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ABSTRACT 

  

This study aims to determine the association between a series of income shifting 

incentives, including multinationality, transfer pricing aggressiveness, thin capitalization, 

intangible assets, and tax haven country utilization. This study is based on a sample of 78 

multinational companies listed on the Indonesia Stock Exchange over 2012–2016 period (390 

firm-year). The results prove that, multinationality, thin capitalization, intangible asset are 

positively associated with tax haven utilization, while transfer pricing aggressiveness is not 

positively associated with tax haven utilization. Based on the additional analysis, basic and 

chemicals sectors have the highest association between a series of income shifting incentives 

and tax haven utilization among other industrial sectors and each industry sector has 

different ways of utilizing tax haven country. The findings of this study are expected to 

provide input to the Directorate General of Taxes the importance of reviewing debt to equity 

ratio rule which turned out to be one gap for the taxpayer and in making the proposed 

inspection plan and the potential thematic exploration related to profit shifting incentives 

more focused on basic industry and chemicals sector. The Directorate General of Taxes also 

needs to raise awareness of the taxpayers of agriculture, mining, basic and chemicals, and 

trade, service and investment, which has a growing number of subsidiaries in tax haven 

country. Increased supervision of intangible assets transfers in the agriculture and infra-

structure, utilities & transportation sectors also needs to be done. 
 

Keywords:  Income shifting; tax haven; multinationality; transfer pricing; thin capitalization; 

intangible assets. 

 
INTRODUCTION 

 

For a country, tax is an essential income for 

the country expenses. In the other hand, for the 

companies, tax is the extra charge that decrease 

the net income. Furthermore, in the economically 

speaking, the tax is the transfer of resources from 

the private sector to the public sector (Suandi, 

2008).  It is seen from how the reduction of tax 

revenue in a country might affect the whole income 

of the country, which will ultimately interfere the 

government’s cycle activity as well as the economy. 

There is a statement from Cobham as has been 

quoted by Danny and [11] that sows that the tax 

revenue of the country may have so many leaking 

in several sides. Those sides might be from the 

multinational companies which have ability to 

obtain preferential tax treatment from developing 

countries, but then they transfer the income 

(income shifting), which should be taxable there, to 

another country (tax haven). This research is 

particularly to find out the indication of country 

revenue leak from the tax avoidance by exploiting 

the tax haven as the income shifting incentives. 

Tax avoidance is an arrangement of a transaction 

in order to obtain a tax advantage, benefit, or 

reduction in a manner unintended by the tax law” 

(Brown, 2012). In the several tax books, the term 

Tax Avoidance is usually identified as a 

transaction scheme which aims to minimize the 

tax burden by utilizing the loophole of regulations 

and the provision of taxation of a country. The 

Asprey Committee of Australia, as quoted by [76]  

states that in general the tax avoidance is the act 

which is still on the legal corridor but it is not 

based on ”bonafide and adequate consideration” , or 

against the intention of parliament.  

According to Orlov, as quoted by Danny and 

[11] the tax avoidance in the international taxing is 

a common act with various ways or scheme and it 

is mostly done by the Multi National Corporation/ 

MNC in order to do the tax savings. The scheme 

tend to be like (1) transfer pricing, (2) thin capitali-

zation, (3) treaty shopping, dan (4) controlled 
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foreign corporation (CFC). Those four schemes 

involve some countries which are categorized as 

tax haven countries. The tax haven countries can 

be said as the countries which deliberately give the 

tax facilities to the taxpayers of another country to 

transfer their income to these tax haven countries 

so that the tax will be lower or even no tax at all. 

These companies who do the tax avoidance 

practices transfer their profit (transfer pricing) 

from Indonesia to other countries [2]. 

According to [56], the multinational com-

pany tends to transfer the profit to its affiliation 

company which operate in another countries 

because the tax are lower. The diversion might be 

in the various ways. It could be by deliberately do 

not repatriate the profit from the affiliates, or 

charge the administration, royalty, and the consul-

tation service excessively, do the transfer pricing, 

or even thin capitalization through high interest 

loan to the affiliates. 

