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e taxpayers who have the obligation to pay taxes, the amount of which
net profit obtained. The greater the tax paid by the company, the greater
the state treasu me. But on the other hand, for companies tax is a burden that will reduce net
profit. The government's goal of maximizing revenue for the tax sector is in conflict with the goals of
companies as taxpayers, where companies try to streamline their tax burden so as to obtain greater
profits in order to improve the welfare of owners and continue the company's survival.

Tax collection by the government is not always well received by companies. Companies try to
pay taxes as low as possible because taxes will reduce revenue or net profit, while the government
wants taxes as high as possible in order to finance government administration (Darmawan, IGH, &
Sukartha, 2014). Apart from that, the company also does not receive direct reciprocity from the tax
payments that have been made. For this reason, many companies practice tax avoidance.
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Tax avoidance is a form of company effort to minimize tax debt or legal tax burden. Tax evasion
can create risks for the company in the form of fines or tax witnesses and the emergence of a bad
reputation for the company in the eyes of the wider community.

Tax evasion or tax avoidance is said to not violate the rules of the tax system because in fact tax
avoidance or tax avoidance is mainly using gaps in the legal rules of the tax system which will control
state income from a tax perspective as a comparison of the level of desire to carry out tax avoidance
between family and non-family companies. Family-owned companies can be seen from the high
influence of profits and expenses or costs that arise due to the effects of steps or actions taken on tax
transfer.

The tax avoidance phenomenon in Indonesia occurred in the consumer goods industry
manufacturing company PT CocaCola Indonesia in 2014, which was suspected g mitting fraud by
exaggerating the amount of advertising costs, resulting in losses borne by thefstate. ds were found
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The phenomenon of tax avoidance in Indonesia occurred in 2019, the Directorate General of
Taxes (DJP) investigated allegations of tax avoidance by the coal company PT Adaro Energy Tbk. In
the report, it was indicated that Adaro was stealing income and suppressing taxes paid to the
Indonesian government. According to Global Witnes, this method is done by selling coal at a low price
to Adaro's subsidiary in Singapore, Coaltrade Services International, to sell it again at a high price.
Through this company, Global Witnes discovered the potential for paying taxes that were lower than
they should have been with a value of 125 million US dollars to the Indonesian government. Apart from
that, Global Witnes also pointed to the role of the tax-loving state which enabled Adaro to reduce its
tax bill by 14 million US dollars per year (tirto.id, 2019).



The practice of tax avoidance is influenced by various factors. These factors include Leverage,
Profitability, Company Size, Sales Growth and Institutional Ownership. Another factor in external
funding policies by corporations, namely where companies prioritize external corporate funding, is
Leverage. The policies taken by the company have a significant role in the level of corporate tax
avoidance, such as in determining company financing in the form of debt or leverage. (Kurniasih &
Ratna Sari, 2013). Leverage is an increase in the amount of debt which results in the emergence of
additional expense items in the form of interest and a reduction in the corporate taxpayer's income tax
burden. One of the company's strategies is to utilize debt debt policies to (Fitriani & Sulistyawati, 2020)
reduce the tax burden

Profitability consists of several ratios, one of which is Return on Assets (ROA), which is an
indicator that reflects a corporation's financial performance. The higher the ROA Malue, the better the
corporate financial performance is. ROA is seen from the company's net profii#ai@the imposition of

conducted by (Dewinta & Setiawan, 2016) opg®f the factm
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2019" by Yan ChNgkgBr Sembiring and Agustina Fransiska (2021) discusses the relationship between
Return On Assets (ROA ) and Institutional Ownership of Tax Avoidance in consumer goods industrial
companies listed on the Indonesia Stock Exchange during 2017-2019. In this research, ROA (X1),
Institutional Ownership (X2), and Tax Avoidance (Y) are the observed variables. The research results
show that Return On Assets has a positive but not significant influence on Tax Avoidance. Meanwhile,
Institutional Ownership has a negative but not significant effect on Tax Avoidance. This research
provides insight into the factors that influence tax avoidance practices in consumer goods industry
companies in Indonesia in the time period studied.

