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Abstract. This study examines the effect of institutional ownership, independent board of commissioners, profitability and leverage 

on tax avoidance in manufacturing companies listed on the Indonesia Stock Exchange from 2019 to 2021. The population in this 

research is all manufacturing companies listed on the Indonesia Stock Exchange from 2019 to 2021 with a total of 180 companies. 

While the sample for this research was determined by purposive sampling method. The number of manufacturing companies 

sampled was 82 companies, so that 246 observation data were obtained during this research. Using panel data regression, this study 

find that profitability and leverage affect have positively effect on tax avoidance. While institutional ownership and independent 

board of commissioners had no effect on tax avoidance. 
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INTRODUCTION 

Taxes are the largest source of income for the state. The revenue obtained by the state from the tax sector will 

basically be returned to the community[1] in the form of infrastructure and benefits to be provided by the government 

[2]. Taxes as a significant income to support the budget in state financing [3]. Meanwhile, taxes for companies as 

taxpayers are a burden that will reduce net income[4]. This difference in interest causes taxpayers to tend to divert 

transactions into the category of non-tax objects as long as they are allowed and do not violate tax regulations called 

tax avoidance[5] while tax evasion is carried out by hiding transactions categorized as tax objects outside the tax 

provisions [6]. 

Tax avoidance efforts in a legal and safe way for taxpayers because it does not conflict with tax provisions[7], 

by utilizing the weaknesses contained in the tax laws and regulations which are used as techniques and ways to reduce 

the amount of tax to be paid [8]. Taxpayers are looking for ways that taxes paid can be made as small as possible 

without violating applicable rules while maintaining their accounting profits[9]. Companies also make planning 

schemes to minimize taxes paid which have a direct impact on the company's financial performance [10].  

One of the cases regarding tax avoidance reported by the Tax Justice Network Institute in 2019 was carried out 

by a tobacco company owned by British American Tobacco (BAT), which had committed tax evasion in Indonesia 

through PT Bentoel Internasional Investama. As a result, the country could suffer a loss of US$ 14 million per year. 

Any claim that tobacco companies make an economic contribution to offset the enormous health costs is false. The 

report explains BAT has diverted revenues out of Indonesia through intra-company loans and repayments to the UK 

for royalties, fees and services [11].  

Tax avoidance can be influenced by good corporate governance, including independent board of commissioners 

and institutional ownership. The existence of indications of companies in conducting tax avoidance can also be 

influenced by financial performance in the form of profitability (ROA) and leverage. Institutional ownership is 

ownership of company shares owned by institutions or agencies such as banks, insurance, and other agency ownership 
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[12]. Besides being considered the most influential party when the company has to decide on policies, the ownership 

structure also has an important role as a supervisor of the company's operations [13]. Research conducted by [14] and 

[15] states that institutional ownership has no influence on tax avoidance. Meanwhile, study conducted by [8] and [16] 

states that institutional ownership affects tax avoidance.  

An independent board of commissioners considered to be someone who is not affiliated in any way with the 

controlling shareholder, has no relationship with the board of directors or board of commissioners and does not serve 

as a director of a related company. The independent board of commissioners can carry out the monitoring function to 

support good company management and make financial reports more objective [8]. Research conducted by [17] and 

[18] states that tax avoidance not influenced by independent commissioners. Meanwhile, research [8] and [19] states 

that tax avoidance not influenced by the independent board of commissioners.  

Profitabillity describe the amount of profit earned by the company in a certain period [10]. The higher the ROA 

ratio, the higher the tax avoidance practices carried out by the company, this is because companies with high profits 

will be able to take advantage of loopholes in their tax management [20]. Research conducted by [10] and [15] states 

that profitability has no influence on tax avoidance. But in contrast to study conducted by [21] and [22] which states 

that profitability has a negative influence on tax avoidance.  

Leverage of a company is used as an asset or capital with fixed costs (debt and / or special shares) to obtain large 

income for the owner of the company [23]. Companies that choose to use leverage as corporate funding will result in 

the emergence of interest expense which can be a deduction from taxable income [20]. Research conducted by [19] 

and [24] states that tax avoidance not influenced by leverage. In contrast, study conducted by [25] and [26] proves 

that leverage affects tax avoidance. 

According to [27], defines agency theory as the basis for the relationship between principal and agent with 

assumption that each individual is motivated by their own interests, so that it can lead to conflict of interest between 

principal and agent. Agents are morally responsible for optimizing profits [27]. Companies are assumed to prioritize 

increased financial results or expansion of corporate investment, which of course will increase taxation, while the 

government is assumed to closely monitor every tax revenue that is the company's obligation [13]. Shareholders want 

managers to work with the aim of maximizing shareholder prosperity. Conversely, company managers may act not to 

maximize shareholder wealth, but to maximize their own wealth [28]. There are differences of interests between 

managers dan owners that result in information imbalances so that managers have more information about the 

company than company owners [29]. The government is assumed to be the principal where the company is assumed 

to be the agent. The company is assumed to prioritize increased financial results or expansion of corporate investment, 

which of course will increase taxation, while the government is assumed to closely monitor any tax revenue that is the 

company's obligation [13].  

