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Abstract
Objective — This study examines tax risk before and after the implementation period
of the tax amnesty policy in Indonesian listed companies.

Design/methodology — The method employed in this study is a quantitative
approach. The research data is in the form of information in financial statements
obtained from www.idx.co.id for 2011-2015 and 2017-2021. The population used in
this study is all companies listed on the Indonesian Stock Exchange from 2011 to 2021.
This study obtains 182 observations based on the purposive sampling method.
Hypotheses were tested using the Wilcoxon Signed Rank Test.

Results — This research concludes that there is a tax risk reduction following the tax
amnesty implementation based on cash ETR and GAAP ETR. These results indicate
that the ratio of cash tax to pre-tax income paid by companies after the tax amnesty
policy experienced a significant reduction in volatility, as well as the comparison of
corporate income tax to pre-tax income after the implementation of the tax amnesty
policy.

Research Limitations/Implications — Several sampling criteria, such as
excluding GAAP ETR and Cash ETR values that are negative and greater than 1, result
in a reduced sample size. In addition, this study only uses data from listed companies
to facilitate access to the data used in the study.

Novelty/Originality — Previous studies have focused on the causality between tax
risk, firm risk, or other predictive variables. This study tests tax risk before and after
implementing the tax amnesty policy. Thus, this study can capture the significance of
changes in the volatility of taxpayers' tax payments/ expenditures before and after the
implementation of the tax amnesty in Indonesia.
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1. Introduction

The government continues to pursue national development to improve its
citizens' welfare. The government needs adequate development funds (Ashiedu et al.,
2022; Ernawati et al., 2022; Ohiomu & Oluyemi, 2019). The government seeks to
increase domestic government revenue through taxation as the primary source of
government finance. As an essential government activity, tax collection is an absolute
necessity (Enahoro & Olabisi, 2012; Eubank, 2012). In some modern countries, taxation
has become a sine qua non (absolute requirement) for improving state finances
(Streeck, 2014; Tcherneva, 2016). The benefit approach is used to regulate tax
collection. This approach supports the state in collecting taxes that can be imposed in
the sense of having coercive authority. This benefits approach is based on the state
creating benefits enjoyed by all citizens living in the state, so the state has the authority
to collect taxes from the people by force (Alao et al., 2015; Elmi et al., 2015; Pandu et
al., 2021).
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A large amount of liquid and non-liquid assets held by Indonesians outside the
country's borders is one of the issues in taxation. These assets will increase the country's
liquidity and expand the national economy. The owners do not declare some assets
outside Indonesia in their annual income tax returns. It has tax implications, as it is
deemed undeclared income and, therefore, is subject to penalties. This condition is one
of the causes why the owners of these assets are reluctant to return or repatriate them
and put them into economic activity (E. W. Said, 2017; L. Said, 2018; Wardhana et al.,
2018). Assets abroad are difficult to trace for several reasons (Boucht, 2019). In
addition, an inseparable activity of the shadow economy is saving money in a country
to avoid taxes because the underground economy is a segment of economic activity
deliberately disguised to avoid paying taxes (Li, 2020; Rahimi, 2021). There are usually
underground economic activities in all developed and developing countries, including
Indonesia. The shadow economy, often called the cash economy, is usually assessed by
the value of the economy created concerning the gross domestic product (GDP)
(Koufopoulou et al., 2019; Medina & Schneider, 2021; Silalahi, 2022). Of course, this
will lead to difficulties in collecting taxes on the income from these assets; it may lead
to tax avoidance schemes and cause damage to Indonesia (Ibrahim et al., 2018; E. W.
Said, 2017; Setyorini et al., 2019). In this context, the Indonesian government passed
the Indonesian Tax Amnesty Law in 2016. In this case, the tax amnesty law is expected
to reduce the problem of unidentified national assets and the underground economy.

The Tax Amnesty Law is intended to protect Indonesian citizens willing to
transfer and disclose their assets in exchange for a tax amnesty (Mansyuroh, 2018; E.
W. Said, 2017). This policy aims to increase the public's compliance with the voluntary
payment of taxes and encourage people to register as taxpayers to pay their taxes
(Inasius et al., 2020; Mehmet, 2015; Sayidah & Assagaf, 2019). This policy is expected
to increase the taxes and those taxes to pay (Pratami et al., 2017; Ragimun, 2011;
Wahyudi & Arditio, 2018). The tax object can increase the number of taxpayers, while
the tax subject can be a foreign refund. In addition to increasing the number of
taxpayers, the 2016 Tax Amnesty is expected to increase the revenue potential of the
state budget both in 2016 and in subsequent years, making the state budget more
sustainable. The tax amnesty policy can also support the government's efforts to
improve economic conditions, development, unemployment, poverty, and inequality
(Insan & Maghijn, 2018; Kusumawati & Sawarjuwono, 2019).

Moreover, the risk of Indonesia not achieving its tax revenue targets can be at
least reduced by the expected increase in tax compliance from the program. On the
other hand, the volatility due to aggressive tax planning and the tendency of tax
avoidance behavior will continue to make it difficult for the government to achieve the
tax revenue target in the future. This condition can be referred to as tax risk. As defined
by Hutchens & Rego (2015), tax risk is a measure used to capture the tax uncertainty
that creates various costs for the firm, including compliance, enforcement, operational,
and reputational costs that can affect the present and future of the firm.