This research aims to achieve several objectives in accordance with the problem formulation that
has been proposed. One of the main goals is to obtain empirical data necessary to take analytical steps.
The focus of the analysis is aimed at the influence of Leverage on tax avoidance practices. Thus, this



research aims to explore and understand the relationship between Leverage and tax avoidance to
provide deeper insight in this context.

METHOD

The object of research in this research is tax avoidance in manufacturing companies in the
consumer goods industry sector listed on the Indonesia Stock Exchange during the 2017-2021 period.
This research aims to obtain objective, valid and reliable data regarding tax avoidance, which is
influenced by Leverage, Profitability, Company Size, Company Growth and Institutional Ownership.

data collection, data
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Inancial report data from manufacturing companies in the consumer goods
industry sectORlis#i®® on the Indonesia Stock Exchange (BEI) which was mentioned in the previous
chapter. This reS€arch uses a sample method carried out by purposive sampling, namely determining
the sample by considering certain criteria that are appropriate to the research. The selection process
that has been carried out is as follows:

Table 4.1 Calculation of Sample Size

NO Criteria Amount
Amount company good cunsumer industry Which registered on the
1 IDX during the 2017-2021 period 68

Amount company good cunsumer industry Which report audited
2 financial reports for the 2017-2021 period (22)




Amount company good cunsumer industry Which experienced no

3 losses during the research period (14
good consumer industry companies that do not spend report finance

4 use eye rupiah money (9)
Amount sample study 23
Year of observation 5
Amount observation study year 2017- 2022 115

Source: processed by the author 2023

By paying attention to the existing criteria, a research sample of 23 companies was obtained.
Financial data was obtained through financial reports and annual financial g@ports from sample
companies during the 2017-2021 period, resulting in a total of 115 samplg b observations.

The following is a list of the names of companies sampled in thg#fesearch that Qe included in

the sampling criteria for the 2017-2021 period:
ieet the R wba

Table 4.2 List of Sample Companies T

NO Code ’
1 ADES ero internaii@ha
2 AISA gfitli Starch & S@K
3 CHECK ilmar Lig dones|a
4 Delta Dja 3 Thk.
5 DariggMisce Labbratory Tbk
6 WalShiohse SSlERpK.
7 HM San Tbk.
8 mow ®BP Success 4
)
0od Sukses M

Kino Indong
Kalbe Ph
Multig¥ar Indonesia Tbk.

Pyridam Farma Tbk

Nippon Indosari Corpindo Tbk.
Industry Jamu and Pharmacy Sido
Thk

Sekar Sea Tbk.

Siantar Top Tbk.

TCID Mandom Indonesia Tbk.
TSPC Tempo Scans Pacific Tbk
22 ULT] Ultra Jaya Milk Industry & Tra
23 UNVR Unilever Indonesia Tbk.

Source: processed by the author 2023

The companies above are data on company names that the author managed to collect from
both independent and dependent variable data for the 2017-2021 period. In this research the
dependent variable is tax avoidance which is measured using ETR, and the independent variables
are leverage, profitability, company size, sales growth, institutional ownership.

1. Descriptive statistics



Descriptive analysis is a description carried out with the maximum value, drinking, average
(mean) and standard deviation of each variable. In this research, the results of descriptive
statistical testing of the tax avoidance variable are leverage, profitability, company size, sales
growth and institutional ownership from 2017-2021 which are presented in the table below:

Table 4.3

Descriptive statistics test results Descriptive Statistics

Minimu Maximu

N m m
leverage 115 83.0 7596.0,4#52.287  693.
profitabilitas 115 1.0 ﬁ.o 131.
p A
ukuran perusahaan 115 258 3282, { J
6

200,

pertumbuhan / -465.0 \Q‘ 79904
penjualan »
kepemilikan 115 “ 0 669.626 ﬂ86 1058
institusional ‘”

.661 79.0469

tax avoidance

,;:$

: spss 25.0 output results

Based on the table above, the results regarding descriptive statistical analysis can be
explained as follows:

a) Tax Avoidance (tax avoidance)
From the results of the descriptive statistical tests above, it can be seen that the tax avoidance
variable has a minimum value of 250.0 and a maximum value of 722.0 with an average value
of 241.661 and a standard deviation of 79.0469.

