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ABSTRACT

This study examines the relationship between female directors, independent commissioners, board
size, and political connection and corporate tax avoidance. In addition, this study examines the role
of integrated report quality as a mediating variable in the relationship between these factors on tax
avoidance. This research is motivated by the lack of research related to the role of integrated
reporting, especially in Indonesia. This study uses the PLS-SEM analysis method to analyze data
from non-cyclical consumer goods companies listed on the Indonesia Stock Exchange from 2019-
2022. This study found that female directors and board size affect tax avoidance, while other
variables do not significantly affect tax avoidance. However, when the integrated reporting quality
used as mediating variable shows that integrated reporting is able to mediate the influence of
board size, independent commissioners and political connection on tax avoidance. With these
results, it can describe the role of integrated reports as an effective tool to minimize tax avoidance
by increasing the transparency of the company. This study used integrated reporting quality as a
mediating variable on tax avoidance. Additionally, the measurement of integrated report quality in
this study used modifications from previous studies.
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RESEARCH HIGHLIGHTS

Tax Planning and Avoidance: Tax planning, a strategic approach to reduce tax bills within
legal boundaries, is crucial for companies. Tax avoidance, a form of tax planning, gains
attention due to its potential for tax advantages. However, it's essential to note that
although legal, tax avoidance draws considerable scrutiny.

Importance of Integrated Reporting Implementation: The research hopes to encourage
more attention to implementing the IR framework in corporate reporting, highlighting its
significance for both the government and companies in Indonesia.

Tax Avoidance Influences and Integrated Reporting: The research highlights that female
directors and board size significantly influence tax avoidance. Conversely, independent
commissioners and political connections exhibit limited impact. Integrated reporting
guality intervenes in the relationships between board size, independent commissioners,
and political connections with tax avoidance, yet it doesn't affect the association between
female directors and tax avoidance.

Research Objectives

This study focuses on assessing the influence of variables related to board dynamics in
companies such as gender, board size and board independence on tax avoidance
activities, but it also examines the influence of other factors such as political connections
of a company and transparency of a company on the level of tax avoidance.

Regarding the transparency factor, this study takes a different point of view from previous
studies, by examining this variable as an intervening variable from the factors studied on
its influence on corporate tax avoidance using the quality of the integrated reporting
framework disclosure from the company's annual report.
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The use of integrated reporting quality indicators is also based on the lack of discussion
related to the topic of integrated reporting, especially in Indonesia, So that in addition to
helping add insight related to the problem of tax avoidance, this study also offers views
related to the role of integrated reporting.

Methodology

This research uses a quantitative approach. The population of this study consists of
companies in the non-cyclical consumer goods sector listed on the IDX. Information
(company annual reports) was obtained from the official website of the Indonesia Stock
Exchange (https://www.idx.co.id), and several reports obtained from the company's official
website. To determine the sample in this study, we used purposive sampling technique.

This study employed a Partial Least Squares Structural Equation Modeling (PLS-SEM)
approach using SmartPLS v3.0 software. To assess the research model, we conducted two
main tests: outer model tests for reliability and validity, and inner model tests. These
procedures follow the guidelines outlined by Hair et al. (2021).

Results

The research results indicate that female directors and board size have a significant
influence on tax avoidance, This finding is consistent with prior studies by Hoseini et al.
(2019), Salhi et al. (2020) and Kalbuana et al. (2023). while independent commissioners and
political connections show no significant influence. Regarding the testing related to the
guality of integrated reporting as an intervening variable, the test results indicate that the
guality of integrated reporting can act as an intervening variable for the factors of board
size, independent commissioners, and political connections on a company's tax
avoidance activities. However, for the variable of female directors, the results from
integrated reporting as an intervening variable show no influence.

Findings

This study found that the role of the quality of integrated reporting as a reflection of the
company's transparency in this study can be an intervening variable from the board size,
composition of independent commissioners and political connection of a company to tax
avoidance activities carried out. based on the test results with increasing board size, and
also the greater presence of independent commissioners in the company can improve
the quality of integrated reporting as well as increase the transparency of the company
and lead to avoiding tax avoidance. while for political connection, this study shows that
companies with political connections tend to have a decrease in the quality of integrated
reporting which leads to a decrease in transparency and an increase in tax avoidance
activities.

This research adds to the overall understanding of integrated reporting and in particular,
validates other studies about the connection between integrated quality and tax evasion,
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such as those by (Donkor et al.,, 2022). Stakeholders, the government as a regulatory body,
and the business itself can all benefit from these findings by giving the implementation of
this integrated reporting system more careful thought.
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