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	Pajak merupakan sumber utama penerimaan negara, namun penghindaran pajak masih menjadi tantangan. Penerapan  Environmental, Social, dan Governance (ESG) semakin diperhatikan untuk meningkatkan transparansi perusahaan, tetapi hubungan ESG dan penghindaran pajak di Indonesia belum dipetakan secara sistematis. Penelitian ini menggunakan Systematic Literature Review (SLR) terhadap 66 artikel jurnal Sinta 1 dan 2 periode 2015–2025 dengan kerangka PICO dan pendekatan charting the field. Hasil menunjukkan dominasi pilar Governance, terutama institutional ownership, audit committee, dan independent commissioner, sementara pilar Social dan Environmental masih terbatas. Effective Tax Rate (ETR) merupakan proksi penghindaran pajak yang paling umum. Studi ini merekomendasikan diversifikasi indikator ESG, pengembangan pengukuran penghindaran pajak, serta pengembangan metodologi yang lebih variatif.   Kontribusi penelitian ini adalah menyediakan pemetaan komprehensif serta agenda riset untuk menutup celah konseptual dan metodologis.
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	ABSTRACT

	
	Taxes are Indonesia's main source of state revenue, yet tax avoidance remains a persistent challenge. At the same time, Environmental, Social, and Governance (ESG) practices are increasingly recognized as mechanisms to improve corporate transparency and accountability. However, the relationship between ESG pillars and tax avoidance in Indonesia has not been systematically reviewed. This study aims to map prior evidence and propose a future research agenda. A Systematic Literature Review (SLR) of 66 articles published in Sinta-1 and Sinta-2 accredited journals during 2015–2025 was conducted using the PICO framework and a charting the field approach. The findings show that the Governance pillar dominates (87.6% of proxies), with institutional ownership, audit committees, and independent commissioners as the most common variables. The Social and Environmental pillars remain underexplored, while the Effective Tax Rate (ETR) is the most widely used tax avoidance measure. This study recommends diversifying ESG indicators, broadening tax avoidance measures, and employing varied methodologies. Its contribution lies in providing a comprehensive mapping and a concrete agenda to close conceptual and methodological gaps.
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1. Introduction
Tax revenue constitutes the main pillar in financing national development in Indonesia. Its contribution to state revenue is significant, even consistently contributing around 80% to the State Budget (APBN). From 2019 to 2023, the realization of national tax revenue experienced significant nominal growth, from IDR 1,333 trillion in 2019 to IDR 1,869 trillion in 2023 (Direktorat Jenderal Pajak, 2024). Although revenue has increased nominally, Indonesia still faces serious problems related to the tax-to-Gross Domestic Product (GDP) ratio (tax ratio), which is still relatively low (Sulfia & Rusmanto, 2024). In 2022, Indonesia’s tax ratio was approximately 12.1%, which is well below the ASEAN average. For instance, Thailand (16.7%) and the Philippines (18.4%) (OECD, 2023). The size of the tax ratio reflects the level of public compliance with tax payments. Tax compliance plays an important role and is a major challenge in increasing government revenue in many developing countries (Trawule et al., 2022; Yuni & Setiawan, 2019).
Indonesia’s relatively low tax revenue is largely attributable to the widespread practices of tax avoidance and tax evasion (Hajawiyah et al., 2021). Tax avoidance refers to activities that are still within the legal framework, while tax evasion is a violation of the law. Both individuals and business entities can rationalize their reporting decisions by referring to the legal aspects of tax liability reduction strategies (Blaufus et al., 2016).
Taxes are a significant burden for companies and have an impact on reducing the cash flow that companies and shareholders can use. Therefore, both companies and shareholders are encouraged to reduce the tax burden through aggressive tax strategies (S. Chen et al., 2010). As for the government, aggressive behavior in taxation can reduce potential state revenue from the taxation sector (Suyanto & Supramono, 2012). 
At the same time, companies in Indonesia face pressure from investors and society to run businesses that are not only profit-oriented but also pay attention to sustainability and social responsibility. Companies with better Environmental, Social, and Governance (ESG) disclosures tend to be more attractive to investors and other key stakeholders. A strong relationship between the company and these stakeholders can provide financial benefits for the company in the long term (Li et al., 2018). In this context, the integration of ESG principles is becoming increasingly important. Companies that apply ESG principles are also generally more transparent and accountable, thus potentially increasing tax compliance and reducing tax avoidance practices. In addition, ignoring ESG aspects can increase the risk to the company's reputation and potentially shorten the company's operational life (Fafaliou et al., 2022).
In the tax aspect, the Governance pillar of ESG plays an important role. Corporate governance is proven to affect the company's interest in determining tax avoidance behavior (Armstrong et al., 2015). Previous research found that various aspects of governance, such as institutional ownership, independent commissioners, and audit committees, are closely related to tax avoidance (Baatwah et al., 2025; C. Chen & Li, 2025; Palalangan et al., 2024). Companies that implement strong governance practices are generally less likely to engage in tax avoidance strategies, as they take reputational risks into account (Kerr et al., 2024; Richardson et al., 2015). This is relevant because the company's reputation determines its sustainability.
In the principle of social responsibility, companies with high Corporate Social Responsibility (CSR) quality tend to show more compliant tax behavior, because they consider long-term reputation and stakeholder perceptions (Hoi et al., 2013). However, the implementation of CSR may not only generate positive impacts but also introduce potential biases. It is not uncommon for companies to use CSR programs to cover up various unethical actions, including tax aggressiveness (Yunistiyani & Tahar, 2017).	
CSR is also a form of responsibility to the environment. CSR has become a trend that attracts investors in considering investments and governments in formulating policies (Jiang et al., 2022). In Indonesia, CSR has also gained increasing attention from companies, as reflected in media coverage. Nevertheless, the phenomena of “greenwashing” and “social-washing” warrant attention, as firms may use ESG programs as a form of pseudo-legitimacy to obscure tax avoidance practices. Companies often run CSR programs to strengthen their public reputation. However, they may simultaneously implement tax avoidance practices that ultimately contradict the image of social responsibility displayed and the business motivation behind it (Nerantzidis et al., 2024).
In previous studies that focused on Indonesia, the elements of ESG have been recognized as non-financial factors that are often associated with tax avoidance. However, the findings remain inconsistent. Moreover, prior research has generally examined the relationship between ESG and tax avoidance only partially, focusing on a single ESG element such as political connections (Firmansyah et al., 2022; Sudibyo & Jianfu, 2016), managerial and institutional ownership (Arifin et al., 2023; Handoyo et al., 2022), sustainability reporting (Fuadah et al., 2022), environmental disclosure (Rini et al., 2024), CSR (Istianingsih, 2020), or ESG scores (Yanto et al., 2025). Consequently, earlier studies have not yet identified which ESG element plays the most significant role in influencing tax avoidance. Therefore, this context is crucial for conducting research that explores the role of each ESG component in shaping tax avoidance, to provide a more comprehensive understanding of how ESG affects tax avoidance.
This study does not solely examine the link between ESG disclosure or ESG scores and tax aggressiveness. Rather, it emphasizes that the relationship between ESG and tax avoidance is better reflected through implementing environmental, social, and governance principles in corporate business practices. This study synthesizes the intricate relationships among the individual ESG pillars and tax avoidance, thereby offering guidance for future research.
By examining how ESG influences tax avoidance, this study contributes theoretically by extending the application of several key theories to the ESG–tax avoidance nexus. Within this theoretical framework, the study strengthens the understanding of corporate motivations in making strategic tax-related decisions and explains how external pressures and public expectations may influence corporate behavior in balancing the interests of shareholders, regulators, and the broader society.  From a practical perspective, this study provides companies with insights into aligning ESG implementation with transparent tax strategies. Such alignment is expected to enhance corporate reputation, strengthen relationships with stakeholders, and minimize both legal and reputational risks that may arise from aggressive tax avoidance practices.  From a policy perspective, this study recommends that tax authorities and regulators design policies and incentives that integrate ESG practices into corporate tax compliance. In doing so, such policies would not only encourage corporate tax compliance but also reinforce the sustainable development agenda by creating synergy between the state’s fiscal interests and corporate commitments to social responsibility and environmental sustainability.