The aims of this study was to test and provide empirical evidence regarding the effect of institutional ownership, 

independent board of commissioners, profitability and leverage on tax avoidance in manufacturing companies listed 

on the Indonesia Stock Exchange in 2019-2021. This research is expected to provide theoretical and practical benefits. 

Theoretical benefits are expected to be used as a reference for future research on the effect of institutional ownership, 

independent board of commissioners, profitability and leverage on tax avoidance. Practical benefits are expected to 

provide input for management in making tax decisions without avoiding obligations. 

 

Literature Review  

Tax avoidance 

Tax avoidance shows an attempt to ease the tax burden but without violating the law. The method used is by 

utilizing weaknesses in tax laws or regulations that aim to minimize the amount of tax payable. So that the amount of 

tax paid is not too large [30]. Although it does not violate tax law, tax avoidance directly results in a reduction in the 

amount of tax that should be received by the state [13]. 

Institutional Ownership on Tax Avoidance 

Institutional ownership is ownership from institutions that will have an important influence on the company in 

overseeing management performance. Institutional ownership will encourage an increase in more optimal supervision 

so as to influence the company in taking tax avoidance actions [8]. Agency theory states that there is a conflict of 

interest between shareholders and managers. Where managers want to maximize profits while shareholders want to 

ensure their welfare [31]. When the amount of share ownership by the institution in the company can reduce tax 

avoidance because the institution will carry out tighter supervision of the management. This is supported by research 

[32] which states that tax avoidance positively influenced by institutional ownership. In line with study conducted [8]. 

Based on previous research, the following hypothesis is formulated: 

H1 : Institutional ownership has a positive effect on tax avoidance. 
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Independent Board of Commissioners on Tax Avoidance 

The independent board of commissioners is someone who has no relationship with members of the board of 

directors, other members of the board of commissioners and majority shareholders in the company [33]. They will be 

responsible to shareholders so that independent commissioners will carry out tax compliance and not commit tax 

avoidance [19]. In accordance with agency theory, the greater the proportion of independent commissioners is 

expected to tighten management performance in managing the company [34].  This is supported by research  [24] 

saying that tax avoidance negatively influence by the independent board of commissioners. Consistent with research 

conducted [8] and [35]. Based on previous research, the following hypothesis is formulated: 

H2 : The independent board of commissioners has a negative effect on tax avoidance. 

Profitability on Tax Avoidance 

Profitability as an important factor for the imposition of income tax for companies, because profitability is an 

indicator of the company in achieving corporate profits [36]. Measurement of the level of profitability can use one of 

the ratios, namely Return on Asset (ROA). ROA is related to the profit generated by the company and the amount of 

income tax imposed [31]. Agency theory explains what agents can refer to in order to increase company profits. The 

higher the ROA ratio, the higher the tax avoidance practices carried out by the company, this is because companies 

with high profits will be able to take advantage of loopholes in their tax control [20]. This is supported by research 

[37] that said tax avoidance negatively influenced by profitability. In line with research conducted [38] and [39]. Based 

on previous research, the following hypothesis is formulated. 

H3 : Profitability has a negative effect on tax avoidance 

Leverage on Tax Avoidance 

The company's funding policy can be a picture of tax avoidance related to the effective tax rate because there are 

tax regulations related to the company's funding structure policy. Companies that choose to use leverage as corporate 

funding will result in the emergence of interest expense as a deduction from taxable income. The increase in the 

amount of debt will result in an increase in the interest expense that must be borne by the company [20]. This condition 

can be utilized by managers to conduct tax avoidance, namely by financing operational activities using debt [2]. The 

greater the level of leverage in the company, the greater the level of tax avoidance it does. This is supported by research 

[40] which says tax avoidance positively influenced by leverage. In line with study conducted by [25] and [26]. Based 

on previous research, the following hypothesis is formulated. 

H4 : Leverage has a positive effect on tax avoidance 

METHODS 

Population and Sample  

Population is the whole of the research subject [16]. Population refers to the entire group of people, events, or 

interesting things that you want to investigate. The population was taken from all manufacturing companies listed on 

the Indonesia Stock Exchange (IDX) in 2019-2021. 

The sample used is a manufacturing company listed on the Indonesia Stock Exchange (IDX) in 2019-2021. 

Sampling was carried out using a purposive sampling method with following criteria: 

1. Manufacturing companies listed on the Indonesia Stock Exchange in 2019-2021. 

2. Manufacturing companies that publish complete annual financial reports with financial reporting published as of 

December 31, during 2019-2021. 

3. Manufacturing companies that did not experience losses in 2019-2021. 

4. Manufacturing companies that report financial statements denominated in Rupiah 

Data Retrieval Technique  

The data used in this research is secondary data (financial data) obtained from financial reports reports of 

manufacturing sector companies in 2019-2021 through the website www.idx.co.id 

Data Analysis Technique 

This study was analyzed using a panel data regression (using Eviews 12 Software). Three approaches can be used, 

namely using CEM (Common Effect Model), REM (Random Effect Model), and FEM (Fixed Effect Model).   

