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Abstract 

This study investigated the effect of financial constraints and political connections on tax aggressiveness. 
Additionally, ESG disclosure was used as a moderating variable to examine the impact of financial constraints and 
political connections on tax aggressiveness. Quantitative research uses secondary data. Data was collected from 
company reports, annual reports, and sustainability reports. The data was analyzed using hypothesis tests. The results 
of this study demonstrated that financial constraints and political connections positively influenced tax 
aggressiveness. Furthermore, this study revealed that ESG disclosure could weaken the positive influence of 
financial constraints on tax aggressiveness. In addition, ESG disclosure did not moderate the influence of political 
connections on tax aggressiveness. The tax authority can improve PMK No. 22/PMK.03/2020, about procedures for 
implementing transfer price agreements in unique company relationships by considering ESG disclosure to prevent 
an increase in tax aggressiveness. This study adds ESG disclosure to classify the inconsistency of previous 
research (Adela et al., 2023; Solikin & Slamet, 2022; Octaviani & Sofie, 2018), which are thought to have a 
combined influence on the financial constraints and political connections on tax aggressiveness.  
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1. Introduction 

Tax aggressiveness refers to the strategic measures implemented by a company to reduce its 
taxable income through tax planning, encompassing both legal tax avoidance and illegal tax evasion 
(Fitriana & Rachmawati, 2021). Despite the legality of tax aggressiveness, it can create a dilemma as 
taxes are vital to the country and failure to pay them will lead to substantial financial losses due to 
decreased state revenue (Siska et al., 2022). In contrast, for companies, tax is an economic expense 
that significantly influences their profitability. Thus, the tax burden imposed on the company causes it 
to engage in tax aggressiveness (Firmansyah et al., 2022). 

The low tax ratio in Indonesia can be attributed to tax aggressiveness (Flamini et al., 2021). 
According to the Revenue Statistics in Asian and Pacific Economies report, Indonesia’s tax ratio 
decreased by 0.7% from 12.2% to 11.5% from 2007 to 2017. This tax ratio is significantly lower than 
the average ratio observed in OECD member countries (34.2%), the Americas and Caribbean countries 
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(22.8%), and the African region countries (18.2%) (OECD, 2020). Moreover, the Tax Justice Network 
report indicates that tax avoidance in Indonesia causes annual losses of US$ 4.86 billion, or IDR 68.7 
trillion. Because Indonesia has incurred losses due to tax avoidance despite its low tax ratio, tax 
avoidance in Indonesia remains an issue that requires further investigation (Firmansyah et al., 2022).  

Tax aggressiveness can be carried out due to financial constraints (Fitriana & Rachmawati, 2021) 
and political connections (Solikin & Slamet, 2022). The high cost of debt and equity capital presents 
difficulties for companies facing financial constraints in acquiring funding sources. Furthermore, 
companies experiencing financial constraints will be triggered to engage in tax aggressiveness to 
maximize new internal funding sources by reducing tax burdens that have no long-term influence on 
the company's performance (Fitriana & Rachmawati, 2021). Moreover, through political connections, 
taxpayers receive preferential treatment, such as low-risk tax audits and easy loan acquisition. In 
addition, companies with political connections are believed to be granted preferential treatment 
regarding investment and taxation, thereby triggering them to engage in tax aggressiveness (Solikin & 
Slamet, 2022). 

According to research by Adela et al. (2023), A'alia and Rachmawati (2022), and Fitriana and 
Rachmawati (2021), companies experiencing financial constraints tend to engage in tax aggressiveness 
because their cash holdings are lower than the tax burden that must be borne so that they will take 
advantage of this condition for tax reporting purposes. In contrast, according to research by Octaviani 
and Sofie (2018), companies experiencing financial constraints tend not to engage in tax 
aggressiveness. She added that the degree of financial constraints companies encounter, whether high 
or low, will not trigger them to carry out tax aggressiveness. 

According to research by Adela et al. (2023), Diafitri and Helmy (2023), and Fadillah and 
Lingga (2021), companies with political connections tend to engage in tax aggressiveness. Political 
connections will trigger companies to carry out tax aggressiveness since they have a greater possibility 
of undertaking measures to minimize the tax burden due to the low risk of tax audits and easy loan 
acquisition. In contrast, based on research by Solikin and Slamet (2022), political connections prevent 
companies from carrying out tax aggressiveness. The reason is that the government is more likely to 
supervise companies with extensive political connections. As a result of this extensive supervision, 
companies that aim to maintain their image would rather avoid risky activities, such as tax 
aggressiveness. 

The aforementioned previous research results demonstrated inconsistent results regarding the 
research conducted on the factors influencing tax aggressiveness (Adela et al., 2023; A'alia & 
Rachmawati, 2022; Fitriana & Rachmawati, 2021; Octaviani & Sofie, 2018; Diafitri & Helmy, 2023; 
Fadillah & Lingga, 2021; Solikin & Slamet, 2022). These inconsistent research results are differences 
in measurements, years of observation, research objects, and relationships between selected variables. 
An additional cause that may account for the inconsistent previous research results is the inclusion of 
other variables, one of which is the moderating variable (Namazi & Namazi, 2016).  