An uncontrollable tax risk can lead to a reduction in the company's tax
obligations to the government. Government-regulated tax amnesties may also increase
the transparency of company information to various stakeholders, including
shareholders. The existence of an information asymmetry between managers and
shareholders may favor managers in adopting specific policies that benefit managers.
The existence of a tax amnesty is expected to allow managers to be more transparent in
presenting information related to the fulfillment of their tax obligations. Tax avoidance
by managers is not always in the interests of shareholders. Managers may have certain
motives for engaging in tax avoidance activities. These policies, which may be
implemented unilaterally by managers, may lead to instability in fulfilling corporate tax
obligations to the government, which may encourage tax risk and result in losses for
shareholders.
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Previous studies testing tax risk before and after tax amnesty policies are rare.
Hutchens & Rego (2015) tested tax risk on firm value, while Hutchens & Rego (2015)
performed a test of firm risk. In another test, tax risk was used as a moderating variable
to test tax avoidance on firm value (Irawan & Turwanto, 2020). Irawan & Turwanto
(2020) found that tax amnesty policies are associated with a favorable relationship
between tax risk and firm value. The presence of tax risk moderates the relationship
between tax avoidance and firm value. It is impossible to isolate the presence of tax risk
from tax avoidance. Irawan & Turwanto (2020) suggested that tax amnesty can backfire
on Indonesia's tax authority. Tax amnesty can harm taxpayers who have complied and
fulfilled their tax obligations without waiting for the tax amnesty policy, namely in the
form of a decrease in compliance and an increase in tax avoidance activities. A tax
amnesty should have the effect of a reduction in tax risk, as taxpayers will be more
compliant with tax rules. However, if there is an opposite result, there should be a
rethink about whether the next tax amnesty should be in place.

This study examines the effect of tax amnesty policies on the volatility of tax
payments/expenses as a proxy for firm-level tax risk. While previous research has
focused on the causality between tax risk and firm risk or other predictive variables
(Hutchens & Rego, 2015; Irawan & Turwanto, 2020), this study tests tax risk before and
after implementing the tax amnesty policy. This study provides several contributions to
Indonesia's accounting literature and tax policy recommendations. First, this study can
capture the significance of changes in the volatility of taxpayers' tax payments/
expenditures before and after the implementation of the tax amnesty in Indonesia.
Second, tax authorities can use this research to formulate other taxpayer compliance
policies to open up similar policy opportunities and alternatives.

The article is structured into five sections. Section two, theoretical review and
hypothesis development, will scrutinize related literature to frame a theoretical
construct. The literature review will then craft hypotheses germane to this study based
on pre-existing theories. Section three, research methods, will explain the sample
selection method utilized in this study and the operationalization of variables. The
technical details and reasoning behind each methodological decision will be outlined to
guarantee data validity and reliability. The fourth section will interpret the data
statistics, making comparisons to previous studies for coherence and deviations.
Finally, the fifth section will summarise the findings, outline research limitations, and
present theoretical and practical implications of interest in taxation.

2. Literature Review, Theoretical Framework, and Hypothesis
Development

Agency theories are based on the delegation of authority from stockholders
(principals) to executives (agents) for the conduct of business (Jensen & Meckling,
1976). Managers, who should act as an extension of shareholders, do not necessarily
align their interests with those of shareholders (Davis et al., 1997; Zogning, 2017).
Shareholders are looking for the highest possible return on their investment in the firm,
while managers are looking for the highest possible compensation (Demsetz, 1983). To
optimize their own goals, managers may make decisions that are not in the best
interests of shareholders, leading to agency problems (Jensen & Meckling, 1976). One
form of the application of agency theory is tax avoidance. According to Putra et al.
(2018), in this agency theory, the principals want the managers to minimize the tax
burden by creating a scheme that minimizes the profit earned. In the practice of the
agency theory, the managers will look for ways to use the valuation schemes of assets,
liabilities, capital, income, and costs that are not in conflict with the applicable tax
regulations.

Tax risk is the combined risk of economic risk, the uncertainty of the tax law,
and inaccurate information processing. Economic risk is the range of possible outcomes
or results from an investment (e.g., Faccio et al., 2011; Guenther et al., 2017; John et al.,
2008). Inaccurate information processing may be due to accounting system failures,
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poor management, poor monitoring, or poor decisions. Economic risk, tax law
uncertainty, and inaccurate information processing can arise from any business
activity, not just tax avoidance activities. These factors create tax risk because they
create predictable and unpredictable uncertainty about future tax outcomes.
Predictable uncertainty occurs when it is possible to estimate possible future tax results,
whereas unanticipated uncertainty occurs when the unique nature of the situation
makes it very difficult to estimate possible future tax results (Keynes, 1937; Knight,
1921). Overall, as the predictable and unpredictable uncertainties inherent in the three
sources of tax risk are reflected in business transactions or activities, firm-specific tax
risk increases.

Tax risk reflects how a firm can maintain its tax position over time, while tax
avoidance is the application of tax rules that reduce corporate income tax payments
(Guenther et al., 2013). As tax avoidance increases, so does tax risk. Firmansyah &
Muliana (2018) investigated the impact of tax avoidance and tax risk on corporate risk.
The results of this study revealed that tax avoidance and tax risk do not affect corporate
risk. On the other hand, according to Mangoting et al. (2021), there is a positive
relationship between tax avoidance and tax risk. Tax risk affects tax avoidance because
it involves uncertainty about future tax outcomes. This finding may be due to poor tax
planning within the company or an increase in tax control by the Directorate General of
Taxes to increase Indonesia's revenue sources.

