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ABSTRACT

This study aims to analyze the effect of sales growth, profitability, and tax avoidance on CSR disclosure. This
study also aims to analyze whether the role of gender diversity which is part of GCG strengthen the influence of
each independent variable on CSR disclosure. This study used 72 observation obtained from 18 mining
companies listed on Indonesian Stock Echange for period 2016-2019. The analytical techniques used are the
multiple regression analysis and moderated regression analysis (MRA) on EViews 12. Research results show
that sales growth has a positive effect on CSR disclosure, while profitability and tax avoidance have no effect on
CSR disclosure. In addition, gender diversity is not able to strengthen the effect of sales growth, profitability,
and tax avoidance on CSR disclosure.
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1. INTRODUCTION

Awareness about corporate social responsibility (CSR) has begun to occur in the business
world. According to [1], increasing attention to CSR also occurs in Indonesia. [2] states that
many companies in Indonesia have carried out CSR disclosure activities, but the quality of
the disclosure is still low because this is still considered a formality [3]. For example, it is the
INCO (PT Vale Indonesia Tbk) where sustainability report INCO is one of the high-quality
reports because it contains many indicators of CSR disclosure [4], [5]; [6]. However, this
company received accusations from the Indonesian Forum for the Environment (WALHI) in
2019 where INCO was judged not to care about the rights of local communities and its
mining activities had caused forest degradation and lake sedimentation [7].

When viewed from the condition of the company in previous years, sales growth may be one
of the factors driving INCO's CSR disclosures. Meanwhile, INCO recorded a significant sales
growth of 13%. However, this company does not disclose many CSR activities which is
reflected in the company's inability to win the SRA award for its sustainability report in 2014.
As a result, INCO is suspected of not being able to meet stakeholder expectations so that the
company experienced a 24% decline in sales in 2015. In addition to declining sales, INCO
also experienced a decrease in net profit by 71% in 2015. This decrease in profit shows a
much different performance from 2014 where the company successfully recorded an increase
in net profit of 346%. This decline in profit is also suspected to have occurred because the
company failed to show their contribution to society and the environment even though this
company had adequate sources of funds to carry out various CSR activities [8].

Apart from the two things mentioned earlier, tax avoidance may also encourage companies to
disclose CSR. In 2016, INCO is said to still have tax arrears of Rp. 16 billion to the
government since 2014 [9]. In addition to the three things that are suspected to have a direct
influence on CSR disclosure, [10] and [33] that the diversity of the board which is part of the
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implementation of good corporate governance (GCG suspected to strengthen the influence of
sales growth, profitability, and tax avoidance on the CSR disclosure. Based on data from its
annual report, INCO is noted to have quite a number of female members on the company's
board of directors, either the board of commissioners or the board of directors. [11] argues
that female members on the company's board of directors generally will make better quality
decisions and are more socially and ethically responsible [12]. However, women who have
just taken up their positions as members of the company's board may not have a great
influence in the process of decision-making [13].

Several studies have been conducted to examine the effect of sales growth, profitability, and
tax avoidance on CSR disclosure. The results of research by [38], [22], and [39] show that
sales growth has a positive influence on CSR disclosure. While the research results of [20]
shows that sales growth has a negative effect on CSR disclosure and the results of research by
[40] and [41] shows that sales growth has no effect on CSR disclosure.

Research results by [42], [1], and [31] show that profitability has a positive influence on CSR
disclosure. While the results of [24] research show that profitability has a negative effect on
CSR disclosure and the results of [36] and [35] studies show that profitability has no effect
on CSR disclosure. The results of research by [43] and [44] show that tax avoidance has a
positive effect on CSR disclosure. Meanwhile, the results of [46] research show that tax

avoidance has a negative effect on CSR disclosure and the results of research by [36] and [3]
shows that tax avoidance has no effect on CSR disclosure.

In addition, the results of research conducted related to the role of board diversity as a
moderating variable in research on CSR disclosure also experienced differences. The research
results of [10] shows that the diversity of the board which is part of the implementation of
GCG has a role as a moderating variable that is able to strengthen the effect of tax avoidance
on CSR disclosure, while the research results of [33] shows that board diversity does not
have a role as a moderating variable. Beside that the lack of research on the role of board
diversity as a moderating variable in CSR disclosure makes research on this more interesting
to do again.