This study aimed to contribute to the literature on financial constraints, political connections, 
and tax aggressiveness by addressing inconsistencies in previous research results. This study 
hypothesized a combined influence of environment, social, and governance disclosure in the 
relationship between financial constraints and political connections on tax aggressiveness. In addition, 
this study added updates in the form of research models, measurements, populations, periods, and 
locations to measure the consistency of previous research results—namely, whether the research results 
obtained using different research models, measurements, populations, periods, and places were 
consistent with prior research. 

Based on type III agency theory, agency conflict occurs between companies and the government. 
Companies try to pay the lowest possible taxes to maximize profits, while the government wants the 
highest possible tax revenues to finance government activities for the welfare of society (Jensen & 
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Meckling, 1976). This theory is in line with research by Adela et al. (2023), A'alia and Rachmawati 
(2022), and Fitriana and Rachmawati (2021); companies that experience financial constraints have 
difficulty in obtaining funding sources due to high debt costs and equity capital costs. Companies 
experiencing financial constraints will maximize new internal funding sources by reducing costs. 
Cutting the tax burden does not affect company performance in the long term, encouraging companies 
to implement tax aggressiveness. Apart from that, companies that experience financial constraints tend 
to exercise tax aggressiveness because the level of cash held by the company is lower than the tax 
burden that must be borne. Therefore, companies that experience financial constraints will take 
advantage of these conditions to carry out tax aggressiveness. Based on the description mentioned 
above, the hypothesis proposed is as follows: 

 
H1: Financial constraints had a positive influence on tax aggressiveness. 
 

Based on resource dependence theory, there is a political relationship between companies and 
the government (Pfeffer & Salancik, 1978). Companies try to obtain legal protection and tax incentives 
from the government to support company operational activities (Li et al., 2012), while the government 
needs company support to help the government achieve socio-economic goals (Li et al., 2008). This 
theory is in line with research by Adela et al. (2023), Diafitri and Helmy (2023), and Fadillah and 
Lingga (2021); companies that have political connections will receive protection from the government 
have easy access to obtain capital loans and have a low risk of tax audits, thus encouraging companies 
to carry out tax aggressiveness. In addition, companies with political connections tend to carry out tax 
aggressiveness because the risk of tax audits is low, have more information about changes in tax 
regulations, and reduce political costs associated with tax aggressiveness. Therefore, companies with 
political connections will use these conditions to carry out tax aggressiveness. Based on the description 
mentioned above, the hypothesis proposed is as follows: 

 
H2: Political connections had a positive influence on tax aggressiveness. 
 

Based on legitimacy theory, a good company is a company that is oriented towards legitimacy 
or alignment with society, government, and community groups (Gray et al., 1996). ESG disclosure is 
a company's responsibility to investors, culture, and the government to reflect the company's operation 
well and increase trust and relationships with investors, society, and government (Tan & Zhu, 2022). 
Research by Agustini et al. (2023) and Nurlaely and Dewi (2023) show that companies with good 
environmental, social, and governance scores tend not to carry out tax aggressiveness because it is 
considered unethical behavior, resulting in losses for society as a whole. 

ESG disclosure can improve company performance (Angela & Sari, 2023), create transparency, 
and minimize tax avoidance by companies (Jankensgård, 2018), resulting in companies with good 
environmental, social, and governance performance both tend not to manipulate taxable profits 
(Agustini et al., 2023). In addition, ESG disclosure can increase investor confidence in investing 
capital in companies, thereby reducing companies' financial constraints (Tan & Zhu, 2022). Therefore, 
ESG can increase investor confidence in investing capital in companies and reduce financial 
constraints companies face to minimize tax aggressiveness. Based on the description mentioned above, 
the hypothesis proposed is as follows: 

 
H3: ESG disclosure could weaken the positive influence of financial constraints on tax 
aggressiveness. 
 

Based on legitimacy theory, a good company is a company that is oriented towards legitimacy 
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or alignment with society, government, and community groups (Gray et al., 1996). ESG disclosure is 
a company's responsibility to investors, culture, and government. It reflects the company's operation 
well and increases trust and relationships with investors, society, and government (Firmansyah et al., 
2022). Research by Agustini et al. (2023) and Nurlaely and Dewi (2023) show that companies with 
good environmental, social, and governance scores tend not to carry out tax aggressiveness because it 
is considered unethical behavior, resulting in losses for society as a whole. 

ESG disclosure can enable companies to fulfill their moral obligations while fulfilling 
environmental, social, and corporate governance interests so that companies contribute to the 
government by carrying out tax obligations adequately to achieve tax revenue targets (Firmansyah et 
al., 2022). In addition, ESG disclosure can increase investor confidence (Tan & Zhu, 2022), thereby 
reducing companies that take advantage of political connections (Firmansyah et al., 2022). Therefore, 
ESG disclosure can increase investor confidence and reduce companies that use political connections 
to minimize tax aggressiveness. Based on the description mentioned above, the hypothesis proposed 
is as follows: 

 
H4: ESG disclosure could weaken the positive influence of political connections on tax 
aggressiveness. 