Meanwhile, research by Irawan & Turwanto (2020) found empirical evidence
that tax risk moderates the relationship between tax avoidance and firm value. Chen
(2021) further finds that more standardized territorial systems have higher levels of the
rule of law and governance. The implication is that business transaction costs and risks
will be low, and the tax policy and implementation transparency will be high.
Companies can better anticipate future tax policy changes to carry out appropriate tax
management in advance to deal with possible risks and reduce future tax volatility,
thereby reducing tax risk.

Effective tax management can play an essential role in enhancing shareholder
wealth. However, aggressive tax planning, or even tax avoidance, can lead to a
deterioration of the company's brand image in the eyes of investors. Managers need to
engage in good tax planning to avoid volatility in tax payments so that tax payments
cannot be estimated. The uncertainty in future tax payments is often associated with
tax risk. According to Guenther et al. (2017), tax risk differs from tax aggressiveness and
tax avoidance. The concept of tax risk reflects more on the ability of the company to
maintain its tax position over time. Several reasons can cause tax payments that tend to
change, such as changes in tax regulations, economic conditions, the company's ability
to maintain investments, and others (Guenther et al., 2013; Ojong et al., 2016; Olufemi
et al., 2018). An example of a tax scheme that affects tax payments is the tax amnesty
scheme. In the short run, participation in this scheme has ransom payment
consequences that may increase the firm's tax burden. In the long run, companies
should be better able to estimate their tax payments, as compliance and disclosure will
encourage managers to avoid engaging in more aggressive tax planning. As a result, the
uncertainty of tax payments on the part of taxpayers and the government can be
minimized, so tax risk should decrease after taxpayers participate in the tax amnesty
program.

Hi. There is a reduced tax risk following the tax amnesty period compared to
before the tax amnesty period.

3. Research Method

The data employed in this study is secondary data in the form of audited
financial statements available on the website www.idx.co.id or through the official
website of the respective company. The sample in this study consisted of all companies
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listed on the Indonesia Stock Exchange. The sample is drawn using the purposive
sampling method, where the selection of elements to be included in the sample is made
deliberately to meet the criteria used, with a record that the sample is sufficiently
representative of the population. The criteria used in sampling are as follows:

Criteria Number

Companies listed on 1 November 2022 on the Indonesia Stock Exchange 810
Companies listed after 1 January 2011 (426)
Companies that have negative earnings (losses) during the period (232)
2011-2021
Companies with Cash ETR and GAAP ETR > 1 and GAPP ETR < 0 (36)
Incomplete company data (25)
The number of companies that can be used in research 91
Test period 2

Total sample 182

Previous studies, such as Hutchens & Rego (2015), Irawan & Turwanto (2020),
and Guenther et al. (2013), employed the standard deviation of the cash ETR for five
years to measure tax risk. Before the tax amnesty policy was enacted, tax risk was
measured from 2011 to 2015. Meanwhile, tax risk after the enactment of the tax amnesty
policy is measured from 2017 to 2021. A high standard deviation indicates a high level
of tax risk. Conversely, a low standard deviation indicates a low tax risk level. Below is
a formula for calculating tax risk based on cash ETR.

cash tax paid
Cash ETR =

total pre — tax accounting income

t_,(Cash ETR;, — Cash ETR)”
n—1

Tax Risk — Before TAcash gTR;, = J

3¢, ,(Cash ETR;, — Cash ETR)"
n—1

Tax Risk — After TAcash ETR;, = \/

In this study, a sensitivity test was performed with the addition of a proxy for
tax risk, namely the standard deviation of GAAP ETR over five years. Cash ETR is
calculated by dividing cash taxes paid by profit before tax, while GAAP ETR is calculated
by dividing income tax expense in the income statement by profit before tax. The
difference between Cash ETR and GAAP ETR is in the numerator of the formula. In
Cash ETR, the cash tax paid is calculated by adjusting the income tax expense by the
income tax payable. Below is a formula for calculating tax risk based on GAAP ETR.

income tax expense
GAAP ETR =

total pre — tax accounting income

Yt ,(GAAP ETR;; — GAAP ETR)?
n—1

Tax Risk — Before TAGAAP ETR;¢ = \/

t+4(GAAP ETR;; — GAAP ETR)?
n—1

Tax RlSk - After TAGAAP ETRj; = \]

Specifically, the researchers separate the tax risk before and after implementing
the tax amnesty policy in Indonesia to conduct statistical tests. The reference year for
calculating tax risk is the value of t in the tax risk formula above. In the tax risk formula
before the tax amnesty, the reference year is 2015. Therefore, the values of t — 1,t —
2,t —3,and t — 4 are from 2014, 2013, 2012, and 2011 respectively. In the post-amnesty
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tax risk formula, the reference year is 2017, so the valuesof t + 1,t + 2,t + 3,and t + 4
are 2018, 2019, 2020, and 2021, respectively.

The statistical tests are carried out by testing the tax risk before and after the
tax amnesty policy in Indonesia. In the stages of testing, partial tests are used for the
research variables with the paired samples t-test. This study's significance level or alpha
value is 0.05 or 5%. This hypothesis testing uses paired samples t-tests because it is
based on the accuracy of the research model. The t-test is used to evaluate specific
treatments on the same sample in two periods observed, namely before and after the
treatment. The specific treatment in this study is the 2016 tax amnesty policy in
Indonesia.

