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Abstrsct

This rcscarch is interde{ to cxsminc thc rclationship b{'twcen profitability, leveragc alrd the size
of l}le bdsincss (Iinnsize) on lar svoidance. The Sample used is 4l cornponies lisbd on thc stock
exchange in the period 2018-2019, sample determination using random saopling. The anal),rsis

tool uscd is lincar rcgrcssion mdtiplc by using SPSS- Regcssion tcst results sho$ lhat
simultsncously profdability, lcver.ge and busincss size (firmsizfrinflucncc significantly to tax
avoidance, thc test r€sult6 .lso showed lhal thcse three variablcs Sug g0 c{faq of35% o{tAI
ivoidancc, meaowhile, p.datly ptDfiribility (NPM) hia s r€gativc inrlusnce ard signilicant,
lcvemgc (DER) posilivc and insigoificaat effect, whilc firmsize has a negative aod insignificant
inlluerrce.

Keliords! T!r lvoidrnce' Pmlitrbility, Firmsize! l,cyenge

l. Brckgrourd

Taxes are a source ofincornc for the 9tste, while for corpo(ate tax is ra exps8e that r&ill reduce
nc( profit. Diffcr$cc sir(crcsts of t8x authoritics who wsnt r large iaI rsy€nue and coDtinuous
coun€ contrary to Orc thc cornpany watrt the minimurD tar paldent pocsiblc
(Hardika, 2007). Fluctu8tion
loleraocc ftom thc a iri,g! .iiiJii! tax acquisilion asd
rtablc- The clLrt oflluctuations in cconqnic activity, will certainl), rasull the companys

(Maria and Tommy, 2013). Diffcrerces io pEsp€ctivc and
intcrcsts bcr'\rcan thc company and this govcmmcit thctr gaye birth to the p.actice oftax
avoid.ncc. Tax avoidancc is r*Tong one *?y to legally avoid tax thsr doesnt bre*lhe rulcs
taxatioo (lgusli Ayu and Kdut AIil, 2014). According to Cusri l,t8ya $ri (2014)Ex srcidarcc

sho\r,n by minimizing lax burdcn by utilizitg thc rcikrcsscs (loophole)
provisias-tax Fovisbn6 of s coutrtry.

T8x arlidaocc pracliccs c@duc{od by compari6 aitrEd 8t itnprovi4 coryany profitability ald
cqnpany valuc (Zhu, Mkoh, MonrEy, BorEu, 2019), morc Dmdrcc (2015) found dld tsx
avoidanc€ pr&ticcs h6vc an cffca thc usc qf &rivEtivc iadrutneati a9 s tax Eyoidsocc Eachanblc.
Hal diff€ratly pmpoccd by Dcsai and Dhrmapala (2005), Amstrong tt al (2015), Waag (2010)

)rlrr



ard Wilson (2009) $ho found that tax avoidaice is not experienced
significant to the value of thc cornpany, although tax avoidance is quitc ellective to add positive
cash llow i! lhe shon term (Zhu, Mbroh, Mooney, Bonsu, 2019). Maximize company value aad
oblain short-term benefits throlgh the inqease in net profi! a.ld net cashllow in the lax year is
two the main motivc of Mamgemcdt ir doing tax aioidance, thc two variables c8n be measurcd
iato financial ratios in the form ofprofitability, leverage, and firm size. Permata, Nurlaela, and
Masitoh (20 I 9) based on research condrcted in lndonesia fou{d that Size, Profitability ard
leverage havc oo influcnce signi ticanl t2x avoidance. Pangaribuan ei al (2021) and Damayanti
and Wulandali (2021) io his case study in lndonesia fourd dillsient things, his research shows if
the variable leveragc and profitabiliryhave an influenc€ significant tax avoidancc. Mcanwhilg
lhe results ofthc study Wang ard Chqt (2012) in China found rhat tax svoidance is a lincar
practice wilh proft managemcr . Warg (2010) in his rcseardr on the relationsiip between isx
avoidance ard firmsize argues that tlrre is a negative relation baueeo frrnsLe aod t,x
avoidancc, size componies projccted *rough transparcncy and fsnding-bas€d investment (not
debt) shows ttrat traNpsrent companies tend to to reduce tax avoidance-

Bas€d orl those phemrDeron de66ibed the paragraph above, next, Tbis a*icle will review
thc rclation bct.rren ler€rage, profitability and fin size agaiost 6x avoidance to be lormulated
into qrestiorls dlal will te$od as follows;

l. What is the influace ofcornpany proiiiability oo tax lvoidasc€?

