, there
is a tendency to maximize after-tax profits through legal strategies that reduce fiscal liabilities. However, this
situation can also create a conflict of interest between short-term efficiency and long-term sustainability related to
the company's reputation. High managerial ownership can increase the tendency to engage in tax avoidance,
especially when external oversight is weak (Dyreng et al., 2010; Francis et al., 2016; Sarhan, 2024). Conversely,
managerial ownership can also encourage fiscal conservative behavior if accompanied by a long-term orientation
and reputation as a strategic asset (Law & Mills, 2017; Lin et al., 2017; Xu et al., 2022).

C. Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) has become a strategic issue in corporate governance, relating not
only to ethics but also to regulatory compliance and fiscal risk management. According to Hoi et al. (2013),
companies with high levels of social responsibility tend to avoid tax avoidance strategies due to long-term
reputational considerations. CSR can serve as a signal of compliance with social and legal norms, including taxation
(Hasan et al., 2018; Lanis & Richardson, 2015). Meanwhile, a negative relationship exists between CSR disclosure
and tax aggressiveness, indicating that CSR is not merely a symbolic activity (Lanis & Richardson, 2015). However,
different results were found by Davis et al. (2016), who showed that some companies continue to engage in tax
avoidance despite having high CSR scores, indicating the possibility of greenwashing. Hanlon & Heitzman (2010)
stated that the relationship between CSR and tax avoidance is influenced by governance structure, shareholder
pressure, and applicable regulations. According to Lin et al. (2017) and Sarhan (2024), consistent CSR reporting
can reduce information asymmetry and increase fiscal transparency. Thus, CSR not only impacts a company's social
legitimacy but also has the potential to significantly influence tax strategies in a global context that increasingly
demands accountability.

D. Tax evasion

Tax avoidance is a legal strategy used by companies to minimize their tax liabilities, but this practice often
raises ethical debates and has implications for corporate governance. Hanlon & Heitzman (2010) explain that tax
avoidance covers a broad spectrum, ranging from conservative to aggressive tax planning, all of which aim to reduce
the tax burden without explicitly breaking the law. Desai & Dharmapala (2006) show that tax avoidance is often
associated with managerial incentives and weaknesses in oversight mechanisms. Lanis & Richardson (2013)
emphasize that tax avoidance can obscure financial transparency and reduce public trust in companies. Meanwhile,
Rego & Wilson (2012) found that companies with high equity compensation tend to be more aggressive in their tax
avoidance practices. Huseynov and Klamm (2012) also emphasize that governance characteristics such as board
independence and institutional ownership influence the tendency to avoid taxes. Frank et al.'s (2009) findings
suggest that earnings management and tax avoidance often go hand in hand, reflecting opportunistic managerial
behavior. However, Gravelle (2013) noted that corporate tax avoidance causes significant losses to state revenue
and the fairness of the tax system. Chang et al. (2017) added that ownership structure and industry competitive
pressures also influence the intensity of tax avoidance strategies. Therefore, a comprehensive understanding of the
determinants and consequences of tax avoidance is crucial for formulating effective fiscal policies and corporate
governance.

E. HYPOTHESIS DEVELOPMENT
a) The Influence of Managerial Ownership on Tax Avoidance
Recent studies in the manufacturing and food and beverage sectors indicate that the effect of managerial
ownership on tax avoidance is contextual (Agustyo & Arianti, 2024; Sylvia Nur Fatimah & Mujiyati, 2025), but
remains dependent on personal incentives, governance systems, and other ownership structures (Lopez-
Gonzalez et al., 2019). Managerial ownership is the proportion of shares held by company management, which
can influence strategic policies, including taxation. In agency theory, this ownership serves to align the interests
of managers and owners, but can also encourage opportunistic behavior. Studies such as Dyreng (2010) show
that high managerial ownership can increase the tendency to avoid tax. Conversely, Lanis & Richardson (2013)
and Law & Mills (2017) emphasize that long-term-oriented managers tend to avoid reputational risks from
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b)

d)

aggressive tax practices. Research in Indonesia by Kusumaning Dewi & Setiawan (2024) found a positive effect
of managerial ownership on tax avoidance.
H1: Managerial Ownership has an effect on Tax Avoidance