Refers to the above phenomenon, this study will use mining sector companies as research
subjects because mining companies have a great opportunity to damage the environment and
harm the community [14]. The Indonesian government has even paid more attention to the
implementation of CSR for mining companies, which is reflected in the government's efforts
to require companies holding Mining Business Permits (MBP) or Special Mining Business
Permits (SMBP) to carry out CSR activities and develop community empowerment and
development programs (UU No. 40 of 2007; UU No. 4 of 2009).

This research was conducted with the aim of: a. analyzing whether sales growth, profitability,
tax avoidance partially has an effect on CSR disclosure; b. analyzing whether GCG is able to
moderate the partial effect of sales growth, profitability, and tax avoidance on CSR
disclosure.

The results of this study are expected to provide benefits for further researchers who want to

conduct research on CSR disclosure; for company's management regarding the importance of
CSR disclosure activities can help increase transparency and attract foreign investment; for
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investors regarding the importance of evaluating the company's social and environmental
performance.

The rest of the paper is organized as follows. Section 2 describe theoretical review and
hypothesis development theoretical review and hypothesis development. Section 3 describes
the methodology of research. Section 4 discusses the test results. Section 5 describe
discussion. Finally, section 6 provides the conclusion, limitation, and suggestion.

2. RESEARCH METHOD

Stakeholder theory states that the company's business continuity depends on its ability to
meet the demands of stakeholders [16]. [17] defines stakeholders as all community groups
who can be influenced by company policy and can influence company policy too. This theory
broadly emphasizes that companies need to maintain good relations with stakeholders
because companies are not only responsible to shareholders, but also accountable to them
[17] [18]. [19] state that stakeholders can support the company if the company's operation are
in line with the expectations and needs of the stakeholders.

Companies with high sales growth ratios will generally get more attention from stakeholders
because these companies are considered to have good performance in the future [20]. This
attention will encourage companies to disclose more indicators of CSR disclosure so that
companies can meet the expectations and needs of stakeholders [19]. So, the first hypothesis
is developed as follow:

H1: Sales growth has a positive influence on the disclosure of CSR.

Companies that can utilize their assets effectively [21] can show that the company has a high
level of profitability [22]. The profit earned by the company is considered to be a source of
funds to carry out various activities that can contribute to creating sustainable community and
environmental conditions [23]. Furthermore, companies will disclose more indicators of CSR
disclosure so that they can meet the expectations of stakeholders [19]. The second hypothesis
is developed as follow:

H2: Profitability has a positive influence on the disclosure of CSR.

[3] states that companies in general only consider taxes as a burden so they decide to carry
out tax avoidance activities. This can be shown by the ratio of the tax burden compared to the
company's profit before tax which is small. Companies that have a small ratio of corporate
tax burden to pre-tax profit will generally disclose more indicators of CSR disclosure so that
companies can show that they have taken actions that are in line with the expectations and
needs of stakeholders. The third hypothesis is developed as follow:

H3: Tax avoidance has a positive influence on the disclosure of CSR.

Companies that have a high sales growth ratio are generally more concerned because they are
considered to have good performance in the future [20]. [10] states that the existence of a
board diversity can increase transparency and the quality of decisions taken by companies
[11]. Companies that have a larger proportion of female members on the company's board of
directors will make decisions that are more socially and ethically responsible [12] so that
companies are expected to be more motivated to disclose more CSR disclosure indicators in
annual reports or its sustainability report, especially when the company is being watched by
stakeholders. The fourth hypothesis that is built is:
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H4: GCG strengthens the influence of sales growth on the disclosure of CSR.

Companies that have sources of funds as a result of effective use of assets [21] to generate
adequate profits [24] are considered to be more likely to disclose CSR disclosure indicators
with the aim of reducing pressure from the community [25]. A company is expected to be
more motivated to disclose more indicators of CSR disclosure if they implement one part of
GCG, namely board diversity [26]. [11] mentions that board diversity can improve the quality
of decisions and encourage companies to take more socially and ethically responsible actions
[12]. In addition, the diversity of the board is considered to make the company more
transparent [10] so that the company is expected to compile an annual report or sustainability
report that contains more indicators of CSR disclosure, especially when the company has
sources of funds to carry out various CSR activities. The fifth hypothesis that is built is:

H5: GCG strengthens the effect of profitability on the disclosure of CSR.

Companies that do have a small ratio of tax burden compared to profit before tax will
generally be considered as irresponsible companies because the company has avoided
taxation that can harm various parties [3]. The existence of board diversity as one of the
implementations of GCG in the company [26] is considered to be able to increase
transparency [10] and the quality of decisions and solutions taken by the company [11],
including strategy to use CSR disclosure to maintain stakeholder trust in the company [27].
The sixth hypothesis that is built is:

H6: GCG strengthens the effect of tax avoidance on CSR disclosure.