2. Literature Review
Tax avoidance refers to corporate efforts to minimize tax liabilities through legal yet often aggressive strategies, such as exploiting loopholes in tax regulations. It encompasses strategies ranging from conservative to highly aggressive, with the primary objective of reducing tax payments without explicitly violating tax law (Hoi et al., 2013). Tax avoidance occurs due to differences in interests between the government and taxpayers. Thus, although the government seeks to optimize tax revenue, these efforts still face various challenges (Kusumadani & Rahayuningsih, 2023).
In Indonesia, tax avoidance practices are getting more attention as awareness of the importance of tax compliance and contribution to national development increases. A mix of factors, including financial health (e.g., profitability and leverage) and non-financial issues (such as the quality of its corporate governance), can play a role in driving tax avoidance behavior (Sumartono & Puspasari, 2021). 
In line with the growing attention to non-financial factors, the concept of Environmental, Social, and Governance (ESG) has emerged as a more comprehensive framework for assessing corporate responsibility and sustainability. ESG ratings have emerged as an essential tool to evaluate corporate performance (Serafeim & Yoon, 2023). Stakeholders increasingly rely on ESG criteria to assess the firm’s overall performance and sustainability. The implementation of ESG is seen as supporting the sustainability of the company in the future. ESG principles include three things: environmental, social, and governance.
In the environmental and social dimensions, corporate responsibility today is often measured by CSR. It represents corporate initiatives extending beyond economic outcomes to social and environmental impacts (Kiryanto et al., 2021). This concept also upholds environmental sustainability in the company's business practices. The sustainability of the company must also consider certain aspects of the sustainable development agenda, one of which is environmental aspects such as carbon and water (Bebbington & Unerman, 2018). 
In the governance dimension, companies must implement aspects of Good Corporate Governance (GCG) as a responsibility to stakeholders. GCG constitutes an effective system for managing firms, designed to enhance shareholder value while also considering the interests of broader stakeholders, including creditors, employees, regulators, and society at large (Halimatusadiah & Gunwan, 2014). GCG can be measured by various things, such as the proportion of independent commissioners, institutional ownership, audit committees, and audit quality (Sunarsih & Oktaviani, 2016).
With the increasing adoption of ESG in business practices, a fundamental question arises as to the extent to which ESG can influence corporate strategies in addressing tax obligations, particularly tax avoidance. Consequently, the relationship between ESG and tax avoidance has become the focus of various international and national studies. Previous research found that there is a tendency that strong corporate governance helps manage tax avoidance to stay at the most appropriate level for the company (Kovermann & Velte, 2019). Not only by internal governance factors, but also by external governance factors, such as how the government enforces tax rules and media coverage, affect how corporate tax avoidance behavior (Wang et al., 2021).
Losses due to tax avoidance encourage various stakeholders to demand corporate social responsibility. This has increased global companies' participation in socially responsible activities over the past two decades (Karavitis et al., 2025). Some studies show that companies involved in ESG activities, especially those motivated by philanthropy, tend to be less aggressive in tax avoidance (Teja, 2024). Meanwhile, CSR indicates compliance with tax regulations. The higher the disclosure of corporate social responsibility in a company, the lower the percentage of the possibility of the company to practice tax avoidance, and vice versa (Kiryanto et al., 2021). 
In terms of green energy, many countries provide tax incentives to companies that invest in clean technologies and environmentally friendly practices to encourage the transition to a low-carbon economy. Such incentives not only enhance firms' environmental performance but also reduce the incentive for tax avoidance, thereby influencing corporate tax strategies (Souguir et al., 2024). Nevertheless, empirical findings remain inconsistent. Some studies indicate that ESG can be utilized as a legitimizing tool to mask tax avoidance practices (window dressing). CSR disclosure has likewise been found to enhance tax avoidance, suggesting the existence of a trade-off between the two (Widianti & Prasetyo, 2023). Corporate governance responsibility can also increase tax aggressiveness. Doing good through governance responsibilities can make companies feel safe to engage in aggressive tax planning (Ekawati, 2025).