The influence of Corporate Social Responsibility on Tax Avoidance

Corporate Social Responsibility (CSR) refers to a company's commitment to acting ethically and
contributing to society and the environment (Lanis & Richardson, 2013; Lopez-Gonzilez et al., 2019).
Companies with high CSR performance tend to comply with fiscal obligations as part of their social
responsibility, including paying taxes on time to maintain their reputation (Hoi et al., 2013; Pan et al., 2024). In
this regard, CSR serves as a signal of compliance and a means of legitimacy in the eyes of stakeholders
(Pipatnarapong et al., 2025). However, some companies strategically utilize CSR to conceal tax avoidance
practices, making CSR a symbolic tool rather than a reflection of true ethical values (Huseynov & Klamm,
2012; Xu et al., 2022). Research by Tanujaya & Teresa (2021) found that CSR significantly influences tax
avoidance. However, research by Prasetya & Mutmainah (2024) showed the opposite result. These conflicting
findings reflect that the relationship between CSR and tax avoidance is strongly influenced by the institutional
context, reputational pressures, and the nature of CSR implementation itself. From the perspective of legitimacy
and signaling theory, Corporate Social Responsibility (CSR) functions as a strategic instrument to shape positive
corporate perceptions, particularly in relation to fiscal compliance. Companies that demonstrate high CSR
performance tend to be associated with transparency and accountability, and are therefore normatively expected
to avoid aggressive tax avoidance strategies (Badertscher et al., 2013; Hoi et al., 2013; Lanis & Richardson,
2013). However, several studies highlight the paradoxical dimension of CSR; Xu (2022) and Sikka (2010) found
that CSR can be exploited opportunistically as a legitimizing tool to mask aggressive tax avoidance practices.
These findings are reinforced by Winarno (2024), who indicated that companies in the Indonesian F&B sector
use CSR as an image-building tool, rather than as an expression of ethical values. Therefore, CSR should not
only be seen as a reflection of moral commitment, but also as a potentially ambivalent strategic signal
(Huseynov & Klamm, 2012; Landry et al., 2013; Velte, 2023), depending on the motivations and managerial
incentive structures behind its implementation (Gulzar et al., 2018; Pan et al., 2024; Sarhan, 2024).
H2: Corporate Social Responsibility has an effect on Tax Avoidance

The Influence of Managerial Ownership and Corporate Social Responsibility on Tax Avoidance
Managers who own shares in a company tend to have long-term incentives to maintain its reputation
and business continuity, including through involvement in corporate social responsibility (CSR) activities
(Landry et al., 2013; Sarhan, 2024). Equity ownership by managers often encourages active participation in
sustainability initiatives to strengthen the company's positive image in the eyes of the public and regulators
(Bernile et al., 2015; Zeng et al., 2025). In this context, management involvement not only contributes to society
and the environment but can also reduce the tendency to engage in tax avoidance as a form of reputational risk
management (Law & Mills, 2017; Pipatnarapong et al., 2025). Research by Kusumaning Dewi & Setiawan
(2024) and Prasetya & Mutmainah (2024) shows that managerial ownership and CSR influence each other in
shaping a company's fiscal strategy. Both not only have separate impacts but also interact to influence tax
avoidance decisions. This interaction reflects a combination of internal economic incentives and external
legitimacy pressures. Therefore, simultaneous analysis of managerial ownership and CSR is important to
understand tax avoidance patterns comprehensively.
H3: Managerial Ownership and Corporate Social Responsibility have an effect on Tax Avoidance

Framework
Referring to the hypothesis that has been described, the researcher describes the framework of thought used

as presented in Figure 1, as follows:
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Kepemilikan Manajerial (X1)

