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Abstract 

Purpose ― This study aims to examine the effect of financial distress and transfer pricing on tax avoidance, 
as well as the moderating role of female directors, using panel data from mining companies listed on the 
Indonesia Stock Exchange 
 
Methods ― This study analyzes panel data of mining companies listed on the Indonesia Stock Exchange 

from 2020 to 2024 with 22 companies and 110 data observations. Purposive sampling and panel data 
regression using EViews are applied to test the research hypotheses 
 
Findings ― The results show that financial distress positively and significantly affects tax avoidance in 
mining companies, while transfer pricing has no significant effect. Female directors are found to weaken 
the impact of financial distress on tax avoidance, but they do not moderate the relationship between transfer 
pricing and tax avoidance. 
 
Implication ― The findings indicate that financial distress is a key driver of tax avoidance, underscoring 
the importance of financial risk management in constraining aggressive tax behavior. From a theoretical 
perspective, these results support Agency Theory, suggesting that financial pressure intensifies conflicts of 
interest between managers and shareholders, leading managers to engage in tax avoidance to preserve firm 
resources. The insignificant role of transfer pricing implies that related-party transactions are not the 
primary tax avoidance mechanism in the Indonesian mining sector, reflecting the effectiveness of regulatory 
oversight. Furthermore, the moderating role of female directors reinforces corporate governance theory 
and gender diversity literature, indicating that female board representation enhances monitoring quality and 
ethical decision-making, thereby weakening the tendency toward opportunistic tax behavior under financial 
distress  
 
Originality ― The originality of this study lies in analyzing the moderating role of female directors in the 
relationship between financial distress, transfer pricing, and tax avoidance in the mining sector, providing 
new evidence on the influence of board gender diversity on tax avoidance under financial pressure 
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Introduction 

Tax avoidance is a phenomenon that arises under certain conditions that enable firms to reduce 
their tax burden without formally violating tax regulations (Febricia & Lekok, 2023). This practice 
is commonly carried out by underreporting income or reporting income in a way that does not 
accurately reflect the actual taxable amount (Nihayah & Oktaviani, 2022). In Indonesia, tax 
avoidance has become a critical issue in the mining sector. PricewaterhouseCoopers (PwC) 
Indonesia reported that only 30 percent of 40 large mining companies implemented tax 
transparency reporting in 2020, indicating low disclosure quality across the sector (Bisnis.com, 
2021). The Corruption Eradication Commission (KPK) further identified the mining industry as 
highly vulnerable to tax avoidance, estimating annual tax underpayments of IDR 15.9 trillion, 
representing a substantial loss of state revenue (DDTC News, 2020). In addition, Indonesia Audit 
Watch (IAW) reported in 2023 that at least 50 mining companies were affiliated with tax avoidance 
practices, primarily through the manipulation of production and operating cost records related to 
exploration and exploitation activities (Tempo, 2023) 

 From a theoretical perspective, this study is grounded in Agency Theory, which posits that 
conflicts of interest arise due to the separation between ownership and control (Jensen & Meckling, 
1976). Managers, acting as agents, may engage in opportunistic behavior such as tax avoidance to 
maximize short-term firm performance or secure personal incentives, particularly when firms 
experience financial pressure. Accordingly, financial distress increases agency costs by intensifying 
managerial incentives to preserve liquidity and earnings, thereby encouraging aggressive tax 
strategies (Khan & Nawaz, 2023; Paulus et al., 2025) 

In addition, transfer pricing represents another mechanism through which agency problems 
manifest, especially in firms with affiliated entities or cross-border operations. Agency Theory 
suggests that information asymmetry allows managers to exploit transfer pricing policies to shift 
profits to lower-tax jurisdictions, thereby reducing corporate tax liabilities (Cruz & Mariana, 2023; 
Oktaviano et al., 2025). Consequently, the second hypothesis proposes that transfer pricing 
positively affects tax avoidance. 

