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I. Introduction 
 

The phenomenon of the difference in interests between taxpayers and the 

government and the average tax ratio that has not achieved the target indicates a fairly 

large tax avoidance activity (Jost, 2018). Tax avoidance by carrying out aggressive tax 

planning is classified as an unlawful act that is inappropriate for company management, 

and is one of the causes of not achieving the target of government revenue originating from 

taxes (Lee et al., 2015; Gaaya et al., 2017). The fact is that tax cases and allegations of tax 

evasion have occurred and become global in nature Several cases that have occurred and 

have been published include those that occurred in Hong Kong (UK tax avoidance cases 

considered in hong kong trust case, 1999); in Ghana (Amidu et al., 2019); in Nigeria 

(Adegbite & Bojuwon, 2019); in Croatia (Roska et al., 2019); the case of a football club in 

England (Croft & Houlder,2017); in America (Robert, 2006); in London Marriner, (2017) 

in Thailand (Thailand: Govt goes ahead with ex-PM's tax avoidance case, 2018, Nov 09); 

in Indonesia (Bimo et al., 2019) and many other tax cases related to various industries and 

professions. 

 

Abstract 

Practically, it is still found that there is a distinction of interest 
between government and taxpayers, where the government has an 
interest in collecting taxes as optimal as possible to be channeled 
in the public interest, while taxpayers try to pay tax as efficiently 
as possible for their individual benefits. This study employed a 
confirmatory descriptive approach with aims to find out wheter 
financial reasons urged taxpayers to do tax avoidance. The 
population in this study is the annual financial statements of 
manufacturing companies listed in Indonesia Stock Exchange. The 
data collected and processed using the ordinary least square 
approach. This study proposed that transfer pricing has no 
significant effect on tax avoidance, leverage has a significant effect 
on tax avoidance, profitability has a significant effect on tax 
avoidance, and sales growth has a significant effect on tax 
avoidance. While the result of the simultaneous test shows that the 
overall predictor has a significant effect on tax avoidance. The 
findings from this study are important inputs, especially for 
government tax recipients to pay more attention to the companies 
where profitability and sales growth are high, and when 
receivables shifts are more concentrated on receivables with 
related parties when compared to receivables from other parties, 
the such companies are tend to do tax efficiency by means of tax 
avoidance. 
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The practice of transfer pricing is the main driving factor for companies to do tax 

avoidance (Adegbite & Bojuwon, 2019). The company carries out transfer pricing 

practices for regions with a higher tax rate to regions with a lower tax rate for tax 

avoidance or at least lowering the tax expense (Liu et al., 2019), so the regulator must 

carefully observ and make appropriate rules so that this transfer pricing practice does not 

interfere with the target of government revenues and programs for the welfare of the 

society (Rathke et al., 2020). 

Regarding the leverage, Ichsani & Susanti (2019) said that with the increase in 

corporate debt (which is described by an increase in debt to equity ratio), the company tries 

to avoid tax, considering the tendency of companies to have high debt expenses, so that 

leverage affects tax avoidance practices (Adegbite & Bojuwon, 2019). 

When it comes to profitability, Adegbite & Bojuwon (2019) have stated that 

profitability is also a driving force for companies to do tax avoidance. Companies with a 

high level of profitability are significantly trying to make plans to reduce their tax 

obligations, where the company feels that the amount that must be paid for its tax expense 

is too large (Ichsani & Susanti, 2019), this is also supported by Gunaasih (2021) who said 

that companies with high profit rates try to do tax avoidance efforts. Profitability (profit) is 

the result of the wisdom taken by management. Profit ratio to measure how much the level 

of profit that can be obtained by the company (Yusuf et al, 2019). 

Furthermore, related to company growth, Kim & Chae (2017) said that tax avoidance 

practices are quite different for small and medium-sized companies when compared to the 

large companies, company’s growth also influences different tax avoidance practices. The 

large companies and or companies that have higher growth will tend to do tax avoidance. 