 
2. Research Design and Method  

This study is classified as quantitative explanatory research. Explanatory research is defined as 
research that explains cause-and-effect relationships (Sekaran & Bougie, 2019). Furthermore, the 
population of this study consisted of manufacturing companies officially registered on the IDX for the 
2018-2022 period. This study employed the purposive sampling technique to select manufacturing 
companies that met two specific criteria: being listed on the IDX for the 2018-2022 period and having 
published sustainability reports during the same period. Moreover, the data used in this study is 
classified as secondary data and was obtained using unbalanced panel data due to the limitations on 
companies disclosing sustainability reports. In addition, a sample of 250 companies was obtained over 
a 5-year observation period by collecting data from annual and sustainability reports. 

 
Quantitative Methods 

Quantitative research uses secondary data. Data was collected from company reports, annual 
reports, and sustainability reports. The data was analyzed using hypothesis tests. 

 
Table 1. Measurement of Variable  

 
Variable Indicator / Item Major References 

Financial 
Constraints 

 (X1) 

 

𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 =  ��
𝐼𝐼𝑖𝑖𝑖𝑖 𝑥𝑥 𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖
∑ 𝐶𝐶𝐶𝐶𝑖𝑖𝑖𝑖𝑛𝑛
𝑡𝑡=1

�
𝑛𝑛

𝑡𝑡=1

 −  
1
𝑛𝑛
�𝐼𝐼𝑖𝑖𝑖𝑖

𝑛𝑛

𝑡𝑡=1

 
(Hovakimian & 
Hovakimian, 2009; 
Biddle & Hilary, 2006) 

Political 
Connections 

 (X2) 

• If the company’s board of commissioners and directors also 
have a role as politicians. 

• If the company’s board of commissioners and directors are 
government officials or staff, such as members of The House of 
Representatives of the Republic of Indonesia, government 
agency officials, members of the executive cabinet, or members 
of political parties. 

• If the company’s board of commissioners and directors have 
served in one of the government institutions, including the 

(Iswari et al., 2019)  
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Variable Indicator / Item Major References 
military, members of The House of Representatives of the 
Republic of Indonesia, and former members of the executive 
cabinet. 

• Suppose the company’s board of commissioners and directors 
have roles as military officials. Once these criteria were met, 
political connections were measured using a dummy variable; 
specifically, one value was assigned to companies with a 
political connection, while zero value was assigned to 
companies that did not have a political connection. 

ESG Disclosure  
(Y) 

• ENV1 - GHG Emissions 
• ENV2 – GHG Intensity 
• ENV3 – Energy Usage 
• ENV4 – Energy Intensity 
• ENV5 – Energy Mix 
• ENV6 – Water Usage 
• ENV7 – Environmental Operations 
• ENV8 – Climate Oversight/Board 
• ENV9 – Climate Oversight/Management 
• ENV10 – Climate Risk Mitigation 
• ENV11 – Forestry CSR 
• SOC1 – CEO Pay Ratio 
• SOC2 – Gender Pay Ratio 
• SOC3 – Employee Turnover 
• SOC4 – Gender Diversity 
• SOC5 – Temporary Worker Ratio 
• SOC6 – Non-Discrimination 
• SOC 7 – Injury Rate 
• SOC8 – Global Health and Safety 
• SOC9 – Child and Forced Labor 
• SOC10 – Human Rights 
• SOC11 – Social CSR 
• GOV1 – Board Diversity 
• GOV2 – Board Independence 
• GOV3 – Incentivized Pay 
• GOV4 – Collective Bargaining 
• GOV5 – Supplier Code of Conduct 
• GOV6 – Ethics & Anti-Corruption Compliance 
• GOV7 – Data Privacy 
• GOV8 – ESG Reporting 
• GOV9 – Disclosure Practices 
• GOV10 – External Assurance 
• GOV 11 – Tax Transparency  

(Jeanice & Kim,  
2023) 

Tax Aggressiveness 
(Y) 

   
ETR =     Tax Expense     
        Net Profit Before Tax 

 

 
(Krisyadi & Anita, 
2022; Solikin & Slamet, 
2022; Stiglingh et al., 
2022; Putri & 
Damayanti, 2021; Satiti 
et al., 2021)  

 
Research Sample 

The research sample is 250 manufacturing companies listed on the IDX for the 2018–2022. The details 
of the purposive sampling technique are as follows: 
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Tabel 2. Sample Selection Procedure 
Criteria Total 

Manufacturing companies that were listed on the Indonesia Stock Exchange for the 2018–2022 825 
Manufacturing companies that did not publish sustainability reports for the 2018–2022 (535) 
Manufacturing companies whose annual reports and sustainability reports for the 2018–2022 cannot be accessed  (8) 
Manufacturing companies that experienced losses for the 2018–2022  (32) 
Number of companies used as research samples 250 

Source: Data processed (2024) 
 

3. Results and Discussion 

This study provides a comprehensive examination of research data using descriptive statistical 
analysis.  