Based on the theory of capital structure 

presented by [59], debt can be used to increase the 

value of the company, because there are tax 

incentives received by the company through the 

ability of interest expense to reduce taxable 

income. The practical of thin capitalization can be 

used as one strategy of tax avoidance [58]. A 

company who did tax avoidance had a higher debt 

to equity ratio [6]. The tax authorities around the 

world should pay more attention to the practical of 

intangible assets transfer between groups of 

companies that located in different tax jurisdiction 

[33], [34]. [36] claims that about half of the 

differences in the profitability of US multinationals 

between high tax jurisdictions and low tax juris-

dictions are caused by the transfer of intangible 

assets such as intellectual and additional capital 

through reallocation of debt. 

Since 1983 Indonesia has started to make the 

regulation about anti-tax avoidance, it is seen in 

the article 18 of Laws No 7, 1893 about the Income 

Tax, up to the latest regulation on PMK-169/PMK. 

010/2015 about The Determination of Comparative 

Amount between Companies’ Debt and Capital in 

order to the Tax Income Calculation. However, 

there are still many companies in Indonesia, 

especially Foreign Direct Investment (FDI) which 

do not hesitate to do the tax avoidance. This is 

because the process of examination about tax 

avoidance, for example transfer pricing, is still 

complicated and takes quite a long time. [50] has 

proved this phenomenon from the previous study. 

He states that the percentage of transfer pricing 

examination to the Foreign Direct Investment only 

reaches less than 3% and it is not meet the 

proportion of the Taxpayer with the Number of Tax 

Inspector owned by the Directorate General of 

Taxes which is only 0.014%, 4,552 tax inspectors 

versus 33,336,122. (DGT Annual Report, 2015). 

Based on those explanations and facts above, 

the researcher is interested to make a research 

entitles “The Influence of Income Shifting Incen-

tives towards The Utilization of Tax Haven Coun-

try (A case study on the companies listed in the 

Indonesian Stock Exchange)”. It is a replication 

from the journal done by [71]. This study also 

continues the research done by [29] which 

examines the effect of profit transfer instruments 

(MULTY, TPRICE, TCAP, INTANG) on the 

utilization of operations in tax haven country with 

samples of multinational companies listed in Indo-

nesia Stock Exchange especially in manufacturing.  

From the explanations above, the variables 

which are going to be examined to the utilization of 

tax haven country are multinationality, transfer 

pricing, thin capitalization, and intangible assets. 

Therefore, the researcher come with the following 

hypotheses: 

H1 = Multinationality has a positive significant 

effect to the utilization of tax haven country 

H2 = Transfer Pricing has a positive significant 

effect to the utilization of tax haven country.  

H3 = Thin Capitalization has a positive signifi-

cant effect to the utilization of tax haven 

country 

H4 = Intangible Assets has a positive significant 

effect to the utilization of tax haven country 

H5 = Companies in the Agricultural industry sec-

tors have Multinationality, Transfer Pricing, 

Thin Capitalization, and Intangible Assets 

which simultaneously has significant influ-

ence to the utilization of Tax Haven Coun-

try.  

H6 = Companies in the Mining industry sectors 

have Multinationality, Transfer Pricing, 

Thin Capitalization, and Intangible Assets 

which simultaneously has significant influ-

ence to the utilization of Tax Haven Coun-

try.  

H7 = Companies in the basic and chemicals indus-

try sectors have Multinationality, Transfer 

Pricing, Thin Capitalization, and Intangible 

Assets which simultaneously has significant 

influence to the utilization of Tax Haven 

Country. 

H8 = Companies in the miscellaneous industry 

sectors have Multinationality, Transfer Pri-

cing, Thin Capitalization, and Intangible 

Assets which simultaneously has significant 

influence to the utilization of Tax Haven 

Country. 