The companies with higher growth rates (one of which is indicated by sales growth) are in 

need of large capital, to meet the large capital needs, the company will increase debt or 

equity, in which each source of funding for this capital there is an expense that must be 

paid at such times, in such condition the company tries to do cost efficiency, including tax 

avoidance efforts (Anonymous, 2015). 

This research to find out whether financial perspective (as seen from transfer pricing 

practices, leverage ratios, profitability, and sales growth) can significantly affect tax 

avoidance practices. The results of this study will be very useful for tax regulators to 

optimize state revenues from taxes. The results of this study are also expected to be useful 

to the companies in connection with good tax planning efforts, and the results of this study 

can also be an additional reference for academics regarding transfer pricing, leverage, 

profitability, sales growth and their effect on tax avoidance. 

 

II. Review of Literature 
 

Transfer pricing is a transaction of goods and services between several divisions in a 

business group, either by marking up or marking down the price. This activity has 

implications for income shifting in the corporate group and potentially to avoid corporate 

income tax (Tila, 2015). Various objectives to be achieved in transfer pricing, including 

maximizing global income (Solilova & Nerudova, 2018). 

The companies need funding for operational activities. Companies that use debt as a 

source of funding for their operational activities will bear interest expense that must be 

paid (Jost, 2018). On the one hand interest on debt will reduce the company's profit, but on 

the other hand, the interest expense component will reduce the company's profit before tax, 

so that the tax expense will be reduced. this has the implication that the company's funding 

policy must be very carefully considered  (Ichsani & Susanti, 2019). 

http://www.bircu-journal.com/index.php/birci
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Meanwhile, the company's short-term goal is to make and increase profit. 

Profitability is the company's ability to earn profits from sales and operational activities. 

Profitability can also be used to measure the company's health, the company's ability to 

generate profits from business activities (Baginski et al., 2018). The profitability ratio also 

reflects how the performance of management in maintaining the effectiveness of the 

company's operations (Subramanyam, 2014). One of the most frequently used profitability 

ratios is the return on assets ratio. This ratio is important for the management to evaluate 

the effectiveness and efficiency of the company's management in managing all company’s 

assets (Davidson, 2020). 

Sales are the main source of income from business activities. Sales growth reflects 

the company's success in managing resources to be able to generate revenue growth which 

illustrates an increase in operational capacity, and has the potential to become a profit for 

the company (Kim & Chae, 2017). The increase in sales reflects the company's 

performance in managing existing resources is quite good, a continuous increase in sales 

will make the size of the company bigger which makes taxable income and tax expense 

also increase (Susanti, 2017). 

Meanwhile, the behavior of taxpayers in general is to seeks the efficiency of the tax 

expense, one of the ways is through tax avoidance (Hughes, 2006). Tax avoidance is an 

effort to manipulate taxes so that it becomes a "tax affair" which is still within the 

framework of tax provisions. Although tax avoidance is still within the framework of 

taxation provisions, this is contrary to the government's goal of increasing tax revenue. So 

that often loopholes that companies use to reduce the tax expense can be corrected by the 

tax office (Karayan et al., 2002). Hughes (2006) further said that the tax avoidance model 

is most likely to occur in trading companies. This happens because the transactions carried 

out are related to various aspects of taxation, such as value added tax, import export tax, to 

income tax.  

 

2.1 Transfer Pricing and Tax Avoidance 

Transfer pricing in the company is carried out through transactions with related 

parties. Intra-company transactions, which are reflected in high intra-company receivables, 

indicate high transfer pricing (Rathke et al., 2020). These activities tend to be carried out to 

shift tax obligations, including to reduce the value added tax expense which will later 

cancel each other out so that it becomes a profit for the company as a whole (Liu et al., 

2019). The transfer pricing mechanism is also carried out by setting changes in the selling 

price for intra transactions (Clausing, 2003). In multinational companies, transfer pricing is 

carried out by conducting transactions with related parties by shifting profits from 

countries with high tax rates to the countries with low tax rates (Desai and Dharmapala, 

2006). Sikka and Willmott, (2010) say that transfer pricing aims to avoid taxes and allocate 

intra-company resources. 

