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Abstract: Companies that take benefits of natural resources are required to 
implement corporate social responsibilities (CSRs). Besides, they have an 
obligation to pay tax. CSR and tax have the same goal to improve the 
community welfare, while both are expenses for the companies. These 
similarities allow companies with high CSR activities to decrease the amount 
of tax payable through tax avoidance practices. The results of this study  
show that the higher the level of CSR activities, the higher the company’s 
responsibility for its tax obligations. Moreover, CSR has stronger influence  
on decreasing tax avoidance if CSR is carried out by large companies. 
Profitability does not moderate the relationship because of the weakening 
economic conditions of mining industry. In addition, companies with high CSR 
activities assumed that tax payment became a part of CSR, so they did not 
consider CSR and tax payment to be separated and mutually replaceable. 
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1 Introduction 

Corporate social responsibility (CSR) plays an important role for company to guarantee 
its sustainability. The sustainability of a company is affected by the contribution of  
the company to the social and environmental aspects (McWilliams and Siegel, 2000). 
Crowther and Aras (2008, p.55) said that a company doing CSR activities can be 
considered as an ethical company since business ethics become the foundation of CSR 
concept. 

CSR activities in Indonesia, which were a voluntary at first, have evolved into an 
obligation, in line with the legalisation of Limited Liability Company Act No. 40/2007 
Chapter 74 and Capital Investment Act No. 25/2007 Chapter 15b. Changes in the concept 
of CSR from a voluntary to an obligation have suppressed management to be able to 
manage their financial performance because the additional CSR expenses will reduce the 
company’s profits. Related to the economic responsibility concept, the management of 
the company is responsible to the shareholders in order to increase the company’s profits 
while complying with the legal responsibilities. This condition requires management to 
carry out various ways to increase company profits without deviating from the legal rules 
(Tjondro et al., 2016). 

In line with the concept of CSR, taxes increase people’s prosperity (Act No. 28/2007 
Chapter 1). Taxes collected from taxpayers will be used by the government to finance the 
improvement of people’s welfare, like infrastructure developments such as transportation 
facilities, increasing the economic growth by supporting SMEs, providing public 
facilities such as schools and hospitals, distributing social aid, the imposition of subsidies 
on fuel, scholarships, environmental preservation, and so on. Thus, the absence of tax 
payment will decrease the government ability in overcoming social problems. Besides 
having the same benefits, taxes and CSR have the same characteristics, i.e., a mandatory 
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by the act. As stated in the Law No. 28/2007 Chapter 1, tax is the compulsory 
contribution to the state and must be paid by individual or statutory body. 

Compliance of the Indonesian citizens in paying taxes is still relatively low. In 2017, 
the Indonesia’s tax ratio was only 10.7% or did not yet reach the minimum threshold 
standard for a country’s tax ratio (15%). The tax ratio was under the 2017 target, i.e., 
11.5% as stipulated in the 2017 State Budget (APBN) Financial Note. Compared to other 
ASEAN countries, Indonesia’s tax ratio is lower, than the Philippines 13.7%, Malaysia 
13.8%, Singapore 14.3%, Cambodia 15.3% and Thailand 15.7%. The low tax ratio in 
Indonesia shows many potential taxes that have not been received by the state from  
the individuals as taxpayers including companies as corporate taxpayers. In addition, it 
indicates there are still many social problems such as poverty, health, education, defence, 
security, transportation, and other public facilities that cannot be resolved by the 
government (Wahyudi, 2015). 

The relationship between CSR and tax becomes an interesting research topic because 
both have the similar characteristics. CSR and taxes have a similarity, i.e., contributing to 
increase the community welfare and the preservation of the natural environment. This can 
lead an increase in tax payments. Tax payments will increase because companies that 
implement CSR will avoid practicing tax avoidance because taxes are considered as a 
part of CSR activities (Tjondro et al., 2016). Hoi et al. (2013) stated that by paying taxes, 
companies engage with the community or participate in efforts to improve people’s 
welfare. On the contrary, high CSR practices actually make the companies try to do tax 
avoidance because they have implemented CSR activities. This occurs because CSR and 
taxes are the expenses of the company that will reduce the net income. 