3. Research Method
This study adopts a qualitative approach through a Systematic Literature Review (SLR). This method provides a more comprehensive understanding of ESG issues and their influence on tax avoidance. Articles were selected using the Population, Intervention, Comparison, Outcome (PICO) framework, following its application in prior research conducted by Mawlidy et al. (2024). The population comprises articles published in Sinta-1 and Sinta-2 accredited journals listed on the official Sinta portal https://sinta.kemdikbud.go.id/page. These journals were chosen because Sinta-1 and Sinta-2 represent the highest-quality accredited publications in Indonesia, as recognized by the Ministry of Research, Technology, and Higher Education of Indonesia. The sample in this study is articles in accessible Accounting, Management, Business, and Economics Journals that examine tax avoidance as the dependent variable, and ESG elements that various measures can represent as independent variables. 



Table 1. PICO Framework
	Population
	Tax Avoidance

	Intervention
	Environmental, Social, and Governance Pillar

	Comparison
	-

	Outcome
	1. The Influence of ESG Pillars on Tax Avoidance
2. An Overview of ESG Proxies and Their Impact
3. Identifying the ESG Pillar with the Greatest Influence on Tax Avoidance



There are 24 journals with details of 2 Sinta 1 accredited journals and 22 Sinta 2 accredited journals. From all these journals, researchers obtained 66 articles from 2015 to 2025. Articles were identified through keyword searches using combinations of ("tax avoidance" or "tax aggressiveness") and ("ESG" or "environmental" or "social" or "governance" or "CSR" or "sustainability"). Tax aggressiveness is often used as a substitute for tax avoidance. Then, from the articles obtained, the author analyses the variables used in the study with the keywords environmental, social, or governance. From this search, the author gets 66 articles that are used as samples. All selected articles were subsequently analyzed using the charting-the-field approach developed by Hesford et al. (2006).

Table 2. Inclusion and Exclusion Criteria
	Criteria
	Inclusion
	Exclusion

	Subject
	Studies focusing on Tax Avoidance/Tax Aggressiveness
	Studies not focusing on Tax Avoidance/Tax Aggressiveness

	Source
	Research articles accessible through journals accredited in Sinta 1 and Sinta 2
	Other than research articles accessible through journals accredited in Sinta 1 and Sinta 2

	Journal Scope
	The fields of Management, Business, Accounting, and Economics
	Outside the fields of Management, Business, Accounting, and Economics

	Research Area
	Articles that examine Tax Avoidance as the dependent variable and ESG pillars (represented by various proxies) as the independent variable 
	Articles that do not examine Tax Avoidance as the dependent variable and ESG pillars as the independent variable

	Language
	English and Indonesian
	Other than English and Indonesian

	Time Frame
	2015-2025
	Before 2015

	Country Studied
	Indonesia
	Other than Indonesia





4. Results and Discussion 
After applying the PICO framework alongside the inclusion and exclusion criteria, 66 articles were identified to analyze the relationship between ESG pillars and tax avoidance in Indonesia. This section presents the results of the classification and analysis of the 66 articles sampled and an in-depth interpretation of the findings. The analysis is based on the distribution of articles, the independent variable (ESG) studied, the dominant ESG pillar, the type of business sector, the measurement of tax avoidance, and the supporting theories used. The primary purpose of this classification is to map research dynamics and identify areas that warrant further investigation.
Description of Sample Articles by Journal and Year of Publication
From the identification of 66 relevant articles from 24 Sinta 1 and Sinta 2 accredited journals, published between 2015 and 2025, it can be seen in Table 3 the distribution of articles in each journal studied.