 
Statistical Result 

Descriptive statistics aims to see the distribution of data from manufacturing companies listed 
on the Indonesia Stock Exchange for the 2018-2022 period based on research variables, namely 
financial constraints, political connections, environmental, social and governance disclosures and tax 
aggressiveness. The descriptive statistical results of the research variables presented in table 3 are as 
follows: 

Table 3. Descriptive Statistics 
Variable N Minimum Maximum Average Std. Dev. 

FC 250 -541,971 109,955 -1,797 37,272 
PC 250 0,000 1,000 0,420 0,495 

ESG 250 0,333 1,061 0,733 0,099 
ETR 250 0,004 5,283 0,269 0,380 

Source: Data processed by Eviews 12 

From the presentation of table 3 above, it is found that the financial constraint variable (X1) has 
a minimum value of -541,971, the maximum value is 109,955, while the average value (mean) is -
1,797 for the financial constraint variable and the standard deviation value. (Std. Deviation) 37,272, if 
seen above, the standard deviation number is greater than the mean (average) value, this shows that 
the data variation is quite high. The political connections variable (X2) was found to have a minimum 
value of 0,000, a maximum value of 1,000, and a mean value of 0,420 with a standard deviation value 
of 0,495. The standard deviation number is greater than the mean (average) value, this shows that the 
data variation is quite high. The effective tax rate variable (Y) has a minimum value of 0,004, while the 
maximum value is 5,283 and the average value is 0,269 with a standard deviation value of 0,380. 
Shows that the data variation is quite high because the mean value is smaller than the standard 
deviation value. The ESG disclosure variable (Z) has a minimum value of 0,333, the maximum value 
is 1,061, while the average value (mean) is 0,733 with a standard deviation of 0,099. In this ESG 
disclosure variable, the data variation is relatively small because the standard deviation value is smaller 
than the mean value. 

A normality test was required to be carried out on the regression to ensure that the residual 
values in the regression model were usually distributed. Furthermore, this study employed the 
skewness-kurtosis test as a normality test. Based on the normality test results, a probability value of 
more than 0.05 indicates that the data used was average. The research sample of more than 100 
companies shows that the data used is normally distributed (Gujarati & Porter, 2009).  
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Table 4. Results of the Normality Test 
 Prob. Normality 
Direct Testing 0,000000 
Testing with Moderation 0,000000 

Source: Data processed by Eviews 12 

The correlation between independent variables in the panel data regression model was estimated 
using multicollinearity estimation. This study used the average of the independent variables to carry 
out a multicollinearity analysis. If the covariance is less than 0.80, then multicollinearity is considered 
not to occur. On the other hand, if the covariance is more significant than 0.80, multicollinearity occurs 
between the independent variables. 

Table 5. Results of the Multicollinearity Test 
 FC PC ESG 
    

FC  1,000  0,089 -0,227 
PC  0,089  1,000 -0,044 

 ESG -0,227 -0,044  1,000 

Source: Data processed by Eviews 12 

A heteroscedasticity test was required to be carried out to determine whether there was an 
inequality of variance in the residuals of the panel data regression model. In addition, the probability 
value of the Breusch-Pagan Lagrange multiplier test was used to determine whether or not 
heteroscedasticity occurred in the regression model. 

Table 6. Results of the Heteroscedasticity Test 
Variable Coefficient Std. Error t-Statistic Prob. 

FC -6,860005 0,000775 -0,088564 0,9296 
PC -0,035659 0,036308 -0,982131 0,3277 

ESG*FC 0,000213 0,000734 0,290711 0,7717 
ESG*PC 0,067337 0,047766 1,409714 0,1608 

C 0,034320 0,002887 11,88649 0,0000 

Source: Data processed by Eviews 12 

Based on the results of the heteroscedasticity test conducted using the Glejser test, the FC, PC, 
and ESG variables did not exhibit heteroscedasticity, as evidenced by the prob value. Moreover, since 
the coefficient values of FC, PC, and ESG were greater than 0.05, the H0 was accepted. This indicates 
that the panel data regression model did not exhibit heteroscedasticity. 

Table 7 shows the coefficient of determination R2 test with direct testing of 0,932074 and 
moderated testing of 0,944010. Thus, financial constraints and political connections could be explained 
by the tax aggressiveness of 93,2%, while the remaining 6,8% could be explained by other variables 
not examined in this study. In addition, ESG disclosure as a moderating variable could be explained 
by the relationship between financial constraints, political connections, and tax aggressiveness, 
amounting to 94,4%. The remaining 5,6% could be explained by other variables not examined in this 
study. 