Currently, CSR practiced in Indonesia has been no longer a voluntary but an 
obligation for the companies, especially for them which operate their business using 
natural resources. This condition forces management to generate high profits with limited 
resources. All efforts will be made by management to achieve these objectives including 
tax avoidance. Chapter 6 of the Law No. 36/2008 on CSR states that cost is usually used 
by companies to avoid tax payments by increasing the cost of CSR, because CSR costs 
can reduce the amount of tax payable that should be paid by the company (Tjondro et al., 
2016). 

The relationship between CSR and tax is also influenced by the company’s profit 
performance. Watson (2015) stated that companies carrying out high CSR activities will 
not do tax avoidance when company profits are also high. This is because management 
has sufficient resources to implement CSR and pay taxes. On the other hand, when the 
profit performance is low and management has to allocate CSR and tax expenses, they 
tend to conduct tax avoidance. In addition, the relationship between CSR and tax is also 
influenced by company size. The larger the size of the company, the greater the 
company’s obligation to implement CSR. Large companies will try to apply CSR and do 
not make tax avoidance, because tax avoidance activities will give negative effect on 
society and will lead to negative perceptions of the company (Lanis and Richardson, 
2012). 

1.1 Research problem 

Based on the aforementioned background, the research problems can be formulated as 
follows: 
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1 Did CSR affect the tax avoidance in the mining companies listed on the Indonesia 
Stock Exchange (IDX) in 2013–2017? 

2 Did profitability affect the relationship between CSR and tax avoidance in the 
mining companies listed on the IDX in 2013–2017? 

3 Did the company size affect the relationship between CSR and tax avoidance in the 
mining companies listed on the IDX in 2013–2017? 

1.2 Research objectives and significances 

This study aims to empirically examine the effect of CSR on tax avoidance, and the effect 
of profitability and company size on the relationship between CSR and tax avoidance. 
This study is expected to examine whether companies with high CSR activities tend to do 
or not to do tax avoidance. This study is also expected to expand knowledge, especially 
in the field of accounting regarding to the implementation of CSR and taxation. For the 
company, it is expected to be additional information in the decision-making process 
related to the implementation of CSR and tax avoidance. Then, for the government, it can 
be a source of input in terms of making regulations, especially in the taxation system, and 
for the disclosure indicators of CSR in Indonesia. The research that examines the effect 
of CSR on tax avoidance in Indonesia is still limited. Thus, for the future researchers, this 
study can be used as a reference to make a new research or further development. 

2 Review of literature 

2.1 Legitimacy theory 

Legitimacy can be considered as an equal perception or assumption that the actions taken 
by an entity are desirable, appropriate or in accordance with social norms, values, beliefs, 
and definitions. Legitimacy theory is the basis for companies to carry out CSR activities. 
This theory is seen as a perspective orientation system, i.e., a company can influence and 
be influenced by the community in which the company conducts its activities (Suchman, 
1995). 

2.2 Stakeholder theory 

Freeman (1984, p.25) defines stakeholder theory as individual and groups that are 
influenced by the achievement of organisational goals and affect the achievement of these 
goals. Companies must pay attention to stakeholders because they are parties that 
influence and are influenced both directly and indirectly on the activities and policies 
made and implemented by the company. If companies do not pay attention to 
stakeholders, it is not impossible for them to reap protests and can eliminate the 
legitimacy of stakeholders (Karundeng, 2017). 

2.3 Slack resources theory 

The relationship between CSR and tax avoidance can be explained by the theory of  
slack resources. Puspawati et al. (2018) stated that if the company has a high-profit 
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performance, the company is able to allocate more resources to the interests of the 
stakeholders. This will increase the CSR activities and corporate tax payments, or the 
company will not try to avoid tax payments. On the contrary, if the company’s profit 
performance is low, the company’s resources become limited so the company will 
allocate a limited amount of CSR and tax payments. 

2.4 Corporate social responsibility 

The World Business Council for Sustainable Development (2000) stated that businesses 
must be committed continuously to behave ethically and contribute to economic 
development and improve the quality of life of employees and their families, the local 
community and society at large. Meanwhile, Susanto (2013) defined CSR as the 
responsibility of the company both inside and outside the company. Inward 
responsibilities are directed to the interests of shareholders and employees, such as 
profitability and company’s growth; while, outward responsibilities are associated with 
the role of companies as taxpayers and job providers, increasing the welfare and 
competence of the community and maintaining the environment for the next generations. 
The success of CSR and the scope of CSR programs that are carried out will be 
determined by the mangers awareness level and other relevant stakeholders. 