Table 3. Number of Articles by Journal
	Journal
	Accreditation
	Number of Articles
	Percentage

	Jurnal Reviu Akuntansi dan Keuangan
	Sinta 2
	7
	10.61%

	Riset Akuntansi dan Keuangan Indonesia
	Sinta 2
	7
	10.61%

	Jurnal Dinamika Akuntansi
	Sinta 2
	6
	9.09%

	Accounting Analysis Journal
	Sinta 2
	5
	7.58%

	Jurnal Ilmiah Akuntansi dan Bisnis
	Sinta 2
	5
	7.58%

	Jurnal Akuntansi & Auditing Indonesia
	Sinta 2
	4
	6.06%

	Jurnal Ekonomi Modernisasi
	Sinta 2
	4
	6.06%

	Jurnal Akuntansi dan Bisnis
	Sinta 2
	3
	4.55%

	Jurnal ASET (Akuntansi Riset)
	Sinta 2
	3
	4.55%

	Jurnal Studi Akuntansi dan Keuangan
	Sinta 2
	2
	3.03%

	Etikonomi
	Sinta 1
	2
	3.03%

	Jurnal Akuntansi dan Keuangan
	Sinta 2
	2
	3.03%

	Jurnal Akuntansi dan Keuangan Indonesia
	Sinta 2
	2
	3.03%

	Jurnal Akuntansi Multiparadigma
	Sinta 2
	2
	3.03%

	Jurnal Ilmiah Akuntansi
	Sinta 2
	2
	3.03%

	Jurnal Riset Akuntansi Kontemporer
	Sinta 2
	2
	3.03%

	Indonesian Journal of Sustainability Accounting and Management
	Sinta 2
	1
	1.52%

	Integrated Journal of Business and Economics
	Sinta 2
	1
	1.52%

	JEMA: Jurnal Ilmiah Bidang Akuntansi dan Manajemen
	Sinta 2
	1
	1.52%

	Journal of Indonesian Economy and Business
	Sinta 1
	1
	1.52%

	Jurnal Ekonomi dan Bisnis
	Sinta 2
	1
	1.52%

	Jurnal Organisasi dan Manajemen
	Sinta 2
	1
	1.52%

	Media Riset Akuntansi, Auditing & Informasi
	Sinta 2
	1
	1.52%

	AKRUAL (Jurnal Akuntansi)
	Sinta 2
	1
	1.52%



From Table 3, it can be seen that "Jurnal Reviu Akuntansi dan Keuangan" and "Riset Akuntansi dan Keuangan Indonesia" are the main contributors with 7 articles each (10.61%). This proportion indicates the consistent focus of both journals on contemporary accounting and finance issues, including sustainability and taxation aspects. The dominance of publications in Sinta 2 journals also reflects the rapidly growing interest and research capacity among Indonesian academics in ESG and tax avoidance topics.
In addition to the distribution per journal, the trend of article publication from year to year also shows noteworthy developments. Figure 1 illustrates the number of articles published annually from 2015 to 2025.
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Figure 1. Number of Articles Published Each Year

Figure 1 clearly shows a significant acceleration in the publication of articles on ESG and tax avoidance pillars from 2021 to 2023. The peak of publications occurred in 2021 with 15 articles, followed by 14 articles in 2022 and 2023. This upward trend reflects not mere fluctuation but the growing urgency of sustainability issues that are often assessed with ESG pillars in the global business agenda and regulations in Indonesia. As awareness of the impact of ESG on non-financial performance and reputation increases, researchers are increasingly encouraged to examine its interaction with aggressive taxation strategies. The 2015-2020 period, which shows a more limited number of publications, can be interpreted as an initial phase where ESG issues have not been fully integrated as a key research variable in the context of tax avoidance.
Classification by Business Sector Type
The industry sectors of the companies studied have unique characteristics that may affect the incentives and opportunities for tax avoidance practices. Table 4 shows the distribution of articles based on the type of business sector sampled.

Table 4. Number of Articles Based on Company Sectors Studied
	Sector
	Number of Articles
	Percentage

	Manufacturing
	30
	43.48%

	All Listed Companies
	11
	15.94%

	Mining
	5
	7.25%

	Non-Financial
	4
	5.80%

	Property, Real Estate, and Building Construction
	3
	4.35%

	Food and Beverage Manufacturing
	2
	2.90%

	Family Companies
	2
	2.90%

	State-owned Enterprises
	1
	1.45%

	Consumer Goods Industry
	1
	1.45%

	Companies Included in the Corporate Governance Index on the Indonesia Stock Exchange
	1
	1.45%

	Health
	1
	1.45%

	Telecommunications
	1
	1.45%

	Finance
	1
	1.45%

	Non-Services
	1
	1.45%

	Non-Financial Multinational
	1
	1.45%

	Transport
	1
	1.45%

	Crude Palm Oil
	1
	1.45%

	Agriculture
	1
	1.45%

	Energy
	1
	1.45%



The manufacturing sector is the focus of research, followed by research covering all companies listed on the Indonesia Stock Exchange (IDX). Some studies use more than one sector as a sample. The dominance of the manufacturing sector may be attributed to the availability of extensive financial data, its operational complexity that creates opportunities for tax avoidance, and its substantial contribution to the national economy. Research using all companies listed on the IDX indicates an attempt to generalize the findings, but these risks disguise differences in ESG and sector-specific tax avoidance dynamics. Other sectors, such as mining, property, and finance, are also the object of research, but in much smaller proportions. The lack of exploration on specific sectors, such as services, technology, or highly regulated sectors, presents a significant gap for future research.
Classification by Theory
The research is based on theories that offer a core conceptual framework for understanding and explaining how ESG factors relate to tax avoidance. By examining Table 5, we can observe the distribution of theories employed in the sample articles.