Based on the hypothesis above, the following is the research model.

Sales Growth Hi

~
Profitability H . CSR
il Hs Disclosure
Tax Avoidance //T{?

Figure 1 Research Model
Source: Processed Data

3. RESULTS & DISCUSSIONS

This study uses data from the previous year specifically for sales growth and profitability
variables because [28] mentions that company performance takes time to influence the
company's decision making to disclose more CSR activities. The research subjects used in
this study are mining companies, while the population to be observed is mining companies
listed on the Indonesian Stock Exchange during 2016-2019 period. In taking the sample, this
study uses purposive sampling with the following criteria: the mining companies: 1) listed on
the Indonesia Stock Exchange in 2016-2019 period; 2) that publish financial reports for 2014-
2019 on the company's official website or the official website of the Indonesian Stock
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Exchange; 3) that publish sustainability reports and/or annual reports for 2016-2019 period
on the company's official website or the official website of the Indonesian Stock Exchange;
4) that provide data on company sales in 2014-2018 period; 5) that provide data on the
current year's profit or loss and the company's total assets in 2015-2018 period; 6) that
provide data on income tax expense and corporate income before tax in 2016-2019 period; 7)
that provide data on the profiles of the directors and the board of commissioners in the
company in 2016-2019 period.

The following table presents the operational and measurement variables:

Table 1 Variable Operationalization

Variable Proxy Scala Source
CSR Disclosure Amount Disclosed Ratio  Putri dan Yuliandhari
Total amount that needs to be disclosed (2020); Gamerschlag

et al. (2021)

Sales Growth Sales (t) — Sales (t-1) Ratio  Putri dan Yuliandhari

Sales (t-1) (2020)
Profitability Net Profit Ratio  Xu dan Zeng (2016)

Total Assets
Tax Avoidance Income Tax Expense Ratio  Xu dan Zeng (2016)
Income Before Tax

Board Diversity Number of women’a council Ratio  Sugiarti et al. (2019)

Total board members

Source: Processed Data

This research data is panel data. Data processed using Econometric Views (EViews)
application program version 12. Data analysis method consists of descriptive statistical test,
panel data selection test, classic assumption test, simultaneous or F test), partial or t test), and
coefficient of determination test (Adjusted R2).

This study uses the Multiple Linear Regression Analysis and the Moderated Regression
Analysis (MRA) equation, so that the presentation of the equation model are as follows:

PCSRi; = ait + P1 PPNJi; + B2 PROFi + B3 PPIK: + &ir (1)

PCSRi = 0 + B1PPNJj¢ + B2 PROFi; + B3 PPIKi + Bs GNDR;t + Bs GNDR*PPNJ ¢ + Bg
GNDR*PROF i; + B GNDR*PPJK i + i (2)

Information:
In this study, the abbreviations for each variable are used Indonesian terms. As an example:
peningkatan penjualan (which in English is sales growth) is abbreviated as PPNJ.

PCSR : CSR Disclosure (Pengungkapan CSR)
PPJK : Tax Avoidance (Penghindaran Pajak)
PPNJ : Sales Growth (Pertumbuhan Penjualan)
PROF : Profitability (Profitabilitas)

GNDR : Board Diversity (Gender)

o : Constant Value

B1- B7 : Regression Coefficient
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€ : Error Term
i : Company i
t " Yeart

4, RESULTS

There are 18 mining companies listed on the Indonesian Stock Exchange 2016 -2019 period
which can be used as samples in this study. The period of this research is four years so that
the total observations this study are 72 observations.

Below are the results of descriptive statistical tests for each of the variables in this research:

Table 2 Descriptive Statistics Test

Mean Macimum  Minimum  Std. Deviation Sample

PCSR 0.48914% 0906250 0.093750 0.188609 72
PPNI 0.097236 0975981 -0.478003 0295134 72
PROF 0.081102 0357800 -0.08721% 0.093183 72
PPIK 0355655 0.801116 0.058291 0.15216% 72
GNDR 0.064302 0.300000 0.000000 0.07923% 72
PPNI*GNDR 0.005835 0.074028 -0.050402 0.023835 72
PROF*GNDE 0.004770 0.029824 -0.006398 0.008413 72
PPIEK*GNDR 0.022313  0.102492  0.000000 0.028951 72

Source: Processed Data

The results of the panel data model estimation test in this study indicate that the two
equations in this study are the most suitable for using the random effects model. This study
did not perform an autocorrelation test and a normality test because the autocorrelation test
only needed to be performed on data sorted by time or space (time-series) and normality tests
only needed to be performed on studies that had fewer than 30 observations [30].