2.5 Tax avoidance 

Sunday (2016) defined tax avoidance as a tax planning that aims to make up the tax 
liability to be as low as possible by utilising existing regulations but does not violate the 
regulations or laws. Tax avoidance includes the company activities that do not socially 
responsible because it is considered not to contribute maximally in an effort to achieve 
the community prosperity (Landolf, 2006). Minimising tax obligations using legal 
methods called tax avoidance, while using illegal methods are called tax evasion 
(Puspawati et al., 2018). In essence, tax avoidance is an act that cannot be justified, 
especially in terms of business ethics, because it will ultimately obstruct the 
government’s efforts to create social welfare for the community and the nature 
preservation. 

2.6 Profitability and firm size 

Profitability is the company’s ability to generate profits (Prasojo, 2011). It can be 
measured from operating income, net income, return on investment, and return on the 
owner’s equity. Furthermore, it becomes a factor that gives management a freedom and 
flexibility to conduct and broadly discloses CSR program (Heinz, 1976). 

Riyanto (2001, p.299) defined firm size as a description of the size of a company that 
is shown in total assets, total sales, and average of sales and total assets. The firm size is 
divided into three categories, namely large companies, medium companies, and small 
companies. Large companies are business entities that are often highlighted by their 
activities; therefore, the large companies have to maintain their image in the community 
(Sembiring, 2006). CSR activities and correct tax payments are efforts made to maintain 
the good image of the company. 
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2.7 The framework of research concept and hypothesis 

The concept framework in this research that uses a quantitative approach can be seen in 
Figure 1. 

Figure 1 The framework of research concept 

𝐇𝟏 

𝐇𝟑 𝐇𝟐 

 
Tax avoidance 

(Y) 

 

Corporate social 
responsibility (X1) 

 
       Firm size 

(X3) 

 
Profitability 

(X2) 

 

Based on the theoretical foundation and the results of previous studies, the hypotheses in 
this study are formulated as follows. 

2.7.1 The influence of CSR on tax avoidance 

Tjondro et al. (2016) explained that a company with good CSR quality will sustainably 
carry out CSR and tax obligations because tax payment is a part of CSR. On the contrary, 
companies with poor CSR quality will allocate funds for CSR costs and tax payments 
because of the suppress of limited resources. In addition, Kuriah and Asyik (2016) stated 
that companies that carry out CSR activities but are aggressive towards taxes or tax 
evasion will lose a positive reputation from stakeholders and eliminate the positive 
impact of implementing CSR. The research results conducted by Lanis and Richardson 
(2012), Tjondro et al. (2016) and Dharma and Noviari (2017) concluded that CSR has a 
negative effect on tax avoidance. This shows that if the disclosure of corporate CSR is 
high, the company’s tax avoidance is low. The hypothesis formulation regarding the 
effect of CSR on tax avoidance can be formulated as follows: 

H1 CSR has negative effect on tax avoidance. 

2.7.2 The influence of profitability as a moderating variable on the relationship 
between CSR and tax avoidance 

CSR activities will decrease when the company has low financial performance, and the 
company tends to make tax avoidance and ignore CSR activities (Watson, 2015). Hoi  
et al. (2013) divided companies into two groups based on the implementation of CSR, 
namely responsible and irresponsible CSR. Companies are classified as responsible CSR 
if they have higher profits that they can make sustainable CSR programs and do not avoid 
tax payments. Based on the results of research conducted by Watson (2015), Hoi et al. 
(2013) and several other studies such as Puspawati et al. (2018) and Tjondro et al. (2016), 
it can be explained that profitability strengthens the relationship between CSR and tax 
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avoidance. Therefore, the effect of the interaction between CSR and profitability on tax 
avoidance can be formulated as follows: 

H2 Profitability strengthens the relationship between CSR and tax avoidance. 