Table 5. Number of Articles by Theory Used
	Theory
	Number of Articles
	Percentage

	Agency Theory
	46
	51.69%

	Legitimacy Theory
	10
	11.24%

	Stakeholders Theory
	7
	7.87%

	Trade-Off Theory 
	5
	5.62%

	Political Power Theory
	4
	4.49%

	Upper Echelon Theory
	4
	4.49%

	Positive Accounting Theory
	3
	3.37%

	Resource-Based View Theory
	2
	2.25%

	Signaling Theory
	2
	2.25%

	Balance Theory
	1
	1.12%

	Fraud Triangle Theory
	1
	1.12%

	Grabbing Hand Theory
	1
	1.12%

	Resource Dependence Theory
	1
	1.12%

	Stewardship Theory
	1
	1.12%

	Rent-Seeking Theory
	1
	1.12%



Agency Theory is the most widely applied framework in explaining the relationship between ESG pillars and tax avoidance. This dominance is highly consistent with the research focus on the Governance pillar, as Agency Theory inherently addresses the conflict of interest between management (agent) and shareholders (principal). In this context, tax avoidance practices can be viewed as a manifestation of agency conflicts or as an attempt by management to maximize its own interests. Governance proxies, such as audit committees or institutional ownership, are often hypothesized as mechanisms to mitigate this conflict.
Other theories, such as Legitimacy Theory and Stakeholder Theory, are also used quite frequently. In the ESG context, ESG disclosures and practices can be a means to achieve legitimacy (Baldini et al., 2018), which in turn can influence tax avoidance decisions. Meanwhile, stakeholder theory emphasizes that companies have a broader responsibility than just maximizing shareholder profits; they must also consider the interests of various stakeholders, which can encourage more compliant and ethical tax behavior. In this context, companies will understand that paying taxes contributes to national development and the welfare of society (Nurwanah et al., 2018). These theories are relevant for explaining the Social and Environmental pillars of ESG.
The presence of other theories with lower frequency (e.g., Trade-Off Theory, Political Power Theory, Upper Echelon Theory) indicates the diversity of theoretical perspectives used in related research. However, the dominance of Agency Theory once again confirms the strong research direction on the Governance aspect in the context of tax avoidance, hinting that agency conflict and its monitoring become the main lens in understanding this phenomenon in Indonesia.
Classification Based on Tax Avoidance Measures
A wide variety of tax avoidance measures were used in the study. Table 6 shows what measures are used in the articles studied.

Table 6. Number of Articles Based on Tax Avoidance Measures
	Type of Tax Avoidance Measure
	Number of Articles
	Percentage

	Effective Tax Rate (ETR)
	38
	56.72%

	Cash Effective Tax Rate (CETR0
	18
	26.87%

	Book Tax Differences (BTD)
	5
	7.46%

	Book Tax Gap (BTG)
	3
	4.48%

	Abnormal Book Tax Differences (ABTD)
	1
	1.49%

	Total Deferred Tax to Total Assets 
	1
	1.49%

	NPM Index
	1
	1.49%



Most studies rely on the ETR as the main proxy for measuring tax avoidance. ETR is widely used as an indicator because it is simple to calculate and interpret, representing the proportion of tax paid relative to profit before tax. CETR is also used quite frequently, offering a different perspective on tax avoidance by focusing on the cash flow basis, which may be more challenging to manipulate. Meanwhile, Book Tax Differences (BTD)-based proxies, such as Book Tax Differences and Book Tax Gap, are relatively rarely used. This preference shows the tendency of researchers to use measures that more directly reflect the tax burden paid, compared to the difference between accounting profit and fiscal profit, which may be more complex. It should be noted that the choice of tax avoidance proxies affects both the validity of the results and the comparability across studies.
Classification Based on Independent Variables (ESG Pillars)
Further analysis was conducted to identify the most frequently used independent variables in the sample articles representing the ESG pillars. Table 7 lists the independent variables along with the number and percentage of occurrences, providing an overview of the empirical focus of the research.