— ‘ Penghindaran Pajak (Y)
H3_—H2
Corporate Social Responsibility (X2) g

Figure 1. Conceptual Framework
Image source: Processed Research Results

METHOD

This study uses a quantitative approach (Creswell, 2016) with the aim of testing three main hypotheses,
namely: H1—It is suspected that Managerial Ownership has an effect on Tax Avoidance, H2—It is suspected that
Corporate Social Responsibility (CSR) has an effect on Tax Avoidance, and H3—It is suspected that Managerial
Ownership and CSR simultaneously have an effect on Tax Avoidance. The data used are secondary, obtained from
annual reports and sustainability reports of public companies listed on the Indonesia Stock Exchange (IDX) during
the period 2020-2024. The dependent variable, namely tax avoidance, is measured using the tax effectiveness ratio
(ETR), while the independent variables consist of managerial ownership (expressed as the percentage of share
ownership by management) and CSR disclosure scores. Data analysis was carried out using multiple linear regression
with the help of software, accompanied by classical assumption tests, partial and simultaneous significance tests (t
and F tests), and coefficient of determination (R?) tests to measure the strength of the influence. In addition,
robustness tests and endogeneity tests were carried out to ensure the research results are free from bias and valid.
The following is the operational control table in this study:

Table 1. Research Sample Calculation

Criteria Amount
Food & beverage sector companies listed on the 95
IDX for the 2020-2023 period
Companies that were not listed on the IDX (66)
consecutively during the 2020-2023 period
Companies that did not publish financial reports 27)
during the 2020-2023 period
Number of companies that meet the criteria 9
Number of years of research 4
Total sample of companies in the study (9x4) 36

Source: data processed in 2025
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Table 2. Operational Definition of Operational Variables

Variables Indicator Operational Definition Measurement
Tax evasion ETR Tax avoidance is an effort made
by individuals or entities for ppR -BebanPajak Penghasilan
legitimate tax planning strategies Laba Sebelum Pajak

with the aim of reducing the
amount of tax to be paid.

Managerial Managerial Managerial ownership describes
Ownership Ownership  the proportion of shares owned Managerial Ownership
Ratio by managers. :]umlah Saham Yang Dimiliki Manajer
Jumalah Saham Beredar
Corporate Social CSRIi CSR describes a company's
Responsibility commitment to social and cgRjj =2

ni
CSRli : Index of extent of CSR
disclosure of company i
Yxyi  :valuel=ifitemyisdisclosed,
value 0 = if item y is not disclosed
this : number of items of company |,
ni =91

environmental welfare.

Source: data processed in 2025

RESULTS AND DISCUSSION

Based on the descriptive quantitative analysis results table, there are 36 observations representing the results
of the four-year research period, namely 2020 to 2023. Data were taken from the annual financial reports of food
and beverage companies listed on the Indonesia Stock Exchange (IDX) during the period in question. The results of
the analysis on the independent variables "management ownership" and "corporate social responsibility" show that
the value of "management ownership" ranges from a minimum of 0.24 to a maximum of 0.60 with a mean of 0.5187
and a standard deviation of 0.1266. The value of the CSR variable ranges from a minimum of 0.49 to a maximum of
0.54 with a mean of 0.5284 and a standard deviation of 0.0091. The figure for tax avoidance reveals that the variable
has a minimum value of 0.49 and a maximum value of 0.54. This variable has a mean of 0.5484 and a standard
deviation of 0.0091.

Table 3. Results of Quantitative Analysis of Research Variables
Descriptive Statistics

N Minimum Maximum Mean Standard
Deviation
Managerial 36 0.24 0.60 0.5187 0.12666
Ownership
Corporate Social 36 0.49 0.54 0.5248 0.00912
Responsibility
Tax Avoidance 36 0.49 0.54 0.5248 0.00912