The results of the multicollinearity test show that the correlation coefficient for each variable
used in this study is below the value of 0.8 and it can be concluded that this study does not
experience multicollinearity problems. This study did not perform a multicollinearity test on
the interaction between the independent and the moderating variable because the test results
were considered to show irrelevant results [29]. Meanwhile, the heteroscedasticity test in this
study was carried out using the Glejser test. The test results show a probability value > 0.05
for all variables and it can be concluded that the regression model is free from
heteroscedasticity problems.

Below are the results of multiple linear regression analysis and moderated regression
analysis:
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Table 3 Multiple Linear and Moderated Regression Analysis

Variable Coefficient  Std. Error  t-Statistic  Prob.
Constanta 0469074 0038710 7989685 0.0000
Sales Growth 0183328 0064174 2856735 0.0037
Profitability -0246028 0253379 -0962629 03391
Tax Avoidance 0062428 0111183 0561488 03763
Prob{F-statistic) 0.025236

Adjusted R-squared 0.088R822

+Table 4. Moderated Regression Analysis (MRA)

Variable Coefficient  Std. Error  t-Statistic  Prob.
Constanta 0550042 0072582 7.578266 0.0000
Sales Growth 0162482 (0082788 1962629 0.0540
Profitability -0.449035 0405898 -1.106275 02727
Tax Avoidance -0.052394 0125223 0418407 06771
Board Diversity -1.890479 0815991 -2316789 0.0237
Sales Growth*Board Diversity 0587706 0934305 0.628896 0.5317
Profitability*Board Diversity 3437123 3100157 0.673925 05028
Tax Avoidance*Board Diversity 3589616 1971110 1821114 0.0733
Prob{F-statistic) 0.025917

Adiusted R-squared 0.126972

Source: Processed Data
Based on the table above, the following are the regression equation that is formed:
PCSR;;=0.469074;; + 0.183328 PPNJ;; — 0.246028 PROF; + 0.062428 PPJK; + &

PCSR;; = 0.550042; ; + 0.162482 PPNJ;; — 0.449035 PROF; — 0.052394 PPJK;; — 1.890479
GNDR;; + 0.587706 GNDR*PPNJ j; + 3.437123 GNDR*PROF ;; + 3.589616 GNDR*PPJK
it t &t

The results of the F test showed a probability value (F-statistics) < 0.05 so that the two
models used were able to influence CSR disclosure together. Meanwhile, the results of the t-
test showed a probability value <0.05 only for the variables of sales growth (Table 3).

The results of the multiple linear regression analysis show the adjusted R-squared value of
0.088822 (Table 4) which indicates that sales growth, profitability, and tax avoidance are able
to explain CSR disclosure of 8.88%. Meanwhile, the MRA test results show an adjusted R-
squared value of 0.126972 (Table 4) which indicates that sales growth, profitability, and tax
avoidance moderated by GCG are able to explain CSR disclosure of 12.70%.

5. DISCUSSIONS

Based on hypothesis test, H1 is not rejected (accepted) because the partial test shows a
positive regression coefficient and a probability value of < 0.05 so that sales growth has a
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significant positive effect on the disclosure of CSR. Meanwhile, H2 and H3 which have been
built in this study are rejected because both have a probability value > 0.05 so that partially
they have no effect on the disclosure of CSR. In addition to H2 and H3, H4, H5, and H6 were
also rejected because all hypotheses have probability values > 0.05 so that the diversity of the
board is not able to strengthen the effect of sales growth, profitability, and tax avoidance on
the disclosure of CSR. The followings table about result of the hypothesis tests:

Table 5 The Result of Hypothesis Test

Hypothesis Coefficient  Prob. Conclusion

H;: Sales growth has a positive influence on the  0.183328 0.0057  Hj accepted
disclosure of CSR.

H,: Profitability has a positive influence on the -0.246028 0.3391  Hyrejected
disclosure of CSR.

Hs: Tax avoidance has a positive influence on the  0.062428  0.5763  Hs rejected
disclosure of CSR.

H4: GCG strengthens the influence of sales growth  0.587706 0.5317  Hjrejected
on the disclosure of CSR.