Table 7. Types of Independent Variables Used in the Study
	Type of Independent Variable
	Pillar
	Number of Articles
	Percentage

	Institutional Ownership
	Governance
	21
	16.28%

	Audit Committee
	Governance
	15
	11.63%

	Independent Commissioner
	Governance
	14
	10.85%

	Corporate Social Responsibility (CSR)
	Social
	13
	10.08%

	Executive Characteristic
	Governance
	12
	9.30%

	Political Connections
	Governance
	10
	7.75%

	Audit Quality
	Governance
	8
	6.20%

	Managerial Ownership
	Governance
	7
	5.43%

	Corporate Governance
	Governance
	5
	3.88%

	Management Compensation
	Governance
	5
	3.88%

	ESG Scores
	Governance
	5
	3.88%

	Gender Diversity
	Governance
	4
	3.10%

	Family Ownership
	Governance
	4
	3.10%

	Sustainability Report Disclosure
	Environmental
	2
	1.55%

	CEO Tenure
	Governance
	2
	1.55%

	Environmental Uncertainty
	Environmental
	1
	0.78%

	Transparency
	Governance
	1
	0.78%



Table 7 shows that the most prominent variable as a proxy for the ESG pillar is Institutional Ownership, followed by Audit Committee and Independent Commissioner. This finding explicitly reflects that the aspect of Governance is the focus of research in the relationship between ESG and tax avoidance in Indonesia. Various variables related to executive characteristics, political connections, and audit quality are essential indicators in the Governance pillar that are consistently considered relevant in influencing corporate tax avoidance decisions. The relatively easy availability of data for these variables, as well as the regulatory emphasis on governance aspects, likely contribute to this dominance. CSR is the only social pillar that influences tax avoidance. Nevertheless, a considerable portion of the studies, specifically 13 articles, examine the impact of CSR on tax avoidance.
Furthermore, Table 8 classifies the proxies from Table 7 into the corresponding ESG pillars (Environmental, Social, and Governance), while showing the contribution of each pillar to the total occurrence of the proxies.

Table 8. Composition of ESG Pillars Examined
	Pillar
	Number of Proxies
	Percentage
	Number of Articles
	Percentage

	Governance
	14
	82,35%
	113
	87,60%

	Social
	1
	5,88%
	13
	10,08%

	Environmental
	2
	11,76%
	3
	2,33%
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Figure 2. ESG Pillar Dominance Diagram Based on Proxy

Figure 3. ESG Pillar Dominance Diagram Based on Article


Table 8 unequivocally confirms that the Governance pillar dominates the research discourse linking ESG with tax avoidance. As much as 82,35% of the total proxies used and 87,60% of the total proxy appearances in the sample articles are related to the Governance aspect. This phenomenon indicates that researchers in Indonesia tend to highlight how corporate governance structures and mechanisms affect aggressive tax strategies. This understanding is in line with the view that emphasizes the role of strong governance in reducing opportunities for tax avoidance through increased transparency and accountability (Richardson et al., 2015), often rooted in Agency Theory.
The Social pillar comes in second place, albeit with a significant difference (5.88% of proxies and 10.08% of article occurrences). It is noteworthy that research related to social aspects still relies on one company's behavior in paying attention to social factors, namely CSR, whether it is measured through CSR Scores, CSR Index, CSR Disclosure, etc. However, this relatively small portion may stem from the fact that the CSR pillar remains the primary focus of research, while it may also reflect the complexity of quantitatively measuring social impact and the presence of contradictory findings in prior literature (Hoi et al., 2013; Yunistiyani & Tahar, 2017), which may reduce the attractiveness for further exploration.
Finally, the Environmental pillar has the smallest share (11.76% of proxies 2.33% of article occurrences). Proxies such as Sustainability Report Disclosure and Environmental Uncertainty are still rarely the focus. The lack of exploration on this pillar suggests that the relationship between corporate environmental initiatives and tax avoidance has not been deeply elaborated in Indonesia.

Research Trends	
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Figure 4. Map of the Effect of ESG Pillars on Tax Avoidance