Chow Test 

The Chow test is used to select the model used whether it is better to use FEM (Fixed Effect Model) or CEM 

(Common Effect Model). This test can be seen in the Probability (Prob) value. Cross-section F and Cross-section chi-

square with the following hypothesis [41]: 

H0 : If both the Cross-section F and Cross-section chi-square probability are greater than α (0.05), the model is the 

common effect model, or CEM. Ha : When the probability of Cross-section F and Cross-section chi square is less than 

α (0.05), the fixed effect model (FEM) will be applied. 
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Haussman Test  

The Haussman test is used to determine which model is better, whether the Random Effect Model (REM) or 

the Fixed Effect Model (FEM). This test can be seen in the Probability (Prob) value. Cross-section random with the 

following hypothesis [41] : 

H0 : If the Probability value (Prob.) Cross-section random is greater than α (0.05), the model adheres to the REM. Ha 

: If the Probability value (Prob.) Cross-section random is less than α (0.05), the model adheres to the FEM. 

Lagrangian Multiplier Test 

The Lagrange Multiplier test is used to determine whether the model used should use the Random Effect Model 

(REM) or the Common Effect Model (CEM). This test can be seen in the Breush-pagan probability value with the 

following hypothesis [41] : 

H0 : The model follows the Common Effect Model (CEM) if the Breush-pagan Cross-section Probability value> α 

(0.05). Ha : If α (0.05) is less than the Breush-Pagan Cross-section Probability value, the model is classified as the 

Random Effect Model (REM). 

Operational Definition  

Tax Avoidance  

Tax avoidance a legal way for taxpayers to minimize or eliminate tax liabilities by not violating tax laws and 

regulations. Calculation of tax avoidance using the ETR (Effective Tax Rate) formula. ETR is calculated from the 

comparison of tax expense with profit before tax [10]. 

ETR = 
𝐼𝑛𝑐𝑜𝑚𝑒𝑡𝑎𝑥𝑒𝑥𝑝𝑒𝑛𝑠𝑒

𝑃𝑟𝑜𝑓𝑖𝑡𝑏𝑒𝑓𝑜𝑟𝑒𝑡𝑎𝑥
𝑥100% 

Institutional ownership  

Institutional ownership is denoted by IO (Institutional Ownership) is shareholding by institutions such as banks, 

insurance companies, and other institutional shareholdings in the company. With institutional ownership, it will 

encourage increased supervision that is more optimal. Institutional ownership can be measured using the following 

ratio [14]. 

IO = 
𝑇𝑜𝑡𝑎𝑙𝑠ℎ𝑎𝑟𝑒𝑜𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝𝑏𝑦𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙𝑝𝑎𝑟𝑡𝑖𝑒𝑠

𝑁𝑢𝑚𝑏𝑒𝑟𝑜𝑓𝑠ℎ𝑎𝑟𝑒𝑠𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔
 

Independent Board of Commissioners 

The independent commissioner is an individual member of the board who has no business ties and is unrelated 

to directors, commissioners, or other controlling shareholders. [19]. The measuring this variable is by taking the total 

commissioners as a divider of the number of independent commissioners  . The independent board of commissioners 

is denoted by IBC (Independent Board of Commissioners). The independent board of commissioners can be 

formulated as follows [34]. 

IBC = 
𝑁𝑢𝑚𝑏𝑒𝑟𝑜𝑓𝑖𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠

𝑇𝑜𝑡𝑎𝑙𝑏𝑜𝑎𝑟𝑑𝑜𝑓𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠
 

 

Profitability 

Profitability is measured by the Return on Assets (ROA) proxy. ROA is a ratio of profit net of tax which states 

a measure to assess how much the rate of return on assets owned by the company[10]. ROA is calculated with the 

following ratio. 

ROA = 
𝐿𝑎𝑏𝑎𝑏𝑒𝑟𝑠𝑖ℎ𝑠𝑒𝑡𝑒𝑙𝑎ℎ𝑝𝑎𝑗𝑎𝑘

𝑇𝑜𝑡𝑎𝑙𝑎𝑠𝑒𝑡
𝑥100% 

Leverage   

The purpose of this ratio is to calculate each person's own capital in rupiah that is utilized as debt collateral. 

The company's lower corporation tax burden will be impacted by the interest expenses associated with the loan, which 

increase with the amount of debt capital utilized [42]. To calculate leverage, this study use the Debt to Equity Ratio 

(DER). 

DER = 
𝑇𝑜𝑡𝑎𝑙𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙𝑒𝑞𝑢𝑖𝑡𝑦
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Table 1. Operational Definitions and Measures 

Variable Definition Measures Source 

Tax Avoidance (Y) Tax avoidance is an effort made to 

minimize or eliminate the tax 

burden legally and not violate 

applicable regulations. 

ETR = 
𝐼𝑛𝑐𝑜𝑚𝑒𝑡𝑎𝑥𝑒𝑥𝑝𝑒𝑛𝑠𝑒

𝑃𝑟𝑜𝑓𝑖𝑡𝑏𝑒𝑓𝑜𝑟𝑒𝑡𝑎𝑥
𝑥100% 

[10] 

Institutional 

Ownership  (IO) 

Institutional ownership which is 

ownership of shares by institutions, 

agencies that are expected to 

provide maximum supervision of 

the company. 

IO = 
𝑇𝑜𝑡𝑎𝑙𝑠ℎ𝑎𝑟𝑒𝑜𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝𝑏𝑦𝑖𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑠

𝑁𝑢𝑚𝑏𝑒𝑟𝑜𝑓𝑠ℎ𝑎𝑟𝑒𝑠𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔
 

[14] 

Independent Board 

of Commissioners 

(IBC) 

 

The independent board of 

commissioners is a board member 

who comes from outside the issuer 

who meets the requirements as an 

independent commissioner. 