H9 = Companies in the consumer goods sectors 

have Multinationality, Transfer Pricing, 

Thin Capitalization, and Intangible Assets 
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which simultaneously has significant influ-

ence to the utilization of Tax Haven Coun-

try. 

H10 = Companies in the property, real estate, and 

building construction sectors have Multi-

nationality, Transfer Pricing, Thin Capitali-

zation, and Intangible Assets which simul-

taneously has significant influence to the 

utilization of Tax Haven Country. 

H11 = Companies in the infrastructure, utilities, 

and transportation sectors have Multina-

tionality, Transfer Pricing, Thin Capitaliza-

tion, and Intangible Assets which simulta-

neously has significant influence to the utili-

zation of Tax Haven Country. 

H12 = Companies in the trade, service, and invest-

ment sectors have Multinationality, Trans-

fer Pricing, Thin Capitalization, and Inta-

ngible Assets which simultaneously has 

significant influence to the utilization of Tax 

Haven Country. 

 

RESEARCH METHODOLOGY 

 

In this research, the object of research to be 

taken is secondary data obtained from the Indone-

sian stock exchange (IDX) website on www.idx.co. 

id, Indonesian capital market directory (ICMD), 

Jakarta stock industrial classification (JASICA), 

and from other sources relevant to the study. 

Period of observation conducted for the period of 

2012 until 2016. The type of data used is panel 

data, which will be processed and analysed by 

using multiple linear regression analysis model. 

The type of regression used in this study is logistic 

regression, because the dependent variable is the 

dummy variable (0 and 1) which is the categorical 

(non-metric) variable.  

The sampling is done by purposive sampling 

(judgment sampling) which is part of non-probabi-

lity sampling method. Sample selection is done 

based on predetermined criteria, that is by elimi-

nating companies engaged in finance and insu-

rance. The main research model in this study is: 

THAVit  = αit + β1 MULTIit + β2 TPRICEit + β3 

TCAPit + β4 INTANGit + β5 SIZEit + β6 CFOit + β7 

NOLit + β8 ROAit + β9 LEVit + β10-16 INDSECit + β17-

20 YEARit + εit 

Keterangan: 

THAVit = The utilization of Tax Haven Country 

in a company (i) on the year (t) 

MULTIit = Multinationalism in a company (i) on 

the year (t) 

TPRICEit = Transfer Pricing in a company (i) on 

the year (t) 

TCAPit = Thin Capitalization in a company (i) 

on the year (t) 

INTANGit = Total intangible assets scaled by total 

assets in a company (i) on the year (t) 

SIZEit = The size of a company (i) on the year 

(t), measured by natural logarithm of 

the total assets in a company (i) on 

the year (t) 

CFOit = Cash flow from operation, scaled by 

total assets in a company (i) on the 

year (t)  

NOLit = Dummy variable in a company (i) on 

the year (t), categorized by 1 if net 

operating loss compensate to the next 

year, and 0 if in the reverse  

ROAit = Profit before taxes scaled by total 

assets in a company (i) on the year (t) 

LEVit = Long term debts scaled by total assets 

Nilai Hutang Jangka Panjang in a 

company (i) on the year (t) 

INDSECit = Dummy variable in a company (i) on 

the year (t), categorized by 1 if the 

company is part of 2 digits group in 

JASICA, and 0 if it is in reverse 

YEARit = Dummy variable in a company (i) on 

the year (t), categorized by 1 if the 

company is in the specified year, and 

0 if it is in reverse 

εit = Error in a company (i) on the year (t) 

 

RESULTS AND DISCUSSION 

 

Descriptive Statistics 

 

There are nine types of industrial sectors 

listed in Jakarta Stock Industrial Classification 

(Jasica) Index, which are: 1) Agriculture, 2) Basic 

Industry and Chemicals, 3) Consumer Goods 

Industry, 4) Infrastructure, Utilities and Transpor-

tation, 5) Mining, 6) Miscellaneous Industry, 7) 

Property, Real Estate and Building Construction, 

8) Trade, Services & Investment, and finally 9) 

Finance (INDSEC8), which is an industrial sector 

excluded in this study. From the 78 selected 

samples, it categorized into eight industry sectors. 