Table 7. Coefficient of Determination (R2) Test Results 

 Adjusted R2 Square 
Direct Testing 0,932074 
Testing with Moderation 0,944010 

Source: Data processed by Eviews 12 
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Table 8. Results Summary 
Hypothesis Coefficient t-statistic Prob. Explanation 

H1 0,006481 2,7 0,0074 H1 Accepted 
H2 0,048764 3,4 0,0332 H2 Accepted 
H3 -0,004886 -2,1 0,0321 H3 Accepted 
H4 0,055688 0,3 0,7054 H4 Rejected 

F-statistic        40,23581 
Prob (F-statistic)   0.000000 

Source: Data processed by Eviews 12 

Based on the table above, H1, H2, and H3 had a statistical probability value of <0.05, indicating 
that financial constraints and political connections positively influenced tax aggressiveness. 
Additionally, it was discovered that ESG disclosure could weaken the positive influence of financial 
constraints on tax aggressiveness. 

 
Discussion 
The Influence of Financial Constraints on Tax Aggressiveness 

Based on the results of this research, financial constraints had a positive influence on tax 
aggressiveness. It was also explained that companies experiencing financial constraints will be 
encouraged to carry out tax aggressiveness. The results of this research are in line with type III agency 
theory. According to type III agency theory, agency conflict occurs between companies and the 
government. Companies try to pay the lowest possible taxes to maximize profits, while the government 
wants the highest possible tax revenues to finance government activities for the welfare of society 
(Jensen & Meckling, 1976).  

Companies that experience financial constraints prefer to implement tax aggressiveness (Koh & 
Lee, 2015). According to Edwards et al. (2016), tax planning can be used as an alternative source of 
financing because financing sources, such as debt and equity, become more challenging to obtain when 
companies experience financial constraints. Companies tend not to carry out tax aggressiveness if they 
have relatively high free cash flow because the company can pay taxes. In contrast, companies with 
limited cash flow generally experience financial constraints, thus encouraging them to carry out tax 
aggressiveness, which results in a loss of financial transparency (Fitriana & Rachmawati, 2021). This 
condition causes companies experiencing financial constraints to implement tax aggressiveness to 
maintain competitiveness and reduce the problem of lack of investment (Chen & Lin, 2017). 

The results of this research are in line with research by Adela et al. (2023), A'alia and 
Rachmawati (2022), and Fitriana and Rachmawati (2021), which show that companies experiencing 
financial constraints will maximize new internal funding sources by reducing the tax burden which 
does not affect the company's performance in the long term so that companies will be motivated to 
implement tax aggressiveness. Therefore, financial constraints had a positive influence on tax 
aggressiveness. 

 
The Influence of Political Connection on Tax Aggressiveness 

Based on the results of this research, political connections had a positive influence on tax 
aggressiveness. Apart from that, it was explained that companies that have political connections will 
encourage companies to carry out tax aggressiveness. The results of this study are in line with resource 
dependence theory. According to resource dependence theory, there is a political relationship between 
companies and the government (Pfeffer & Salancik, 1978). Companies try to obtain legal protection 
and tax incentives from the government to support company operational activities (Li et al., 2012), 
while the government needs company support to help the government achieve socio-economic goals 
(Li et al., 2008).  
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Companies with political connections are bolder in tax aggressiveness (Kim & Zhang, 2016). 
According to Solikin and Slamet (2022), political connections provide benefits in the form of 
preferential treatment, such as the low risk of tax audits, easy access to capital in the form of loans or 
credit, and lower pressure from the capital market for transparency. Companies with political 
connections will receive protection from the government and have a low risk of tax audits, thus 
encouraging companies to carry out tax aggressiveness, resulting in a loss of financial transparency 
(Lestari et al., 2019). This condition causes companies with political connections to carry out tax 
aggressiveness to reduce the risk of tax audits, provide more information regarding changes in tax 
regulations, and reduce political costs associated with tax aggressiveness (Satiti et al., 2021). 

The results of this research are in line with research by Adela et al. (2023), Diafitri and Helmy 
(2023), Fadillah and Lingga (2021), which shows that companies that have political connections will 
have better opportunities in terms of information, funding, and applicable regulations so that both 
directors and commissioners can determine what decisions the company will take in the future so that 
companies will be motivated to carry out tax aggressiveness. Therefore, political connections had a 
positive influence on tax aggressiveness. 

 
The Influence of ESG Disclosure on the Influence of Financial Constraints on Tax Aggressiveness 

Based on the results of this research, ESG disclosure could weaken the positive influence of 
financial constraints on tax aggressiveness. The results of this research are in line with the legitimacy 
theory. According to legitimacy theory, a good company is a company that is oriented towards 
legitimacy or alignment with society, government, and community groups (Gray et al., 1996). ESG 
disclosure requires a higher level of social responsibility and more transparency in corporate social 
responsibility practices. Companies with high social responsibility have strong incentives to avoid tax 
manipulation (Yoon et al., 2021), so the higher the activity in the corporate social responsibility 
dimension, the lower the company's level of tax aggressiveness (Chouaibi et al., 2022).  