As illustrated in Figure 4, the influence of Environmental, Social, and Governance (ESG) variables on tax avoidance practices represents a growing research domain characterized by considerable complexity. The results also reveal highly diverse and often inconsistent findings, underscoring the need for further scholarly exploration.
Among the ESG pillars, corporate governance has been the most extensively examined in the context of tax avoidance. This reflects strong academic and practitioner interest in how internal governance mechanisms shape firms’ tax management. Over time, however, the research agenda has gradually expanded to incorporate social and environmental dimensions, offering a more holistic view of how corporate sustainability commitments influence tax behavior. The inconsistencies in empirical findings have encouraged scholars to probe moderating and mediating factors, as well as contextual elements such as industry characteristics and macroeconomic conditions. This body of research has been largely anchored in Agency Theory, which remains the dominant theoretical framework.
The governance pillar encompasses a range of mechanisms to align the interests of managers (agents) and shareholders or government (principals), thereby limiting opportunistic behavior that could lead to tax avoidance. Studies commonly show that higher governance quality tends to result in less tax avoidance. Nevertheless, research shows significant variation in how specific governance measures affect a company's tax behavior.
The effect of institutional ownership on tax avoidance is particularly mixed. Some studies report no significant impact, implying that institutional investors may not yet serve as effective monitors of tax compliance, possibly because they prioritize short-term profitability over tax discipline or lack sufficient oversight strength. Other studies, however, identify either negative or positive relationships. A negative association suggests that higher institutional ownership enhances monitoring, curbing tax aggressiveness due to reputational or legal concerns. Conversely, a positive association may indicate that institutional investors encourage aggressive tax strategies to maximize returns. Notably, foreign institutional ownership is often found to reduce tax avoidance, as foreign investors tend to be more sensitive to reputational risks and legal compliance across jurisdictions.
Most studies document a negative relationship between managerial ownership and tax avoidance, although some find the opposite. The prevailing logic is that managers with significant equity stakes exercise greater caution, avoiding risky tax practices since potential losses directly affect their wealth. This aligns with Agency Theory, where managers act simultaneously as principals and agents. However, some evidence suggests no significant effect, indicating that other motivations may shape tax decisions more strongly.
Independent commissioners and audit committees as supervisory mechanisms are generally expected to reduce tax avoidance, a finding supported by much of the literature. A larger proportion of independent commissioners and more active audit committees typically enhance transparency and accountability, constraining aggressive tax practices. Nonetheless, some studies report insignificant or even positive effects. Such results may reflect the fact that in Indonesia, these roles are sometimes more symbolic than substantive, or that management still circumvents oversight. Audit committees are also scrutinized for their ability to review financial reports and internal controls, functions that should deter tax avoidance. Moreover, some evidence suggests that audit committees moderate the relationship between financial stress and tax aggressiveness, where effective committees help firms maintain compliance under pressure.
Audit quality, commonly represented by the presence of Big Four auditors, is typically linked to reduced tax avoidance since reputable and skilled auditors have the credibility and expertise to ensure compliance. Yet some studies find no significant relationship, potentially due to conflicts of interest (e.g., when auditors also provide tax consulting services) or systemic limitations within Indonesian auditing practices.
Limited research has examined transparency, but one study found that greater transparency reduces tax avoidance. By increasing public and governmental access to information, transparency reduces opportunities for aggressive tax practices.
Executive characteristics, especially risk-taking tendencies, are frequently linked to higher tax avoidance. Risk-oriented leaders may adopt aggressive tax strategies to boost profits and, consequently, their compensation. However, evidence is mixed, with some studies reporting no significant or negative associations.
Management compensation and incentive structures also yield inconsistent findings. While some studies show that sufficient incentives reduce the need for tax avoidance, others find no significant effect. These results highlight the complexity of executive motivations and their influence on tax decision-making.
The role of political connections is especially ambiguous. Some studies document a positive association, suggesting that politically connected firms may feel shielded from scrutiny or exploit privileged access to information, enabling aggressive tax avoidance. Others find a negative association, implying that such firms may prioritize compliance to preserve legitimacy with government and society. Several studies report no significant effect at all. Political connections may also moderate relationships between other governance variables and tax avoidance, adding further complexity.
Evidence regarding family-controlled firms is also inconsistent. Some studies suggest family ownership reduces tax avoidance, as families seek to safeguard their long-term reputation and legacy. Others report the opposite, indicating that families may exploit control to shift profits and reduce tax burdens, particularly in weakly monitored environments.
Most studies find no significant link between CEO tenure and tax avoidance, implying that tenure length alone does not drive tax behavior. Tax-related decisions are often collective rather than individual. However, a slight positive tendency has been observed in some contexts.
Research on executive gender diversity, particularly female representation on boards, generally finds no significant effect on tax avoidance. This suggests that tax decisions are guided more by professional expertise and organizational factors than by gender. Still, some mixed findings exist, including evidence of higher tax avoidance in firms with greater female representation, potentially reflecting adaptation to prevailing business norms or pressures to demonstrate financial performance.
Within ESG, the social pillar emphasizes a firm’s relationship with society, employees, and stakeholders, which may shape tax behavior through ethical expectations. CSR has been one of the most debated variables. Some studies report a positive association between CSR and tax avoidance, often interpreted as a form of “greenwashing”, whereby firms employ CSR disclosures to conceal aggressive tax strategies. In contrast, many studies report negative or insignificant associations, suggesting that genuinely committed CSR firms tend to comply with taxes, recognizing them as a social contribution. Importantly, disclosure quality, rather than volume, appears decisive: high-quality CSR reporting is associated with stronger tax compliance. Profitability may further reinforce this relationship, as highly profitable firms that prioritize social responsibility tend to be less likely to engage in tax avoidance.
The environmental dimension of ESG focuses on corporate ecological impact, assessed through disclosures and metrics that may influence tax behavior. Environmental uncertainty is frequently associated with higher levels of tax avoidance, as firms attempt to safeguard liquidity amid unpredictable conditions. Yet this effect may be mitigated by managerial competence: skilled managers can navigate uncertainty without resorting to aggressive tax practices. Sustainability reporting shows a similar dual role, serving as an ethical compliance indicator and a strategic communication tool for corporate image management.
Discussion and Future Research Directions
The SLR of 66 articles published from 2015 to 2025 indicates that Indonesian research on ESG and tax avoidance remains heavily concentrated on the Governance pillar. The most frequently used proxies are institutional ownership, audit committees, and independent commissioners, with Agency Theory as the dominant theoretical framework. The Social pillar is primarily represented through CSR variables, yet the empirical evidence is inconsistent, while the Environmental pillar has received only limited attention. Methodologically, most studies rely on quantitative approaches using secondary data, adopt the Effective Tax Rate (ETR) as the main proxy for tax avoidance, and focus predominantly on firms in the manufacturing sector.
These patterns highlight the inherent complexity of the ESG–tax avoidance nexus. Stronger governance structures are often associated with lower tax aggressiveness but may also enable sophisticated tax planning. Well-structured boards can simultaneously restrict opportunistic behavior and provide oversight that legitimizes efficient yet aggressive strategies, suggesting that future research should test non-linear and interaction effects. Similarly, reliance on ETR alone obscures vital distinctions, as it conflates temporary tax benefits, loss carryforwards, and legitimate tax planning. Studies employing multiple measures, such as Book-Tax Differences and CETR, demonstrate varying effect sizes, highlighting the importance of measurement pluralism.
The evidence concerning CSR disclosure further illustrates this duality. While CSR may reflect genuine social commitment that discourages aggressive tax behavior, it can also function as symbolic legitimation or “window-dressing”, masking tax aggressiveness. Distinguishing disclosure quality from quantity, and triangulating with observable outcomes such as tax penalties, audits, or environmental performance, will clarify these dynamics.
Limitations also stem from the narrow empirical scope. Sectoral bias toward manufacturing and limited data availability constrain the generalizability of findings, while the predominance of correlational designs raises endogeneity concerns. Moreover, institutional and regulatory contexts, such as enforcement effectiveness, oversight capacity, investor sensitivity, and media scrutiny, significantly shape ESG–tax interactions in Indonesia.
The findings suggest that ESG influences tax avoidance through multiple mechanisms. Governance serves as a monitoring channel that constrains managerial opportunism, whereas social and environmental commitments raise reputational costs that can deter aggressive tax practices. Yet, symbolic disclosures, resource constraints, and political connections may mitigate or facilitate tax avoidance depending on firm-specific conditions.
Overall, research on ESG and tax avoidance in Indonesia remains at an early stage, characterized by a narrow and fragmented scope. Future studies should broaden attention to the Social and Environmental pillars by employing more diverse indicators, adopting comprehensive measures of tax avoidance, and applying research designs capable of establishing causal relationships. Expanding the sectoral focus beyond manufacturing and incorporating alternative theoretical frameworks, such as Stakeholder or Institutional Theory, will enrich understanding. Furthermore, examining the role of sustainability-oriented tax regulations and institutional contexts is essential to address a fundamental question: Does ESG genuinely improve tax compliance, or does it primarily function as a legitimacy tool to obscure aggressive tax strategies?
Drawing from the SLR synthesis, several avenues for future research are identified:
1. ESG research should not rely solely on CSR disclosure. Future studies need to incorporate more diverse indicators, such as carbon emissions, energy intensity, workplace safety, community relations, and labor practices, to offer a more comprehensive insight into the ESG–tax avoidance nexus.
2. Measures of tax avoidance should be broadened through the use of Book-Tax Differences (BTD), Cash Effective Tax Rate (CETR), and abnormal accrual-based measures. In addition, longitudinal and mixed-method approaches are necessary to capture long-term dynamics and strengthen the validity of findings.
3. The dominance of the manufacturing sector needs to be balanced by expanding research to other industries, including services, technology, renewable energy, and multinational firms. Such diversification will yield more comprehensive insights and ensure greater relevance to the sustainable development and green economy agenda.
4. The limitations of Agency Theory in explaining inconsistent findings necessitate the application of other theoretical perspectives. Institutional Theory, Stakeholder Theory, and Resource Dependence Theory offer complementary lenses to enrich the understanding of the ESG–tax avoidance nexus.
5. Future research should investigate the role of emerging regulations, such as carbon taxes or green investment incentives, as potential moderating variables that may alter the direction and magnitude of the ESG–tax avoidance relationship.
6. Future studies should differentiate substantive ESG practices from symbolic initiatives. This can be achieved by assessing the quality of disclosures and triangulating them with evidence of actual corporate behavior, such as tax payments, penalties, and involvement in tax-related litigation.