2. Wllat is the in0ue'lcs of corporate lcwrage ol tax avoidance?

3. What ir the influence of frmsize oD tax avoidarce?

2. Literrture Revleri'

Tax Avoidatrce

Tax avoidanco is a t8x saving acaiorr that is saitl in legal fashion cgridtr TheB*soua
{!ia.!r, of from
(Xim ct. ,1.; 201l), is iilpriiliriitiiRiit,iiei:illtd
tliiit[iiililliii:litl]tri:i:dit(ls3lilged:!&llillinri{illi:usld{it-:ll'iiiliir}linii'.iinuiii profit, ti(diiiriilig
&il&!n:gi!*]]lu!i$$.ia!:!Aalt!.l!!i!l!ifi!e(!iii' profit is slill is above rhe esrimaled cosl. (Karimah
ard Ta!fiq, 2016). cspsatc tar decisions ,eflec{
persorul iuErests

th.1t orre.s need ldillil{iiiiiiti inceniives and i&ilirdtia
i&lieiOffi6tifi6iii-d..ii(itiil formanegec lake effec'tive and efficienr rax decisions, .airEly ,,vhen

&e cost that must be spent is still smalle. rhan the b@efits to be reeived (X3'i'Irah and Taufiq,
2016). To rneasure the degree oflax avoidaacc, some researchen ioclude Marfubh (20 I 5), Jusman
and Nosita (2020), Purba et al. (2020), Feranila et al. (2016), Wijaisni (2016), and $raluyo et e[
(2015) usirg ca$ Effecrive latio Tax Rates (CSIR).

I1?oah€Nls DeYelopme oa

Profihbiliry ard Tax Avoidancc
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Proirabil liras 'ii an indicaro( of qB4"age!q$1:i!9t!i!!,i1!.E6qi'l!!ti&.ti!.4ginS:&tieO!,.rFE!.tJ.ri

lital*i dirc.tcrl !y!lgl!i9,!1t€€!&ii6g Sudarmadji and Sularto (2007). Prollability in the form of
net allocated for welfare shareholden in tl:r l'orm ol paving dividends and rctained eamings,
Nuringsih (2010). If.he ratio o{ pro{lability E higt! it mcao!-rhar il shows thc .f&,iS[!!i:!ttlld
i,(.Sr lhc icsulting hi61&9 tro&ability tliii increascd-

lll: Proftebi$l_a has . posiliye eflect on Tex Avoidrnce
lt

ln'erage aod lfar Aroldalqc

Ii{&edg;8 a !{ai!!!U ratio !hi!i! desc.itx ililiitlli.ritlldintialltlit(iiiii$4ll company aglirst the

!rp,iti{:iani!$ii't! of ttii company. Laiidagd,iiiioti{lrEi&aililtt!!$teelslltlii4&trla4uy.&e
ili!'.4qi|!1y. Aclonding To Ll,li&{:Y.,iiliitqliiati (201}l Thc lcveragc ruio also shoq,s lhc ri.sks lhe
company faces. Cahyono, Andini, and Raharjo Ot l6) pro\..s that l.cvcIage (DER)llitq:laOlqqc
a!iii{!!!i!li.!criKi'i,'!aiiis!h:!i!4il:!ili:iir20rl3: 65) nondlsecr&!*&qrql:lhe efect 0!l!!,!a€et&c8
cvasion. ){,ilal!!Slil!;:14.!ll-!ge is not have a signifrcant influerce on tax evasioa.

IOI Leverage negatively sff€ct. Trt Aloidauc€

Fllrrilze.nd T.r AYoldance

Basically, a large company always gets a big profit. S€x large u/ill sttract thc .tt€ation of
tlre governrnant to be raxed accodingty, As$.ati (2012). Largc cornpaniss will be ftore csnplex
aansactiors so {hat will increaEirgly tak€ sdvantage ofloqholes to perfq'm tax avoidaic€ actiong

{Rcgo,2003). Sabli and Md Noor(2012) proved rhar theEffi {tmmm#$fxlffiiffiSmK
M plasrig, while K resuLs ofim Poh! (2O09) proves that the size of the
company has a positive clfed orr tax syoidance.