4. Results and Discussion

The results of the statistical tests show that the average value of tax risk before
the tax amnesty policy was enacted was 0.30156 in the case of the Cash ETR proxy and
0.25366 in the case of the GAAP ETR. The average tax risk is 0.10110 for the Cash ETR
proxy and 0.05209 for the GAAP ETR after the tax amnesty policy is enacted. The
median values of tax risk for cashETR and GAAPETR are 0.27672 and 0.25108,
respectively, before the tax amnesty and 0.07179 and 0.03047 after the tax amnesty.
The maximum value of tax risk based on Cash ETR and GAAP ETR before the tax
amnesty policy was 0.98099 and 0.63395, respectively, but after the tax amnesty policy,
there was a difference in the maximum value of tax risk was 0.39083 for Cash ETR and
0.36692 for GAAP ETR. It shows that the maximum value for the volatility of Cash ETR
and GAAP ETR is higher before the tax amnesty period than after the tax amnesty
period. The highest value of tax risk based on Cash ETR and GAAP ETR before the tax
amnesty policy period is PT Astra Agro Lestari (AALI) and PT Bumi Citra Permai (BCIP)
respectively, while the highest value for Cash ETR and GAAP ETR after the tax amnesty
policy period is BCIP.

Tax Risk Based g::eﬁl(s)l:l Tax Risk Based g::elfll(s)l;
Statistics N onB(:}lel‘e TE;I‘R Cash — ETR ™ l(a}é'ﬁfe TETR GAAP — ETR
After TA After TA
Mean o1 0.30156 0.10110 0.25366 0.05209
Median 91 0.27672 0.07179 0.25108 0.03047
Std. Dev 91 0.19523 0.08661 0.11702 0.06511
Min 91 0.00000 0.0000 0.00024 0.00000
Max 91 0.98099 0.39083 0.63395 0.36692

Normality Test

The normality test determines whether or not data is normally distributed. If
the p-value level is > 0.05, then the data is normally distributed, but if the p-value level
is <0.05, it can be concluded that the data distribution is abnormal (Ahad et al., 2011;
Quraisy, 2020). The classic assumption tests used to determine data normality are the
Kolmogorov-Smirnov and Shapiro-Wilk statistical tests. The overall data normality test
results are presented in Table 2 (data before the tax amnesty program) and Table 3 (data
after the tax amnesty program). Based on the statistical test results in Tables 1 and 2,
the Asymp. Sig. (2-tailed) The total tax risk variable with the cash ETR proxy and the
GAPP ETR proxy before and after the tax amnesty policy shows a value between 0.000
and 0.001. This value is below 0.05, meaning the total tax risk variable with the Cash
ETR and GAAP ETR proxies is not normally distributed. Based on the normality test
results, the tool used in the different tests is the Wilcoxon Signed Rank Test, which is a
non-parametric test because the data of the variables to be tested are not normally
distributed.
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Kolmogorov-Smirnova Shapiro-Wilk

Variable Statistic df  Sig. Statistic df  Sig.
Tax Risk Based on CETR 0.128 91  0.001 0.929 91  0.000
Tax Risk Based on GAAP ETR  0.199 91  0.000 0.888 91  0.000

Variable Kolmogorov-Smirnova Shapiro-Wilk

Statistic  df Sig. Statistic df Sig.

Tax Risk Based on CETR 0.167 91  0.000 0.836 91  0.000
Tax Risk Based on GAAP ETR  0.245 91  0.000 0.644 91  0.000
Difference Test

The summary of the hypothesis testing results based on the Wilcoxon paired t-
test is presented in Table 5. Based on Table 5 for hypothesis testing, it is known that the
tax risk variable with the Cash ETR proxy and in the period before and after the tax
amnesty policy has Asymp. Sig. (2-tailed) of 0.000. It means that the value is below the
significance level of 0.05. The value below significance means a difference in tax risk
before and after the tax amnesty policy. The negative rank indicates a decrease in the
value of tax risk after the tax amnesty law was passed.

Z Asymp. Sig. (2-tailed)
CashETR:;; — CashETR, -7.518" 0.000
GAAPETR:.; — GAAPETR, -8.173" 0.000
“Based on positive ranks.
Ranks N — Cash ETR N — GAAP ETR
Negative Ranks 821 862
After - Before Positive Ranks 8b 5°
Ties 1¢ (o
Total 91 91

a. After < Before
b. After > Before
c. After = Before

The hypothesis testing result suggests that the tax risk based on Cash ETR
decreased after the tax amnesty policy period. Based on the sensitivity test, the tax risk
based on GAAP ETR decreased after the tax amnesty period compared to before the tax
amnesty period. Cash ETR-based tax risk means that the volatility of tax avoidance or
tax aggressiveness is measured by the ratio of cash taxes paid to pre-tax profit, while
GAAP ETR is obtained by dividing the income tax expense in the income statement by
pre-tax profit. The reduced volatility of Cash ETR before and after the tax amnesty
means that the ratio of the cash tax paid to the company's pre-tax income is more stable
than before the tax amnesty policy. Meanwhile, on the GAAP ETR proxy, the corporate
tax to pre-tax income ratio is also more stable after the tax amnesty.