IBC = 
𝑁𝑢𝑚𝑏𝑒𝑟𝑜𝑓𝑖𝑛𝑑𝑒𝑝𝑒𝑛𝑑𝑒𝑛𝑡𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠

𝑇𝑜𝑡𝑎𝑙𝑏𝑜𝑎𝑟𝑑𝑜𝑓𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠
 

[34] 

Profitability (ROA) Profitability is a ratio used to obtain 

the amount of company profit in a 

certain period. 

ROA = 
𝐿𝑎𝑏𝑎𝑏𝑒𝑟𝑠𝑖ℎ𝑠𝑒𝑡𝑒𝑙𝑎ℎ𝑝𝑎𝑗𝑎𝑘

𝑇𝑜𝑡𝑎𝑙𝑎𝑠𝑒𝑡
𝑥100% 

 

[10] 

Leverage (DER) Leverage describes the use of debt 

as a source of funds to fulfill 

operational activities. 

DER = 
𝑇𝑜𝑡𝑎𝑙𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙𝑒𝑞𝑢𝑖𝑡𝑦
 

[42] 

RESULTS AND DISCUSSION 

Descriptive Statistics 

The manufacturing sector consists of the basic industrial and chemical sectors, the consumer goods industry 

sector and various industrial sectors. Based on the sample selection criteria, there are 82 companies with a total 

population of 180 companies in the 2019-2021 period. Thus 246 observation data were obtained. Table 2 presents 

outcomes of tests using descriptive statistics as follows: 

 

Table 2. Descriptive Statistical Test Results 

 Mean Median Maximum Minimum Std. Dev 

ETR 0.281274 0,241018 1,444426 0,001666 0,174741 

IO 0.765608 0.827218 0.999541 0.012635 0.229376 

IBC 0.403431 0.354167 0.666667 0.166667 0.093408 

ROA 0.090024 0.060905 0.607168 0.000407 0.084868 

DER 0.930646 0.641764 10.28053 0.003465 1.059295 

Observations 246 246 246 246 246 

Source : Data processed (Output Eviews 12), 2022 

 

From the results of data processing tests with eviews version 12, the outcomes of tests using descriptive statistics 

calculations are obtained in table 2. The conclusion that can be drawn from the descriptive statistical test results is that 

the largest mean is generated by the leverage variable (DER) of 0,930646, while the smallest mean is by the return on 

assets (ROA) variable of 0,080024. In addition, for the mean of other variables, namely institutional ownership (IO) 

of 0,765608 and the independent board of commissioners (IBC) variable of 0,403431. The largest median is generated 

by the institutional ownership (IO) variable of 0,827218, while the smallest median is by the return on assets (ROA) 

variable of 0,060905. In addition, the median of other variables, namely the independent board of commissioners 

(IBC) of 0,354167 and the leverage variable (DER) of 0,641764. Then the largest maximum value is generated by the 

leverage variable (DER) of 10,28053, while the smallest maximum is by the return on assets (ROA) variable of 

0,607168. In addition, for other variables, namely institutional ownership (IO) of 0.999541 and the independent board 

of commissioners (IBC) variable of 0,666667. The largest minimum is generated by the independent board of 

commissioners (IBC) variable of 0.166667, while the smallest minimum is by the return on assets (ROA) variable of 

0,000407. In addition, the institutional ownership variable (IO) is 0,012635 and the leverage variable (DER) is 

0,003465. The largest standard deviation value is generated by the leverage variable (DER) of 1,059295, which means 
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that DER has a higher level of risk compared to other variables. For the variable return on assets (ROA) has a lower 

level of risk with a value of 0,084868. This can show if the return on assets (ROA) during the study period experienced 

changes that were not too fluctuating. 

 

Panel Data Regression 

a. Chow Test 

Table 3. Result of Chow Test 

Effects Test Statistic d.f. Prob. 

Cross-section F 1,714185 (81.160) 0,0020 

Cross-section Chi-square 153,692091 81 0,0000 

Source : Data processed (Output Eviews 12), 2022 

Can be seen in table 3. Based on the test results, the Cross-section F probability value is 0,0020 < 0,05 and the Cross-

section Chi-square probability is 0,0000 < 0,05, so the fixed effect model (FEM) is chosen 

b. Hausman Test 

Table 4. Result of Hausman Test 

Test Summary Chi-Sq.Statistic Chi-Sq.d.f Prob. 

Cross-section random 2,066803 4 0,7235 

Source : Data processed (Output Eviews 12), 2022 

Can be seen in table 4. Based on the test results, the cross-section random probability value is 0,7235> 0,05, so the 

random effect model (REM) is chosen. 

c. Uji Lagrange Multipler 

Tabel 5. Uji Lagrange Multipler 

 Cross-section Test Hypothesis Time Both 

Breusch-Pagan 

 

8,621558 

(0,0033) 

1,453524 

(0,2280) 

10,07508 

(0,0015) 

Source : Data processed (Output Eviews 12), 2022 

Can be seen in table 5. Based on the test results, the Breusch-Pagan cross-section probability value is 0,0033 <0,05, 

so the random effect model (REM) model was chosen. 