H3: the dze ol the compruy tar a pmitive elfed on Trt Avolduce

3. Rcr€rrch M€thodology

Ths objcct ofthis resealph ir a oonpary I isred on rhe lndonesia Stock Exchangc in the period
tom 2018 to 2019, ftdn variqrs il&rstrial scctors. Saopling usirg rldolu samplilg. The dafa
uscd is secoodary dara by tiking a samplc of 4l fitrancial sta rc.t5 of thc cornparDr with thc
period h2018-2019. The rcseardr Ddhod us€d in this studyBrel Exphnabry. WK
X**mlW another rariable (W

with research

to axplain
hx,oth€sis ltliaiiitiiit has !ifi! {ormulatcd
nt6ffimffi. Analytical tools used is a linea, regrcssion and li&mtutE study. Opcrationalization
Of Variiblcs In lhis study, t8x avoidrnce is measured by cash efcctive ux qil: (ratio be*weerl
incolae tax cxpense wi6 hco{trc b€fore tax), leverage is rneasurcd s.ith &c mh*ffi{*m{ffi

to capital), proiability is measrmd with na profit margin (the .atio ofret
plifft to sales), 8nd measured by S$ oaiural (Ln
x totsl ssses). Based on tic descriptiotr ofvariablce ard hypothcscs pnpared, rcgrcssion modcls
will be testcd io this study arc a: followg

mn



CETRit = q0 + olPROnTi.t + p2LE!TRACE,t + P3StZEi,! + e

Des€ription:

CETR = tax avoidance as rneasurcd by using CETR as o proxy

o0 = coiltairta

Fl, P2,93 = r€gression coemcient

pROFtTi,t - p.olitability

LEVERAGEi,T= t€veragr

SZEi,t = company size

e = eror

4. Relult rnd dilcussion

l. De!.riptivc Ststistica

Figure 01, Des€dptive Stalirtict

TuAvoldatrcc Profitrbllity Leyrf&ge FirDsizt

N

McE!
Mcdian

a)

0
25,78
25,000

E2

0

I t6,707

90,000

82

0
t20,1

?t,m0

E2

0

22,768

?2,000

Figure 01. shows tlrat tsx ayoidancc has {laveragc value (mezn) amounlcd to 25,768 and
lhe median value of 25,0m. These rcsulrs show S4 [r valuc 619;g4 lnean) it high€r !l$,$lt
mcdiar tt&ie which iiiliiisft(Sid averagc companies uscd in rhis utrdy&d aor EdOi& evasion
(lax i!$il-4atq,O seen cash efective tsx mte.

Mean DER is cqual to 120.00 wi& a rnedian ofTt.00. These re$ul& show that the alc.age
value (meaa) is higha than rhe nredian t,?hich rneans the avc.age coopanies used in this study
cmdvungmemiliki value debt latio large, which indicrtes that &es€ companies have debt l8!ge to
run its opemtions so *rat the company cxperie.ced pressure from cxlemal panies is higt. The

inean NPM is I 16J07 with a nrdian of 90,000. This n:sul! strows &at the averagc value (mean)

is highcr than thc median mcaru thal the average cornpany used ir this str.}dy tend to has a large
net pofit margin valuq $'hici indicahs tia! dre company they have big ftamial largets. Meao
Firmssize is 22,768 with e nredian value of 22.m0. These results show $a -rhc.'ilg11ri& value
(meaa) ig lower (g{SiQ mediaa f*l{*i which i!!&S&irlrth! average company has a relatively low
coinpany size.

2, Claslicd Arsumption Tera

r. Normrlity Test



Figure 02. 8r,rroo.*

Unstdrzd
Pndcted

Value
N 82,000

25,768

5,2n0

0,093

0 060
{,093
q840
0.481

!lq,.r!
*4
Dai1itiiiin

!$.idqe
P,'Xiiilaa

litlrliyi
Xo&!qSlO*,$lqirnq!ta
4!rr!ri$iCi{a$i!!4)

Normality tesl Esulls in the regressior model used shows lhat the vatuc of Sig 0.481 > 0.05,
rneaning that the dala used io the regressioo model io norrnally distributed.

b. MulticolliDc.riry tesa

Flgurc 03, Multicolir€rrity tcrt

Colin.uity St&tiiticr
Tolerancs VIF

Profitsbility .944 1.060

t vqagc .937 1.067

fimlsize .959 1.043

Based on mut[collineality t€61 ,$ults show that Tol€raocc tabb a.d Vf gre
$ardard frX**ffi valw >*ffi*&&, rhus the thc regression model u$ed iD lhis sndy has

bec Ace t@ multico[iDe{ity.