2.7.3 The influence of firm size as a moderating variable on the relationship 
between CSR and tax avoidance 

The larger the size of the company, the more the company will avoid tax avoidance. It is 
because large companies get more attention from the public or shareholders, so they must 
continue to build the good image (Dewi and Putri, 2015). The company will continue to 
strive to carry out activities that support the company’s image or give a positive signal to 
shareholders, such as conducting CSR activities. In addition, Ratmono and Sagala (2015) 
stated that a large company usually has good management system and big resources in 
running their company, so it is a less possibility to carry out tax avoidance. Thus, large 
companies will increase the effect of CSR on tax avoidance. Therefore, the effect of the 
interaction between CSR and company size on tax avoidance can be formulated as 
follows: 

H3 Firm size strengthens the relationship between CSR and tax avoidance. 

3 Materials and methods 

This is a quantitative research. The source of data in this research is the corporate  
annual report downloaded from IDX website or the official website of the company. The 
population in this study were all public sector mining companies listed on the IDX for 
five consecutive years from 2013 to 2017. The method of data collection used a 
purposive sampling method with the following criteria: 

1 The mining companies listed in IDX within 2013–2017. 

2 Publishing annual reports during 2013–2017 on the official IDX website or the 
company’s official website. 

3 Data of CSR disclosure, profitability, total company assets, and taxation were fully 
available during the observation period. 

4 The company did not get losses during the observation period, 2013–2017. 

5 The companies had an effective cash tax rate (CETR) range of 0–1 because the tax 
rate may not be negative or greater than 1 (Guenther, 2014). 

The technique of data analysis in this research used the normality assumption test and  
the classic assumption test such as multicollinearity test, heteroscedasticity test and 
autocorrelation test, and statistical t-test as the hypothesis testing. Model of moderated 
analysis regression is formulated as follows: 

1 1 2 2 3 3 4 1 2 5 1 3Y X X X X X X X e             

Y tax avoidance 

 constant 
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1, 2, 3, 4, 5 regression coefficient 

X1 CSR 

X2 profitability 

X3 firm size. 

Dependent variable, i.e., tax avoidance, was measured using CETR. CETR describes the 
presentation of total corporate income tax that is paid by the company from all total 
income before taxes (Ratmono and Sagala, 2015). Watson (2015) argued that CETR has 
been widely accepted in the accounting literature in proving tax avoidance because CETR 
can reveal tax avoidance strategies, both permanently and temporarily. Lanis and 
Richardson (2012) calculated CETR using the following formula: 

Corporate income tax payable
CETR

Income before tax
  

CSR measurement was based on each company’s disclosure index that was calculated 
through the number of items disclosed in the annual report. The disclosure indicator uses 
international indicators issued by the Global Reporting Initiative (GRI) which consists of 
91 disclosure indicators. CSR disclosure index is calculated by giving a score, where 
score 0 is given when the company does not disclose and score 1 if the company 
discloses indicators in GRI. The CSR disclosure index is denoted in the following 
formula (Rosiana et al., 2013): 

n
CSRDIj

k
  

CSRDIj CSR disclosure index of company j 

n the number of fulfilled indicators of CSR disclosure 

k the number of all CSR disclosure indicators (91 indicators). 

Profitability is the company’s ability to generate profits. Profitability in this study was 
proxied through return on assets (ROA). ROA measures profitability by comparing  
pre-tax profits with total company assets (Puspawati et al., 2018). ROA is calculated by 
using the following formula: 

Income before tax
ROA

Total assets
  

Company size is the size of the company scope or extent in carrying out its operations 
(Purwanto, 2011). This study used total assets to measure company size. The total assets 
are valued by the log of total assets to reduce the significant difference between the size 
of the companies. Company size was measured using the log of natural total asset 
(LnTotal assets). 

.Company size Natural log of total assets  
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4 Results 

4.1 Research overview 

The objects of this research are public mining companies listed on the Indonesia  
Stock Exchange in 2013–2017, i.e., 41 companies. The method of collecting data used 
purposive sampling. In this study, 12 companies met the criteria; therefore, the number of 
observations was 60 data. 