The results of this research are in line with type III agency theory. According to type III agency 
theory, agency conflict occurs between companies and the government. This conflict can be reduced 
by ESG disclosure, which can improve company performance (Angela & Sari, 2023), create 
transparency for a company, and minimize tax avoidance by companies (Jankensgård, 2018) so that 
companies with environmental performance, social, and good governance tend not to manipulate 
taxable profits (Agustini et al., 2023). In addition, ESG disclosure can increase investor confidence in 
investing capital in companies, thereby reducing companies' financial constraints (Tan & Zhu, 2022). 

The results of this research are in line with research by Agustini et al. (2023) and Nurlaely and 
Dewi (2023), showing that companies with good environmental, social, and governance scores tend 
not to carry out tax aggressiveness because it is considered unethical behavior, giving rise to lose to 
society as a whole. Thus, disclosure of environmental, social, and governance information can reduce 
agency conflicts between companies and the government in type III agency theory. Therefore, ESG 
disclosure could weaken the positive influence of financial constraints on tax aggressiveness.  

 
The Influence of ESG Disclosure on the Influence of Political Connection on Tax Aggressiveness 

Based on the results of this research, ESG disclosure did not moderate the influence of political 
connections on tax aggressiveness. ESG disclosures are unable to influence this relationship. This is 
because companies with political connections are bolder in tax aggressiveness. Companies with 
political connections will receive protection from the government and have a low risk of tax audits, 
thus encouraging companies to carry out tax aggressiveness, resulting in a loss of financial 
transparency (Lestari et al., 2019). This condition causes companies with political connections to tend 
to carry out tax aggressiveness to reduce the risk of tax audits, have more information about changes 
in tax regulations, and mitigate political costs associated with tax aggressiveness (Kim & Zhang, 2016). 
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Therefore, ESG disclosure did not moderate the influence of political connections on tax 
aggressiveness. 

 
4. Conclusions 

The research results show that tax aggressiveness is most likely to occur in companies that 
experience financial constraints and companies that have political connections. ESG disclosure by 
companies can weaken the relationship between financial constraints and tax aggressiveness. ESG 
disclosure increases investor confidence to invest capital in companies that experience financial 
constraints, thereby reducing the financial constraints faced by companies. Apart from that, ESG 
disclosures made by companies do not moderate the relationship between political connections and 
tax aggressiveness. Companies that have political connections will receive protection from the 
government and have a low risk of tax inspection, thus encouraging companies to carry out tax 
aggressiveness which results in a loss of financial transparency. This causes companies that have 
political connections to tend to carry out tax aggressiveness to reduce the risk of tax audits, have more 
information about changes in tax regulations, and reduce political costs associated with tax 
aggressiveness. 

This research provides theoretical implications from type III agency theory which specifically 
shows that financial constraints influence tax aggressiveness and resource dependency theory which 
specifically shows that political connections influence tax aggressiveness. Therefore, it is important to 
consider financial constraints and political connections as predictors of tax aggressiveness. Apart from 
that, this research provides practical implications for OJK in order to reduce tax aggressiveness, 
namely that OJK must strengthen ESG disclosures made by companies through PMK regulation 
No.51/POJK.03/2017. 

A limitation of the research is that the number of samples used is influenced by the large number 
of manufacturing companies used as research samples that have not disclosed their sustainability 
reports for the 2018-2022 period. Apart from that, a suggestion for future researchers is that they can 
use other measurements to measure environmental, social and governance disclosures, so that research 
data is not limited. 

 
Reference  

A’alia, P. S., & Rachmawati, N. A. (2022). Pengaruh Financial Constraint terhadap Agresivitas Pajak di Masa 
Pandemi dengan Komisaris Independen sebagai Variabel Moderasi. Jurnal Akuntansi dan Keuangan, 11(1), 
73-90. https://dx.doi.org/10.36080/jak.v11i1.1731 

Adela, V., Agyei, S. K., & Peprah, J. A. (2023). Antecedents of Tax Aggressiveness of Listed Non-Financial 
Firms: Evidence from an Emerging Economy. Scientific African, 20, e01654, 1-14. 
https://doi.org/10.1016/j.sciaf.2023.e01654 

Agustini, Y., Azwardi, A., & Mukhtaruddin, M. (2023). Pengaruh Environment, Social, and Governance, dan 
Financial Distress terhadap Tax Aggressiveness di Indonesia: CEO Gender sebagai Variabel Moderasi. 
Jurnal Informatika Ekonomi Bisnis, 5(3), 920-926. https://doi.org/10.37034/infeb.v5i3.670 

Angela, T., & Sari, N. (2023). The Effect of Environmental, Social, and Governance Disclosure on Firm Value. 
E3S Web of Conferences, 426, 01078, 1-8. https://doi.org/10.1051/e3sconf/202342601078 

Biddle, G. C., & Hilary, G. (2006). Accounting Quality and Firm‐Level Capital Investment. The Accounting 
Review, 81(5), 963–982. https://doi.org/10.2308/accr.2006.81.5.963 

Sekaran, U., & Bougie, R. (2019). Research Methods for Business: A Skill Building Approach. New York: John 
Wiley & Sons. 