Rcgr€63lor Test Rerultr.

Figurc 0{, R Squrre Tcst

mtffitrNlxffim

x{x{&i$flairmrllnls{trtrml



Modcl R R Adjusted
Squere R

Squs.e

Sad. Changc
Error of Sa.tistlce

the
E6timate

R
Square
Change

I 0,360 0,130 0,096

a. Prcdiclor8: (Cooslant), Firnsize, P.oitability, lrvcrage
b. Dcpcndcnt Variablcl
TaxAvoida.cc

13.894 0.130

Frot|l R rqulr bd.esuhsfurc rhow6 reI-36 (16%) lryiry
variablcs profubilitn bwragc, ad finrsizc only hsvc rll inlhErEc of 36% of rsx rvoidaE,
*tdlc thc rsD.itritrg 6,1% is idlu@od by otb.r Erirbbs tloa tcs&d in ftis 6hdy.

FlgurG 05, Anovr T..l

lNov^b
Modcl Sum of

Squrrcs
Df Marn

Square
F liig.

Rcgrc6sion

R€sidusl

Total

224t,269 3,ON 747,@0 3,870 0,0t2
15057.329 78.000 193.043

17298,598 8l,000
.. Prcdicto6: (Cor51ad), FinNize,
Profitobility, tlwragr
b. Dcpcndcnt Variablc:
TaxAvoidancc

From ANOVA &sr rlsuls ia ttc rablc abovc rho*s t c ,atuc oftp.Ol < !8E with thlrs n
lwerage, [!! firmsize niiltl|lll{ , (together) significaatly

a.ffcct t x avoidance-

Figure 05. T Tcrt

I



Model
I (Constant) 38.326

Prolilability --340

L€vcragc .019

Firmsizr -.478
a. Dependent Variable:
TaxAvoidancc

Unslandardized
Cocllicients

B Sad Error
Stand.rdiz€d Coelfi cienas

Bct{ T S

6.585

.l4l

.ot2

.262

-.262
.173
-.197

5.820

-2.405
I .582

-r.828

.000

.019

.118

.071

a. Eltect of profitabitity o.! t r lvoidrncc

Based on the results ofihe regressiol test above slDws tha{ thE yalue of GIS 0.0 t 9 < 0.05 whicl
iieans thar ptafitlbility hss a significar{ influerEe orl tax ayoilance, coefficient -0.34 shows the
relatio{rslip betweeo plolit8bitiry and tax avoidance is negotive, mcaning thc highq the lerel of
Fotit &e smaller the company the level of tax payrnents iDade by the company, cetr is variable
which shows the level ofcorporale tax paytnenrs, the lower cocffrcie then the lowcr the kvel of
lax paymerls m8de by tte cornpaoy or you could say the tax avoidance rate increases (Sari ard
Kurniasih,2013: Puari and sotr. 2017; Zhu, Mbroh, Monoey ard Bonq 2019).

The frndiags in this adicle arp in line with lhe rcaults mentiooed by some prwious
.es€archerc, euch as Pangadtuan a al (2021), Damayaati and Wulardad (202t), (zhu, Mbroh,
Momcy, Bons!, 2019), aad Donohoc (2015) yaog prolitability affccts tax avoidrnce b€havior.
Fiadings on this anicte is dfifcrent from thc opinions cxpressed by Nurtarla 6nd Masiroh (2019)
which $laies lhat there is no significance of influence betv,,een profitability tax avoidance behavior.

l.lirle tendency oflhe It6IIt$ found by De$iDta a.d Setiawar (201q tiat the high level of
profit is closel y relabd lo tax loopholes can be utilized can be co{|firrn€d in this arricle, otierwise
the opioion of Nurlaela rnd Ma6itoh (2019) $,hich Euggests lhat the high level of profir wi[ jusru
makc marugqmcnt lnore coosewativ€ towards tax managern€'lt due io the risk of co$t and tirnc
sacrificed is nol relerrant to the fildilgs on this alticle slrows rhe negative relationship beawe€El

profitability and tax aroidancc- From thc resul$ of (his test then daapa! coicludcd that hy?othesis
I acccptod