b) Leverage



From the results of the descriptive statistics above, it can be seen that the leverage variable
has a minimum value of 83.0 and a maximum value of 7596.0 with an average value (mean)
of 432,287 and a standard deviation of 693,5936.

c) Profitability
From the results of the descriptive statistics above, it can be seen that the profitability variable
has a minimum value of 1.0 and a maximum value of 730.0 with an average value (mean) of
131.270 and a standard deviation of 127.6497.

d) Company Size
From the results of the descriptive statistics above, it can be seen that the company size variable
has a minimum value of 2580.0 and a maximum value of 3282.0 with an average (mean) value
of 2939.026 and a standard deviation of 1577.7670.

e) Sales Growth
From the results of the descriptive statistics above, it can be se
has a minimum value of -465.0 and a maximum value of 1
of 79.904 and a standard deviation of 200.9654

at the sales th variable
with an average

f) Institutional Ownership
From the results of the descriptive statistics ve, it ca

en e instituti
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Iticollinearity Test Results

leverage ,955 1,048
profitability 831 1,203
company size 934 1,071
sales growth ,950 1,052
| ownership institutional ,853 1,173

a. Dependent Variable: tax avoidance
Source: spss 25.0 output results



b)

Based on the table above, it shows that the tolerance value for each independent
variable, namely leverage, profitability, company size, sales growth, institutional ownership is
0.955; 0.831; 0.934; 0.950; 0.853. Of the five independent variables, the values are above
tolerance > 0.1. So it can be concluded that there is no multicollinearity between the variables
in the regression model.

Meanwhile, the VIF value for each of these independent variables is 1.048; 1,203; 1,071;
1,052; 1,173. Of the five independent variables, the VIF value is <10. So it can be concluded
that there is no multicollinearity between variables.

Normalist Test
The Normality Test is carried out to determine whether the variables in the regression

meets the assumption of normality. However, if the data
line or does not follow the direction of the diagonal line

Normal P-P Plot of Regression Standardize

Dependent Variable: tax avoidance
10

08

Expected Cum Prob

ere is also a histogram normality test, if the data is far from the diagonal
follow the direction of the diagonal or histogram graph, it can be concluded

of normality. But if you follow the histogram graph, it can be concluded that the distribution
pattern is normal



Histogram

Dependent Variable: tax avoidance
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Figure 4.2 Normality Test Histogram

Based on the SPSS output results in Figure 4.1 and Fi 4.2 above, the

that the results follow the direction of the

a normal distribution pattern and the ession mod eets i .
c) Heteroscedasticity Test &
The Heteroscedasticity is used to tgt whether i del there is an

inequality of variance fr e residuals of observation to ano (Ghoazali, 1). The
heteroscedasticity te carried ou plot grap o the results of the
heteroscedasticity in this research en In table 4.3

9

Scatterplot
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Figure 4.3 Heteroscedasticity Test

Based on Figure 4.3 above, it shows that the points are spread randomly and are spread
below or above zero on the Y axis, so this regression model does not have heteroscedasticity.

d) Autocorrelation Test
The Autocorrelation Test aims to test whether in the linear regression model there is a
correlation between the errors in period t and the errors in period t-1 (Ghozali, 2011). To test
auto correlation, Durbin Watson is used. The Durbin Watson test is used to test whether the



residuals do not have a high correlation, if the residuals are random. The following are the
results of the autocorrelation test in the regression model:

Table 5. Autocorrelation Test

Adjusted R Std. Error of Dygan-
Model R R Square Square the Estimate PatsO
1 405 ° ,164 117 74.5806 1,93
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Coefficients nts
Std.

Model B Error Beta t Sig.

1 (Constant) 269.662  44.700 6.033  .000
leverag -.005 .003 -166 -1.671  .099
profitabilitas .084 018 494 4633  .000
ukuran -.010 015 -066 -651 517
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The multiple linear regression equation in thiéfesearch is ﬂ\b
PP = 269.662 - 0.005 + 0.084 - 0.010 - Q#9027 - 0.010‘\\)

From the results of 4 i i re jon ’quation above

an be explained as

at if the independent variable

0.005, indicating that every additional
avoidance value by - 0.005.

f) The institutional ownership coefficient value above has a value of -0.010, indicating that
every additional 1 value to the international ownership variable will reduce the tax avoidance
value by -0.010.

