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ABSTRACT: Transfer pricing is a crucial aspect of international business, especially for natural resource companies in Indonesia. 

It involves monitoring compliance with tax regulations, managing long-term risks, given the complexity and high value of the 

commodities they handle. The purpose of this study is to examine and analyse the direct effect of bonus mechanism and 

tunneling incentive on transfer pricing decision. While the indirect effect of this study, by placing tax minimisation as a 

mediating variable to explain the effect of bonus mechanism and tunneling incentive on transfer pricing decision. The data used 

in this study comes from the Annual Report of natural resource sector companies listed on IDX during the 2020-2022 period. 

Total of 185 companies using purposive sampling method, resulting in a sample of 132 data analysed using WarpPLS 8.0. The 

results showed that bonus mechanism and tax minimsation has no significant relationship with transfer pricing, while Tunneling 

incentive has significant affect transfer pricing. There is a significant relationship between bonus mechanism and tunneling 

incentive with tax minimisation practices. However, the mediating variable of tax minimisation can not explain the relationship 

between bonus mechanism and tunneling incentive with transfer pricing. The practical implication of this study is that aggressive 

transfer pricing practices must be balanced with compliance with tax regulations to avoid long-term risks such as fines and 

sanctions. This encourages companies to evaluate and adjust the design of incentives and internal controls, and implement strict 

regulations with independent internal audit and external auditor oversight to prevent harmful tunnelling practices.  

KEYWORDS: transfer pricing, bonus mechanism, tunneling incentive, tax minimisation. 

I. INTRODUCTION  

The economic growth that is accelerating massively nowadays encourages businesses to take strategic steps in expanding 

their business throughout the world. At this moment, many multinational companies are utilised to take tax advantage by 

transfer pricing. This practice is commonly used in international transactions, to optimise the tax structure. Transfer pricing is 

the pricing of goods or services in the company's internal transactions (including transactions with related parties), this step is an 

important strategy in optimising the tax structure and increasing the company's profitability (Niu, 2023; Saputra, 2023). 

Globalisation has led to the development of increasingly complex transfer pricing methods, opening the door to potential 

manipulation (Rogers & Oats, 2022). Therefore, companies operating in various tax jurisdictions, especially natural resource 

sector companies in Indonesia, need to understand and implement transfer pricing efficiently. Companies operating in the 

natural resources sector are particularly vulnerable to unfair transfer pricing practices due to the complexity and value of their 

resources, leading to profit shifting and negatively impacting corporate transparency (Luhende, 2020).  

Transfer Pricing is in the spotlight in the business world today, as it is a potential step in minimising the tax budget by 

companies. Multinational companies, especially those in the natural resources sector, use this loophole to minimise their tax 

burden in high-tariff countries, such as Indonesia, and shift their profits to low-tariff countries, such as Singapore (Alam, 2020). 

This practice results in reduced state revenue and gives multinational companies an advantage in terms of tax efficiency. The 

significant difference in corporate tax rates between Singapore (17%) and Indonesia (22%) is an attraction for multinational 

companies to move their profits to Singapore (Handayani & Rachmawati, 2022). While Indonesia offers a lower tax rate (3%) for 

listed companies under certain conditions, Singapore remains an attractive option due to its more stable and transparent tax 

system. 

The irregularities in transfer pricing practices in Indonesia in recent years occurred in the case of PT Adaro Energy Tbk. 

which carried out transfer pricing practices with its subsidiaries in Singapore to obtain tax benefits. This case resulted in a tax 
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loss payable in Indonesia of USD 125 million as reported in Global Witness, 2019. Around the same year, British American 

Tobacco's subsidiary in Indonesia also engaged in transfer pricing practices. Based on a report from the Tax Justice Network, 

2019, this company recorded USD 164 million in debt interest payments, but the fund transfer scheme used resulted in a net 

loss of 27%. The Indonesian government has imposed a 20 per cent tax on these payments. However, the complex fund transfer 

scheme allowed the company to avoid this tax liability. This was due to a tax treaty between Indonesia and the UK that reduced 

the tax rate to 15%. As a result, Indonesia potentially lost tax revenue worth USD 2.7 million per year. These two cases serve as 

examples of how complex fund transfer schemes can be manipulated to avoid tax obligations and result in losses to the state, 

hindering national development. 

An influential factor in transfer pricing practices is the bonus mechanism. The bonus mechanism can influence a 

company's decision in setting transfer prices, especially when the bonus is linked to profitability. This is done by increasing net 

income with bonuses given to directors and employees. Transfer pricing set low in countries with high tax rates will reduce 

profits reported there by lowering employee bonuses despite their actual good performance (Wu et al., 2023). Contrarily, high 

transfer prices can increase profits in countries with low tax rates. Non-transparent bonus mechanisms may raise questions from 

tax authorities regarding employees' tax liabilities. Therefore, companies should be careful in setting up transfer pricing and 

bonus mechanisms to ensure the balance of interests of various parties and compliance with tax regulations. On reasearch of  

Ramdhany & Andriana, 2022; Sujana et al., 2022 explains that the bonus mechanism has a significant relationship to transfer 

pricing. On the contrary, bonus mechanism does not have significant relationship to transfer pricing as in research Farkhah Elfa 

et al., 2022; Putra & Rizkillah, 2022. 

Illegal transfer pricing practices are also connected with tunnelling incentive because it is used as a step in obtaining tax 

benefits. Tunneling Incentive encourages multinational companies, especially companies in the natural resources sector that 

have a high value of goods or assets to conduct transfer pricing more aggressively (Kristina & Muhyarsyah, 2023).  This is 

achieved by manipulating transfer prices to be lower for goods and services exported to countries with lower tax rates, and 

higher transfer prices for goods and services imported to countries with high tax rates. As a result, reported profits in high tax 

rate countries are reduced, and profits in low tax rate countries are increased. This is in line with research from Marheni et al., 

(2022); Murtanto & Bonita, 2021; Rahmadhani & Ananda, 2022 which explains that tunneling incentive has a significant effect 

on transfer pricing. However, research by Fazwa & Islahuddin, 2022; Herlina & Murniati, 2023; Rahman & Ernawati, 2022; 

Lestari, 2021 revealed that tunnelling incentive has no significant effect on transfer pricing. 

The novelty in this research is by applying tax minimisation variable as a mediating variable in the indirect effect of bonus 

mechanism and tunneling incentive on transfer pricing. By placing the tax minimisation variable as the mediation of the effect of 

bonus mechanism and tunneling incentive on transfer pricing, it provides a more comprehensive framework to understand the 

factors that drive transfer pricing manipulation. This is based on the phenomenon of illegal transfer pricing practices in 

Indonesia and the results of previous studies Devi & Suryarini, 2020; Marfuah et al., 2021; Megadiana & Kurnia, 2023; 

Sulistyawati et al., 2020 which show the inconsistent influence of the bonus mechanism and tunneling incentive on transfer 

pricing. Therefore, the author tries to place tax minimisation that can explain how the relationship between bonus mechanism 

and tunneling incentive affects transfer pricing practices. 

This research aims to examine and analyse the direct impact of bonus mechanism and tunneling incentive on transfer pricing 

decisions. Given the difference between research results and transfer pricing practices in Indonesia, this study integrates tax 

minimisation as a mediating variable. The previous research places tax minimisation as an independent variable along with 

bonus mechanism and tunneling incentive. Therefore, this research focuses on testing and analysing the direct impact of bonus 

mechanism and tunneling incentive on transfer pricing decision. Meanwhile, the indirect impact of this study is identified by  

using tax minimisation variable as a factor to mediate the relationship between the effect of bonus mechanism and tunneling 

incentive on transfer pricing. 