Source: data procéssed in 2025

Multiple Linear Regression Analysis

Based on multiple linear regression testing, the following regression equation is obtained: The constant has
a positive value of 3.853, which means that if all independent variables, namely Managerial Ownership and
Corporate Social Responsibility are equal to 0, then Tax Avoidance will increase by 3.853. Meanwhile, the regression
coefficient for the Managerial Ownership variable (X1) is negative at -0.023. This means, assuming other
independent variables remain constant, every increase in one unit of Managerial Ownership will result in a decrease
in Tax Avoidance of -0.023. And the regression coefficient for the Corporate Social Responsibility variable (X2) is
negative at -0.128. This means, assuming other independent variables remain constant, every increase in one unit of
Corporate Social Responsibility will result in a decrease in Tax Avoidance of -0.128.
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Table 4. Multiple Linear Regression Test

Model Unstandardized Standardized
Coefficients Coefficients
B Std.Error Beta t Sig.
1 (Constant) 3,853 0.212 18,152  0.000
Managerial Ownership -0.023 0.014 -0.271 -1.633 0.112
Corporate Social -0.128 0.059 -0.359 -2,169  0.038

» Responsibility »
Source: data processed in 2025

T-Test (Partial)

This test essentially measures the extent to which each independent variable can independently explain the
variation of the dependent variable. This testing process is carried out at a significance level of 0.05 (o = 5%). This
significance level determines the percentage confidence limit used to assess whether the independent variable has a
partially significant effect on the dependent variable. From the following table, it can be concluded that the results
of the significance test indicate that both independent variables have significant values. For the management
ownership variable, its size is approximated by the percentage of managerial ownership and has a calculated T value
=-1.633, with a significance value of 0.012 < 0.05 with a beta coefficient value of -0.271. These results indicate that
Managerial Ownership has a negative and significant effect on Tax Avoidance. The smaller the tax avoidance, the
greater the tax avoidance action and vice versa. The results of this test indicate that managerial ownership has a
positive effect on tax avoidance so that the first hypothesis is accepted. For the Corporate Social Responsibility
variable, the calculated T value is -2.169, with a significance value of 0.038 > 0.05, and a beta coefficient value of -
0.359. These results indicate that Corporate Social Responsibility has a negative and significant effect on tax
avoidance, the smaller the tax avoidance, the greater the tax avoidance action and vice versa. The results of this test
indicate that Corporate Social Responsibility has a positive effect on tax avoidance and hypothesis two is accepted.

Table 5. T-test

Model Unstandardized Standardized
Coefficients Coefficients
B Std.Error Beta t Sig.
1 (Constant) 3,853 0.212 18,152  0.000
Managerial Ownership -0.023 0.014 -0.271 -1.633  0.112
Corporate Social -0.128 0.059 -0.359 -2,169  0.038

Responsibility
Source: data processed in 2025

F Test (Simultaneous)

The Simultaneous F-test is used to determine whether all independent variables assumed in the regression
model have the same effect on the dependent variable, namely Tax Avoidance, at a significance level of 0.05. Thus,
the F-test is minimal whether Managerial Ownership and Corporate Social Responsibility simultaneously have a
significant effect on Tax Avoidance in this model. From the data in the table below, the results of the hypothesis test
show an F-value of 3.069 with a significance value of 0.060. Because the significance value is smaller than the
specified significance level of 0.05. It can be concluded that Managerial Ownership and Corporate Social
Responsibility collectively have a significant effect on Tax Avoidance in the context of this model.
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Table 6. F Test

Model Sum of df Mean F Sig
Squares Squares
1 Regression 0.027 2 0.013 3,069 0.060
Residual 0.139 32 0.004
Total 0.166 34

Source: data processed in 2025

Coefficient of Determination Test (Adjusted R"2)

The coefficient of determination (R2) is used to measure how well a model can explain the variability of the
dependent variable. The coefficient of determination value ranges from 0 to 1, where a higher value indicates that
the model is more effective in explaining the variation of the dependent variable. Conversely, a lower value [A low
(R2) indicates that the independent variable has limitations in explaining the dependent variation. The determination
coefficient test was conducted to determine the ability of the dependent variable to explain the variation in the
dependent variable. Based on the results of the determination coefficient test, the R square value obtained was 0.161,
meaning that all independent variables in this study can influence the dependent variable, namely Tax Avoidance, by
16.1%, while the other 83.9% can be influenced by other variables not included in this research model.