The reduction in the volatility of the GAAP ETR proxy when the after-tax
amnesty policy is enacted has several consequences. For companies, a reduction in the
volatility of the tax burden on the government makes the number of dividends paid to
shareholders more predictable in the future. Income tax expense, as one of the costs
that can reduce net income, will become more predictable each year as a result of the
reduction in the volatility of tax expense. Although this measure is not the only one used
by shareholders to predict shareholder welfare from dividend payments, shareholders
can consider this information when making investment decisions. Investors and
potential investors may consider companies with lower GAAP ETR volatility as an
indicator for investment decisions compared to companies with high GAAP ETR
volatility.

247

Table 3.
Normality Test
Results Before
the Tax Amnesty
Program

Table 4.
Normality Test
Results After the
Tax Amnesty
Program

Table 5.

The Summary of
Hypothesis Test
Results

Table 6.
Wilcoxon Signed
Ranks Test



JAROE
VOL. 6(3)

248

On the other hand, too high GAAP ETR volatility can lead to a deterioration in
the quality of the public's assessment of the company's management. Managers are seen
as failing to manage the company by maintaining the ratio of tax expense to pre-tax
profit each year. This information is perceived as bad news by shareholders. Effective
tax management can be reflected in a GAAP ETR with low year-to-year variability,
allowing managers to mitigate tax risk. After a tax amnesty, the value of GAAP ETR is
empirically less volatile than before the tax amnesty. This phenomenon is a positive
signal for investors, reflecting the value of future dividends.

The Indonesian government's tax amnesty policy's provisions also impact
individual companies' accounting books. Based on the Minister of Finance's Regulation
No. 118/PMK.03/2016 on the Implementation of Law No. 11 the Year 2016 on Tax
Amnesty, it is stated that taxpayers who participate in the tax amnesty and are required
to perform accounting following the provisions of the Law on General Provisions and
Tax Procedures, they must record the difference between the net asset value submitted
in the Declaration Letter minus the net asset value that the company is required to
report to the government as an addition to the retained earnings balance in the balance
sheet. If the additional assets disclosed in the Declaration Letter are intangible, the
company cannot depreciate them for tax purposes. However, if the additional assets
disclosed in the declaration are tangible, the company cannot amortize the tangible
assets for tax purposes (Kusmantoro, 2018; Miniawati et al., 2018). This provision also
indirectly affects the company's GAAP ETR and cash ETR values each year. In
commercial accounting, depreciation and amortization expenses will always appear
after the tax amnesty disclosure period. However, according to the accounting books
recognized by the tax regulations in Indonesia (fiscal), these expenses cannot be
recognized. It will make the value of the pre-tax profit according to commercial and tax
accounting have a different value due to a permanent difference, so a different income
tax expense will be obtained based on commercial and tax accounting profit. Although,
in principle, this will undoubtedly add to the company's agenda to do better tax
planning, the impact of the tax amnesty policy setting makes the value of tax risk
volatility more manageable. Maintaining the value of tax risk after the tax amnesty is in
line with the findings of Chen's research (2021), which stated that the stronger the
supervision of the tax authorities, the lower the tax risk, although in this case, better tax
planning will have to be done.

The findings of this study demonstrate that the tax risk associated with Cash
ETR declines following the implementation of the tax amnesty policy period. The use of
Agency Theory, which elucidates the relationship between executives (agency) and
shareholders (principal business) (Jensen & Meckling, 1976), may provide a framework
for comprehending these results. It should be noted that managers, who are expected
to act in the interests of shareholders, may have varying objectives to those of the
shareholders, as Zogning (2017) argued. In the context of tax risk and tax avoidance,
Putra et al. (2018) noted that principals desire tax burden reduction via profit-
minimizing schemes. Concerning Agency Theory, managers can opt for valuation
schemes that comply with relevant tax regulations while simultaneously raising tax risk.
As Keynes (1937) and Knight (1921) defined, tax risk comprises economic uncertainty,
tax law uncertainty, and inaccurate information processing. Previous studies, including
those by Firmansyah & Muliana (2018) and Mangoting et al. (2021), have investigated
the correlation between tax avoidance and tax risk, yielding diverse outcomes.

Upon examining the effects of the tax amnesty policy on GAAP ETR, businesses
experience less instability in their tax obligations post-amnesty. It is consistent with the
notion that managers may have altered their approaches to ensure greater adherence to
tax regulations following amnesty, as discovered by Chen (2021). In the Indonesian
context, Irawan & Turwanto (2020) and Chen (2021) suggested that firms can improve
tax planning to lower future tax volatility, reducing tax risk. These findings offer more
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empirical evidence on the correlation between tax risk, tax avoidance, and Agency
Theory, specifically within the tax amnesty policy context. It is critical for shareholders,
managers, and policymakers to comprehend these dynamics for making informed
decisions on tax management and planning (Guenther et al., 2017; Ojong et al., 2016;
Olufemi et al., 2018).