 

II. LITERATURE REVIEW 

A. Agency Theory 

The Agency Theory is the theoretical basis in explaining this research, suggesting that decisions are often influenced by 

differences in interests between owners as principals and managers as agents. Transactions between business entities that have 

special relationships can lead to potential conflicts of interest (Krug, 2022). In companies with complex lines of work, managers 

are opportunistic to maximise their performance in order to obtain bonuses (Cheng et al., 2020), while investors seek to 

increase the expected profitability of managers' performance as a form of trust in the capital they have invested. Each division in 

a company that has many divisions in one group can have complex interests and activities (Sugosha, 2020). 
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B. Transfer Pricing 

Transfer pricing is setting transaction prices between subsidiaries or divisions within one company, with the aim of 

allocating profits and taxes and optimising the tax burden through transactions between companies that have a special 

relationship by directing profits to tax jurisdictions that have lower rates. Special relationship has a broader definition than just 

the percentage of capital ownership, as stipulated in the Regulation of the Minister of Finance of the Republic of Indonesia 

No.22/PMK.03/2020 Article 4 paragraph 1. It is explained that special relationship includes dependence or attachment arising 

from three factors, namely ownership or equity participation, control, and blood family or sibling relationship (Pramana, 2022; 

Prataviera et al., 2022). Transfer pricing plays an important role in tax advantage-taking schemes with related party receivables. 

Lower transfer pricing allows natural resource sector companies to shift profits to low-tax rate countries more easily. Related 

party receivables are then used to hide this profit movement and minimise tax liabilities in high tax rate countries (Capatina-

Verdes, 2022). 

C. Hypothesis Development 

C.1 Bonus Mechanism on Transfer Pricing 

The bonus mechanism is a motivation for management to shift the profitability of the company by manipulating transfer 

pricing (Holderness et al., 2023). This depicts the relationship between the company's internal incentive system (bonus 

mechanism) and business practices that have an impact on the company's financial structure (transfer pricing). In the agent-

priple dynamic described by agency theory, management has conflicting interests with the owners of the company. The bonus 

mechanism can exacerbate this conflict by incentivising management to violate applicable regulations. Transfer pricing 

manipulation can have negative impacts such as harming the state due to loss of tax revenue, creating unfair competition 

between companies, and damaging the company's image and reducing investor confidence (Martin et al., 2023). Reasearc of 

Agustiningsih et al., 2022; Christina & Irawati, 2023 indicated that the bonus mechanism has a significant relationship to transfer 

pricing. 

H1 = Bonus Mechanism Significantly Affects Transfer Pricing. 

C.2 Tunneling Incentive on Transfer Pricing 

Tunnelling Incentive is an impulse for majority shareholders to transfer the company's wealth to companies that apply low 

tax rates (with transfer pricing schemes) and transfer the profits to themselves. By using transfer pricing as a tool to manipulate 

profits, majority shareholders harm the company and other stakeholders (Larasati & Arieftiara, 2023). The negative impacts of 

transfer pricing manipulation include tax losses for the country, creating unfair competition in the industry, and damaging the 

company's image and investor confidence. Agency conflicts are reflected in this, where majority shareholders have a tendency 

to maximise their own profits while management has a responsibility to maximise the value of the company. This is in line with 

research (Budiaji et al., 2022; Rahma & Wahjudi, 2021) which explains that tunnelling incentive affects transfer pricing. 

H2 = Tunneling Incentive Significantly Affects Transfer Pricing. 

C.3 Bonus Mechanism on Tax Minimisation 

Bonus mechanism based on the company's net income, motivates management to minimise tax liabilities, ethically and 

detrimental to the company in the long run. This happens because the increase in corporate profits, which is an important 

aspect in performance assessment, is achieved by minimising the tax burden borne by the company (Karuppiah & K.R. 

Shanmugam, 2022; Pandapotan, 2023; Tarmidi et al., 2022). Agency theory in this case explains the conflict of interest that 

occurs. Principals have a desire to increase company value through profit without long-term risk (Adenuga et al., 2023). 

Meanwhile, management (Agent) is motivated to increase company value by misappropriation to obtain short-term personal 

gain 

H3 = Bonus Mechanism Significantly Affects Tax Minimisation. 

C.4 Tunneling Incentive to Tax Minimisation 

The relationship between tunnelling incentives and tax minimisation illustrates the complexity of financial strategies used 

by majority shareholders in an effort to enrich themselves. Majority shareholders shift corporate profits by allocating revenues 

and costs to subsidiaries operating in countries with lower tax rates (Hansen et al., 2023; Shropshire et al., 2023). This leads to 

injustice for minority shareholders, who have no control over corporate decisions and do not get their fair share of corporate 

profits. In this dynamic, agency theory explains that conflicts do not only occur between shareholders. Conflicts also occur with 

management who are motivated to minimise their tax burden by allocating profits to their bonus scheme (Maulani et al., 2021). 

H4 = Tunneling Incentive Significantly Affects Tax Minimisation. 
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C.5 Tax Minimisation on Transfer Pricing 

Transfer pricing practices are carried out by selling goods or services to subsidiaries in low tax rate countries at low prices or 

purchasing goods or services from subsidiaries in low tax rate countries at high prices (Genisa & Imbolon, 2023; Tambunan & 

Sinaga, 2020; Wu et al., 2023). In this way, natural resource companies in Indonesia reduce domestic taxable profits and 

increase profits in countries with low tax rates, which in turn can minimise the tax payments borne by the company. Agency 

theory explains that conflicts of interest occur between principals and agents. Principals aim to maximise the company's net 

profit after tax, while agents seek to minimise their own tax liabilities, even by reducing the company's net profit (Clemente & 

Da Silva, 2021). Research from Fatmi & Amin, 2023; Riyadi & Kresnawati, 2021; Anisa et al., 2024; Riska & Anwar, 2021 reveals 

that tax minimisation has a significant influence on transfer pricing. 

H5 = Tax Minimisation Significantly Affects Transfer Pricing. 

C.6 Tax Minimisation Mediates Bonus Mechanism Against Transfer Pricing 

Pressure to reduce taxes encourages management to use transfer pricing aggressively to move profits to countries with 

lower tax rates. This aggressive use of transfer pricing is considered legitimate to reduce taxes, even though these actions are 

unethical and can harm the company in the long run (Bakhram et al., 2021; Wijaya & Rahayu, 2021). Agency theory explains that 

there is a conflict of interest between the principal (company owner) and the agent (company management). A bonus 

mechanism based on the company's net profit, combined with pressure to reduce taxes, exacerbates this agency conflict 

(Alkausar et al., 2023; Azevedo et al., 2020). This happens because the incentives given to management encourage them to 

behave unethically in order to increase bonuses and reduce tax liabilities. 

H6 = Tax Minimisation Mediates Bonus Mechanism on Transfer pricing. 

C.7 Tax Minimisation Mediates Tunneling Incentive on Transfer Pricing 

In conducting tunnelling incentive, the party that is motivated to conduct transfer pricing to minimise corporate tax is the 

majority shareholder (Saraswati, 2021; Tarmidi et al., 2023). Majority shareholders with full control conduct aggressive transfer 

pricing by moving profits to countries with low tax rates and taking advantage of this practice for personal gain. Judging from 

agency theory, majority shareholders will exacerbate this conflict by overriding the interests of management and also minority 

shareholders who do not have full control over company operations and policies. The use of aggressive transfer pricing can be 

justified on the grounds of minimising taxes, even though it is unethical or detrimental to the company in the long run (Lanis et 

al., 2019). 

H7 = Tax Minimisation Mediates Tunneling Incentive on Transfer pricing. 