Table 1 Research sample 

No. Sample criteria Number of companies 

1 The mining companies listed in IDX within 2013–2017 41 

2 Did not publish annual reports during 2013–2017 on the official 
IDX website or the company’s official website 

(7) 

3 Data of CSR disclosure, profitability, total company assets, and 
taxation were not fully available during the observation period 

0 

4 The companies got losses during the observation period,  
2013–2017 

(22) 

5 The companies did not have an effective cash tax rate (CETR) 
range of 0–1 because the tax rate may not be negative or greater 
than 1 

0 

Total 12 

4.2 Descriptive statistics test 

Table 2 shows descriptive statistics from 60 data observations in 2013–2017. The average 
CSR disclosure in the mining companies listed on the IDX based on G4 standards  
had reached 50.35%; thus, it can be interpreted that they have begun to realise the 
implementation of comprehensive CSR. Meanwhile, the average value of a company’s 
ability to obtain projected profits with ROA is still very low at only 12.80%. This shows 
that in the period of observation, the mining companies were having difficulty in creating 
profits. Through the log natural of total assets, the mining companies listed on the IDX 
could be classified as the large companies. The average tax avoidance activity measured 
by CETR was 33%. This indicates a low tax avoidance aggression. 

Table 2 Descriptive statistics of research variables 

Statistics 

 CETR CSRDI ROA LnTA 

N Valid 60 60 60 60 

Missing 0 0 0 0 

Mean .32685 .50345 .12752 29.30520 

Std. deviation .083426 .160974 .089552 1.226043 

Minimum .230 .165 .000 27.590 

Maximum .547 .956 .532 32.158 
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4.3 Normality test 

Based on the results of the K-S test, it is known that the significance value is greater than 
0.05, which is equal to 0.089. Thus, it can be concluded that the data in this study were 
normally distributed or the regression model was feasible because it met the assumptions 
of normality. 

Table 3 Result of Kolmogorov-Smirnov test 

One-sample Kolmogorov-Smirnov test 

 Unstandardised residual 

N 60 

Normal parametersa,b Mean .0000000 

Std. deviation .07482215 

Most extreme differences Absolute .106 

Positive .106 

Negative –.079 

Test statistic .106 

Asymp. sig. (2-tailed) .089c 

Notes: aTest distribution is normal. 
bCalculated from data. 
cLilliefors significance correction. 

4.4 Multicollinearity test 

The VIF value of all independent variables is between 1–10, which is 1.118 for the value 
of the CSRDI variable, 1.019 for the variable profitability, and 1.098 for the company 
size variable. Therefore, it can be concluded that there was no similarity between 
independent variables or there was no multicollinearity problem in the regression model 
studied. 

Table 4 Result of multicollinearity test 

Coefficientsa 

Model 
Unstandardised 

coefficient 
 Standardised 

coefficients t Sig. 
Collinearity 

statistics 

B Std. error  Beta Tolerance VIF 

1 (Constant) .136 .243   .558 .579   

CSRDI –.019 .066  –.037 –.292 .771 .895 1.118 

PROFITABILITY –.396 .113  –.424 –3.498 .001 .981 1.019 

FIRM SIZE .009 .009  .126 1.004 .320 .911 1.098 

Note: aDependent variable: CETR. 
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4.5 Heteroscedasticity test 

This test used Rank-Spearman based on decision making if the significance value is 
greater than 0.05, there is no heteroscedasticity. All variables had a significant value 
greater than 0.05. 

Table 5 Result of Rank-Spearman test 

Correlations 

 
CSRDI ROA LnTotal 

assets 
Unstandardised 

residual 

Spearman’s 
rho 

CSRDI Correlation coefficient 1.000 –.169 .247 .043 

Sig. (2-tailed) . .196 .057 .746 

N 60 60 60 60 

ROA Correlation coefficient –.169 1.000 .057 –.029 

Sig. (2-tailed) .196 . .663 .827 

N 60 60 60 60 

LnTotal assets Correlation coefficient .247 .057 1.000 –.122 

Sig. (2-tailed) .057 .663 . .355 

N 60 60 60 60 

Unstandardised 
residual 

Correlation coefficient .043 –.029 –.122 1.000 

Sig. (2-tailed) .746 .827 .355 . 

N 60 60 60 60 

4.6 Autocorrelation test 

This test used a value from Durbin-Watson which if the value of du < d < 4 – du, there is 
no autocorrelation. Table 6 shows that the value of d = 2.055 which was between the du 
values of 1.6889 and 4 – du, 2.311. 