Hs: GCG strengthens the effect of profitability on  3.437123 0.5028 Hs rejected
the disclosure of CSR.

He: GCG strengthens the effect of tax avoidance on  3.589616  0.0733  He rejected
CSR disclosure.

Source: Processed Data

Sales growth was recorded to have a regression coefficient of 0.183328 and a probability
value of 0.0057. The existence of a positive influence sales growth on the disclosure of CSR
is thought to occur because companies with high sales growth ratios are considered to have
good performance in the future so that they become more noticed by stakeholders [20]. The
attention from these stakeholders is expected to encourage companies to disclose more
indicators of CSR. Therefore, the companies can meet the expectations and needs of
stakeholders [19].

Profitability is recorded as having a regression coefficient of -0.246028 and a probability
value of 0.3391. The absence of influence profitability on the disclosure of CSR is thought to
occur because companies in Indonesia generally still prioritize the interests of shareholders
[20] so that these companies are still profit-oriented. This causes a high level of profitability
does not necessarily make companies feel the need to disclose a lot of CSR activities in their
annual reports or sustainability reports [31] because the implementation of CSR activities and
their disclosures have not been considered important [1].

Tax avoidance has a regression coefficient value of 0.062428 and a probability value of
0.5763. The absence of influence tax avoidance on the disclosure of CSR is thought to occur
because the company prepares an annual report or sustainability report that contains many
indicators of CSR, because the company seeks to achieve the expectations of society in
general so that the company is able to legitimize its business. In addition, companies are
suspected of disclosing CSR activities only to avoid sanctions that will arise if the company
does not comply with government regulations to disclose CSR activities [37].
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The interaction between sales growth and board diversity is recorded to have a regression
coefficient value of 0.587706 and a probability value of 0.5317. This is thought to occur
because the number of female members is still very small when compared to male members
on the composition of corporate boards in Indonesia so that women have a minimal role in
the company's decision-making process [33].

The interaction between profitability and board diversity which is part of the implementation
of GCG is recorded to have a regression coefficient value of 3.437123 and a probability value
of 0.5028. This is thought to have occurred because the proportion of female members on the
board of companies in Indonesia is still very small, so the role of women in the company's
decision-making process is relatively weak. In addition, the culture in Indonesia that is easy
to respect for men and the perception that men are more accustomed to making decisions are
also suspected of weakening the role of women in the company's decision-making process
[33]; [34].

The interaction between tax avoidance and board diversity is recorded to have a regression
coefficient value of 3.589616 and a probability value of 0.0733. This is thought to occur
because there are very few female members on the board of companies in Indonesia and
women in Indonesia generally still have the perception that men are more accustomed to
making decisions so that the role of women in the decision-making process in companies in
Indonesia is still very weak [33]; [34].

6. CLOSING
Conclusions

This study was conducted with the aim of analyzing the effect of sales growth, profitability,
and tax avoidance partially on CSR disclosure and the role of board diversity which is part of
the implementation of GCG in strengthening the effect of sales growth, profitability, and tax
avoidance on CSR disclosure. This study uses 18 mining companies listed on the Indonesia
Stock Exchange from 2016 to 2019 as samples. The data were obtained from financial reports
as well as sustainability reports and/or company annual reports downloaded from the official
website of the company concerned or the official website of the Indonesian Stock Exchange.
The results of processing and testing carried out in this study resulted in several conclusions,
namely: a) Sales growth has a positive influence on the disclosure of CSR; b) Profitability
has no positive effect on the disclosure of CSR; c¢) Tax avoidance has no positive effect on
CSR disclosure; d) GCG is not able to strengthen the influence of sales growth on CSR
disclosure; €) GCG is not able to strengthen the influence of profitability on CSR disclosure;
f) GCG is not able to strengthen the influence of tax avoidance on CSR disclosure.

Limitations

This study has several limitations, including: 1) The independent variable are limited to sales
growth, profitability, and tax avoidance; 2) The role of GCG as a moderating variable is
limited to the diversity of the board; 3) The research subject is limited to mining companies
listed on the Indonesian Stock Exchange during 2016-2019 period; 4) The period is limited to
2016 to 20109.

Suggestions
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There are several suggestions that are expected to be applied in further research, including: 1)
for investor when investing in mining companies can see the sales growth variable; 2) for
company’s management should strive for more variables that can be used by investors to
assess the company’s CSR disclosure; 3). for further researchers can be carried out using
other independent variables such as leverage or ownership structure. Further research can be
carried out in more than one sector or companies engaged in sectors other than mining.
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