 

III. METHODOLOGY 

A. RESEARCH Method 

This study uses a quantitative approach to test and analyse hypotheses, with the aim of identifying how the bonus 

mechanism and tunneling incentive affect transfer pricing decisions, with tax minimisation acting as mediation. This research 

uses secondary data obtained by accessing the Indonesia Stock Exchange website or the website of each sample company. The 

population in this study are natural resource sector companies listed on the Indonesia Stock Exchange during 2020-2022. The 

measurement of each variable is presented in table 1: 

 

Table 1. Variable definitions and measurements 

Variabel Dependen (Y) Measure Source 

Transfer Pricing (Related Party Receivable) 

(Total Receivable ) 

(Suhartono 

et al., 2022) 

Variabel Independen (X)  

Bonus Mechanism (Net income in year t) 

(Net income in year t-1) 

(Ginting et 

al., 2021) 

Tunnelling Incentive (Amount of largest shareholding) 

(Total shares outstanding) 

(Ubaidillah, 

2023) 

Tax Minimisation (Tax expense- Deferred tax expense) 

(Income Before Tax) 

(Illahi et al., 

2023) 

Source: data processed by the author, 2024 

X 100 % 

X 100 % 

X 100 % 
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B. Population and Sample 

Based on the purposive sampling method applied to the sampling of companies in the period 2020-2022. The results show 

that 132 different observation data were collected as samples, according to the sample conditions, as outlined in the following 

table.2 : 

 

Table 2. Purposive Sampling 

No Criteria Total 

1. Natural resource sector companies listed on the IDX 185 

2. Companies that have not published annual reports in 2020-2022 (9) 

3. Companies that have suffered losses in 2020-2022 (99) 

4. Companies that have no balances of related receivable transactions (18) 

Total Sampling 59 

Observation 2020-2022 3 

Total observations (59*3) 177 

Outlier (45) 

Total 132 

                             Source: data obtained from IDX, 2024 

 

C. Data Analysis Method 

This research uses the Structural Equation Modeling (SEM) analysis method using WarPLS 8.0 software assistance. This 

measurement aims to examine the complex causal relationship between dependent, independent and mediating variables. 

Through the path analysis approach, it represents how direct and indirect effects between variables. This modelling technique 

simplifies the explanation of how tax minimisation plays its role in mediating the effect of bonus mechanism and tunneling 

incentive on transfer pricing. 

 

IV. RESULT AND DISCUSSION 

Table 3. Results of the descriptive statistics 

 N Min Max Mean Std. Deviation 

Transfer Pricing (Y) 132 0.11 6.77 1.6606 1.34336 

Bonus Mechanism (X1) 132 0.18 0.82 0.5127 0.16232 

Tunneling Incetive (X2) 132 0.01 1.00 0.2792 0.29969 

Tax Minimization (Z) 132    0.3   0.79 0.2605 0.13206 

Valid N (listwise) 132     

    Source: data processed by the author, 2024 

 

The results of descriptive statistics presented in Table 3 for the transfer pricing variable with an average value of 1.6606 

and extreme values of 0.11 and 6.77 with a standard deviation of 1.34336 indicate that the natural resource sector companies in 

Indonesia relatively pay attention to transfer pricing practices. The average company applies a bonus mechanism of 0.5127 and 

the extreme values are 0.18 and 0.82 with a standard deviation of 0.16232. The average value of tunnelling incentive is 0.2792, 

the extreme values are 0.01 and 1.00 with a standard deviation of 0.29969. The average value of tax minimisation is 0.2605, 

extreme values are 0.3 and 0.79 with a standard deviation of 0.13206. 

 

Table 4. Fit Model Test Results 

Model Fit and Quality Index Index Criteria Result 

Average path coefficient (APC) 0.180 P>0.008 Model fit 

Average R-squared (ARS) 0.103 P>0.057 Model fit 

Average adjusted R-squared (AARS) 0.085 P<0.080 Non-fit model 

Average block VIF (AVIF) 1.008 if <= 5, ideally <= 3.3 Model fit 

Average full collinearity VIF (AFVIF) 1.056 if <= 5, ideally <= 3.4 Model fit 

Tenenhaus GoF (GoF) 0.320 Small >= 0.1, Medium 
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Medium >= 0.25, 

Large >= 0.36 

Simpson's paradox ratio (SPR) 1.000 Accepted if >= 0.7, ideally 

= 1 

Model fit 

R-squared contribution ratio (RSCR) 1.000 Accepted if >= 0.9, ideally 

= 1 

Model fit 

Statistical suppression ratio (SSR) 1.000 Accepted if >= 0.7, ideally 

= 1 

Model fit 

Nonlinear bivariate causality direction 

ratio (NLBCDR) 

0.800 Accepted if >= 0.7, ideally 

= 1 

Model fit 

Source: data processed by the author, 2024 

 

Evaluating model fit is an important element in data analysis using WarpPLS, as it determines the extent to which the 

model fits the data and provides an overall picture of the quality of the model. The model fit test results from secondary data 

processing using WarpPLS 8.0 are shown in Table 4, indicating that data collection and analysis successfully established 

correlations between the variables under study. The fit and accuracy of the model is evidenced by the evaluation of the fit and 

quality indices in the table. The statistical significance P-value of the Average Path Coefficient (APC) indicates the existence of a 

causal relationship between exogenous and endogenous factors, both directly and indirectly, meeting the requirement of 

P>0.006. This indicates that the variables in the research model are not affected by multicollinearity issues, and the model is 

reliable for predicting how exogenous factors will affect endogenous variables. 

 
 

Figure 1. SEM Analysis Model Results 

Source: data processed by the author, 2024 

 

Table 5. Summary of Hypotheses 

Hypothesis Criteria Sign Summary 

H1 : Bonus Mechanism Significantly effects Transfer Pricing <0.05 0.189 Rejected 

H2 : Tunneling Incentive Significantly effects Transfer Pricing <0.05 0.014 Accepted 

H3 : Bonus Mechanism Significantly effects Tax Minimisation <0.05 <0.001 Accepted 

H4 : Tunneling Incentive Significantly effects Tax Minimisation <0.05 0.004 Accepted 

H5 : Tax Minimisation Significantly effects Transfer Pricing <0.05 0.132 Rejected 

H6 : Tax Minimisation Mediates Bonus Mechanism on Transfer pricing <0.05 0.307 Rejected 

H7 : Tax Minimisation Mediates Tunneling Incentive on Transfer pricing <0.05 0.364 Rejected 

Source: data processed by the author, 2024 

 

A. The Effect of Bonus Mechanism on Transfer Pricing 

The figure of analysis result and hypothesis summary presented in Table 5 states that, this study shows no significant effect 

of bonus mechanism on transfer pricing in line with (Andayani & Sulistyawati, 2020; Harahap & Delfina, 2021; Jannah et al., 

2022) research. This is because the compensation obtained by the management as agents is not comparable to the risk that will 

be obtained in the long run, so it does not encourage them to aggressively perform transfer pricing using this bonus mechanism. 
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In this situation, managers as agents feel that the legal and reputational risks associated with transfer pricing manipulation are 

too high compared to the potential benefits obtained through bonuses. Agency theory emphasises the importance of balance 

between incentives and control to achieve alignment between the interests of agents and principals in all aspects of company 

operations. 

Considering the agency theory, while the bonus mechanism has no significant effect on transfer pricing, it shows that the 

evaluation and adjustment of incentive design and internal control are carried out in this case (Hafifah & Chaidir, 2023). 

Principals ensure that the incentives provided to agents are designed by considering all desirable aspects, including the risks and 

complexities associated with transfer pricing. In addition, an effective control system should be maintained to reduce moral 

hazard and ensure agents act in accordance with the interests of the principal. 