However, Agency Theory also emphasizes the role of corporate governance mechanisms in 
mitigating opportunistic managerial behavior. One such mechanism is board gender diversity, 
which has gained increasing attention in corporate governance literature. Female directors are 
often associated with higher ethical sensitivity, stronger risk aversion, and enhanced monitoring 
effectiveness, which can reduce agency conflicts and promote compliance-oriented decision-
making (Nuswantara et al., 2023). From this perspective, gender-diverse boards are expected to 
weaken managers’ incentives to engage in aggressive tax avoidance, particularly under conditions 
of financial distress and complex transfer pricing arrangements 

Accordingly, this study develops the third and fourth hypotheses, proposing that female 
directors moderate the relationship between financial distress and tax avoidance, as well as between 
transfer pricing and tax avoidance, by weakening these relationships. Although prior empirical 
evidence remains mixed—some studies find a mitigating effect (Laili & Tjaraka 2023; Oktarina, 
2023), while others report insignificant or even amplifying effects (Kalbuana et al., 2023; Laksono 
& Handayani, 2024) 

This study offers originality by examining the moderating role of female directors in the 
relationship between financial distress, transfer pricing, and tax avoidance within the Indonesian 
mining sector. By explicitly integrating Agency Theory and corporate governance perspectives, this 
research demonstrates how gender-diverse boards function as an internal governance mechanism 
that constrains opportunistic managerial behavior, particularly in environments characterized by 
financial pressure and high exposure to cross-border transactions. In the context of Indonesia’s 
mining industry, the findings provide novel empirical evidence that board composition plays a 
crucial role in mitigating agency conflicts and strengthening tax governance. Accordingly, this 
study fills an important gap in the literature and advances the understanding of tax avoidance 
behavior in emerging market settings 
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Methods 

This study employs a quantitative research approach with a causal research design. Panel data are 
used by analyzing several companies over a specific period, namely mining sector companies listed 
on the Indonesia Stock Exchange (IDX) from 2020 to 2024. The data are collected using secondary 
data obtained from the official websites of each company.  

The population of this study consists of mining sector companies listed on the Indonesia 
Stock Exchange during the period 2020–2024, totaling 60 companies. The sample is selected using 
a purposive sampling method, including mining companies that were consistently listed on the 
IDX, published complete annual reports, and had complete data related to the variables examined 
throughout the 2020–2024 period. Based on the selection results, 22 companies were obtained, 
with a total of 110 observations 

The dependent variable in this study is tax avoidance, while the independent variables are 
financial distress and transfer pricing. The moderating variable in this study is female director: 

 
Table 1. Operational Variable 

No Variable Measurment Scale 

1 Tax 
Avoidance 𝐸𝑇𝑅 =

𝑇𝑎𝑥 𝐸𝑥𝑝𝑒𝑛𝑠𝑒

Earning Before Interest Tax
 

Source: (Widati et al., 2024) 

Ratio 

2 Financial 
Distress 

𝑍 = 1,2𝑋1 +  1,4 𝑋2  +  3,3 𝑋3  +  0,6 𝑋4  
+  0,99 𝑋5 

Source: (Habib, 2023) 

Rasio 

3 Transfer 
Pricing 𝑇𝑃 =

Related Receivables

Total Receivables
 

Source: (Nurwati et al., 2021) 

Rasio 

4 Female 
Director 𝐹𝐷 =

Number of Women in Board

Total Number of Directors on Board
 

Source: (Zhang et al., 2022) 

Rasio 

 

This study employs multiple linear regression with panel data to analyze the magnitude of 
the influence of independent variables on the dependent variable. Specifically, it examines how the 
independent variables, namely financial distress and transfer pricing, affect the dependent variable, 
tax avoidance, with female directors serving as a moderating variable. The regression model for 
this study is: 

No Moderation: 𝑇𝐴 = 𝛼 +  𝛽1 𝑍 + 𝛽2 𝑇𝑃 +  𝑒    (1) 

With Moderation: 𝐸𝑇𝑅 = 𝛼 +  𝛽1 𝑍 + 𝛽2 𝑇𝑃 + 𝛽3 𝐹𝐷 +  𝛽4 𝑍_𝐹𝐷 +  𝛽5 𝑇_𝐹𝐷  +

𝑒   (2) 

This study begins with descriptive statistical analysis to provide an overview of the data 
characteristics, including the mean, standard deviation, variance, minimum, and maximum values. 
This analysis helps describe data distribution and variability. Next, inferential statistical analysis is 
applied to test the research hypotheses and generalize the results from the sample to the 
population. Panel data regression is used as it combines time-series and cross-sectional data, 
providing more robust estimation results. Data processing and analysis are conducted using 
EViews software (Ghozali & Ratmono, 2020). 