Based on the resul{s ofiie T (cst above irr gct tlc vahre ofbgta coefflcient a! cach \€riables
and also the sigaifrcance oftlrc depel&nt variable 1() indepeden variables, rglations can be written
into frc regr€ssion eqlatioo as follow6;

CETR = 3832- 0J4PROI'IT + 0.I9LEVERAGE - 0.478S12E + o



b. t everage On Tax Avoidatrce

sbovc shows iti!l&!a value qtcls 0.1l8 > 0.05
which means tiat leverage has an insignificant effctt on aa-'r avoidaace. coefici€d 0.19 shows that
the relationship hlwcdn lcve.agc and tax avoidance is poeitivq meaning thc highcr the level of
dcbt on Capiul Fwncd by tlrc corqrady 3lso higher &c ability of &&l--&a{ru cash for itx
paymeas, conwrsely, the lower the level ofdebt on capital at the company the company ahey rend
10 do tax avoidaoce. The fiodiqs in rlis article are in line witl the results rnentioned by some

laeyious rcscarchcrs such as, Dewinta and Sctiawan (2016), Kumiasih and Maria (2013) and
Darmawan (2014) show that leverage is not impact on tax avoidance. The company's funding
decision can become al ovcrview ofox avoidance activtics (tax avoidance) related to the tarif
offrrctve tax. This is bccause thcrc are tax rcgulations goveming on thc policy ofd1e cornpanys
fudi"g saudure (GWta lrd Neq,beny, 1997). ResulB the findings in ihis article diff€r from the
opirions exproased by Pangaribuan et al (2021), daughiers and Sorls (2017). From lhe results of
rhis test ahen can it was concludcd that hypothcsis 2 was rcjectcd.

c lnfluence Of Firmrize On Tu Avoidance

&,****,*:l*r*tS3i*S,s'r*ffi above shows &i!r&! vatue ii-f cls 0.71 < 0.05 which
nrcans tha( firsize has an insiglificart hfluonce on tax avoidance, coemciena -0.47 shows drat
lhe rclatioBhip hweei {irmsize and tax avoidancc is negative, rneaning the larget the size of
{he company lhe slraller dre tendency of companies to do tax avoidaoce, other.xise the smaller
tie size ofa company, the company iends ao do tax avoidancc. Aldrough nat sigoifrant, tie size
of dre compaoy has a negative relatio$hip wili tax svoidance, meaoing the larger the cornpaoy,
the smaller the level tax payments made by the company, eetr is a vs.iable shows the leyel of
co{roBte aax paymcnts, tle lower the coefficier* (he lo\rcr ihe level oftax paymenG madc by
lie company or can arguably &e hx avoidance ratc increases (Sari ard Kumiasill 2013: PuLi
and Putri 2017; Zh!, MbrolL Monney and Bors!, 2019). Those firdings rhow that $c rlore
large companies therc is a tendency ro greater potential to do tax &voidancc, this finding is ia lirr
wilh some previons fndirys, sudr as Aihlim (201 Fathanni (2012), Maria and Tommy
(20 I 3 ), Nugroho (20 I I ). R€sults in lhiE rcs€arcft is

for
do tax evasion

Wm optirral (Darnawan and Sukarlha 2014). From drc rrsults of this test thcn can it was
concludd lhat hypoliesis 3 was r{ected

Condlriou

tr6tirg lsing miwffi fotlnd m profilability

Ggarively afTed the CETR" which nrars tne higl$ rhe profit lhe grea&r thc &ndglcy of
MmAre, in lH resu lts trsting also found thar profitability signifrantly affect
the tex avoidance. Furlhcmore variable lerrcrage pooitive effccr ur CETR, whidr rhis meaos thx
fre highcr Erc eornpan)r'r debl, thr rmaller thc company's tordmcy to do tax ayoidancc, lhe test
rcsults show that there is no signifcanr leverage effect on tax avoidarce. Firm size does aot have

fiEE!$r*ABm



significant influence o{I CETR, although th€re i5 a tqrdency tllat the mo.e the larger dre size ofrhe
company, the greater the poteatial {,o do tax avoidance.
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