The summary of those eight industry sectors is 

presented in Table 1. 

According to [31], in a study using dummy 

variables, there must be an exclude group that is 

used as a reference to compare other variables. The 

Dummy preference that is eliminated from the 

industry sector variables is INDSEC9 (Trade, 

Services & Investment), and from dummy 

preference is YEAR in 2016. Table 2 shows 

descriptive statistics for dependent variables 

(THAV1 until THAV9), independent variables 

(MULTI, TPRICE, TCAP and INTANG) and 

control variables (SIZE, CFO, ZERO, ROA and 

LEV). The THAV1 has a mean of 0.254, indicates 
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that approximately 25.4% of the samples has at 

least one subsidiary established in the OECD tax 

haven countries (2006). THAV2 has a mean of 

0.167, which means 16.7% of the samples, in 

agriculture sector, have at least one subsidiary 

established in the OECD tax haven countries 

(2006). THAV3 has a mean of 0.325, which means 

that 32.5% of the sample companies of basic and 

chemicals industries have at least one subsidiary 

established in the OECD tax haven countries 

(2006). THAV4 has mean 0,267, THAV5 has mean 

0,125, THAV6 has mean 0,200, THAV7 has mean 

0,333, THAV8 has mean 0,271, and last THAV9 

has mean 0,280. For the independent variables, 

MULTI, TPRICE, TCAP and INTANG have mean 

respectively 0.244, 0.731, 0.866 and 0.019. The 

mean, median and range of each control variable 

are also reported in Table 2. INDSEC and YEAR 

variables do not have a prediction mark, according 

to [71] 

 

The Results of Correlation and Multicollinea-

rity Tests 

 

The 10th assumption of the classical linear 

regression model states that there is no high or 

perfect multicollinearity between independent vari-

ables [31]. From the overall correlation test results 

shows that there is no correlation between 

independent variables that are higher than 0.90. 

This can be seen from the results of the correlation 

test shown in Table 3. Thus, it can be concluded 

that there is no multicollinearity among 

independent variables. 

In addition to the correlation matrix, this 

study examined the presence of multicollinearity 

by using Tolerance and Variance Inflation Factor 

(VIF) values. Figures commonly used to indicate 

the presence of multicollinearity are Tolerance 

<0.10 or VIF> 10. The result confirmed none of the 

tolerances below 0.10 and VIF exceeded 10 for all 

explanatory variables. Therefore, there was no 

multicollinearity problem in this study. Table 2 

shows descriptive statistics of samples to be used in 

this research model. 

Table 2 shows descriptive statistics for the 

dependent variable (THAV1-THAV9), independent 

variables (MULTI, TPRICE, TCAP and INTANG) 

and control variables (SIZE, CFO, ZERO, ROA and 

LEV). The THAV1 dependent variable has a mean 

or average of 0.254, indicating that approximately 

25.4% of the sample of all firms has at least one 

subsidiary established in tax haven countries in 

OECD (2006). THAV2 has a mean of 0.167, which 

means 16.7% of the sample agriculture companies 

have at least one subsidiary established in tax 

haven countries in OECD (2006). THAV3 has a 

mean of 0.325, which means that 32.5% of the 

sample companies of basic industry and chemicals 

have at least one subsidiary established in tax 

haven countries in OECD (2006). THAV4 has a 

mean of 0.267; THAV5 has a mean of 0.125; 

THAV6 has mean of 0,200; THAV7 has a mean of 

0.333; THAV8 has a mean of 0.271; and the last 

THAV9 has a mean of 0.280. For the independent 

variables, MULTI, TPRICE, TCAP and INTANG 

have mean respectively 0.244, 0.731, 0.866 and 

0.019. The mean, median and range of each control 

variable are also reported at 2, except for INDSEC 

and YEAR which have no predictive signs accord-

ing to [71]. 