Susanti and Firmansyah (2018) explained that there were allegations of corporate tax 

evasion by transferring business profits to foreign company networks and also 

characterized by increasing intercompany receivables in an effort to reduce tax payments. 

Research conducted by Adegbite and Bojuwon (2019); Amidu et al., (2019) stated that 

transfer pricing has a positive and significant effect on tax avoidance practices, this is due 

to the company's desire to minimize the tax expense by taking advantage of the tax 

provisions gap. Previous research related to tax avoidance actually shown that transfer 

pricing did not have a significant effect on tax avoidance, Panjalusman et al., (2018). Sari 

et al., (2020) found that transfer pricing practices for tax avoidance occur only for service 
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fee transactions and not for the sale of goods. Based on these findings, the research 

hypothesis related to these variables is: 

H1: Transfer pricing has a significant impact on tax avoidance. 

 

2.2 Leverage and Tax Avoidance 

The use of debt in funding the operational activities will result in fixed costs in the 

form of interest, interest expense will reduce the tax expense, meaning to say if the interest 

expense increase, than the tax expense will decrease, so it can be said that the company's 

goal in carrying out tax expense efficiency is successful and indicates the company is tax 

evasion. Previous research conducted by Ichsani & Susanti (2019) explained that leverage 

has a positive effect on tax avoidance. The higher the company's leverage, the higher the 

interest costs arising from debt and the impact on the reduction of the company's tax 

expense. Similar findings are also said that leverage affects tax avoidance practices 

(Adegbite & Bojuwon, 2019). However, Gunaasih (2021) shown that leverage cannot 

significantly affect tax avoidance. On the basis of this description, this study also makes 

hypothesis related to these variables, namely: 

H2: Leverage has a significant impact on tax avoidance. 

 

2.3 Profitability and Tax Avoidance 

Profitability is a reflection of the company's financial performance in generating a 

return on the company's asset management. The low return on assets shows the small profit 

generated on assets used for company operations. High profitability will result in high 

corporate tax expense. Kraft (2014) says that when profitability is high, companies will 

tend to be tax efficient with tax avoidance, one of the reasons is that companies feel too big 

to pay taxes even with high profitability. Even the bonus hypothesis plan states that 

management will tend to get high bonuses when they are able to carry out tax expense 

efficiency (Godfrey et al., 2010). Gunaasih (2021) also shows that there is a significant and 

positive effect between profitability and the level of corporate tax avoidance. Irianto et al., 

(2017) who examined companies in Indonesia, and Salaudeen (2017) who examined 

companies in Nigeria found that there was a negative relationship between profitability and 

corporate tax avoidance. Meanwhile, Nugraha & Meiranto (2015) found that profitability 

had no significant effect on tax avoidance. Based on the previous findings, the research 

hypothesis related to these variables is: 

H3: Profitability has a significant impact on tax avoidance. 

 

2.4 Sales Growth and Tax Avoidance 

Companies with high levels of sales growth need more funds for future growth 

funding so that companies will tend to finance through debt and maintain profits to be 

reinvested in the company. Debt used for operational funding has interest that can reduce 

taxes, so high sales growth indicates tax avoidance efforts arised. The study has been 

described by Calvin & Sukartha (2015) which shown that there was a significant and 

positive effect sales growth on tax avoidance. Meanwhile, Kim & Chae (2017) said that 

growing companies need more funds and will tend to make efficiencies including 

minimizing tax payments for a better growth orientation. On the other hand (Susanti, 2017) 

said that with sales growth it can indicate that profits also have the potential to increase 

which makes taxable income also increase. Based on above description, this research 

hypothesizes as follows: 

H4: Sales growth has a significant impact on tax avoidance. 
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III. Research Methods 
 

This study is a quantitative research with explanatory descriptive, which describes 

the situation based on the actual facts and tests the hypotheses that have been developed. 