Table 7. Test of Coefficient of Determination

Model R R Square Adjusted R Standard Durbin-
Square Error of the Watson
Estimate
1 0.401 0.161 0.180 0.06598 1,370

Source: data processed in 2019
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DISCUSSION

The main contribution of this study is adding empirical evidence on how CEO decisions as a leader and
owner of a company influence tax avoidance. Previous research has linked various factors such as financial policy
(Malmendier et al., 2011), stock price crash risk (Chang et al., 2017), cash levels (Nguyen & Nguyen, 2024),
corporate social performance (Dissanaike et al., 2021; Xu et al., 2022), corporate innovation (Jeppesen, 2021),
financial reporting quality (Dong et al., 2020), and accounting conservatism (Chakrabarty & Moulton, 2012). This
study also expands previous focus, which only discussed social influences on risk-taking attitudes, ethical standards,
and social responsibility (Desai & Dharmapala, 2006; Kovermann & Wendt, 2019; Xiao, 2024), to aspects of
corporate tax avoidance. Second, this study enriches the literature on the determinants of tax avoidance. It covers
aspects such as auditor expertise (Chakrabarty & Moulton, 2012), equity incentives (Allen et al., 2016), institutional
ownership (Dong et al., 2020), and corporate governance (Choi et al., 2020; Hanlon & Heitzman, 2010; Kim et al.,
2011). The approach used refers to studies by Dyreng (2010), Huseynov & Klamm (2012), and Law & Mills (2017),
which examined the influence of CEO attributes on corporate tax avoidance strategies.

By incorporating CSR as an independent variable in the context of tax avoidance, this study not only
addresses gaps in previous studies but also offers a strategic perspective linking ethical dimensions and corporate
reputation to corporate fiscal practices. The use of recent data (2020—2024) provides temporal relevance and a post-
pandemic context that are crucial for understanding the dynamics of leadership and tax accountability. In addition to
enriching theory, this study also has practical relevance in encouraging fiscal policies that are more sensitive to
corporate social responsibility practices. This study is systematically structured, starting with Section 2, which
reviews the literature and develops hypotheses by highlighting the link between CEO attributes, Corporate Social
Responsibility (CSR), and tax avoidance based on previous studies. Next, Section 3 details the research methodology,
including the analytical techniques used and the characteristics of the 2020-2024 sample data. Section 4 presents the
main findings of the study, including the channels of findings, as well as the results of endogeneity and robustness
tests to ensure the validity and consistency of the results. Finally, Section 5 summarizes the overall results and
presents the main conclusions, strengthening this study's contribution to expanding the literature on the determinants
of tax avoidance through the CSR and CEO characteristics approach.

The findings of this study confirm the relevance of using agency theory in understanding the motivations for
tax avoidance by management with shares. However, this theory needs to be complemented by legitimacy theory
and signaling theory, particularly to explain how CSR is used as a signal of corporate compliance and credibility in
the eyes of the public and investors (Dyreng et al., 2010; Velte, 2023). Therefore, a multitheoretical approach is more
appropriate to comprehensively explain this phenomenon. In the Indonesian context, tax avoidance practices still
face structural challenges such as weak law enforcement and regulatory complexity. Therefore, the results are not
entirely comparable to those in developed countries. The institutional context and local corporate culture must be
taken into account in interpreting the results (Law & Mills, 2017). This provides an important foundation for
policymakers in designing relevant incentives and sanctions. Although measuring CSR using the GRI index is
considered valid, it has limitations because it is quantitative and does not fully capture the substance of impactful
CSR programs. Similarly, using ETR as an indicator of tax avoidance also has weaknesses because it can be
influenced by non-avoidance factors such as government tax incentives or fiscal losses. In the future,
multidimensional measurements need to be considered to increase the validity of the results.