Multiple Regression Results 

Table 6. Random Effect Model 

Variabel Coefficient Std.Error t-Statistic Prob. 

C 

IO 

IBC 

ROA 

DER 

0.284929 

0.006301 

-0.040070 

-0.486752 

0.050114 

0.067765 

0.051705 

0.126085 

0.136569 

0.011165 

4.204660 

0.121855 

-0.317800 

-3.564157 

4.488615 

0.0000 

0.9031 

0.7509 

0.0004 

0.0000 

Adjusted R-squared 

F-statistic 

0.121150 

9.443357 

Source : Data processed (Output Eviews 12), 2022 

 

Regression Equations 

Based on the results of the panel data regression equation above using eviews 12, a constant value of 0,284929 

is obtained, this indicates that the variables IO, IBC, ROA and DER are considered constant at 0, then the value of tax 

avoidance is 0,284929. The coefficient value generated by institutional ownership is 0,006301, meaning that if 

institutional ownership increases, it will not affect tax avoidance. This shows that the amount or lack of institutional 

ownership in a company has no impact on tax avoidance. The coefficient value generated by independent 

commissioners is -0,040070, meaning that if the independent board of commissioners increases, will not have any 

impact on tax avoidance. This shows that if the percentage of independent commissioners is high or low, it does not 

affect tax avoidance. The coefficient value generated by profitability is -0,486752, meaning that if profitability 

increases it will affect tax avoidance. The outcomes indicate that the higher the company’s profit, the higher the tax 
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avoidance that can be done. The coefficient value generated by leverage is 0,050114, meaning that if leverage 

increases, the act of tax avoidance will increase of 0,050114 with coefficient is considered constant. Since the research 

findings indicate that tax avoidance is impacted by the debt to equity ratio. The results show that the likelihood of tax 

avoidance   increases with a company's level of debt. 

Hypothesis Test 

Can be seen in table 6. Based on the test results, it can be obtained an f-statistic value of 9,443357> 0,05. so it 

can be concluded that the variables of institutional ownership as the first independent variables, independent 

commissioners as the second independent variables, profitability and leverage together (stimultan) have no influence 

on tax avoidance. Derived from the test results, the Adjusted R-squared value is 0,121150, meaning that the variation 

in changes in the rise and fall of tax avoidance can be explained by institutional ownership (IO), independent board 

of commissioners (IBC), profitability (ROA) and leverage (DER) of 12,1%. Based on the test results, it can be obtained 

that institutional ownership and the independent board of commissioners partially no impact on tax avoidance. While 

profitability and leverage partially affect tax avoidance. The outcomes of statistical tool of the regression analysis in 

this study indicate that the first variable of institutional ownership (IO) with hypothesis H1 is rejected, which means 

that institutional ownership (IO) has no influence on tax avoidance. This is evidenced by the probability value of 

0,9031> 0,05. The 2nd variable of the independent board of commissioners (IBC) shows H2 is rejected, which means 

that it cannot prove the influence of the independent board of commissioners on dependen variables. This is evidenced, 

the probability value on 0,7509> 0,05. The 3rd variable profitability (ROA) has a probability value of 0,0004 <0,05, 

which means that there is an influence between profitability (ROA) and tax avoidance. So it can be concluded that H3 

is accepted. The 4th variable leverage (DER) shows the results of H4 research accepted, which means that leverage 

(DER) affects tax avoidance. The probability value obtained is 0,0000 < 0,05.  

Tax Avoidance from an Institutional Ownership Perspective 

According to the test findings of the analysis of regression in table 6, it shows that the first hypothesis (H1) is 

rejected, which means that the first independent variable which is institutional ownership has no influence on tax 

avoidance. Institutional ownership which is ownership of shares by institutions, agencies that are expected to provide 

maximum supervision of the company. However, the existence of this ownership structure has not provided 

supervision to management for their own selfish actions. Research conducted by [15] which states that institutional 

ownership has no effect on tax avoidance, because basically institutions participate in supervision and management in 

running the company but are not directly involved in running the company, institutional owners entrust the 

management and supervision of the company to the company's management board of directors and 

commissioners[43]. Consistent with research [39] that institutional ownership is irrelevant in the context of tax 

avoidance, because the role of institutional ownership only prioritizes its welfare in obtaining maximum profit without 

paying attention to the company's image. In contrast to research [12] that institutional ownership affects tax avoidance. 

Tax Avoidance from an Independent Board of Commissioners Perspective 

Considering to the test findings of the regression analysis state from table 6, it shows that the second hypothesis 

(H2) is rejected, which implies that tax avoidance is unaffected by the independent board of commissioners. This 

shows that if the percentage of independent commissioners is high or low, it does not affect tax avoidance. The absence 

of the independent board of commissioners' influence on tax avoidance is a result of the board of commissioners' lax 

management oversight. Research by [17] states that independent commissioners has no affect to tax avoidance. The 

increase in the number of independent commissioners does not affect tax avoidance, due to a decrease in the number 

of independent members or an increase in the number of independent members each year. Consistent with research 

[34] shows that there is no impact of the independent board of commissioners on tax avoidance, which can be due to 

the non-optimal supervisory function carried out by independent commissioners on company management. In contrast 

to research [19] independent commissioners have an effect on tax avoidance, indicating that if the percentage of the 

board of commissioners is high, the higher the tax avoidance that can be caused. 