Sekaran & Bougie (2010) explained that the descriptive method is a collection of data 

obtained, presented, described and can provide core information from the existing data set. 

Explanatory means testing and outlining casual hypotheses which are developed to find out 

the factors that cause phenomena to occur. Social factors that become priority parameters 

include; in what fields property is developed, independently or in cooperation, if the 

cooperation to which party is invested, and so on (Martinelli et al, 2019). 

The population of this study are manufacturing companies listed on the Indonesia 

Stock Exchange. Sampling in this study used a purposive sampling technique, namely the 

technique of determining the sample through certain considerations (Saunders et al., 2009). 

The sample criteria in this study are that the observed companies are manufacturing 

companies that present complete financial statements and do not experience losses during 

the observation period, namely 2018 - 2020, and also that the observed companies have 

related party receivable during the observation period. 

From the data screening result using purposive sampling method found there were 38 

companies that did not report complete financial statements, 59 companies that suffered 

losses, 21 companies that did not have receivables from related parties, and 10 companies 

that did not present financial statements in rupiah during period 2018 - 2020. The number 

of companies that meet the criteria are 65 companies with data for 3 years, so the total 

sample of this research is 195 research data. 

Operational variable is one part of research that aims to provide information about 

how to measure research variables. The variables studied consisted of independent 

variables and dependent variable, the independent variables of this study are transfer 
pricing, leverage, profitability and sales growth, while the dependent variable is tax avoidance.  

 

Table 1. Operational and Measurement Variables 
Variables Measurement Scale 

Transfer Pricing (X1)/ Independent 

(Rathke et al., 2020)  

ratio 

Leverage (X2)/ Independent 

(Jost, 2018; Ichsani & Susanti, 2019)  

ratio 

Profitabilitas (X3)/ Independent 

(Kraft, 2014; Salaudeen, 2017)  

ratio 

Sales Growth (X4)/ Independent 

(Calvin & Sukartha, 2015) 
 

ratio 

Penghindaran Pajak (Y)/ Dependent 

(Hanlon & Heitzmen, 2010)  

ratio 

 

 In this study, the data collected for processing is secondary data, namely from the 

financial statements of manufacturing companies listed on the BEI during the research 

period (it is for the year of 2018 - 2020). Testing the data hypothesis using STATA 

software to be able to correctly process panel data according to the needs of this study. The 

population observed in this study has a close relationship with research variables, 

especially those related to transfer pricing variables, namely manufacturing companies 

because manufacturing companies tend or have great potential to carry out affiliated 

product transactions from upstream to downstream (Amidu et al., 2019).  
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IV. Results and Discussion 
 

The analysis in this study consisted of two parts, namely descriptive statistical 

analysis and hypothesis testing, which the aim to obtain the answers to the developed 

hypotheses. 

 

4.1 Descriptive Statistical Analysis 

The descriptive data in in Table 2 shown that the research data consists of 195 

observational data for each variable, the data also shown that the variability of the research 

data is quite good, where each variable standard deviation value is below the average 

value. The descriptive statistics described that ETR has a minimum value of 0.0124, a 

maximum value of 0.9596, an average value of 0.2677, with a standard deviation of 

0.1071. ETR is the most frequently used tool to measure how much a company can do tax 

avoidance which is part of tax management. The greater the ETR value indicates the lower 

the company in practicing tax avoidance, and vice versa (Hanlon & Heitzmen, 2010). The 

results of the data in this study found that there were companies that have an ETR close to 

one, meaning that they almost do not practice tax avoidance efforts, but there are also 

companies that clearly practice tax avoidance efforts with an ETR value close to zero. 

With an average value of 0.28899, it shows that more than half of the observed companies 

practice tax avoidance. 