B. The Effect of Tunneling Incentive on Transfer Pricing 

Based on the figure analysis results and the hypothesis summary presented in Table 5, it reveals that there is a significant 

relationship of tunneling incentive to transfer pricing which is also explained in (Adha & Widajantie, 2023; Albani & Gunawan, 

2023; Khoirunisa & Wahyudin, 2022). Majority shareholders are motivated to engage in aggressive transfer pricing by moving 

wealth to countries with lower taxes or less regulation. From an agency theory perspective, there is a potential agent conflict 

here. Controlling shareholders, as principals, delegate authority to managers, as agents, to manage the company and exclude 

minority shareholders.  

In addressing the tunnelling problem, agency theory emphasises the importance of strong oversight mechanisms. These 

include independent audits, strict regulations on transfer pricing, and greater transparency in financial reporting (Dahlan, 2022). 

These mechanisms can suppress the aggressiveness of agents who attempt tunnelling. Transfer pricing practices influenced by 

tunnelling incentives can be addressed by a combination of strict regulatory policies, strong internal controls, transparency, and 

shareholder involvement. 

C. The Effect of Bonus Mechanism on Tax Minimisation 

According to the figure analysed and the hypotheses summarised in Table 5, it is explained that the bonus mechanism has a 

significant effect on tax minimisation. In this case, management has a strong motivation to minimise taxes because the pressure 

to maximise firm value is very high and has an impact on the bonuses they get. Management will be more aggressive in finding 

loopholes to optimise the tax burden borne by the company by utilising tax incentives, tax deductions, and shifting income to  

jurisdictions with lower taxes (Drake et al., 2020; Hepfer et al., 2019). In terms of agency theory, this has the potential to create 

risk and prolonged and divergent interests of the principal and agent. 

Bonus schemes based on the company's net profit after tax expense are designed to minimise taxes and make management 

more aggressive in committing offences. Too aggressive tax planning creates legal risks (tax disputes) and affects the company's 

reputation (Danylkiv et al., 2022). This bonus scheme needs supervision so that the optimisation of the tax burden remains in 

line with the rules and does not pose a long-term risk to the company. So the relationship between the bonus mechanism and 

tax minimisation shows how well-designed incentives can align the interests of managers with the interests of owners. 

D. The Effect of Tunnelling Incentive on Tax Minimisation 

From the figure of analysis results and hypothesis summary listed in Table 5, it is conveyed that tunnelling incentive has a 

significant influence on minimisation. Tunnelling incentive becomes a tool to motivate majority shareholders to extract 

corporate profits for their personal interests (Chen & Li, 2023; Tarmidi et al., 2023). Judging from agency theory, this results in 

agency conflicts where minority shareholders get asymmetric information about this matter that should be transparent. 

Controlling shareholders, as principals, delegate authority to managers, as agents, to manage the company. 

Management, together with the majority shareholders, has more information and control over tax strategies and 

intercompany transactions. Minority shareholders here do not have access to detailed information on how these strategies 

affect the overall value of the firm (Cumming et al., 2021). Agency theory emphasises the importance of reducing conflicts of 

interest and information asymmetry through effective oversight, transparency and balanced incentive design. Thus, strict 

regulations, strong oversight mechanisms, and active involvement of minority shareholders are essential to ensure that tax 

minimisation strategies are carried out in a manner that is compliant with applicable regulations and does not harm the 

company in the long run. 

E. The Effect of Tax Minimisation on Transfer Pricing 

Based on the figure of analysis result and the summary of hypothesis listed in table 5, this research states that tax 

minimisation has a significant effect on transfer pricing, in line with findings from his research of (Riyadi & Kresnawati, 2021). 

Complex and highly regulated, transfer pricing is not necessarily the primary strategy for tax minimisation. Non-compliance with 

transfer pricing rules can result in significant sanctions, such as fines, additional taxes, and even criminal charges. Considering 

the long-term risk that the company will get in committing this transfer pricing violation (Desalegn et al., 2022). Unfair transfer 
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pricing can be categorised as tax avoidance and may be sanctioned by the tax authorities.  Profit shifting is a strategy used by 

natural resource companies in Indonesia to optimise their tax burden (Setiawan, 2024; Wigiana et al., 2024). This is done by 

utilising subsidiaries or affiliated companies in countries with lower tax rates than Indonesia. However, aggressive transfer 

pricing practices will result in long-term risks for the company. Companies in the natural resources sector in Indonesia are 

particularly vulnerable to this because the value of their products is very high.  

In this transfer pricing practice, according to agency theory, it will lead to agency conflict where the management will focus 

on increasing the value of the company with tax minimisation for the benefits they get. While the priciple focuses on the 

utilisation of tax minimisation startegies for the interests of the company's sustainability. Although transfer pricing benefits the 

company as a whole, management is encouraged to take risks by using strategies that are too aggressive and even violate tax 

regulations, which can lead to fines and sanctions for the company (Lange, 2020). This creates moral hazard where agents act in 

their self-interest to the detriment of the firm in the long run. 

F. The Effect of Tax Minimization mediates the Bonus Mechanism with Transfer Pricing  

Analysis results listed in SEM Model and hypothesis summary presented in table 5, it is found that tax minimisation cannot 

mediate the effect of bonus mechanism on transfer pricing. Although bonus mechanism may encourage managers to 

manipulate transfer pricing, this effect cannot be fully explained by their desire to minimise corporate tax. Basically, the bonus 

mechanism focuses on direct performance indicators such as net profit or achievement of sales targets, without specifically 

linking the incentive to the reduction of tax burden through transfer pricing. Transfer pricing regulations in accordance with the 

arm's length principle limit the ability of managers to use transfer pricing aggressively for tax minimisation (Dayaningrum et al., 

2021; Mpofu & Wealth, 2022; Natalin & Apollo, 2023).  

Agency theory emphasises the importance of proper incentive design to align the interests of agents (managers) with those 

of principals (owners/shareholders). Bonus schemes that are not designed to consider transfer pricing strategies will not 

mediate tax minimisation. Incentives that focus on long-term performance and corporate sustainability are more effective in 

aligning the interests of managers with owners, compared to short-term incentives that may encourage opportunistic behaviour 

(Ivascu et al., 2022). 

G. The Effect of Tax Minimization mediates the Tunneling Incentive with Transfer Pricing 

In the analysis results in the SEM Model figure and hypothesis summary table 5, it is explained that tax minimisation cannot 

mediate the effect of tunneling incentive on transfer pricing. Although tunneling incentive may encourage controlling 

shareholders to manipulate transfer pricing, this effect cannot be fully explained by their desire to minimise corporate tax (Putri 

& Evana, 2024). This happens because the incentive derived from tunnelling is more dominant than the objective to reduce tax 

burden (Ariyani & Yasa, 2023; Nausika et al., 2023). The act of tunnelling can be done even though it does not significantly 

reduce the tax burden. Majority shareholders are more motivated by the personal benefits gained through tunnelling than the 

tax benefits to the company. 

Agency theory responds to this by considering how incentives, monitoring and information asymmetry affect the behaviour 

of managers and majority shareholders. The risk associated with tax disputes drives regulation and oversight to ensure that tax 

minimisation strategies are ethical and legitimate, which is contrary to the purpose of tunnelling (Adam, 2021). In this regard, 

independent internal and external audits help detect and prevent tunnelling practices by checking compliance with transfer 

pricing rules and tax policies. 

 

V. CONCLUSIONS 

Based on the result of this study, it is concluded that bonus mechanism has no significant influence on transfer pricing. 