Tax Avoidance from a Profitability Perspective 

Considering to the aoutcome of the regression analysis in table 6, it shows that the third hypothesis (H3) is 

accepted, which means that return on asset as the proxy profitability has a negative effect on tax avoidance. ROA is a 

ratio used to assess the ability of a company to obtain large profits on operational activities in the company. The higher 

the ROA value, the higher the profit generated by a company and indicates that the level of profitability is also high 

[31]. If the profit generated is higher, the amount of tax that will be paid will also increase. Therefore, companies tend 

to minimize their tax burden by doing tax avoidance. This research is in line with research conducted by [21], [8], 

[22], [39], which claims that tax avoidance is negatively impacted by profitability. The more profitable the business 

is, the more it suppresses tax avoidance. Contrary to research [12] that profitability (ROA) has no influence with a 

negative direction on tax avoidance. 

Tax Avoidance from a Leverage Perspective 
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Drawn from the results of the regression analysis in table 6, it shows that the fourth hypothesis (H4) is accepted, 

which indicates that the impact of leverage on tax avoidance is favorable. Leverage is a method used to finance 

company activities through debt in the hope of obtaining greater profits[44]. The greater a company uses leverage as 

corporate funding, the higher the interest expense which causes the less tax to be paid[45]. If a company with a large 

amount of debt has a small tax rate and produces a minimal tax burden, this can reduce state revenue [24]. This is in 

accordance with research conducted by [25] and [26], The level of leverage in the company is directly proportional to 

the high level of tax avoidance it does. But the results of this study contradict research [36] and [46] which stated that 

the increase in leverage in the company has no impact on tax avoidance. 

CONCLUSIONS 

It is clear from the examination and debate of the test results that institutional ownership and an independent 

board of commissioners have no bearing on tax evasion. Tax evasion is negatively impacted by profitability. Tax 

avoidance at manufacturing companies listed on the Indonesia Stock Exchange (IDX) between 2019 and 2021 is 

positively impacted by leverage..  

This research has limitations in the research period which was only conducted for 3 years, so this may affect the 

results of the study. Suggestions for future researchers who will conduct research are expected to use variables from 

other good corporate governance such as audit quality, audit committee, managerial ownership and financial 

performance related to tax avoidance. Changing the research sample to other company sectors in order to find out its 

effect on tax avoidance. In addition, it can also increase the period of research years to be carried out in order to obtain 

diverse research results. 

REFERENCES 

[1] A. Firmansyah et al., “Political connections, investment opportunity sets, tax avoidance: does corporate social 

responsibility disclosure in Indonesia have a role?,” Heliyon, vol. 8, no. 8, 2022, doi: 

10.1016/j.heliyon.2022.e10155. 

[2] R. Emanuel, E. Trisnawati, and A. Firmansyah, “Manajemen Laba, Leverage, Pertumbuhan Penjualan, 

Penghindaran Pajak: Peran Moderasi Komisaris Independen,” E-Jurnal Akunt., vol. 33, no. 3, pp. 756–772, Mar. 

2023, doi: 10.24843/EJA.2023.v33.i03.p13. 

[3] R. M. Oktaviani, S. Wulandari, and Sunarto, “Multinational Corporate Tax Avoidance in Indonesia,” Int. J. Prof. 

Bus. Rev., vol. 8, no. 2, pp. 01–15, 2023, doi: 10.26668/businessreview/2023.v8i2.1549. 

[4] S. D. Dyreng, M. Hanlon, and E. L. Maydew, “Long-run corporate tax avoidance,” Account. Rev., vol. 83, no. 

1, pp. 61–82, 2008, doi: 10.2308/accr.2008.83.1.61. 

[5] S. O. Rego and R. Wilson, “Equity Risk Incentives and Corporate Tax Aggressiveness,” J. Account. Res., vol. 

50, no. 3, pp. 775–810, 2012, doi: 10.1111/j.1475-679X.2012.00438.x. 

[6] R. M. Oktaviani, K. Wicaksono, S. Sunarto, and C. Srimidarti, “The CEO Characteristics Factors Toward Tax 

Aggressiveness of Family Companies in Indonesia,” vol. XXVI, no. 01, pp. 61–75. 

[7] G. Taylor and G. Richardson, “International Corporate Tax Avoidance Practices: Evidence from Australian 

Firms,” Int. J. Account., vol. 47, no. 4, pp. 469–496, 2012, doi: 10.1016/j.intacc.2012.10.004. 

[8] I. M. A. R. Ariawan and P. E. Setiawan, “Pengaruh Dewan Komisaris Independen, Kepemilikan Institusional, 

Profitabilitas dan Leverage terhadap Tax Avoidance,” vol. 18, pp. 1831–1859, 2017. 

[9] G. Richardson, G. Taylor, and R. Lanis, “The impact of financial distress on corporate tax avoidance spanning 

the global financial crisis: Evidence from Australia,” Econ. Model., vol. 44, pp. 44–53, 2015, doi: 

10.1016/j.econmod.2014.09.015. 