 

Table 2. Descriptive Statistics 

  

 

 

 

 

 

 

 

 

Furthermore, the transfer pricing variable (calculated by the proportion of receivables 

from related parties divided by total receivables) has a minimum value of 0.000079, a 

maximum value of 0.9684, an average value of 0.2889, with a standard deviation of 

0.3127. The larger the proportion of the results of this calculation indicates the larger the 

transfer pricing transactions that occur, with an average value of 0.2889 and a maximum 

value of 0.9684, this indicates that the transfer pricing transactions that occur are quite 

large. 

The leverage variable as measured by the DER ratio has a minimum value of 0.0712, 

a maximum value of 3.6092, an average value of 0.8743, with a standard deviation of 

0.7099, this indicates that there are quite a number of sample companies in this study that 

have funding sources that come from debt. Furthermore, the profitability variable as 

measured by ROA has a minimum value of 0.0004, a maximum value of 0.9209, an 

average value of 0.0919, with a standard deviation of 0.1114, the company being the 

sample of this study has varying returns, ranging from moderate returns to high returns. 

Furthermore, the sales growth variable has a minimum value of -0.1901, a maximum value 

of 0.4460, an average value of 0.0661, with a standard deviation of 0.1390, this variable 

also has a varying growth rate, although some experienced a minus growth rate, but on 

average that the sales growth is moderate. 

Variables Obs Mean Min Max Std. Dev. 

Transfer 

Pricing 195 0.28899 0.00008 0.96844 0.21275 

DER 195 0.87437 0.07127 3.60927 0.70993 

ROA 195 0.09197 0.00044 0.92100 0.09149 

Sales Growth 195 0.06611 -0.19008 0.44601 0.03904 

ETR 195 0.26774 0.01242 0.95961 0.10707 
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4.2 Data Feasibility Testing 
 The classical assumption test was first carried out to determine whether the panel 

data in this study was feasible to use. Thus, the classical assumption test of this study 

includes multicollinearity, heteroscedasticity, and autocorrelation tests. The results of the 

multicollinearity test proved that the value of the variance inflation factor (VIF) of transfer 

pricing, leverage, profitability, and sales growth is around 1 or <10, the data used in this 

study does not have multicollinearity problem. The result of heteroscedasticity testing 

shown p-value of 0.0874 or > 0.05, the data is free from heteroscedasticity problem. The 

result for autocorrelation testing also shown probability value was 0.1934 or > 0.05, it 

means the data free from autocorrelation problem, concluded that the data ia feasible to be 

utilized in further testing process. 

 

4.3 The Hypotheses Testing 

a. Correlation  

Table 3, shown that the Pearson correlation between transfer pricing and tax 

avoidance is -0.0907. This indicates that transfer pricing has a negative and very weak 

correlation with the ETR value. As Hanlon & Heitzmen, (2010) say that the greater the 

value of ETR indicates the smaller the company is in practicing tax avoidance and vice 

versa, this finding indicated that the greater the value of the existing transfer pricing 

(reflected in receivables with related parties of the company), at the same time the efforts 

to increase corporate tax avoidance are increasing (which is reflected in the decreasing 

value of ETR). Although the relationship between these two variables is very weak, this 

study shows that there is still an effort to avoid corporate tax through transfer pricing. 

The leverage on tax avoidance has a Pearson correlation value of 0.1401. This 

indicates that leverage as measured by DER has a positive and very weak correlation with 

ETR. As it is known that the large ETR value shows the company's small effort in tax 

avoidance practices and vice versa. This means that the company's management views that 

efforts to reduce the tax expenses are in line with expectations through increasing sources 

of funds originating from debts outside the company, so that there is a positive relationship 

between DER and ETR. 

The correlation coefficient results in the same table also shown that profitability 

calculated by ROA with tax avoidance calculated by ETR has a Pearson correlation value 

of -0.2039, this indicated that ROA has a negative and weak correlation with ETR. As has 

also been mentioned that the magnitude of the ETR value shows the company's small effort 

in tax avoidance practices and vice versa, the implication  of the findings of this correlation 

shows that when profitability is high, management tends to do tax avoidance, because 

management feels it is too big to pay taxes even if it is in high profitability. Even 

management will tend to get big bonuses when they are able to make efficiency through 

tax avoidance efforts. 