 
Table 1. The Categories of Sample Based on the Sector of 

Industries 

Industrial Sectors 
Number 

of Firms 

Percen-

tages (%) 

Dependent 

Variables 

Agriculture (INDSEC1) 6 7,68 THAV2 

Mining (INDSEC2) 8 10,26 THAV3 

Basic Industry and 

Chemicals (INDSEC3) 
15 19,23 THAV4 

Miscellaneous Industry 

(INDSEC4) 
8 10,26 THAV5 

Consumer Goods 

Industry (INDSEC5) 
8 10,26 THAV6 

Property, Real Estate and 

Building Construction 

(INDSEC6) 

9 11,54 THAV7 

Infrastructure, Utilities 

and Transportation 

(INDSEC7) 

14 17,95 THAV8 

Trade, Services & 

Investment (INDSEC9) 
10 12,82 THAV9 

Total 78 100  

Source: Authors’ Compilation from IDX 

 

Regression and Hypothesis Results 

 

The summary of the overall regression results 

is presented in Table 4. The summary presents the 

estimated value of the coefficient and the proba-

bility value of individual parameters from the 

regression test (Test Statistic t), as well as the 

significant value of the THAV1 – THAV9 from 

Logistic Regression Test. Note that p-values are 

one-tailed for hypotheses that have predicted 

directions and two-tailed for other hypotheses. The 

coefficients for industry sector variables and year 

effects are not reported to be more concise [71]. 
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Tabel 2. Descriptive Statistic of Variables 

 
Source: Authors’ Compilation from Statistical Data Processing 

 

Tabel 3. Correlation and Multicollinearity Tests 

Variables THAV1 MULTI TPRICE TCAP INTANG SIZE CFO NOL ROA LEV 

THAV1 1,000          

MULTI -0,168 1,000         

TPRICE 0,062 -0,061 1,000        

TCAP 0,198 0,021 0,067 1,000       

INTANG 0,258 -0,088 0,020 -0,046 1,000      

SIZE -0,174 -0,015 -0,035 0,055 -0,025 1,000     

CFO -0,180 0,021 0,039 -0,134 -0,012 -0,160 1,000    

NOL 0,080 -0,044 0,059 0,007 0,010 -0,105 -0,048 1,000   

ROA -0,150 -0,044 0,066 -0,162 0,023 -0,057 0,415 -0,047 1,000  

LEV 0,154 0,041 0,042 0,275 0,074 -0,127 -0,148 0,039 -0,077 1,000 

Source: Authors’ Compilation from Statistical Data Processing 

 

Tabel 4. Summary of Regression Results 

 
Source: Authors’ Compilation from Statistical Data Processing 
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In order to test the research hypothesis, the 

dependent variable of THAV1 has been chosen as 

the main model. Meanwhile, the dependent varia-

ble THAV2 through THAV9 are the additional 

analysis which aims to test the research hypothesis 

based on the grouping of industry sector.  
 

H1: Multinationalism has a significant positive 

effect on the utilization of tax haven countries 
 

Based on the output of the regression results 

in Table 4, the Multinationality variable has a 

negative sign and Sig. 0.002 (significant at alpha 

0.05). Thus, it can be concluded that the first 

research hypothesis H1 is rejected. It explains that 

multinationality variables negatively affect the 

utilization of operations in tax haven countries. 

The result is in contrast to the researches of [71] 

and [29], in which both resulted in significant 

positive effects. It is due to the different of the 

research proxy applied in this study. This study 

used the MULTI_SUB proxy on robustness test 
[71]. 