[10] P. N. H. Ardianti, “Profitabilitas , Leverage , dan Komite Audit Pada Tax Avoidance,” vol. 26, no. 2019, pp. 

2020–2040, 2020. 

[11] Kontan.co. id, “Tax Justice Laporkan Bentoel Lakukan Penghindaran Pajak, Indonesia rugi US$ 14 juta,” Rabu 

08 Mei, 2019. 

[12] F. Suciati and S. Wulandari, “Faktor-Faktor yang Berpengaruh terhadap Penghindaran Pajak Di Badan Usaha 

Milik Negara,” pp. 1083–1090, 2022. 

[13] A. M. Krisna, “Pengaruh Kepemilikan Institusional dan Kepemilikan Manajerial pada Tax Avoidance dengan 

Kualitas Audit sebagai Variabel Pemoderasi,” vol. 18, no. September, pp. 82–91, 2019. 

[14]  i gusti agung istri Windaryani and  i ketut Jati, “Pengaruh Ukuran Perusahaan, Kepemilikan Institusional, dan 

Konservatisme Akuntansi pada Tax Avoidance,” pp. 375–387, 2018. 



2nd International Conference of Multidisciplinary Studies (ICMS 2023)  

 

https://doi.org/10.35315/icms.v2i1.9383 201 

[15] Yusmaniarti, A. Oktapriani, F. Ranidiah, H. Setiorini, and Marini, “The Effect Of Institutional Ownership, 

Independent Board Of Commissioners and Profitability On Tax Avoidance In Mining Companies Listed On the 

Indonesia Stock Exchange,” vol. 5, no. 4, pp. 340–357, 2021. 

[16] L. W. Dwi and D. Setiawan, “Pengaruh Kepemilikan Institusional terhadap Penghindaran Pajak Perusahaan 

Manufaktur di Indonesia (2017-2019),” vol. 0832, pp. 71–84, 2022. 

[17] N. R. Rospitasari and R. M. Oktaviani, “Analisa Pengaruh Komite Audit , Komisaris Independen dan Kualitas 

Audit terhadap Penghindaran Pajak,” vol. 5, no. 3, pp. 3087–3099, 2021. 

[18] H. Aini and A. Kartika, “The Pengaruh Profitabilitas, Leverage, Komisaris Independen, Ukuran Perusahaan dan 

Capital Intensity Terhadap Penghindaran Pajak,” J. Ilm. Komputerisasi Akunt., vol. 15, no. 1, pp. 61–73, 2020, 

doi: 10.51903/kompak.v15i1.604. 

[19] L. N. Faadiyanti and S. Wulandari, “Tax Avoidance dari Sudut Pandang “ Size , Return On Asset , Leverage , 

Capital Intensity dan Komisaris Independen,” vol. 6, no. 2, pp. 666–683, 2022. 

[20] S. Pitaloka and  ni ketut lely aryani Merkusiwati, “Pengaruh Profitabilitas, Leverage, Komite Audit, dan Karakter 

Eksekutif Terhadap Tax Avoidance,” vol. 27, pp. 1202–1230, 2019. 

[21] P. W. Arianandini and I. W. Ramantha, “Pengaruh Profitabilitas, Leverage, dan Kepemilikan Institusional pada 

Tax Avoidance,” vol. 22, pp. 2088–2116, 2018. 

[22] M. Ariska, M. Fahru, and J. W. Kusuma, “Leverage , Ukuran Perusahaan dan Profitabilitas dan Pengaruhnya 

Terhadap Tax Avoidance Pada Perusahaan Sektor Pertambangan di Bursa Efek Indonesia Tahun 2014-2019 

Leverage , Ukuran Perusahaan dan Profitabilitas dan Pengaruhnya Terhadap Tax Avoidance Pada ,” vol. 01, no. 

01, 2020. 

[23] U. Fikriyah and T. Suwarti, “Pengaruh Tax Avoidance , Leverage dan Ukuran Perusahaan terhadap Nilai 

Perusahaan,” pp. 541–549, 2022. 

[24] M. R. F. Aliviano and Hermi, “Pengaruh Komisaris Independen, Capital Intensity, Leverage, dan Ukuran 

Perusahaan terhadap Penghindaran Pajak,” vol. 3, no. 1, pp. 1945–1954, 2023. 

[25] L. Apriliyani and A. Kartika, “Pengaruh Profitabilitas, Leverage, Ukuran Perusahaan Dan Sales Growth 

Terhadap Tax Avoidance Pada Perusahaan Sektor Manufaktur Di Bursa Efek Indonesia Tahun 2015-2019,” J. 

Manaj., vol. 15, no. 2, pp. 180–191, 2021. 

[26] I. Abdullah, “Pengaruh Likuiditas dan Leverage terhadap Penghindaran Pajak pada Perusahaan Makanan dan 

Minuman,” vol. 7597, no. 1, pp. 16–22, 2020. 

[27] R. N. Anthony and V. Govindarajan, Management Control system Buku 2. Jakarta: Salemba Empat, 2005. 

[28] L. P. Maidina and L. N. Wati, “Pengaruh Koneksi Politik, Good Corporate Governance Dan Kinerja Keuangan 

Terhadap Tax Avoidance,” J. Akunt., vol. 9, no. 2, pp. 118–131, 2020, doi: 10.37932/ja.v9i2.95. 