Table 6 Result of Durbin-Watson (Cochrane-Orcutt) test 

Model summaryc,d 

Model R R 
squareb 

Adjusted 
R square 

Std. 
error of 

the 
estimate 

Change statistics 

Durbin-Watson R 
square 
change 

F 
change 

df1 df2 Sig. F 
change 

1 .958a .919 .914 .07363 .919 210.972 3 56 .000 2.055 

Notes: aPredictors: Lag_X3, Lag_X2 and Lag_X1. 
bFor regression through the origin (the no-intercept model), R square measures the 
proportion of the variability in the dependent variable about the origin explained 
by regression. This cannot be compared to R square for models which include an 
intercept. 
cDependent variable: Lag_Y. 
dLinear regression through the origin. 
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5 Discussion 

5.1 Regression analysis 

1 2 3 1 2 1 32.048 3.738 0.470 0.055 0.321 0.122Y X X X X X X X e        

The results of multiple linear regression analysis of the effect of CSR on tax avoidance 
with profitability and firm size as moderating variables (MRA) can be seen in Table 7. 

Table 7 Result of multiple linear regression analysis 

Coefficientsa 

Model 
Unstandardised coefficients  Standardised coefficients 

t Sig. 
B Std. error  Beta 

1 (Constant) 2.048 .950   2.155 .036 

CSRDI –3.738 1.637  –7.213 –2.284 .026 

ROA –.470 .548  –.505 –.858 .395 

LnTA –.055 .033  –.807 –1.650 .105 

CSRDI*ROA .321 1.051  .185 .306 .761 

CSRDI*LnTA .122 .056  7.449 2.185 .033 

Note: aDependent variable: CETR. 

5.2 Hypothesis test 1 

The results of this study indicate that CSR had a negative effect on the tax avoidance  
of public companies in the mining sector listed on the IDX in 2013–2017. The hypothesis 
testing as shown in Table 7 shows a significant number of 0.036 (< 0.05), so H1 was 
supported statistically. 

The results of this study are in accordance with the hypothesis, i.e., companies that 
carry out CSR activities tend to avoid tax avoidance. It can be said that the mining 
companies listed on the IDX have implemented and disclosed CSR activities well in the 
annual report or in the sustainability report. TJSL activities for mining companies were 
no longer voluntary but had become obligations in accordance with Limited Liability 
Company Act No. 40/2007 Chapter 74. This regulation requires companies to actually 
carry out and disclose CSR activities, even some companies have used the GRI 
Disclosure Index (G4) as a parameter of CSR disclosure, such as PT Bukit Asam Tbk 
(PTBA) and PT Timah Tbk (TINS). The descriptive statistical data also shows that the 
average CSR disclosure was 50.35% and the highest disclosure value was 95.60%, e.g., 
PT Bukit Asam Tbk in 2015. 

Companies with high CSR activities assume that tax payments are a part of CSR, so 
they do not consider CSR and tax payments to be separate and mutually replaceable 
(Tjondro et al., 2016). The higher the level of corporate CSR activities, the higher the 
company’s responsibility for its tax obligations. This shows that the company will 
increasingly do tax avoidance. Lanis and Richardson (2012) said that companies that are 
socially responsible will have less possibility to do tax avoidance. 

The results of the study are in accordance with the results of research conducted  
by Lanis and Richardson (2012) who also concluded that CSR has an effect on tax 
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avoidance, in this case, when corporate CSR is high, tax avoidance will be low. In 
addition, the results of this study are also similar to the results of research conducted by 
Hoi et al. (2013) which concluded that companies with irresponsible CSR activities have 
a higher level of tax avoidance. 

5.3 Hypothesis test 2 

The results of this study indicate that the company’s profitability did not moderate the 
relationship between CSR and tax avoidance of public mining companies listed on  
the IDX in 2013–2017. Hypothesis testing showed a significant number of 0.761  
(> 0.05), so H1 was not supported statistically. 