To determine the most appropriate panel data regression model, three approaches are 
considered: Common Effect Model, Fixed Effect Model, and Random Effect Model. Model 
selection is carried out using the Chow test, Hausman test, and Lagrange Multiplier test to ensure 
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the best estimation approach. The coefficient of determination (R²) is used to assess the model’s 
explanatory power by measuring how well the independent variables explain variations in the 
dependent variable. A higher R² indicates stronger explanatory capability. The F-test is conducted 
to examine the simultaneous effect of all independent variables on the dependent variable. A 
model is considered statistically significant when the probability value is less than 0.05. Finally, the 
t-test is used to analyze the partial effect of each independent variable on the dependent variable. 
An independent variable is deemed significant if its t-statistic exceeds the critical value at a 5 
percent significance level (Ghozali & Ratmono, 2020). 

 

Results and Discussion 

Descriptive statistical analysis generates information including the mean, maximum value, and 
minimum value of the research data. The following are the results of the descriptive statistical 
analysis of this study. 

Table 2. Descriptive Statistics 

Descriptive Statistics 
 N Minimum Maximum Mean Std. Deviation 

TA 110 ,003 9,685 ,33464 ,911440 
Z 110 ,772 23,963 5,58631 4,119462 

TP 110 ,0002 1,4210 ,180607 ,2869511 
FD 110 ,000 50,000 17,30075 14,318963 

Valid N (listwise) 110     

 
In measuring tax avoidance, the average (mean) value is 0.33, indicating that mining 

companies generally pay 33% of earnings before interest and taxes as tax, which is above 
Indonesia’s corporate income tax rate and reflects relatively good tax compliance. The highest tax 
avoidance (maximum ETR) of 9.685 was recorded by PT Dian Swastatika Sentosa Tbk in 2020, 
indicating an unusual condition where tax expense was extremely high relative to earnings. This 
situation suggests that the firm likely experienced very low or even negative pre-tax income, while 
still recognizing a substantial tax expense. Such a pattern can arise from several factors, including 
the recognition of deferred tax expenses, the reversal of tax assets, fiscal corrections from prior 
years, or the non-deductibility of certain expenses for tax purposes. While the lowest ETR of 0.003 
was observed at PT Transcoal Pacific Tbk in 2020, reflecting relatively higher tax avoidance. These 
results indicate variation in tax behavior among mining companies 

For financial distress measured by the Z-Score, the mean value is 5.586, well above the 
non-bankrupt threshold of 2.99, suggesting that most sample companies were financially healthy 
during the observation period. The highest Z-Score of 23.96 was recorded by PT Transcoal Pacific 
Tbk in 2021, indicating very strong financial conditions, while the lowest Z-Score of 0.772 was 
found at PT Central Omega Resources Tbk in 2023, indicating a high risk of financial distress. 
Regarding transfer pricing, the mean value is 0.180, indicating that about 18% of total receivables 
came from related-party transactions. The highest value of 1.421 was recorded by PT Golden 
Energy Mines Tbk in 2020, reflecting a dominance of related-party transactions, while the lowest 
value of 0.0002 was observed at PT Bumi Resources Tbk in 2022, indicating minimal related-party 
involvement. For female directors, the mean value is 17.30%, showing relatively low female 
representation on boards. The highest proportion of 50% was recorded by PT Batulicin Nusantara 
Maritim Tbk from 2020 to 2024, while several companies recorded 0% female directors, indicating 
the absence of women on their boards. 