[29] R. M. Oktaviani, D. T. Susanti, S. Sunarto, and U. Udin, “The Effect Of Profitability , Tax Avoidance And 

Information Transparency On Firm Value : An Empirical Study In Indonesia,” vol. 8, no. 11, pp. 3777–3780, 

2019. 

[30] Mardiasmo, Perpajakan. Andi Yogyakarta Soft Cover, 2016. 

[31] N. K. A. Praditasari and  putu ery Setiawan, “Pengaruh Corporate Governance , Ukuran Perusahaan , Leverage 

dan Profitabilitas pada Tax Avoidance,” vol. 19, pp. 1229–1258, 2017. 

[32] F. Q. Y. Alvenina, “Pengaruh Good Corporate Governance pada Perusahaan Pertambangan yang Terdaftar di 

BEI Tahun 2014-2019,” pp. 87–106, 2021. 

[33] R. Andini, A. D. Andika, and A. Pranaditya, “Analisa Pengaruh Kepemilikan Institusional, Proporsi Dewan 

Komisaris Independen, dan Profitabiitas terhadap Penghindaran Pajak dengan Ukuran Perusahaan sebagai 

Variabel Moderating,” vol. 22, no. 2, pp. 530–538, 2022. 

[34] Y. Mulyana, S. Mulyati, and I. Umiyati, “Sistem informasi, keuangan, auditing dan perpajakan,” vol. 4, no. 2, 

pp. 160–172, 2020. 

[35] S. L. Dewi and R. M. Oktaviani, “Pengaruh Leverage, Capital Intensity, Komisaris Independen Dan Kepemilikan 

Institusional Terhadap Tax Avoidance,” Akurasi  J. Stud. Akunt. dan Keuang., vol. 4, no. 2, pp. 179–194, 2021, 

doi: 10.29303/akurasi.v4i2.122. 

[36] N. Sari, E. Luthan, and N. Syafriyeni, “Pengaruh Profitabilitas , Leverage, Komisaris Independen, Kepemilikan 

Institusional, dan Ukuran Perusahaan terhadap Penghindaran Pajak pada Perusahaan Manufaktur yang Terdaftar 

di Bursa Efek Indonesia pada Tahun 2014-2018,” vol. 20, no. 2, pp. 376–387, 2020, doi: 

10.33087/jiubj.v20i2.913. 

[37] R. Purwanti and H. Jaya, “Faktor-Faktor yang Mempengaruhi Tax Avoidance pada Perusahaan Property dan 

Real Estate,” vol. 14FAKTOR-F, no. 2, pp. 9–15, 2020. 

[38] S. A. D. Ayu and A. Kartika, “Faktor-Faktor yang Mempengaruhi Tax Avoidance pada Perusahaan Manufaktur,” 

vol. 8, no. 1, pp. 64–78, 2019. 



2nd International Conference of Multidisciplinary Studies (ICMS 2023)  

 

https://doi.org/10.35315/icms.v2i1.9383 202 

[39] C. Irawan and Ngadiman, “Pengaruh Profitabilitas dan Good Corporate Governance terhadap Penghindaran 

Pajak,” J. Multiparadigma Akunt., vol. IV, no. 2, pp. 521–530, 2022. 

[40] Widaryanti, “Analisis Pengaruh Kepemilikan Institusional, Komisaris Independen, Leverage, Ukuran 

Perusahaan dan Profitabilitas trehadap Tax Avoidance,” vol. 01, no. 01, pp. 1–9, 2022. 

[41] A. Eksandy and D. S. Abbas, “Relevansi Nilai Earning per Share, Price Book Value, Cash Flow, Current Ratio 

dan Harga Saham: Return on Asset Sebagai Pemoderasi,” J. Akunt., vol. 12, no. 2, pp. 187–202, 2020, doi: 

10.28932/jam.v12i2.2152. 

[42] I. Aulia and E. Mahpudin, “Pengaruh profitabilitas , leverage , dan ukuran perusahaan terhadap tax avoidance 

The effect of profitability , leverage , and company size on tax avoidance,” vol. 17, no. 2, pp. 289–300, 2020. 

[43] A. Alkurdi and G. H. Mardini, “The impact of ownership structure and the board of directors’ composition on 

tax avoidance strategies: empirical evidence from Jordan,” J. Financ. Report. Account., vol. 18, no. 4, pp. 795–

812, 2020, doi: 10.1108/JFRA-01-2020-0001. 

[44] V. Jingga and L. Lina, “Factors Influencing Tax Avoidance Activity: An Empirical Study from Indonesia Stock 

Exchange,” Indian-Pacific J. Account. Financ., vol. 1, no. 1, pp. 17–25, 2017, doi: 10.52962/ipjaf.2017.1.1.3. 

[45] S. K. Agyei, E. Marfo-Yiadom, A. Ansong, and A. A. A. Idun, “Corporate Tax Avoidance Incentives of Banks 

in Ghana,” J. African Bus., vol. 21, no. 4, pp. 544–559, 2020, doi: 10.1080/15228916.2019.1695183. 

[46] Moeljono, “Faktor-Faktor yang Mempengaruhi Penghindaran Pajak,” vol. 5, no. 1, pp. 103–121, 2020, doi: 

10.33633/jpeb.v5i1.2645. 

 

 