Sales growth on tax avoidance has a Pearson correlation of -0.0919, this indicates 

that sales growth has a negative and very weak correlation with tax avoidance (which is 

calculated by ETR). As it is known that a large ETR value shows the company's small 

effort in tax avoidance practices and vice versa, it means that when the company 

experiences a high sales growth rate, the ETR value becomes lower, which means that 

efforts to avoid tax will also be high. The company's management felt that with the 

management's efforts to increase sales, it is also necessary to make tax payments efficiency 

through tax avoidance. 
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Table 3. Statistical Results of Correlation Coefficient 

  ETR Transfer Pricing DER ROA Sales Growth 

ETR 1 -0.0907 0.1401 -0.2039 -0.0919 

Transfer Pricing -0.0907 1 0.1293 -0.0528 -0.0240 

DER 0.1401 0.1293 1 -0.0440 0.0001 

ROA -0.2039 -0.0528 -0.0440 1 -0.3796 

Sales Growth -0.0919 -0.0240 0.0001 -0.3796 1 

 

b. Coefficient of Determination 

The results in Table 4 shown that the R-squared value is about 11%. Transfer 

pricing, leverage, profitability, and sales growth contributed to the determination of 

corporate tax avoidance by 11%, while the rest was determined by other variables outside 

of this study, including the implementation of effective internal control (Bimo et al., 2019) 

; application of financial reporting standards (Gupta and Lynch, 2015); the presence of 

woman on the board (Riguen et al., 2020); audit quality (Richardson et al., 2013) and 

others. 

 

Table 4. The Results of Linear Regression Statistics 

Source SS df                MS Number of obs   = 195 

      F(4, 190)       = 5.74 

Model 0.239698817 4         .059924704 Prob > F        = 0.0002 

Residual 1.98429428 190    .010443654 R-squared       = 0.1078 

      Adj R-squared   = 0.099 

Total 2.2239931 194    .011463882 Root MSE        = 0.10219 

     ETR Coef. Std. Err.      t P>t     [95% Conf. Interval] 

          

Transfer 

Pricing -0.0441744 .0237105    -1.86 0.064    -.0909439 0.0025952 

DER 0.0217921 .0104306     2.09 0.038     .0012175 0.0423668 

ROA -0.2697852 .0713463    -3.78 0.000    -.4105178 -0.1290526 

Sales Growth -0.1553187 .0571096    -2.72 0.007    -.2679691 -0.0426683 

_Cons 0.2965274 .0160467    18.48 0.000     .2648748 0.3281799 

 

c. Significance Test and Regression Equation Model 

 Table 4 implied that transfer pricing cannot significantly affect tax avoidance 

practices (p-value of 0.064 or > 0.05). The results of this study are not in line with the 

findings of Panjalusman et al., (2018) which states that an increase in transfer pricing can 

significantly affect tax avoidance, but this finding is in line with what has been conveyed 

by Sari et al., (2020). 

 The findings also shown that leverage has a significant effect on tax avoidance 

practices, as evidenced by a p-value of 0.038 or <0.05. This finding is in line with the 

research by Adegbite & Bojuwon, (2019) which states that leverage has a significant effect 

on tax avoidance practices, but this finding contradicts what has been conveyed by 

Gunaasih (2021). Furthermore, profitability has a significant effect on tax avoidance 

practices with a p-value of 0.000 or <0.05, this result is in line with previous research 

which says that when profitability is high, the company will make tax efficiency efforts by 
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avoiding tax (Gunaasih, 2021). Meanwhile, Nugraha & Meiranto (2015) found that 

profitability had no significant effect on tax avoidance.  