This study employs a regression model estimation method using panel data. The following 
are the three panel data regression approaches: 
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Table 3. Model Selection 

No Method Test Result 

1 Chow CEM vs FEM FEM 
2 Hausman FEM vs REM FEM 
3 Lagrange multiplier REM vs CEM CEM 

 
Based on the panel data regression model estimation, the Fixed Effect Model was selected 

twice, namely in the Chow test and the Hausman test, while the Common Effect Model was only 
selected in the Lagrange Multiplier test. Therefore, the Fixed Effect Model is chosen for this study. 
The t-test is used to examine the effect of independent variables on the dependent variable partially 
or individually. The results of the t-test (partial) calculations can be seen in the table below: 

Table 4. Hypothesis Result 

Variable Coeff t-Statistic Prob Result 

Z -0,556 -2,420 0,000 Accepted 

TP 0,192 0,452 0,652 Rejected 

Z_FD 0,401 2,912 0,000 Accepted 

TP_FD -0,012 -0,526 0,599 Rejected 

R-squared 0.553 

 
Based on the results of the Partial Significance Test (t-test), financial distress has a positive 

and significant effect on tax avoidance in mining companies listed on the Indonesia Stock 
Exchange. This indicates that the higher the level of financial pressure experienced by a company, 
the greater its tendency to engage in tax avoidance practices. Financial distress drives companies 
to seek various ways to reduce expenses, including tax burdens, in order to maintain liquidity and 
business continuity. These findings can be explained through Agency Theory, which highlights the 
conflict of interest between management as agents and shareholders as principals. Under financial 
distress, management faces pressure to maintain good performance and ensure the company can 
meet its financial obligations. This pressure encourages management to make opportunistic 
decisions, including increasing tax avoidance practices as an effort to improve cash flow and after-
tax profits in the short term. Furthermore, financial distress tends to exacerbate information 
asymmetry between agents and principals. Management has more detailed knowledge of the 
company’s financial and operational conditions, giving them greater discretion in determining tax 
policies. In this situation, shareholders are not fully aware of the long-term risks of tax avoidance 
practices, such as potential tax penalties and reputational damage. As a result, management may 
exploit this gap to prioritize short-term interests over the long-term interests of the owners. These 
results align with Agency Theory, which states that financial pressure can strengthen opportunistic 
behavior by management. Financial distress drives agents to increase tax avoidance as a response 
to performance pressures and financial constraints. This finding is consistent with previous studies 
showing that financial distress has a positive and significant effect on tax avoidance (Paulus et al., 
2025; Pratiwi & Fauzan, 2025; Cirillo et al., 2025) 

Based on the results of the partial significance test (t-test), transfer pricing does not have a 
significant effect on tax avoidance in mining companies listed on the Indonesia Stock Exchange. 
This finding indicates that related-party transactions, as measured by the ratio of related-party 
receivables to total receivables, do not function as a primary mechanism for reducing corporate 
tax burdens. From an analytical perspective, this result suggests that the scope for using transfer 
pricing as a tax avoidance tool in the mining sector is relatively constrained. The capital-intensive 
nature of mining operations, combined with close regulatory oversight and industry-specific 
reporting requirements, reduces managerial discretion to manipulate intra-group pricing for tax 
purposes. Moreover, the enforcement of the arm’s length principle and mandatory transfer pricing 
documentation increases compliance costs and legal risks, thereby discouraging aggressive transfer 
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pricing strategies. In this context, related-party transactions are more likely driven by operational 
needs, such as financing, procurement, or efficiency within business groups, rather than 
opportunistic tax planning.  These findings imply that, unlike in some multinational settings, 
transfer pricing in Indonesian mining companies does not play a dominant role in tax avoidance 
behavior. Instead, tax avoidance appears to be influenced more strongly by other factors, such as 
financial pressure or governance characteristics. This result is consistent with prior studies that 
also find no significant relationship between transfer pricing and tax avoidance (Frederica, 2023; 
Fadilah & Ambarita, 2024). 

Based on the results of the partial significance test (t-test), female directors are able to 
moderate (weaken) the effect of financial distress on tax avoidance. This indicates that although 
financial distress tends to encourage firms to engage in more aggressive tax avoidance, the presence 
of women on the board reduces the strength of this relationship. Substantively, female directors 
enhance the quality of corporate governance, particularly under conditions of financial pressure. 
Prior governance literature associates women on boards with greater risk aversion, stronger 
compliance orientation, and heightened sensitivity to legal and reputational consequences. These 
characteristics function as an internal control mechanism that restrains managerial opportunism 
when firms face financial distress, thereby limiting aggressive tax behavior. However, this study 
does not explicitly examine threshold or “critical mass” effects of female directors, such as whether 
a minimum proportion of women on the board is required to exert meaningful influence on 
managerial decision-making. It is possible that the moderating effect becomes stronger when 
female directors reach a certain numerical or proportional threshold, enabling them to participate 
more actively in board deliberations rather than being symbolic representatives. Despite this 
limitation, the findings provide evidence that even the presence of female directors contributes to 
reducing opportunistic tax behavior under financial pressure, supporting prior studies that 
document a similar moderating role of female directors on the relationship between financial 
distress and tax avoidance (Oktarina, 2023). 