b. Coefficient of Determination Test (R2)
The Coefficient of Determination (R2) aims to predict how big the influence of the
variables The Coefficient of Determination (R2) aims to predict how much influence the
independent variables have on the dependent variable. The coefficient of determination (R2)



value is determined by the adjusted R square value. The results of the coefficient of
determination (R2) are as follows:

Table 7. Coefficient of determination test results

Adjusted R Std. Error of the

Model R R Square Square Estimate

1 2612 ,068 ,025 78.0364

a. Predictors: (Constant), , leverage, profitability, company size, sales growth, institutional
ownership

b. Dependent Variable: tax avoidance Source: spss 25.0 output resuli

Based on table 4.7, the adjusted R square valug@® the model ary talle above
states that the adjusted R square value is 0.025 or 25%#PThis means the dep@adent
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C. Model Feasibility Test (F Teg
The model feasibjl
that has been formeg

est (f test) i

Ta Al test results

>

Sum g
Sq df Mean Square F Sig.

.8 F statisk

Regression 10309.353 5 2061.871 4,726 .001°
Residual V' 35777.636 82 436,313
Total 46086.989 87

\ 4

a. Dependent Variable: tax avoidance

b. Predictors: (Constant), leverage, profitability, company size, sales growth, institutional
ownership

Source: spss 25.0 output

Based on the model feasibility test, it shows that there is a match between the data and
the research model. If the significance value is <0.05, then the regression model value is



feasible, and if the significance value is >0.05 then the regression model is not feasible. In
table 4.8, the calculated F value is 4.726 and the sig value is 0.001 <0.05, so the regression
model is feasible. These results show that this research model is suitable to be used to predict
leverage, profitability, company size, sales growth, institutional ownership and tax avoidance.

Model Significance Testing (t Test)

The t test functions to test the influence of each variable, namely leverage, profitability,
company size, sales growth, institutional ownership on tax avoidance. Testing was carried out
using a significance value (sig) of 5%. If the sig value <0.05 then the independent variables
individually influence the dependent variable. If the calculated t value > t table, then it means
that the independent variable partially influences the dependent variable. The following are the
results of testing the significance of the model (t test) as follows: effegt on the dependent
variable. The following are the results of testing the significance of the t test) as follows:

Table 4.9 T test results

andardlze

d Coeffici *
«

N

g

Sig,
Model

1 (Constant)

leverage
profitability

company size

yV 4,633 ,000
6 - 651 517

I

A9\’

sales growth

vp' 013 , -.204 -2,048 ,044

institutional ownership> T .010 -.124  -1,179

then -1.671"< 1.982 and a significance value (sig) of 0.099 > 0.05. Thus Ha is rejected while
Ho is accepted, which means leverage has no effect on tax avoidance.

H2: Profitability has a positive and significant effect on tax avoidance.

Based on table 4.9, it can be seen that the profitability variable has a significance value (sig)
of 0.000 > 0.05 and a calculated t value of 4.633 with a t table value of 1.982 (t 0.05: df 109.)
then 4.633 < 1.982 and a significance value (sig ) of 0.000 > 0.05. Thus, Ha is rejected while
Ho is accepted, which means that profitability has a positive and significant effect on tax
avoidance.

H3: Company size has no significant effect on tax avoidance.



Based on table 4.9, it can be seen that the profitability variable has a significance value (sig)
of 0.517 > 0.05 and a calculated t value of - 0.651 with a t table value of 1.982 (t 0.05: df
109.) then - 0.651 < 1.982 and a significance value (sig) of 0.517 > 0.05. Thus Ha is rejected
while Ho is rejected, which means company size has no effect on tax avoidance.

H4: Sales growth has a negative and significant effect on tax avoidance.

Based on table 4.9, it can be seen that the profitability variable has a significance value (sig)
of 0.044 > 0.05 and a calculated t value of - 2.048 with a t table value of 1.982 (t 0.05: df
109.) then - 2.048 < 1.982 and a significance value (sig) of 0.044 > 0.05. Thus, Ha is rejected
while Ho is accepted, which means that sales growth has a negative and significant effect on
tax avoidance.

H5: Institutional ownership has no significant effect on tax s

on tax avoidance.