This is because the bonus incentive received by the management is not worth the legal and reputational risks obtained by 

transfer pricing manipulation. Managers tend to avoid this high risk despite the potential benefits of bonus incentives. There is a 

significant relationship between tunnelling incentive and transfer pricing. Majority shareholders are motivated to engage in 

aggressive transfer pricing to move wealth to lower tax countries. Bonus mechanism has a significant influence on tax 

minimisation. Management is motivated to optimise the corporate tax burden to maximise the bonus they earn. Tunneling 

incentive has a significant influence on tax minimisation. Majority shareholders are motivated to extract corporate profits for 

their personal interests through tax minimisation strategies. Tax Minimisation Has No Significant Affect Transfer Pricing. Transfer 

pricing, which is intricate and heavily regulated, is not always the main approach for reducing taxes. Tax minimisation cannot 

mediate the relationship between bonus mechanism and transfer pricing. Bonus mechanism does not specifically encourage 

managers to use transfer pricing as a tool for tax minimisation. Tax minimisation cannot mediate the relationship between 

tunnelling incentive and transfer pricing. The incentive to do tunnelling is more dominant than the objective to reduce tax 

burden. 
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The practical implication of this study is that aggressive transfer pricing practices must be balanced with compliance with 

tax regulations to avoid long-term risks such as fines and sanctions. This encourages companies to evaluate and adjust the 

design of incentives and internal controls. Incentives should be designed by considering all risks associated with transfer pricing 

and ensuring a balance between incentives and controls. Strict regulations with internal audit oversight as well as independent 

external auditors are necessary to detect and prevent harmful tunnelling practices.  

The shortcomings of this study relate to the inability to extrapolate the findings to companies outside the natural 

resources sector on the IDX. In addition, the statistical analysis yielded small values of 4% and 19% for Adjusted R Square, 

indicating that this study only considered four factors. Future research is expected to consider including more factors and 

indicators related to transfer pricing and increase the sample size and criteria. This will allow for a wider range of findings that 

can more accurately describe the effect of transfer pricing. 

 

REFERENCES 

1) Adam, M. (2021). Taxation of Digital Companies: Experience of Russia and Other CountriesLegal Regulation of Non-

Judicial Methods of Consideration and Resolution of Tax Disputes: Tax Ombudsman, Tax Arbitration and Mediation in Tax 

Disputes. Financial Law Review, 22 (2), 129–147. https://doi.org/10.4467/22996834FLR.21.016.14106 

2) Adenuga, A. H., Jack, C., & McCarry, R. (2023). Investigating the Factors Influencing the Intention to Adopt Long-Term 

Land Leasing in Northern Ireland. Land, 12(3), 649. https://doi.org/10.3390/land12030649 

3) Adha, L. P. D., & Widajantie, T. D. (2023). Pengaruh Pajak, Tunneling Incentive Dan Exchange Rate Terhadap Keputusan 

Transfer Pricing Aggressiveness (Studi Kasus Consumer Goods Industry Di BEI 2017-2021). Journal of Economic, Bussines 

and Accounting (COSTING), 7(1), 2401–2412. https://doi.org/10.31539/costing.v7i1.6352 

4) Agustiningsih, W., Riski, G., Purwaningsih, E., Hermanto, H., & Indrati, M. (2022). The Effect of Tax Expenses, Tunneling 

Incentives, and Level of Debt on Transfer Pricing. Jurnal Penelitian Ekonomi Dan Akuntansi JPENSI, 7(1), 1. 

https://doi.org/10.30736/ja.v7i1.821 

5) Alam, F. (2020). Ekonomi Politik Investasi Perusahaan Multinasional di Era Pemerintahan Joko Widodo. Politika: Jurnal 

Ilmu Politik, 11(2), 131–147. https://doi.org/10.14710/politika.11.2.2020.131-147 

6) Albani, D. A., & Gunawan, J. (2023). Pengaruh Debt Covenant Dan Tunneling Incentive Terhadap Transfer Pricing. Journal 

of Economic, Bussines and Accounting (COSTING), 6(2), 2473–2482. https://doi.org/10.31539/costing.v6i2.7309 

7) Alkausar, B., Nugroho, Y., Qomariyah, A., & Prasetyo, A. (2023). Corporate tax aggressiveness: evidence unresolved 

agency problem captured by theory agency type 3. Cogent Business & Management, 10(2).  

https://doi.org/10.1080/23311975.2023.2218685 

8) Andayani, A. S., & Sulistyawati, A. I. (2020). Pengaruh Pajak, Tunneling Incentive dan Good Corporate Governance (Gcg) 

dan Mekanisme Bonus Terhadap Indikasi Transfer Pricing pada Perusahaan Manufaktur. Solusi, 18(1).  

https://doi.org/10.26623/slsi.v18i1.2099 

9) Anisa, M., Yulia Syafitri, & Yuli Ardiany. (2024). Pengaruh Tax Minimization, Tunneling Incentive dan Ukuran Perusahaan 

Terhadap Keputusan Melakukan Transfer Pricing pada Perusahaan Manufaktur Sektor Aneka Industri yang Terdaftar di 

Bursa Efek Indonesia Tahun 2019-2020. EKASAKTI PARESO JURNAL AKUNTANSI, 2(1), 29–43.  

https://doi.org/10.31933/epja.v2i1.1009 

10) Ariyani, N. N. T. D., & Yasa, G. W. (2023). Does firm size moderate bonus plan, tunnelling incentive and tax avoidance on 

transfer pricing? World Journal of Advanced Research and Reviews, 20(2), 711–722.  

https://doi.org/10.30574/wjarr.2023.20.2.2318 

11) Azevedo, R. R. de, Silva, J. M. da, & Chaves, S. de O. (2020). Agency theory, monitoring problems, and tax morale: effects 

on tax collection in municipalities. Revista Contemporânea de Contabilidade, 17(45), 3–18. https://doi.org/10.5007/2175-

8069.2020v17n45p3 

12) Bakhram, P. W., Siregar, H., & Santoso, M. H. (2021). Skema Transfer Pricing Untuk Pengalihan Laba. Jurnal Aplikasi Bisnis 

Dan Manajemen. https://doi.org/10.17358/jabm.7.2.379 

13) Budiaji, A., Sari, M. M. R., Putri, I. G. A. M. A. D., & Wirajaya, I. G. A. (2022). Tunneling Incentive, Debt Covenant and 

Bonus Mechanism: Transfer Pricing Practices with Tax Minimization as Moderating Variables. Research Journal of Finance 

and Accounting. https://doi.org/10.7176/RJFA/13-10-06 

14) Capatina-Verdes, N. (2022). Transfer Pricing and Related Party Transactions: A Bibliometric Analysis. Central European 

Economic Journal, 9(56), 237–253. https://doi.org/10.2478/ceej-2022-0014 

15) Chen, Y., & Li, Z. (2023). Compensation Incentive of Executives under the Situation of Synergy or Mutual Exclusion of 

Corporate Profit and Innovation Tasks: Based on Incentive Game Model between Principal and Agent. Complexity, 2023, 



Transfer Pricing Decision Based on Bonus, Tunneling Incentives and Mediating of Tax Minimisation 

JEFMS, Volume 08 Issue 01 January 2025                               www.ijefm.co.in                                                          Page 65 

1–19. https://doi.org/10.1155/2023/5626825 

16) Cheng, H., Liu, T., & Wei, K.-C. (John). (2020). The Effects of Financial Markets on Managerial Opportunistic Behavior: 

Evidence from CEOs’ Tone Manipulation. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.3762252 

17) Christina, N., & Irawati, W. (2023). How is Transfer Pricing in Indonesia’s Basic Material Cyclical, Non-Cyclicals, Industrials, 

and Healthcare Sector? Jurnal Akuntansi, 15(1), 66–77. https://doi.org/10.28932/jam.v15i1.5995 

18) Clemente, F., & Da Silva, E. H. (2021). Analysis of the Brazilian tax incentives to innovation and patent data: a Principal-

Agent model approach. Revista Finanzas y Política Económica, 13(2), 137–170.  

https://doi.org/10.14718/revfinanzpolitecon.3424 

19) Cumming, D. J., Tingle, B., & Zhan, F. (2021). For Whom (and For When) is the Firm Governed? The Effect of Changes in 

Corporate Fiduciary Duties on Tax Strategies and Earnings Management. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.3897031 

20) Dahlan, M. (2022). Qualitative Analysis Of Transfer Pricing Audits In Light Of Covid-19 Disruptions: Indonesian Context. 