Based on the results of the Partial Significance Test (t-test), female directors are not able 
to moderate the effect of transfer pricing on tax avoidance. This finding indicates that transfer 
pricing policies and practices are largely determined by structural and technical factors within the 
company, such as group strategies, internal pricing policies, and strict tax regulations, rather than 
by board characteristics. Although female directors contribute to improving overall corporate 
governance quality and managerial prudence, their influence is not strong enough to affect 
company decisions regarding complex and highly regulated related-party transactions. Thus, the 
results suggest that the role of female directors as a moderating mechanism is limited and 
contextual. Female directors are effective in moderating the impact of a company’s financial 
condition on tax avoidance but do not significantly influence the relationship between transfer 
pricing and tax avoidance, which is largely driven by corporate policies and external regulations. 

From the table above, it can be concluded that the coefficient of determination indicates 
that financial distress, transfer pricing, the interaction between financial distress and female 
directors, and the interaction between transfer pricing and female directors explain 55.3 percent 
of the variation in tax avoidance. The remaining 44.7 percent is influenced by other factors not 
included in this study. This finding suggests that the proposed model has moderate explanatory 
power, indicating that financial conditions, transfer pricing practices, and board gender diversity 
play an important role in shaping tax avoidance behavior. However, the presence of unexplained 
variation also implies that tax avoidance is a complex phenomenon influenced by additional firm-
specific, regulatory, and governance factors beyond those examined in this research 
 

Conclusion 

The study concludes that financial distress has a positive and significant effect on tax avoidance in 
mining companies listed on the Indonesia Stock Exchange, whereas transfer pricing does not 
exhibit a significant influence. From a theoretical perspective, these findings reinforce Agency 
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Theory, which posits that managers facing financial pressure are more likely to engage in 
opportunistic behavior, including aggressive tax strategies, to protect short-term firm performance. 
The insignificant role of transfer pricing suggests that, within the Indonesian mining sector, 
regulatory enforcement and transfer pricing documentation requirements may have reduced 
managerial discretion in using related-party transactions as a tax avoidance mechanism. 
Furthermore, the presence of female directors is found to weaken the positive relationship 
between financial distress and tax avoidance, highlighting the role of corporate governance and 
board gender diversity as an internal monitoring mechanism. This supports governance theories 
that emphasize the importance of board composition in constraining managerial opportunism, 
particularly under conditions of heightened financial risk. However, the inability of female 
directors to moderate the transfer pricing–tax avoidance relationship indicates that structural and 
regulatory factors may limit board influence over technically complex and highly regulated tax 
practices. From a policy and managerial standpoint, the findings suggest that firms should 
strengthen board diversity as part of their governance framework to mitigate excessive risk-taking 
in tax decisions, especially during periods of financial distress. For regulators, the results 
underscore the effectiveness of existing transfer pricing regulations but also highlight the need to 
enhance oversight during periods of corporate financial vulnerability. Policymakers may consider 
integrating governance indicators, such as board composition, into tax risk assessments to improve 
compliance and promote sustainable tax behavior within high-risk sectors such as mining 

This study has several limitations. First, the analysis is confined to mining companies 
listed on the Indonesia Stock Exchange, which may restrict the generalizability of the findings to 
other industries or institutional settings. Second, the moderating role of female directors is 
measured solely by their proportion on the board, without accounting for differences in their 
positions, tenure, expertise, or actual influence on strategic decision-making. Third, the model does 
not incorporate other factors that may affect tax avoidance behavior, such as broader corporate 
governance mechanisms, ownership structure, firm size, or regulatory intensity. Although the 
study relies on recent and relevant academic literature, future research could benefit from a more 
comprehensive framework that integrates these additional dimensions to enhance explanatory 
power and external validity. 
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