5. Conclusion, Implication and Limitations

A large amount of liquid and non-liquid assets held by Indonesians outside the
country's borders is one of the issues in taxation. The disclosure of these assets would
positively impact domestic liquidity and the country's economic expansion. One of the
policy measures that can be used to encourage the disclosure of these assets by
taxpayers is the policy of tax amnesty. Tax amnesty policies increase compliance with
tax obligations and meet the state's financial needs. The volatility of taxpayers'
compliance with tax obligations is expected to decrease due to tax amnesty. An unstable
fulfillment of companies' tax obligations to the government may encourage greater tax
risk, resulting in losses to be borne by the management, the shareholders, and the
government. The objective of this study is to capture the difference in tax risk based on
cash ETR and GAAP ETR before and after the enactment of the tax amnesty policy. The
results of the hypothesis testing show that after the enactment of the tax amnesty policy,
there is a decrease in the tax risk based on both the cash ETR and the GAAP ETR. These
results imply that the ratio of cash tax to pre-tax income paid by firms after the
enactment of the tax amnesty policy has significantly reduced the volatility and the ratio
of corporate income tax to pre-tax income after the enactment of the tax amnesty policy.

For the government, the fluctuating values of GAAP ETR and cash ETR will
challenge forecasting tax revenues and tax ratios each year. The existence of a tax
amnesty can empirically reduce the tax risk so that excessive fluctuations in the tax risk
can be suppressed. In this case, the expected tax compliance after the tax amnesty looks
better than before the tax amnesty. In this case, the challenge for the government is to
formulate a fair tax enforcement policy. Taxpayers who do not participate in the tax
amnesty program are expected to be monitored more closely to ensure the same justice
as taxpayers who participate in the program. As for the company, the increased value of
tax risk will negatively impact public confidence in management. It will discourage
investors and reduce the company's value in the public's eyes. Therefore, the company's
management is expected to maintain the GAAP ETR and Cash ETR ratios so they do
not fluctuate too much.

This study has several limitations. The existence of several sampling criteria,
such as the exclusion of GAAP ETR and Cash ETR values that are negative and greater
than 1, results in a reduced sample size. In addition, this study only uses data from listed
companies to facilitate access to the data used in the study. Future research can use data
from unlisted companies to increase the number of research samples. In addition,
future research can use data from other state-owned enterprises with similar programs
to compare the test results with this research. Using new tax risk proxies is also expected
to provide a new picture.

References

Ahad, N. A,, Yin, T. S., Othman, A. R., & Yaacob, C. R. (2011). Sensitivity of normality
tests to non-normal data. Sains Malaysiana, 40(6), 637-641.
https://www.researchgate.net/publication/286998187_Sensitivity_of Normalit
y_Tests_to_Non-normal_Data

Alao, A. A,, Sadiq, M. O., Moshood, A. H., & Olayinka, L. (2015). Nigerian tax system
and policy defectiveness: How relevant is Warren Buffett theory. Research Journal
of Finance and Accounting, 6(20), 63-75.
https://iiste.org/Journals/index.php/RJFA/article/view/26312

Ashiedu, I. P., Okafor, T. G., Amahalu, N. N., & Obi, J. C. (2022). Effect of tax revenue
on national development of Nigeria. International Journal of Advanced Academic

249

Does Tax
Amnesty
Reduce Tax
Risk in
Indonesia?



250

JAROE
VOL. 6(3)

Research, 8(1), 50—64. https://www.ijaar.org/articles/v8n1/ijaar-v8ni-Jan22-
p8180.pdf

Boucht, J. (2019). Asset confiscation in Europe—past, present, and future challenges.
Journal of Financial Crime, 26(2), 526—548. https://doi.org/10.1108 /JFC-04-

2018-0043 1.
Chen, W. (2021). Tax risks control and sustainable development: evidence from China.
Meditari Accountancy Research, 29(6), 1381—-1400.

https://doi.org/10.1108/ MEDAR-05-2020-0884

Davis, J. H., Schoorman, F. D., & Donaldson, L. (1997). Toward a stewardship theory of
management. Academy of Management Review, 22(1), 20—47.
https://doi.org/10.5465/amr.1997.9707180258

Demsetz, H. (1983). The structure of ownership and the theory of the firm. The Journal
of Law and Economics, 26(2), 375—390. https://www.jstor.org/stable/725108

Elmi, M. A., Evans, K., & Tirimba, O. I. (2015). Relationship between tax compliance
barriers and government’s revenue generation at gobonimo market in Somaliland.
International Journal of Business Management & Economic Research, 6(6),
380—-399.
http://www.ijbmer.com/docs/volumes/vol6issue6/ijbmer2015060607.pdf

Enahoro, J. A., & Olabisi, J. (2012). Tax administration and revenue generation of Lagos
State Government, Nigeria. Research Journal of Finance and Accounting, 3(5),
133-1309. https://www.eldis.org/document/A102469

Ernawati, W., Aziz, A., & Mualimin, J. (2022). Analysis of factors affecting state revenue
receipts from the taxation sector. Journal of Finance and Business Digital, 1(3),
157—-170. https://doi.org/10.55927/jfbd.v1i3.1316

Eubank, N. (2012). Taxation, political accountability and foreign aid: Lessons from
Somaliland.  Journal of Development Studies, 48(4), 465—480.
https://doi.org/10.1080/00220388.2011.598510

Faccio, M., Marchica, M.-T., & Mura, R. (2011). Large shareholder diversification and
corporate risk-taking. The Review of Financial Studies, 24(11), 3601—3641.
https://doi.org/10.1093/rfs/hhro6s

Firmansyah, A., & Muliana, R. (2018). The effect of tax avoidance and tax risk on
corporate risk. Jurnal Keuangan Dan Perbankan, 22(4), 643—656.
https://doi.org/10.26905/jkdp.v22i4.2237