Scientax, 3(2), 227–247. https://doi.org/10.52869/st.v3i2.80 

21) Danylkiv, K. P., Dropa, Y. B., Zamaslo, O. T., & Makarenko, U. B. (2022). Tax risks of the enterprise in the conditions of 

globalization. Regional Economy, 2(104), 111–123. https://doi.org/10.36818/1562-0905-2022-2-12 

22) Dayaningrum, D. R., Rachmany, H., & Eliza, E. (2021). Evaluation of Arm’s Lenght Principle and Transfer Pricing Method on 

the Application of Income Tax Payable (Case Study of PT. ABC). Journal of Tax and Business, 2(2), 13–27. 

https://doi.org/10.55336/jpb.v2i2.32 

23) Desalegn, G., Tangl, A., & Fekete-Farkas, M. (2022). From Short-Term Risk to Long-Term Strategic Challenges: Reviewing 

the Consequences of Geopolitics and COVID-19 on Economic Performance. Sustainability, 14(21), 14455.  

https://doi.org/10.3390/su142114455 

24) Devi, D. K., & Suryarini, T. (2020). The Effect of Tax Minimization and Exchange Rate on Transfer Pricing Decisions with 

Leverage as Moderating. Accounting Analysis Journal, 9(2), 110–115. https://doi.org/10.15294/aaj.v9i2.36469 

25) Drake, K. D., Goldman, N., & Murphy, F. (2020). Foreign Employment, Income Shifting, and Tax Uncertainty. SSRN 

Electronic Journal. https://doi.org/10.2139/ssrn.3231948 

26) Farkhah Elfa, E., Ismaya Hasanudin, A., & Lestari, T. L. (2022). Transfer Pricing Policy: The Role of Taxes, Incentive 

Tunneling and Bonus Mechanism. Journal of Applied Business, Taxation and Economics Research, 1(6), 553–565. 

https://doi.org/10.54408/jabter.v1i6.101 

27) Fatmi, A. A., & Amin, A. (2023). The Effect of Tax Minimization and Leverage on Transfer Pricing Decisions With GCG as 

Moderation. International Journal of Research in Social Science and Humanities, 09(04), 01–15.  

https://doi.org/10.47505/IJRSS.2023.V4.4.1 

28) Fazwa, M., & Islahuddin, I. (2022). The Influence Of Tax Planning, Tunneling Incentive, Intangible Asset, And Profitability 

On Transfer Pricing Decisions In Multinational Food And Beverage Companies Listed On The Indonesia Stock Exchange. 

Jurnal Ilmiah Mahasiswa Ekonomi Akuntansi, 7(2), 269–278. https://doi.org/10.24815/jimeka.v7i2.20810 

29) Genisa, T. P., & Imbolon, R. F. (2023). The impact of transfer pricing and thin capitalization on tax avoidance in the 

advertising, printing, media, wholesale trade, and production of goods listed on the Indonesia Stock Exchange during the 

2020 – 2022 period. Gema Wiralodra, 14(3), 1388–1394. https://doi.org/10.31943/gw.v14i3.591 

30) Ginting, W. A., Sitorus, B. A. A. P. B., Lorenza, C., & Mas, S. S. (2021). The Effect of Taxes, Exchange Rates, Leverage, and 

Bonus Mechanisms on Transfer Pricing in Manufacturing Companies Listed on The IDX. Journal Research of Social, 

Science, Economics, and Management, 1(3). https://doi.org/10.36418/jrssem.v1i3.23 

31) Global Witness. (2019). Indonesia’s shifting coal money part 3: taxing times for Adaro. Global Witness, 1–9.  

https://www.globalwitness.org/en/campaigns/oil-gas-and-mining/indonesias-shifting-coal-money-3-taxing-times-for-

adaro/ 

32) Hafifah, N., & Chaidir, D. (2023). The Effect Of Tax Burden, Foreign Ownership, Intangible Assets And Bonus Mechanism 

On Transfer Pricing. MARGINAL JOURNAL OF MANAGEMENT ACCOUNTING GENERAL FINANCE AND INTERNATIONAL 

ECONOMIC ISSUES, 2(4), 935–943. https://doi.org/10.55047/marginal.v2i4.760 

33) Handayani, M. E., & Rachmawati, N. A. (2022). Dampak Tarif Pajak Badan Terhadap Tax Avoidance dengan Kompetensi 

Komite Audit sebagai Variabel Moderasi. JURNAL PAJAK INDONESIA (Indonesian Tax Review), 6(2), 298–309. 

https://doi.org/10.31092/jpi.v6i2.1542 

34) Hansen, J., Merlo, V., & Wamser, G. (2023). Taxes, Profit Shifting, and the Real Activities of Mnes: Evidence from 

Corporate Tax Notches. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.4534632 

35) Harahap, T. A., & Delfina, C. (2021). Hubungan Antara Tunneling Incentive, Bonus Mechanism dan Debt Convenant 



Transfer Pricing Decision Based on Bonus, Tunneling Incentives and Mediating of Tax Minimisation 

JEFMS, Volume 08 Issue 01 January 2025                               www.ijefm.co.in                                                          Page 66 

Terhadap Keputusan Transfer Pricing dengan Tax Minimization Sebagai Pemoderasi. Jurnal Akuntansi Trisakti, 8(1), 23–

40. https://doi.org/10.25105/jat.v8i1.8682 

36) Hepfer, B. F., Wilde, J. H., & Wilson, R. J. (2019). Taking Shadow Insurance out of the Shadows: Regulatory Arbitrage, 

Taxes, and Capital. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.2836215 

37) Herlina, H., & Murniati, S. (2023). Effect of Effective Tax Rate, Tunneling Incentive, and Bonus Mechanism on Transfer 

Pricing Decision. Atestasi : Jurnal Ilmiah Akuntansi, 6(2), 403–418. https://doi.org/10.57178/atestasi.v6i2.696 

38) Holderness, D. K., Olsen, K., & Thornock, T. A. (2023). I’m Working Hard, But It’s Hardly Working: The Consequences of 

Motivating Employee Effort that Fails to Achieve Performance Targets. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.4410034 

39) Illahi, I., Sumarni, N., & Maiza, Z. (2023). Transfer pricing and tax avoidance: Moderating role of audit quality. JIFA 

(Journal of Islamic Finance and Accounting), 5(2), 89–97. https://doi.org/10.22515/jifa.v5i2.6537 

40) Irawan, F., & Sari, D. V. (2022). Tax, Tunneling Activities, Corporate Governance and Transfer Pricing Decision. Bina 

Ekonomi, 25(2), 174–190. https://doi.org/10.26593/be.v25i2.5334.80-96 

41) Ivascu, L., Domil, A., Sarfraz, M., Bogdan, O., Burca, V., & Pavel, C. (2022). New insights into corporate sustainability, 

environmental management and corporate financial performance in European Union: an application of VAR and Granger 

causality approach. Environmental Science and Pollution Research, 29(55), 82827–82843. 

https://doi.org/10.1007/s11356-022-21642-8 

42) Jannah, F., Sarwani, S., Novriyandana, R., & Hardi, E. (2022). Pengaruh Pajak, Mekanisme Bonus, dan Tunneling Incentive 

Terhadap Keputusan Transfer Pricing Pada Perusahaan Manufaktur Periode 2017-2019. Jurnal Pendidikan Akuntansi & 

Keuangan, 10(1), 44–60. https://doi.org/10.17509/jpak.v10i1.43323 

43) Karuppiah, S., & K.R. Shanmugam. (2022). Incidence of Corporate Income Tax: Estimates from Indian Manufacturing 