This research also shows that profitability did not affect tax avoidance independently 
as can be seen from the number of significances of ROA in Table 7, i.e., 0.395 (> 0.05). 
Profitability in this study that was proxied by ROA or the ability of a company to 
generate profits using assets owned by the company statistically did not affect tax 
avoidance. This might be caused by the condition of Indonesia mining companies listed 
on the IDX during the research period. They faced some problems such as profits 
obtained tended to decline especially in 2014 and 2015. Edwin Soeryadjaya, as  
president commissioner of PT Adaro Energy Tbk, 2015 was a difficult year because 
global economic growth had weakened in line with the increasing geopolitical risk. The 
reasons that exacerbated the situation included deflation in Europe, low growth in the 
USA and other OECD countries, and Chinese economy growth which was not as good as 
expected and higher capital market volatility due to capital in and out of the market to 
avoid risk. In addition, the oil and gas prices that were not as high as expected and  
the depreciation of currencies of several countries had also exacerbated the business 
conditions in the mining sector. 

Table 2 shows that the average ROA of a mining sector company in this study only 
showed the figure of 12.75% and the mining companies that obtained the lowest ROA 
was PT Surya Esa Perkasa Tbk (ESSA), i.e., 0.04%. Although profitability interacted 
with CSR to influence tax avoidance, the results were not influential, or profitability was 
not supported to moderate the relationship between CSR and tax avoidance. 

5.4 Hypothesis test 3 

The results of this study indicate that company size strengthens the relationship between 
CSR and tax avoidance of the public mining companies listed on the Indonesian Stock 
Exchange in 2013–2017. Hypothesis testing showed a significant number of 0.033  
(< 0.05), therefore H1 was statistically supported. 

This study shows the effectiveness of company size variable to influence tax 
avoidance when it interacted with CSR, which was able to strengthen the influence of 
CSR on tax avoidance. Mostly, the mining companies in Indonesia are large companies 
or have large number of total assets as can be seen in Table 2 showing that the average 
total assets are Rp.5,500,000,000,000 (Ln29.30520), and the highest total assets are 
Rp.92,454,346,496,000 (Ln32.1577) owned by PT Adaro Energy Tbk in 2017. Thus, 
companies must pay more attention to its activities that affect the social and natural 
environment including its tax obligations because the company will get more public 
attention. 
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Companies that have good CSR activities did not strive to carry out tax avoidance 
because they were strengthened by large total assets, so they had great resources to carry 
out sustainable CSR activities and make tax payments. The results of this study also 
supported the legitimacy theory, i.e., the greater the size of the company, the more the 
company must maintain the legitimacy of stakeholders, and CSR activities are a positive 
signal to strengthen the legitimacy. Therefore, companies with high CSR activities and 
large firm size will tend to avoid tax avoidance to secure company’s image. In addition, 
CSR will have a stronger influence on tax avoidance if CSR is carried out by large 
companies. 

6 Conclusions and recommendations 

Referring to the results of research and discussion, it can be concluded: 

1 CSR had a negative effect on tax avoidance in the public mining companies listed on 
the IDX in 2013–2017. It indicates that company with high CSR activities tried to 
avoid the tax avoidance practices. 

2 Profitability did not moderate the relationship between CSR and tax avoidance in the 
public mining companies listed on the IDX in 2013–2017 

3 Company size strengthened the relationship between CSR and tax avoidance in the 
public mining companies listed on the IDX in 2013–2017. 

Meanwhile, the suggestions that can be given are as follows: 

1 For companies, it is recommended that they have to be consistent in carrying out 
CSR activities and use a comprehensive standard guide, such as standard from the 
GRI in the implementation and disclosure. 

2 For the government, it is recommended to be able to strengthen and clarify the 
existing taxation system so the taxpayers will not try to do tax avoidance, for 
example, using tax incentives on CSR activities and maintaining the credibility of tax 
management officers. 

3 For the government, it is recommended to be able to make new regulations that 
clarify the indicators to be disclosed by companies in CSR activities. 

4 For the further researchers, it is recommended to expand the object of research which 
includes other sectors on the IDX or international stock exchanges, such as the 
plantation and manufacturing sectors. 

5 For the further researchers, it is recommended to be able to add variables that can 
moderate or influence the relationship of CSR and tax avoidance, e.g., tax incentives. 

6 For the further researchers, it is recommended to involve other parties in determining 
the range of CSR disclosures in order to minimise subjectivity. 
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