Guenther, D. A., Matsunaga, S. R., & Williams, B. M. (2013). Tax avoidance, tax
aggressiveness, tax risk and firm risk. http://rybn.org/thegreatoffshore/THE
GREAT OFFSHORE/7.RESOURCES/ACADEMIC PAPERS/TAX
AVOIDANCE/Tax Avoidance, Tax Aggressiveness, Tax Risk and Firm Risk.pdf

Guenther, D. A., Matsunaga, S. R., & Williams, B. M. (2017). Is tax avoidance related to
firm risk? Accounting Review, 92(1), 115—136. https://doi.org/10.2308/accr-
51408

Hutchens, M., & Rego, S. (2015). Does greater tax risk lead to increased firm risk?
https://doi.org/10.2139/ssrn.2186564

Ibrahim, M. A., Myrna, R., Irawati, I., & Kristiadi, J. B. (2018). Tax policy in Indonesian
energy sectors: An overview of tax amnesty implementation. International
Journal of Energy  Economics and  Policy, 8(4), 234—236.
https://www.econjournals.com/index.php/ijeep/article/view/6490

Inasius, F., Darijanto, G., Gani, E., & Soepriyanto, G. (2020). Tax compliance after the
implementation of tax amnesty in Indonesia. SAGE Open, 10(4), 1-10.
https://doi.org/10.1177/2158244020968793

Insan, I. H., & Maghijn, T. N. (2018). Penerapan pengampunan pajak (tax amnesty) di
Indonesia berdasarkan undang-undang nomor 11 tahun 2016 beserta
permasalahannya. Pakuan Law Review, 4(2), 242-311.
https://doi.org/10.33751/palar.v4i2.884



www/http/jurnal.usk.ac.id/JAROE

Irawan, F., & Turwanto, T. (2020). The effect of tax avoidance on firm value with tax
risk as moderating variable. Test Engineering and Management, 83(March-
April), 9696-9707.
https://www.testmagzine.biz/index.php/testmagzine/article/view/5365/4340

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior,
agency costs and ownership structure. Journal of Financial Economics, 3(4), 305—
360. https://doi.org/10.1016/0304-405X(76)90026-X

John, K., Litov, L., & Yeung, B. (2008). Corporate governance and risk-taking. The
Journal of Finance, 63(4), 1679-1728. https://doi.org/10.1111/j.1540-
6261.2008.01372.xX

Keynes, J. M. (1937). The general theory of employment. The Quarterly Journal of
Economics, 51(2), 209—223. https://www.jstor.org/stable/1882087

Knight, F. H. (1921). Risk, uncertainty and profit. Houghton Mifflin.
https://fraser.stlouisfed.org/files/docs/publications/books/risk/riskuncertainty
profit.pdf

Koufopoulou, P., Williams, C. C., Vozikis, A., & Souliotis, K. (2019). Shadow economy:
definitions, terms & theoretical considerations. Advances in Management and
Applied Economics, 9(5), 35—-57.
http://www.scienpress.com/Upload/AMAE%2FVol 9_5_3.pdf

Kusmantoro, G. (2018). Pengampunan pajak dan regulasinya di Indonesia. Jurnal
Hukum Positum, 3(2), 41—63. https://doi.org/10.35706/positum.v3i2.2892

Kusumawati, L., & Sawarjuwono, T. (2019). Individual taxpayers compliance in policy
of post tax amnesty program: phenomenology study. International Journal of
Advances in Scientific Research Ang Engineering, 5(5), 28-43.
https://ijasre.net/index.php/ijasre/article/view/246

Li, Y. (2020). Research on the relationship between bank card payment and tax loss of
underground economy. World Scientific Research Journal, 6(3), 126—135.
https://doi.org/10.6911/WSRJ.202003_6(3).0016

Mangoting, Y., Yuliana, O. Y., Effendy, J., Hariono, L., & Lians, V. M. (2021). The effect
of tax risk on tax avoidance. Jurnal Keuangan Dan Perbankan, 25(3), 570—584.
https://doi.org/10.26905/jkdp.v25i3.5629

Mansyuroh, F. A. (2018). Sharia law of tax amnesty in perspective of the south
Kalimantan Muslim economists. Syariah: Jurnal Hukum Dan Pemikiran, 18(2),
140—166. https://doi.org/10.18592/sy.v18i2.2220

Medina, L., & Schneider, F. (2021). The evolution of shadow economies through the
21st century. In The Global Informal Workforce: Priorities for Inclusive Growth,
International ~ Monetary  Fund, @ Washington @ DC  (pp. 10-69).
https://www.elibrary.imf.org/display/book/9781513575919/ch002.xml

Mehmet, N. A. R. (2015). The effects of behavioral economics on tax amnesty.
International Journal of Economics and Financial Issues, 5(2), 580-589.
https://www.econjournals.com/index.php/ijefi/article/view/1044

Miniawati, T., Barusman, A. R. P., Rizal, S., & Cahyadi, D. (2018). Perancangan teknik
dan prosedur pemeriksaan pajak atas harta wajib pajak yang mengikuti program
pengampunan pajak sesuai Undang-Undang Nomor 11 Tahun 2016. Jurnal
Akuntansi Dan Keuangan, 9(1), 9—20.
https://garuda.kemdikbud.go.id/documents/detail /1824442