B. Discussion
Based on the results of the d garding the

pe IIy I panies. The

ing
rix

A high debt ratio causes the company to be seen as unhealthy by investors and creditors if
it is unable to show good profit conditions, which will affect the funding the company will receive
in the future. Therefore, due to the high debt risk that the company will face, management will
act carefully and not take the risk of high debt to carry out tax avoidance actions.

2. The influence of profitability on tax avoidance
The second hypothesis in this research is that profitability has a positive and significant
effect on tax avoidance. Based on the analysis of research data testing that has been carried out,
it is known that the profitability results have a significance value (sig) of 0.000 < 0.05 so this
shows that the calculated t value is smaller than the t table of 4.633 < 1.982 so that Ha is rejected
while Ho is accepted which means This means that profitability has a positive and significant effect
on tax avoidance.



The results of this research are in line with research by (Sulistiono, 2018) and (Primasari,
2018) which states that profitability has a positive and significant effect on tax avoidance.
Companies that are able to earn large profits will have an impact on increasing tax payments
owed. An increase in taxes owed that must be paid will trigger a high potential for companies to
take tax avoidance actions. The influence of profitability on tax avoidance is in accordance with
agency theory where in this theory it is explained that agents try to increase company profits, but
when profits increase it will trigger companies to take tax avoidance actions to avoid increasing
the amount of the tax burden. Therefore, agents try to manage the company's tax burden as best
as possible so as not to reduce their performance compensation as a result of reduced profits due
to increased tax burdens.

3. The influence of company size on tax avoidance
The third hypothesis in this research is that company size has no gif ant effect on tax
avoidance. Based on the analysis of research data testing that has bg ieG@ut, it is known
shows that

higher the'@g , the higher the level of tax avoidance carried out by the company. If sales
growth incrée e company's profits are assumed to increase. Increased sales growth allows
the company Yo be able to increase the company's operational capacity and the company's
performance will also get better so that the profits generated can also increase. An increase in
profits causes the tax that the company has to pay to be greater so that the company will tend to
avoid large taxes by carrying out optimal tax planning or (tax avoidance)

5. The influence of institutional ownership on tax avoidance

The fifth hypothesis in this research is that institutional ownership has no effect on tax
avoidance. Based on the analysis of research data testing that has been carried out, it is known
that the company size results have a significance value (sig) of 0.242 > 0.05 so this shows that
the calculated t value is smaller than the t table of 1.179 < 1.982 so Ha is rejected while Ho is
accepted which means that company size has no effect on tax avoidance.



The results of this research are in line with research by (Faizah, SN & Adhivinna, 2017) and
(Anes Yunita, 2021) which means that ownership has no influence on tax avoidance. So if the
value of ownership increases, it will not affect the increase in the value of tax avoidance. The
greater the institutional ownership that the institution has, the greater the pressure that company
management will have to carry out tax avoidance so that it can maximize company profits.

Based on the results of this research, this is because the increasing value of institutional
ownership has an impact on the possibility of tax avoidance practices carried out by companies.
Institutional owners have an incentive to ensure that management can make decisions that
maximize the welfare of institutional shareholders so they will only focus on profits. Meanwhile,
the benefits gained if companies can control institutional ownership, namely based on the size and
voting rights they have, can force managers to focus only on economic perfacmance so they can
avoid opportunities for tax avoidance.

CONCLUSION

Based on the results that have been carried out, it is
the leverage variable is 0.099, where this value is greater
means that the leverage variable has no effect on ta@@Voidance sq

research is rejected.
ed out, it isﬁa
This means that the profitability variah

N\ Q)
att ifi i
s value is | \* n i . ).
as a positive @ifect on tax @oidance so tj pothesis (H2)
in this research is accepted. ’

Based on the results t4 ave been carri i und that théSignificance value (sig) of
the company size variablgd§”0.517, whe is val er than theg@hificance level of 0.05 (5%).
This means that the pany size Vv, no Biffect on tax ay@ddance so that hypothesis (H3) in

‘ bee rried out, i ound that the significance value (sig) of
44]

Based on the results that have been
the profitability variable is 0.000, where

rut varg@ble has an € on tax avoidance with the direction of influence
et@value, name

in this resed®@h is rejected.
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