Basically multinational companies can easily 

(have a chance) to make income shifting from the 

country with high tax rates to the country with a 

low tax rate (tax haven countries). This is in line 

with the research of [68] which mentioned that 

multinational companies tend to have greater 

opportunities and capacities to significantly reduce 

their corporate taxes compared to pure domestic 

companies. The negative coefficients in this study 

caused by several things: 

1.  Indonesian companies generally only have sub-

sidiaries in Singapore. Although the corporate 

tax rate is lower than Indonesia's 17%, Singa-

pore is not included in OECD's list of OECD tax 

heaven countries in 2006. 

2.  Indonesian companies that have a subsidiary in 

a tax-heaven country generally do not have any 

other subsidiaries abroad, this causes the value 

of the multinational variable to be 0 (zero). 

H2: Transfer-Pricing has no significant positive 

effect on the utilization of tax haven countries 

 

Based on the output of regression results in 

Table 4, the TPRICE variable has a positive but 

not significant sign (p-value 0.137> 0.05). So it can 

be concluded that TPRICE variable has no signi-

ficant effect to the utilization of operation in tax 

haven countries. The results of this study differ 

from the results of research [71], so the second 

research hypothesis is rejected. 

 

 

According to [5], and [88], a company not only 

uses the benefits of tax haven countries for the 

benefit of transfer pricing and tax avoidance stra-

tegies, but also for financial arbitrage to manage 

their foreign currency cash flow and avoid risk 

from foreign exchange rates. In addition, transac-

tions of pricing transactions with related parties 

are generally conducted by Indonesian companies 

with local subsidiary companies, where there is no 

difference in tariffs, so that the effect of transfer 

pricing on the utilization of tax haven countries is 

not significant. 
 

H3: Thin Capitalization has a significant positive 

effect on tax haven countries utilization 

 

Based on the output of regression results in 

Table 4, the TCAP variable has a positive and 

significant mark (p-value 0.009 <0.05). So it can be 

concluded that TCAP variable has a positive effect 

on the utilization of operation in tax haven 

countries. The results of this study are in line with 

the results of [71]. Thus, the third research 

hypothesis is accepted. 
 

H4:  Intangible Assets have significant positive in-

fluence on the utilization of tax haven coun-

tries 

 

Based on the output of regression results in 

Table 4, INTANG has a positive sign, and signi-

ficant (p-value 0,000 <0.05). So it can be concluded 

that the fourth research hypothesis is accepted. 

This means that INTANG variable has a signi-

ficant positive effect on the utilization of operation 

in tax haven countries. This hypothesis supports 

the research from [71]. 
 

H5–H12: Companies in various sectors observed 

have Multinationalism, Transfer Pricing, 

Thin Capitalization, and Intangible Assets 

which simultaneously significantly influence 

the utilization of Tax Haven Countries 

 

Based on Table 5, companies in various indus-

trial sectors, namely agriculture (H5), mining (H6), 

basic and chemicals (H7), miscellaneous (H8), 

consumer goods (H9), property, real estate, & 

building construction H10), infrastructure, utilities 

& transportation (H11), and trade, service, & 

investment (H12), have a greater chi-square value 

than the critical chi-square value. In addition, the 

p-value values of each industry group also show 

significant value, thus the fifth hypothesis to the 

twelfth hypothesis (H5 - H12) are acceptable. 
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Significance of Income Shifting Incentives 

toward Utilization of Tax Haven Countrie (THAV2 

s.d. THAV9) 

1. Simultaneous Significance per Industry Sector  

 Based on Table 5, it is seen that Income Shift-

ing Incentives, which are MULTI, TPRICE, 

TCAP, and INTANG simultaneously have a 

significant effect on the utilization of Tax Haven 

Country for all industry sectors (Sig. <0.05). 

Since all Income Shifting Incentives simul-

taneously have a significant effect on the utili-

zation of Tax Haven Country for all industry 

sectors, then to determine which industry sector 

has the highest significance level is to compare 

the chi-square count with the chi-square table. 