Firms. Indian Public Policy Review, 3(1 (Jan-Feb)), 42–58. https://doi.org/10.55763/ippr.2022.03.01.003 

44) Khoirunisa, Y., & Wahyudin, A. (2022). Analisis Pengaruh Thin Capitalization, Debt Covenant, dan Tunneling Incentive 

terhadap Transfer Pricing dengan Komite Audit Sebagai Variabel Moderating. Permana : Jurnal Perpajakan, Manajemen, 

Dan Akuntansi, 14(2), 215–230. https://doi.org/10.24905/permana.v14i2.218 

45) Kristina, D., & Muhyarsyah. (2023). The Effect of Profitability, Tunneling Incentive, Debt Covenant, and Intangible Assets 

on Transfer Pricing Decisions with Tax Minimization as Moderating Variables: A Case Study of Manufacturing Companies 

Listed on the Indonesia Stock Exchange in (2019 – 2. Journal of Economics, Finance and Accounting Studies, 5(1), 177–

189. https://doi.org/10.32996/jefas.2023.5.1.14 

46) Krug, A. K. (2022). Constraining Corporate Law Principles in Affiliate World. SSRN Electronic Journal. 

https://doi.org/10.2139/ssrn.4060954 

47) Lange, M. A. de. (2020). Transfer Pricing Insurance: An Effective Risk Management Strategy. International Transfer Pricing 

Journal, 27(6). https://doi.org/10.59403/v07rrr 

48) Lanis, R., Richardson, G., & Taylor, G. (2019). Corporate Moral Ethics and Transfer Pricing Aggressiveness in Australia. 

Australian Tax Forum, 34(2). https://ssrn.com/abstract=3423836 

49) Larasati, N. V., & Arieftiara, D. (2023). Transfer pricing in Indonesia: Do managers still utilize it as an effective strategy? 

International Journal of Research in Business and Social Science (2147- 4478), 12(7), 48–60.  

https://doi.org/10.20525/ijrbs.v12i7.2979 

50) Lestari, P. G. (2021). The Effect of Taxes and Tunneling Incentives on Transfer Pricing. In Search, 20(1).  

https://doi.org/10.37278/insearch.v20i1.391 

51) Luhende, B. (2020). An Overview of Transfer Pricing in Extractive Industries in Tanzania. Eastern Africa Law Review, 47(1), 

33–67. https://doi.org/10.56279/ealr.v47i1.2 

52) Marfuah, M., Sanintya Mayantya, & Priyono Puji Prasetyo. (2021). The Effect of Tax Minimization, Bonus Mechanism, 

Foreign Ownership, Exchange Rate, Audit Quality on Transfer Pricing Decisions. Jurnal Bisnis Terapan, 5(1), 57–72. 

 https://doi.org/10.24123/jbt.v5i1.4079 

53) Marheni, M., Maharani, Y., & Ermawati, L. (2022). Transfer Pricing Multinational Companies in Indonesia: The Role of 

Good Corporate Governance (Gcg), Tunneling Incentive and Leverage. Integrated Journal of Business and Economics, 6(3), 

198. https://doi.org/10.33019/ijbe.v6i3.506 

54) Martin, X., Seo, H., Yang, J., Kim, D. S., & Martel, J. (2023). Earnings Performance Targets in Annual Incentive Plans and 

Management Earnings Guidance. The Accounting Review, 98(4), 289–319. https://doi.org/10.2308/TAR-2018-0532 

55) Maulani, S. T., Ismatullah, I., & Rinaldi, R. (2021). Pengaruh Pajak Dan Tunneling Incentive Terhadap Indikasi Melakukan 

Transfer Pricing (Studi Kasus Pada Perusahaan Lq-45 Yang Terindeks Di Bursa Efek Indonesia). Jurnal Ekonomi 



Transfer Pricing Decision Based on Bonus, Tunneling Incentives and Mediating of Tax Minimisation 

JEFMS, Volume 08 Issue 01 January 2025                               www.ijefm.co.in                                                          Page 67 

Pembangunan STIE Muhammadiyah Palopo, 7(1), 1. https://doi.org/10.35906/jep01.v7i1.682 

56) Megadiana, E., & Kurnia. (2023). The Influence of Tax Minimization, Firm Size, Exchange Rate, and Multinationalism on 

Indication to Performs Transfer Pricing: Evidence from Manufacturing Companies Listed on the Indonesia Stock Exchange 

(IDX). IEOM Society International, 2210–2221. https://doi.org/10.46254/AP03.20220367 

57) Mpofu, F. Y., & Wealth, E. (2022). The Arm’S Length Principle: a Panacea or Problem To Regulating Transfer Pricing 

Transactions By Mnes in Developing Countries. Eurasian Journal of Business and Management, 10(2), 137–152.  

https://doi.org/10.15604/ejbm.2022.10.02.004 

58) Murtanto, M., & Bonita, B. (2021). The Effect of Tax Expense, Bonus Mechanism, and Tunneling Incentive to Transfer 

Pricing Decision with Profitability as A Moderating Variable. Media Riset Akuntansi, Auditing & Informasi, 21(2), 293–308.  

https://doi.org/10.25105/mraai.v21i2.10404 

59) Natalin, & Apollo. (2023). Arm’s Length Principle Analysis on Tax Avoidance through Transfer Pricing Post- Pandemic 

(Covid-19): A Proposed Study. KnE Social Sciences. https://doi.org/10.18502/kss.v8i12.13648 

60) Nausika, C. L., Simbolon, I. P., & Reyes, M. (2023). The Effect of Tax Planning, Profitability, Tunnelling Incentive and 

Capital Intensity Towards Transfer Pricing Indication. EAJ (Economic and Accounting Journal), 5(3), 214–220.  

https://doi.org/10.32493/eaj.v5i3.y2022.p214-220 

61) Niu, Y. (2023). Regulatory Issues and Recommendations on Transfer Pricing Tax Avoidance by Multinational Corporations. 

Highlights in Business, Economics and Management, 16, 401–406. https://doi.org/10.54097/hbem.v16i.10606 

62) Pandapotan, F. (2023). The Influence of Corporate Social Responsibility on Tax Avoidance. Journal of Applied Business, 

Taxation and Economics Research, 2(3), 258–265. https://doi.org/10.54408/jabter.v2i3.158 

63) Pramana, Y. (2022). Legal Reconstruction on Domestic Related Party Transactions. Jurnal Tax Law and Policy, 1(1), 23–38.  

https://doi.org/10.56282/jtlp.v1i1.61 

64) Prataviera, L. B., Norrman, A., & Melacini, M. (2022). Global distribution network design: exploration of facility location 

driven by tax considerations and related cross-country implications. International Journal of Logistics Research and 

Applications, 25(7), 1067–1090. https://doi.org/10.1080/13675567.2020.1869192 

65) Putra, R. J., & Rizkillah, A. A. (2022). The Effect of Bonus Mechanisms, Good Corporate Governance on Transfer Princing 

with Tax Avoidance as Moderating. International Journal of Industrial Management, 14(1), 543–557.  

https://doi.org/10.15282/ijim.14.1.2022.7495 

66) Putri, B. M., & Evana, E. (2024). The Effect of Transfer Pricing, Tunneling Incentive, Thin Capitalization, and Capital 

Intensity against Tax Avoidance. Journal La Sociale, 5(3), 550–563. https://doi.org/10.37899/journal-la-sociale.v5i3.1164 

67) Rahma, P. A. R., & Wahjudi, D. (2021). Tax Minimization Pemoderisasi Tunnelling Incentive, Mechanism Bonus dan Debt 

Covenant dalam Pengambilan Keputusan Transfer Pricing. Jurnal Riset Akuntansi & Perpajakan (JRAP), 8(02), 16–34.  