Ohiomu, S., & Oluyemi, S. A. (2019). Resolving revenue allocation challenges in Nigeria:
Implications for sustainable national development. The American Economist,
64(1), 142—153. https://doi.org/10.1177/056943451877532

Ojong, C. M., Anthony, O., & Arikpo, O. F. (2016). The impact of tax revenue on
economic growth: Evidence from Nigeria. IOSR Journal of Economics and
Finance, 7(1), 32—38. https://www.iosrjournals.org/iosr-jef/papers/Vol7-
Issue1/Version-1/D07113238.pdf

Olufemi, A. T., Jayeola, O., Oladele, A. S., & Naimot, A. O. (2018). Tax revenue and
economic growth in Nigeria. Scholedge International Journal of Management &

251

Does Tax
Amnesty
Reduce Tax
Risk in
Indonesia?



JAROE
VOL. 6(3)

252

Development, 5(7), 72—85. https://doi.org/10.19085/journal.sijmdo50701

Pandu, A. H., Hamad, A. U., & Yussuf, S. (2021). Challenges affecting Zanzibar revenue
board effectiveness on tax collection: an evaluative study. IOSR Journal of
Economics and Finance, 12(2), 32—38. https://www.iosrjournals.org/iosr-
jef/papers/Vol12-Issue2/Series-4/D1202043238.pdf

Pratami, N. A., Hartono, S., & Kustiyah, E. (2017). Pengaruh kebijakan, kesadaran,
pelayanan dan informasi tax amnesty terhadap kepatuhan wajib pajak pada KPP
Pratama Surakarta. Jurnal Ekonomi Dan Kewirausahaan, 17(2), 300—307.
https://ejurnal.unisri.ac.id/index.php/Ekonomi/article/view/1669/

Putra, P. D., Syah, D. H., & Sriwedari, T. (2018). Tax avoidance: Evidence of as a proof
of agency theory and tax planning. International Journal of Research & Review,
5(9), 52-60.
https://www.ijrrjournal.com/IJRR_Vol.5_Issue.9_Sep2018/IJRR008.pdf

Quraisy, A. (2020). Normalitas data menggunakan uji kolmogorov-smirnov dan
saphiro-wilk: studi kasus penghasilan orang tua mahasiswa prodi pendidikan
matematika Unismuh Makassar. Journal of Health Education Economics Science
and Technology (J-HEST), 3(1), 7—11. https://doi.org/10.36339/jhest.v3i1.42

Ragimun, R. (2011). Analisis implementasi pengampunan pajak (tax amnesty) di
Indonesia. Jurnal Pembangunan Manusia, 5(3), 1—20.
http://www.pkp.balitbangnovdasumsel.com/pptk/article/download/221/145

Rahimi, S. (2021). An overview of tax avoidance and economic uncertainty. New
Business Attitudes, 1(6), 132-143.
https://www.jnabm.ir/article_247287.html?lang=en

Said, E. W. (2017). Tax policy in action: 2016 tax amnesty experience of the Republic of
Indonesia. Laws, 6(16), 1—9. https://doi.org/10.3390/laws6040016

Said, L. (2018). Implementation of tax amnesty and its impact on Indonesia economics.
Reports on Economics and Finance, 4(1), 45-56. http://www.m-
hikari.com/ref/ref2018/ref1-4-2018/p/ref5-2018.pdf

Sayidah, N., & Assagaf, A. (2019). Tax amnesty from the perspective of tax official.
Cogent Business & Management, 6(1), 1-12.
https://doi.org/10.1080/23311975.2019.1659909

Setyorini, R., Daengs, G. S. A., Reni, A., Susilo, D. E., & Hidayat, R. (2019). Knowledge
management of financial performance for tax amnesty policy. Journal of Physics:
Conference Series, 1175(1), 12215. https://doi.org/10.1088/1742-
6596/1175/1/012215

Silalahi, P. (2022). Analysis of the effect of ICT, tax and corruption on shadow economy
in G20 countries. Jurnal Ekonomi Dan Kebijakan Pembangunan, 11(2), 132—145.
https://doi.org/10.29244/jekp.11.2.2022.132-145

Streeck, W. (2014). Buying time: The delayed crisis of democratic capitalism. Verso
Books. https://www.versobooks.com/en-gb/products/14-buying-time

Tcherneva, P. R. (2016). Money, power, and monetary regimes. In Levy Economics
Institute, Working Paper. https://www.levyinstitute.org/publications/money-
power-and-monetary-regimes

Wahyudi, H., & Arditio, N. (2018). Pengaruh tax amnesty dan sosialisasi perpajakan
terhadap realisasi penerimaan pajak di Kantor Pelayanan Pajak Pratama Medan
Timur. Jurnal Riset Akuntansi Dan  Bisnis, 18(2), 100-111.
https://doi.org/10.30596/jrab.v18i2.3305

Wardhana, M., Susilowati, I. F., & Perwitasari, D. (2018). Registration of transfers of
land of rights for nominee in the post of tax amnesty. 1st International Conference
on Social Sciences (ICSS 2018), 67—72. https://doi.org/10.2991/icss-18.2018.17

Zogning, F. (2017). Agency theory: A critical review. European Journal of Business and
Management, 9(2), 1-8.
https://www.iiste.org/Journals/index.php/EJBM/article/view/34900