A. The Effect of Managerial Ownership on Tax Avoidance

Based on the test results in this study, it was found that the Managerial Ownership value was 0.112 > 0.05.
This result implies that managerial ownership does not significantly influence tax avoidance. However, some believe
that corporate ownership does not influence tax avoidance. There are several possible reasons for this: One is that
managers may feel pressure from shareholders to increase profits, which can lead to tax avoidance regardless of
their own share ownership. Similarly, external factors such as economic conditions and intense competition can
tempt managers to use tax avoidance as a strategy to remain competitive. This research is in line with research
conducted by (Hendrianto et al., 2022) which showed that it has no significant influence on Tax Avoidance.
However, this finding contradicts research conducted by Adnan Ashari et al. (2020) and Putri, AA, & Lawita (2019)
which showed that managerial ownership influences Tax Avoidance. The results of the study indicate that
managerial ownership has a significant influence on tax avoidance. These findings align with agency theory, which
states that when management also acts as an owner, there is a tendency to make decisions that maximize personal
welfare, including through tax aggressiveness (DeBacker et al., 2015; Rego & Wilson, 2012).
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However, on the other hand, this ownership role can also lead to stronger internal controls to maintain the
company's long-term reputation. Interestingly, the role of managerial ownership in the Indonesian context remains
ambiguous. In some samples, increasing ownership is not strongly correlated with tax avoidance, indicating that
other factors such as regulatory pressure and organizational culture also play a role (Pipatnarapong et al., 2025;
Sarhan, 2024; Sylvia Nur Fatimah & Mujiyati, 2025). This opens up room for the development of behavioral theory
in local contexts, as fiscal decisions are not always linear with ownership incentives. Considering the empirical
results in this study, which show that managerial ownership has no significant effect on tax avoidance (p =0.112),
this theoretical contribution enriches the discourse on the limitations of agency theory in explaining managers' fiscal
behavior in the context of a developing country like Indonesia. This finding offers novelty in two aspects. First,
theoretically, this study expands the boundaries of agency theory by incorporating contextual elements such as
shareholder pressure, strict fiscal regulations, and collectivistic organizational culture, which could potentially
obscure the linear effect between ownership and tax avoidance incentives. Second, empirically, this study establishes
the foundation for a hybrid approach between agency theory and organizational behavior theory, which is more
responsive to the complexity of fiscal decision-making in an uncertain business climate. Unlike previous studies
that showed a significant positive relationship, this result indicates that managerial ownership is not always a strong
predictor of aggressive tax strategies. This suggests that in the Indonesian context, the strength of the ownership
structure does not necessarily reflect tax preferences but rather interacts with dimensions of reputation, market
pressure, and regulatory compliance. Thus, this study encourages a paradigm shift that the effectiveness of
managerial ownership in controlling tax behavior is highly dependent on specific institutional and socio-economic
configurations, which have received little attention in the corporate taxation literature.

B. The Influence of Corporate Social Responsibility on Tax Avoidance

The test results in this study found that the corporate social responsibility value was 0.038, indicating that
0.038 > 0.05. This result implies that corporate social responsibility does not have a significant effect on tax
avoidance. However, some argue that corporate social responsibility has no impact on tax avoidance. There are
several reasons for this, one of which is that many companies utilize CSR to improve their social reputation without
considering ethical values in all aspects of their business activities. This research is in line with research conducted
by (Prasetyo & Arif, 2022) which stated that Corporate Social Responsibility has no significant effect on tax
avoidance. However, this study contradicts research conducted by (Fitri, 2024) and (Hidayat & Maulidiyah, 2022)
which showed that Corporate Social Responsibility has a significant effect on tax avoidance, in line with the view
that Corporate Social Responsibility increases compliance with tax regulations.