When the chi-square difference with the chi-

square table in an industry is found in high 

numbers, it is the industrial sector that has the 

most significant Income Shifting Incentives 

effect on the utilization of Tax Haven Country. 

Industrial sectors with the highest level of 

significance are basic industry and chemicals 

sector with Chi-square or LR statistic 86,987; 

and the lowest is industrial sector agriculture 

with Chi-square or LR statistic 27,034. 

2. Individual Significance per Industry Sector 

 The results of this study argue that although 

with a low level of significance, agriculture 

industry sector more often use tax haven 

country through all income shifting incentives 

that exist. All income shifting incentives in the 

mining industry sector also have a low level of 

significance to the utilization of tax haven 

countries. However, this industry sector has 

MULTI variable, which is the variable that has 

the greatest influence compared with other 

variables. This indicates that the mining indus-

try sector is more likely to choose income 

shifting incentives by establishing a subsidiary 

in tax haven countries in its efforts to take 

advantage of tax haven countries. 

 
Tabel 5 Omnibus Test of Model Coefficients THAV2- 

THAV9 

Variabel Chi-square df Sig. 

THAV2 27,034 13 0,012 

THAV3 50,446 13 0,000 

THAV4 86,987 13 0,000 

THAV5 30,142 13 0,004 

THAV6 40,032 13 0,000 

THAV7 57,286 13 0,000 

THAV8 50,112 13 0,000 

THAV9 59,295 13 0,000 

Source: Authors’ Compilation from Statistical Data Pro-

cessing 

CONCLUSION AND SUGGESTIONS 
 

Conclusion 
 

This study aims to determine the effect of 

Income Shifting Incentives in the form of MULTI, 

TPRICE, TCAP, and INTANG on the utilization of 

Tax Haven Country. Based on the results of 

research and discussion that has been described 

previously, then Multinationalism (MULTI) has a 

significant negative impact on tax haven country 

utilization. This is different from [71], and [29] 

study. Factors that are considered to provide 

different results are the selection of proxies used 

for these variables. Variable Transfer Pricing 

(TPRICE) has positive but not significant effect on 

tax haven country utilization. The results of this 

study differ from the results of research [71] and 

research [29]. [71] study said that TPRICE has a 

positive and significant impact on tax haven 

country utilization; while [29] concluded that 

TPRICE had a negative and insignificant effect. 

Thin Capitalization (TCAP) and Intangible Assets 

(INTANG) variables have a positive and significant 

impact on tax haven country utilization. This 

result is in line with research results from [71]. 

However, the effect of TCAP on the utilization of 

tax haven country is different from the results of 

research conducted by [29]. This difference is also 

indicated due to differences in proxy measurement 

used. 

Based on the additional analysis using 

observation data that has been grouped into each 

sector of industry, obtained results indicating that 

Income Shifting Incentives of MULTI, TPRICE, 

TCAP, and INTANG simultaneously have a 

significant effect on the utilization of Tax Haven 

Country. These results were found in all industries 

observed. However, the industry sector with the 

highest level of significance is the basic industry 

and chemicals sector with Chi-square or LR 

statistic 86,987 and the significance level of 0,000 

(<0.05). This means that companies in the basic 

and chemical industries sector are more likely to 

utilize tax haven country with various income 

shifting incentives, such as multiplying subsidies in 

tax haven country, transfer pricing, thin capita-

lization, and intangible assets transfers. 

Each industry sector has a different way of 

utilizing tax haven country. In agriculture industry 

sector, all income shifting incentives in this 

research are used to utilize tax haven country. The 

mining industry sector is more likely to establish a 

subsidiary in tax haven country in order to utilize 

tax haven country. Basic and chemicals industry 

sectors tend to establish subsidiaries in tax haven 

country and transfer pricing. In the Miscellaneous 
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industry sector, it is not known what income 

shifting incentives are likely to be utilized in 

utilizing tax haven country due to inadequate 

observational data. In the consumer goods indus-

try, companies tend to use thin capitalization. In 

the property, real estate, & building construction 

sector, it is found that transfer pricing and thin 

capitalization are income shifting incentives that 

tend to be used in tax haven country. Companies in 

the infrastructure, utilities & transportation sector 

tend to use thin capitalization and intangible 

assets transfers and the industry's last trade 

sector. Service & & investment industries are more 

likely to increase the number of subsidiaries in tax 

haven country and use thin capitalization in 

utilizing the existing facilities in tax haven country. 