Chen, T., & Lin, C. (2017). Does Information Asymmetry Affect Corporate Tax Aggressiveness? Journal of 
Financial and Quantitative Analysis, 52(5), 2053-2081. https://doi.org/10.1017/S0022109017000576 

Aditya Halim Putra
It’s lack of Conclusions, 




ATESTASI: JURNAL ILMIAH AKUNTANSI  
Vol 7, Issue 2, (2024), 895 - 906 

905 
 

Chouaibi, J., Rossi, M., & Abdessamed, N. (2022). The Effect of Corporate Social Responsibility Practices on 
Tax Avoidance: An Empirical Study in the French Context. Competitiveness Review, 32(3), 326-349. 
https://doi.org/10.1108/CR-04-2021-0062 

Diafitri, F. A., & Helmy, H. (2023). Pengaruh Political Connection dan Managerial Ownership terhadap Tax 
Aggressiveness. Jurnal Eksplorasi Akuntansi (JEA), 5(4), 1674-1689. 
https://doi.org/10.24036/jea.v5i4.911 

Edwards, A., Schwab, C., & Shevlin, T. (2016). Financial Constraints and Cash Tax Savings. The Accounting 
Review, 91(3), 859-881. https://doi.org/10.2308/accr-51282 

Fadillah, A. N., & Lingga, I. S. (2021). Pengaruh Transfer Pricing, Koneksi Politik, dan Likuiditas terhadap 
Agresivitas Pajak (Survey terhadap Perusahaan Pertambangan yang terdaftar di BEI Tahun 2016-2019). 
Jurnal Akuntansi, 13(2), 332-343. https://doi.org/10.28932/jam.v13i2.4012 

Firmansyah, A., Arham, A., Qadri, R. A., Wibowo, P., Irawan, F., Kustiani, N. A., & Mahrus, M. L. (2022). 
Political Connections, Investment Opportunity Sets, Tax Avoidance: Does Corporate Social Responsibility 
Disclosure in Indonesia Have a Role? Heliyon, 8, e10155, 1-13. 
https://doi.org/10.1016/j.heliyon.2022.e10155 

Fitriana, A., & Rachmawati, N. A. (2021). The Effect of Financial Constraints and Institutional Ownership on 
Tax Aggressiveness. Accounting Research Journal of Sutaatmadja (ACCRUALS), 05(01), 38-52. 
https://doi.org/10.35310/accruals.v5i01.606 

Flamini, G., Vola, P., Songini, L., & Gnan, L. (2021). The Determinants of Tax Aggressiveness in Family Firms: 
An Investigation of Italian Private Family Firms. Sustainability, 13(14), 7654, 1-21. 
https://doi.org/10.3390/su13147654 

Ghozali, I., & Ratmono, D. (2017). Analisis Multivariat dan Ekonometrika: Teori, Konsep, dan Aplikasi dengan 
Eviews 10. Semarang: Badan Penerbit Universitas Diponegoro.  

Gray, R., Owen, D., & Adams, C. (1996). Accounting and Accountability: Changes and Challenges in Corporate 
Social and Environmental Reporting. London: Prentice Hall. 

Gujarati, D. N., & Porter, D. C. (2009). Basic Econometrics. New York: McGraw-Hill Irwin. 
Hovakimian, A., & Hovakimian, G. (2009). Cash Flow Sensitivity of Investment. European Financial 

Management, 15(1), 47-65. https://doi.org/10.1111/j.1468-036X.2007.00420.x 
Iswari, P., Sudaryono, E. A., & Widarjo, W. (2019). Political Connection and Tax Aggressiveness: A Study on 

the State-Owned Enterprises Registered in Indonesia Stock Exchange. Journal of International Studies, 
12(1), 79-92. http://dx.doi.org/10.14254/2071-8330.2019/12-1/5 

Jankensgård, H. (2018). Between a Rock and a Hard Place: New Evidence on the Relationship Between 
Ownership and Voluntary Disclosure. International Review of Financial Analysis, 56, 281-291. 
https://doi.org/10.1016/j.irfa.2017.09.009 

Jeanice, J., & Kim, S. S. (2023). Pengaruh Penerapan Environmental, Social, and Governance terhadap Nilai 
Perusahaan di Indonesia. Owner: Riset & Jurnal Akuntansi, 7(2), 1646-1653. 
https://doi.org/10.33395/owner.v7i2.1338 

Jensen, M. C., & Meckling, W. H. (1976). Theory of the Firm: Managerial Behavior, Agency Costs and 
Ownership Structure. Journal of Financial Economics, 3(4), 305-360. https://doi.org/10.1016/0304-
405x(76)90026-x 

Kim, C., & Zhang, L. (2016). Corporate Political Connections and Tax Aggressiveness. Contemporary 
Accounting Research, 33(1), 78–114. https://doi.org/10.1111/1911-3846.12150 

Koh, Y., & Lee, H. A. (2015). The Effect of Financial Factors on Firms’ Financial and Tax Reporting Decisions. 
Asian Review of Accounting, 23(2), 110-138. https://doi.org/10.1108/ARA-01-2014-0016 