The results of the descriptive quantitative analysis show moderate variability in managerial ownership, but
low variability in CSR and tax avoidance. This indicates that CSR practices and tax avoidance strategies among
food and beverage companies in Indonesia during 2020-2023 are relatively homogeneous. The low standard
deviation for CSR (0.0091) indicates uniform disclosure, possibly due to the uniform sustainability reporting
regulations from the Financial Services Authority (OJK). In the context of legitimacy theory, this may reflect
external pressure to project an image of compliance with social norms and regulations, rather than actual variation
in CSR commitments. The regression results show that the coefficient for managerial ownership is negative, but not
significant at the 5% level (p = 0.112). This reinforces the view that managerial share ownership does not necessarily
moderate opportunistic tax-related actions. In agency theory, managerial ownership is supposed to reduce conflicts
of interest between owners and managers (Bauer et al., 2018; Michael C. Jensen and William H. Meckling, 1986).
However, these results indicate that this mechanism is not strong enough to influence tax avoidance strategies in
this sector.

The negative and significant coefficient of CSR on tax avoidance (p = 0.038) supports the hypothesis that
companies with compliant practices comply with tax regulations. This can be explained through reputation and
institutional theory, where companies maintain long-term reputations through fiscal compliance. However, the
significant T-test results indicate that companies with better social responsibility are more likely to avoid tax
avoidance. This is consistent with the findings of Hoi (2013) who stated that more socially responsible companies
are more likely to engage in CSR, contradicting the findings of Prasetya & Mutmainah (2024), who showed that
CSR had no significant effect. This difference may be caused by differences in industrial sectors or the method of
measuring CSR scores. In this study, CSR scores were measured from sustainability reports, which can contain
reporting bias, so caution is needed in interpreting the results.
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C. The Influence of Managerial Ownership and Corporate Social Responsibility on Tax Avoidance

The results of the hypothesis testing indicate that there is no significant influence between the type of
managerial ownership and corporate social responsibility on tax avoidance. This is evidenced by the F-test
significance value of 0.60 > 0.05 and the low adjusted R*2 value of 0.108. This indicates that the two independent
variables, managerial ownership and corporate social responsibility, only cover a small portion of the tax avoidance
variable. These results suggest that these two variables may not be the main factors influencing corporate tax
avoidance decisions. CSR has been shown to have a negative effect on tax avoidance, indicating that companies
with high levels of CSR tend to refrain from aggressive tax avoidance practices. Simultaneous analysis using the F-
test showed that both independent variables were collectively insignificant (p = 0.060). This indicates that, although
CSR shows a partial influence, together with managerial ownership, it is not strong enough to explain the variation
in tax avoidance. The Adjusted R? value of only 16.1% also confirms that there are still 83.9% of other variables
that influence tax avoidance practices. The low R? value indicates that factors such as the complexity of tax
regulations, incentive structures, shareholder pressure, and macroeconomic conditions are more dominant in
influencing tax avoidance. This is in line with studies by DeBacker (2015) and Rego & Wilson (2012) which show
that the main determinants of tax avoidance often originate from factors external to the company. The finding that
managerial ownership is insignificant emphasizes the need to further examine leadership dynamics within the
context of corporate culture and market pressures. Other studies emphasize the role of CEO personal attributes and
professional experience in shaping fiscal risk preferences. This study has not integrated these factors, which could
be a potential direction for further research (Law & Mills, 2017; Sarhan, 2024; Xiao, 2024). Furthermore, the
conflicting results between CSR and tax avoidance indicate ambiguity in the use of CSR as an ethical instrument.
CSR can be symbolic or ceremonial, as criticized by window dressing theory and greenwashing practices. Therefore,
the quality of CSR and its relationship to tax ethics need to be explored further using qualitative or mixed-methods
approaches.