 

Suggestions 

 

Based on the conclusions and limitations of 

the study, the suggestions drawn up in this study 

are as follows: 

1. Subsequent research can expand the object of 

research by choosing not only companies that 

have subsidiaries abroad but also companies 

that do not have a subsidiary abroad to avoid 

data that correlates perfectly. In addition, not 

all companies disclose all of their subsidiaries in 

the financial statements for materiality reasons 
[71]. 

2. Further researches are expected to use other 

variables that influence tax haven country 

utilization, such as the interaction between 

TPRICE and INTANG (TPRICE * INTANG), 

corporate governance, and withholding taxes 

according to research conducted by [85]. Subse-

quent research can also extend the observation 

data, for example into 7 (seven) or 10 (ten) 

years, so that the results of research can be 

more leverage. In addition, further research is 

expected to use other databases in addition to 

financial statements published on the Indonesia 

Stock Exchange, such as internal data owned 

by the Directorate General of Taxes. 

3. The effect of the transfer pricing variable on the 

utilization of tax haven country has not been in 

accordance with [71], because this study 

establishes the company's pricing transfer indi-

cator simply by reading the information con-

tained in the Notes to the Financial Statements 

which may not be fully disclosed. Therefore 

further research is expected to use another 

proxy in measuring the effect of transfer pricing 

on tax haven country utilization by adding eight 

different pricing items then scaled to 8 (eight) 

according to [70]. 

4. Directorate General of Taxation is expected to 

review Finance Minister Regulation (PMK) 

Number 169 / PMK.03 / 2015, because the high 

debt to equity ratio is a gap for companies. In 

this study, the observed firms (84 observational 

data) had a low MAD (Maximum Allowable 

Debt) ratio, which was below 4: 1. In an effort to 

maximize the ratio to 4: 1, of course, will reduce 

the corporate tax burden and ultimately result 

in the decline in potential tax revenue. In 

addition, it is necessary to improve supervision 

on companies in the study who have a relatively 

high MAD ratio (more than 1.000). 

5. It is expected that the Directorate of Inspection 

and Billing, Directorate of Potential, Com-

pliance and Admission (PKP), Tax Intelligence 

Directorate (IP), International Taxation Direc-

torate (PI), DGT Regional Office of WP Besar 

and DGT Special Office of Jakarta will focus 

more on the sector basic industries and chemi-

cals in the preparation of the proposed inspec-

tion plan and the potential thematic exploration 

related to profit shifting incentives. 

6. The Directorate General of Tax (DGT), espe-

cially the Regional Office of the DGT and DJP 

Special Office of Jakarta, is expected to increase 

supervision and inspection related to transfer 

pricing in agriculture, basic and chemicals, and 

property, real estate & building construction. In 

addition, the DGT is also expected to improve 

oversight of taxpayer compliance to PMK No. 

169 / PMK.03 / 2015, especially in the following 

industrial sectors: a) agriculture, b) consumer 

goods, c) property, real estate, & building con-

struction, d) infrastructure, utilities & transpor-

tation, and e) trade, service, & investment. DGT 

can also increase awareness of Taxpayers, in 

the agriculture, mining, basic and chemicals, 

and trade, service, & investment sectors, which 

have a growing number of subsidiaries in tax 

haven country. As well as the latter is the DGT 

can increase supervision of intangible assets 

transfers in sectors in the agriculture and infra-

structure, utilities & transportation industries. 
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