The last result of the partial significance test proved that sales growth has a 

significant effect on tax avoidance practices with a p-value of 0.007 or <0.05. Kim & Chae 

(2017) are also in line with this research which said that growing companies need more 

funds and will make tax payments efficiency for a better growth orientation, Calvin & 

Sukartha (2015) have also stated that sales growth has a significant effect on tax 

avoidance, but on the other hand Susanti (2017) says that sales growth is not a variable that 

can significantly affect corporate tax avoidance. The results of the significance test of the 

simultaneous model of this study indicated that the variables of transfer pricing, leverage, 

profitability and sales growth can significantly affect tax avoidance, this is shown in Table 

4 with a significance value of 0.0002. 

This study uses multiple linear regression analysis to determine the functional 

equation model between the variables of transfer pricing, leverage, profitability, and sales 

growth on tax avoidance as the results are shown in Table 4. Based on the table the 

multiple linear regression model is found that the constant value is 0.2965, the value 

transfer pricing linear regression -0.0442, leverage 0.0218, profitability -0.2698, and sales 

growth -0.1553, so that the multiple linear regression equation becomes: 

 

ETR = 0.2965 - 0.0442 TP + 0.0218 DER - 0.2698 ROA - 0.1553 sales growth. 

 

This model shown that by default the observed companies made tax avoidance 

efforts with a constant value of 0.2965. As mentioned by Hanlon & Heitzmen, (2010) that 

the greater value of ETR indicates the smaller the company is in practicing tax avoidance 

and vice versa, the model implied that the practice of tax avoidance in Indonesia was 

getting higher by increasing the transfer pricing by increasing receivables from related 

parties, decreasing leverage through DER, increasing profitability through ROE and 

increasing company sales growth.  

 

V. Conclusion 
 

Based on the results of the discussion, this study drawn the conclusion that transfer 

pricing, leverage, profitability and sales growth can simultaneously and significantly affect 

the practice of tax avoidance, although partially transfer pricing has no significant effect on 

tax avoidance, but the variables of leverage, profitability and sales growth can significantly 

affect tax avoidance practices. 

The direction of the relationship between the research variables also shown that the 

greater the transfer pricing value of the company (reflected by the increase in receivables 

from related parties), then at the same time the practice of corporate tax avoidance 

increased (which is reflected in the decrease in the value of ETR). Although the 

relationship between these two variables was very weak, this shown that there were efforts 

to avoid corporate tax through transfer pricing. The direction of the relationship between 

research variables also shown that the greater the leverage value (reflected in DER) at the 

same time the ETR value increased, meaning that tax avoidance has decreased. Although 

these two variables have a very weak relationship, they have a significant effect. In this 

case the company's management avoids interest expense upon debt. Furthermore, for the 

profitability variable (calculated by ROA) it was found that the greater the ROA value, at 

the same time efforts to increase corporate tax avoidance increased (which was reflected in 

the decrease in the value of ETR), when profitability was high, management tended to do 



 

5007 

tax avoidance, because management felt too large to pay taxes even with high profitability, 

and the effect is significant. 

Furthermore, for the profitability variable (calculated by ROA) it was found that the 

greater the ROA value, at the same time efforts to increase corporate tax avoidance 

increased (which was reflected in the decrease in the value of ETR), when profitability was 

high, management tended to do tax avoidance, because management felt too large to pay 

taxes even with high profitability, and its effect was significant. The last part of the 

relationship test result shown that the greater the value of sales growth, at the same time 

efforts to increase corporate tax avoidance increased (which is reflected in the decrease in 

the value of ETR), company management felt that with management's efforts to increase 

sales, payment efficiency also needs to be carried out. taxes through tax avoidance, so that 

management performance looks better. 

These findings are an important input for regulators and tax collection agencies to 

take a closer look at whether companies are trying to avoid tax. Especially when the 

company experiences high profitability and increased sales growth, the potential for a 

company's efforts such as this character in tax avoidance will be high. This means that in 

this case, if necessary, a more in-depth examination is carried out to find out whether tax 

evasion in ways that are outside the regulations or illegal has occurred. 
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