5. Conclusions, Implications, and Limitations
This systematic literature review of 66 articles reveals that research on ESG and tax avoidance in Indonesia is dominated by the Governance pillar, primarily measured through institutional ownership, audit committees, and independent commissioners, with Agency Theory as the prevailing framework. The Social pillar, largely proxied by CSR, yields mixed results, while the Environmental pillar remains underexplored. Research also relies heavily on the Effective Tax Rate (ETR) and focuses mainly on the manufacturing sector.
The main implication of this study lies in mapping research trends and highlighting that the current understanding of the ESG–tax avoidance nexus remains limited. Theoretically, the review extends the application of Agency, Legitimacy, and Stakeholder theories to explain ESG and tax avoidance dynamics. Practically, it provides insights for companies to align ESG implementation with transparent tax strategies to safeguard corporate reputation and sustainability. From a policy perspective, the findings offer guidance for tax authorities in designing regulations and incentives that integrate ESG principles into tax compliance frameworks.
This study has several limitations, including its restricted scope (limited to Sinta-1 and Sinta-2 journals), the time frame (2015–2025), which excludes earlier historical contexts, the predominance of quantitative approaches using secondary data, and the concentration on the manufacturing sector. To address these limitations, future research should broaden the exploration of Social and Environmental pillars using more diverse indicators, expand the scope beyond manufacturing to other industries, employ qualitative or mixed-method approaches, and adopt theoretical perspectives beyond Agency Theory. Moreover, the moderating or mediating role of sustainability-related tax regulations and institutional contexts should also be investigated to capture the complexity of the ESG–tax avoidance nexus.
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