https://doi.org/10.35838/jrap.2021.008.02.13 

68) Rahmadhani, S. N., & Ananda, R. F. (2022). The Effect of Leverage and Tunneling Incentives on Transfer Pricing: A Study 

on Consumer Goods Industry Listed on Indonesia Stock Exchange. Journal of Accounting Auditing and Business, 5(1), 

2022. http://jurnal.unpad.ac.id/jaab 

69) Rahman, A., & Ernawati, E. (2022). EnglishExamination Of Factors Determining Transfer Price In Indonesian Mining 

Companies. E-Jurnal Akuntansi, 32(5), 1200. https://doi.org/10.24843/EJA.2022.v32.i05.p07 

70) Ramdhany, F., & Andriana, N. (2022). The Influence of Tax Burden, Bonus Mechanism, and Debt Covenant on Transfer 

Pricing Decisions in Manufacturing Companies Listed on the Indonesia Stock Exchange. Journal of Applied Management 

and Business Administration, 1(1), 1–10. https://doi.org/10.59223/jamba.v1i1.2 

71) Riska, A., & Anwar, S. (2021). Pengaruh Tunneling Incentive, Bonus Mechanism, Debt Covenant dan Tax Minimization 

terhadap Keputusan Transfer Pricing. JABI (Jurnal Akuntansi Berkelanjutan Indonesia), 4(3), 266–280.  

https://doi.org/10.32493/JABI.v4i3.y2021.p281-301 

72) Riyadi, F. D., & Kresnawati, E. (2021). Keputusan Harga Transfer: Peran Tunneling Incentive dan Minimasi Pajak. 

AKUNTABILITAS, 15(1), 35–54. https://doi.org/10.29259/ja.v15i1.13583 

73) Rogers, H., & Oats, L. (2022). Transfer pricing: changing views in changing times. Accounting Forum, 46(1), 83–107.  

https://doi.org/10.1080/01559982.2021.1926778 

74) Saputra, G. (2023). Pengaruh Pajak, Ukuran Perusahaan, Profitabilitas Terhadap Transfer Pricing Dengan Leverage Sebagai 

Variabel Moderasi (Stusi Empiris Perusahaan Manufaktur Sektor Makanan dan Minuman Tahun 2017-2021). Jurnal 

Literasi Akuntansi, 3(1), 10–21. https://doi.org/10.55587/jla.v3i1.88 

75) Saraswati, A. M. (2021). Determinants of Transfer Pricing Decisions in Mining Companies Listed on the Indonesian Stock 

Exchange. Jurnal Economia, 17(2), 151–161. https://doi.org/10.21831/economia.v17i2.33818 



Transfer Pricing Decision Based on Bonus, Tunneling Incentives and Mediating of Tax Minimisation 

JEFMS, Volume 08 Issue 01 January 2025                               www.ijefm.co.in                                                          Page 68 

76) Setiawan, E. (2024). Do Tax Rates Encourage Profit Shifts By Multinational Companies In Indonesia? EKOMBIS REVIEW: 

Jurnal Ilmiah Ekonomi Dan Bisnis, 12(2). https://doi.org/10.37676/ekombis.v12i2.5415 

77) Shropshire, C., Bundy, J., & Albader, L. A. (2023). Advisory Governance Policy, Shareholder Voice, and Board 

Responsiveness: The Case of Majority Vote in Director Elections. Business & Society, 62(2), 285–321.  

https://doi.org/10.1177/00076503221081003 

78) Sugosha, M. J. (2020). The role of profitability in mediating company ownership structure and size of firm value in the 

pharmaceutical industry on the Indonesia stock exchange. International Research Journal of Management, IT and Social 

Sciences. https://doi.org/10.21744/irjmis.v7n1.827 

79) Suhartono, Herdianova, D. D., Yanti, V. A., Hakim, L., & Kuspriyono, T. (2022). The Effect of Company Size and Taxes on 

Transfer Pricing. Jurnal Riset Akuntansi, 14(2), 199–210. https://doi.org/10.34010/jra.v14i2.6966 

80) Sujana, I. K., Suardikha, I. M. S., & Saraswati, G. A. R. S. (2022). Tax, Bonus Mechanism, Tunneling Incentive, Debt 

Covenant and Transfer Pricing in Multinational Companies. Matrik : Jurnal Manajemen, Strategi Bisnis Dan 

Kewirausahaan, 63. https://doi.org/10.24843/MATRIK:JMBK.2022.v16.i01.p05 

81) Sulistyawati, A. I., Santoso, A., & Rokhawati, L. (2020). Determinant Detection of Transfer Pricing Decisions. 

ACCOUNTABILITY, 9(1), 16. https://doi.org/10.32400/ja.28265.9.1.2020.16-27 

82) Tambunan, M. R. U. D., & Sinaga, W. (2020). Country Note: Transfer Pricing and Profit Shifting Practices in a Free Trade 

Zone: A Case in Batam, Indonesia, Based on a Tax Court Decision. Intertax, 48(Issue 11), 1030–1044.  

https://doi.org/10.54648/TAXI2020104 

83) Tarmidi, D., Alfia, Y. D., & Umar, H. (2022). Analyzing Owner’s Role in Influencing Corporate Tax Policy. Humanities and 

Social Sciences Letters, 10(4), 428–439. https://doi.org/10.18488/73.v10i4.3107 

84) Tarmidi, D., Fadjarenie, A., & Oktris, L. (2023). Corporate Tax Policy: Impact Tunnelling Incentive, Debt Covenant, And 

Transfer Pricing. Jurnal Akuntansi, 27(1), 157–175. https://doi.org/10.24912/ja.v27i1.1249 

85) Tax Justice Network. (2019). Ashes to ashes How British American Tobacco Avoids Taxes in Low and Middle Income 

Countries. Tax Justice Network, April. https://taxjustice.net/reports/ashes-to-ashes-how-british-american-tobacco-

avoids-taxes-in-low-and-middle-income-countries/ 

86) Ubaidillah, M. (2023). The Role of Tunneling in Doing Transfer Pricing. Accounting and Finance Studies, 3(3), 218–228. 

https://doi.org/10.47153/afs33.7522023 

87) Wigiana, L., Subanidja, S., & Supriyadi, E. (2024). The Threat Of Tax Avoidance By Multinational Companies Through Profit 

Shifting. Educoretax, 4(4), 408–423. https://doi.org/10.54957/educoretax.v4i4.779 

88) Wijaya, S., & Rahayu, F. D. (2021). Pengaruh Agresivitas Transfer Pricing, Penggunaan Negara Lindung Pajak, Dan 

Kepemilikan Institusional Terhadap Penghindaran Pajak. JURNAL INFORMASI, PERPAJAKAN, AKUNTANSI, DAN KEUANGAN 

PUBLIK, 16(2), 245–264. https://doi.org/10.25105/jipak.v16i2.9257 

89) Wu, D., Wang, L. F. S., & Ma, J. (2023). Corporate profit tax, managerial delegation and multinational firm’s transfer 

pricing. Metroeconomica. https://doi.org/10.1111/meca.12456 

90) Yudhistira, L., Munthe, I. L. S., & Sari, R. Y. (2023). Pengaruh Effective Tax Rate, Bonus Scheme, Tunneling Incentive, dan 

Leverage terhadap Transfer Pricing dengan Size sebagai Variabel Moderasi. Jurnal Ilmiah Akuntansi Dan Finansial 

Indonesia, 6(2), 9–24. https://doi.org/10.31629/jiafi.v6i2.5461 

 

 

 

  

 

 

There is an Open Access article, distributed under the term of the Creative Commons 

Attribution – Non Commercial 4.0 International (CC BY-NC 4.0) 

(https://creativecommons.org/licenses/by-nc/4.0/), which permits remixing, adapting and 

building upon the work for non-commercial use, provided the original work is properly cited. 