Krisyadi, R., & Anita, A. (2022). Pengaruh Pengungkapan Tanggung Jawab Sosial Perusahaan, Kepemilikan 
Keluarga, dan Tata Kelola Perusahaan terhadap Penghindaran Pajak. Owner: Riset & Jurnal Akuntansi, 
6(1), 416-425. https://doi.org/ https://doi.org/10.33395/owner.v6i1.599 

Lestari, P., Pratomo, D., & Asalam, A. (2019). Pengaruh Koneksi Politik dan Capital Intensity terhadap 



ATESTASI: JURNAL ILMIAH AKUNTANSI  
Vol 7, Issue 2, (2024), 895 - 906 

906 
 

Agresivitas Pajak. Jurnal ASET (Akuntansi Riset), 11(1), 41-53. 
https://doi.org/10.17509/jaset.v11i1.15772 

Li, C., Wang, Y., Wu, L., & Xiao, J. Z. (2012). Political Connections and Tax-Induced Earnings Management: 
Evidence from China. The European Journal of Finance, 1-19. 
http://dx.doi.org/10.1080/1351847X.2012.753465 

Li, H., Meng, L., Wang, Q., & Zhou, L. A. (2008). Political Connections, Financing and Firm Performance: 
Evidence from Chinese Private Firms. Journal of Development Economics, 87(2), 283-299. 
https://doi.org/10.1016/j.jdeveco.2007.03.001 

Namazi, M., & Namazi, N. R. (2016). Conceptual Analysis of Moderator and Mediator Variables in Business 
Research. Procedia Economics and Finance, 36, 540-554. https://doi.org/10.1016/S2212-5671(16)30064-
8 

Nurlaely, H., & Dewi, R. R. (2023). Pengaruh Pengungkapan Corporate Governance, Environmental Social 
Governance, Environmental Uncertainty dan Corporate Reputation terhadap Tax Avoidance. Jurnal Ilmiah 
EDUNOMIKA, 08(01), 1-15. http://dx.doi.org/10.29040/jie.v8i1.10581 

Octaviani, R. R., & Sofie, S. (2018). Pengaruh Good Corporate Governance, Capital Intensity Ratio, Leverage, 
dan Financial Distress terhadap Agresivitas Pajak pada Perusahaan Tambang yang terdaftar di BEI Tahun 
2013-2017. Jurnal Akuntansi Trisakti, 5(2), 253-267. http://dx.doi.org/10.25105/jat.v5i2.4848 

OECD. (2020). Revenue Statistics in Asian and Pacific Economies 2020. OECD. 
Pfeffer, J., & Salancik, G. R. (1978). The External Control of Organizations: A Resource Dependence Perspective. 

New York: Harper & Row. 
Putri, D. B. K., & Damayanti, T. W. (2021). Penghindaran Pajak: Efek Struktur Kepemilikan Asing dan Preferensi 

Risiko CEO & CFO. Akuntansi Bisnis & Manajemen (ABM), 28(01), 11-24. 
https://doi.org/10.35606/jabm.v28i1.807 

Satiti, A. D. R., Syafik, M., & Widarjo, W. (2021). Political Connections and Tax Aggressiveness: The Role of 
Gender Diversity as a Moderating Variable. Media Riset Akuntansi Auditing & Informasi, 21(2), 273-292. 
https://doi.org/10.25105/mraai.v21i2.9794 

Siska, S., Halimahtussakdiah, H., & Harahap, S. R. (2022). Pengaruh Corporate Social Responsibility, Tingkat 
Utang, dan Ukuran Perusahaan terhadap Agresivitas Pajak Perusahaan Sektor Industri Barang Konsumsi 
yang terdaftar pada Bursa Efek Indonesia Periode 2018-2020. Management Studies and Entrepreneurship 
Journal (MSEJ), 3(2), 569-594. https://doi.org/10.37385/msej.v3i2.491 

Solikin, A., & Slamet, K. (2022). Pengaruh Koneksi Politik, Struktur Kepemilikan, dan Kebijakan Dividen 
terhadap Agresivitas Pajak. Jurnal Pajak dan Keuangan Negara (PKN), 3(2), 270-283. 
https://doi.org/10.31092/jpkn.v3i2.1521 

Stiglingh, M., Smit, A. R., & Smit, A. (2022). The Relationship Between Tax Transparency and Tax Avoidance. 
South African Journal of Accounting Research, 36(1), 1-21. 
https://doi.org/10.1080/10291954.2020.1738072 

Tan, Y., & Zhu, Z. (2022). The Effect of ESG Rating Events on Corporate Green Innovation in China: The 
Mediating Role of Financial Constraints and Managers' Environmental Awareness. Technology in Society, 
68, 101906, 1-13. https://doi.org/10.1016/j.techsoc.2022.101906 

Yoon, B., Lee, J. H., & Cho, J. H. (2021). The Effect of ESG Performance on Tax Avoidance-Evidence from 
Korea. Sustainability, pp. 13, 6729, 1–16. https://doi.org/10.3390/su13126729 

 