These findings reinforce the literature's argument that CSR is not merely an image-building tool, but part
of a commitment to good governance (Hoi et al., 2013; Xu et al., 2022). In this regard, CSR reflects a company's
ethical standards regarding legal compliance. However, not all findings fully confirm this negative relationship. In
some cases, companies continue to engage in tax avoidance while actively communicating CSR programs. This
reinforces the literature's criticism that CSR can serve as a legitimizing tool to mask aggressive financial practices
(Dissanaike et al., 2021; Pipatnarapong et al., 2025) (O'Sullivan et al., 2021). The results of this research's
simultaneous analysis indicate that managerial ownership and CSR together have a significant influence on tax
avoidance. These findings support the notion that tax decisions are the result of a complex interaction between
managerial interests and corporate reputation strategies. Bernile (2015) and Zeng (2025) refer to this as a behavioral
tax decision, where the personal and social values of management shape the direction of the company's fiscal
policy.The findings of this study indicate that Corporate Social Responsibility (CSR) has a significant negative
effect on tax avoidance (p = 0.038), but the interpretation of this significance is not unique, especially in a
homogeneous sectoral context such as the food and beverage industry in Indonesia. Theoretically, these results
support the legitimacy and reputation theory, which states that companies tend to comply with fiscal obligations to
maintain long-term social legitimacy and public trust.

However, the low standard deviation of CSR suggests the possibility of pseudo-conformity due to regulatory
pressures, rather than a deep ethical commitment, thus making the effectiveness of CSR as a predictor of tax
compliance ambiguous. This provides theoretical novelty that in the context of developing countries, CSR can
become symbolic (symbolic legitimacy) rather than substantive. Empirically, these findings contradict the study by
Prasetyo & Arif (2022), but are consistent with the results of Fitri (2024) and Hidayat & Maulidiyah (2022), which
emphasize the role of CSR in improving fiscal compliance. These differences in results highlight the importance of
considering CSR measurement methodology, including the potential for reporting bias in sustainability reports.
Thus, this research offers an empirical contribution that demonstrates that the effectiveness of CSR in reducing tax
avoidance depends not only on the existence of the practice itself, but also on its ethical depth, implementation style,
and the regulatory context surrounding it. Going forward, an integration of quantitative and qualitative approaches
is needed to distinguish between strategic CSR and merely cosmetic CSR.

CONCLUSION

This study found that Corporate Social Responsibility (CSR) had a negative and significant effect on tax
avoidance in food and beverage companies listed on the Indonesia Stock Exchange (IDX) for the 2020—-2023 period,
supporting the assumption that CSR reflects fiscal compliance. Conversely, managerial ownership did not show a
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significant effect, indicating that managerial share ownership does not always determine tax behavior.
Simultaneously, both variables did not significantly influence tax avoidance, as indicated by the F-test and low R?
values. This indicates that other factors, such as corporate governance or managerial incentives, are more dominant.
Limitations of the study lie in the small sample size and focus on a single sector, which limit the generalizability of
the results. Measuring CSR based on report scores can also introduce bias because it does not necessarily reflect
actual practices. Further research should expand the data coverage and include control variables such as company
size and profitability. A mixed approach and exploration of mediating variables such as corporate governance will
enrich the understanding of the relationship between CSR and ownership and tax avoidance.

SUGGESTION
A. Practical Advice

For tax authorities, it is important to note that companies with good CSR practices tend to demonstrate
higher tax compliance. Therefore, regulations that integrate CSR reporting with fiscal audits can strengthen
transparency and oversight. For company management, these results indicate that CSR strategies are not only an
image-building tool but also have the potential to improve relations with regulators and reduce tax risks. Meanwhile,
for investors, CSR practices and ownership structure can be used as early indicators in assessing a company's
managerial integrity and tax compliance risk. Thus, the results of this study not only broaden the theoretical horizons
in the tax avoidance literature but also provide strategic direction in designing more accountable and long-term
governance policies.

B. Theoretical Suggestions

The results of this study contribute to the development of agency theory and legitimacy theory in the context
of tax avoidance in Indonesia. The finding that managerial ownership has no significant effect on tax avoidance
indicates that the interests of managers as agents are not always aligned or directly contradict the interests of owners,
as assumed in agency theory. This opens up room to re-examine the role of other moderating variables, such as
compensation structure, board oversight, or organizational ethics in bridging this relationship. Furthermore, the
finding that CSR has a significant negative effect on tax avoidance supports the view of legitimacy theory, which
suggests that companies striving to maintain a social image are more likely to demonstrate compliance with legal
obligations, including taxes. Practically, this study provides important insights for policymakers, investors, and
corporate managers.
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