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The purpose of  this research is to analyze the effect of  variables of  CSR, tunneling 
incentive, fiscal loss compensation, debt policy, profitability, and firm size on tax avoid-
ance. The population of  this research are 143Manufacturing Companies Listed on BEI 
In 2012-2016. This research used purposive sampling with a sample of  24 companies. 
The total sample unit is 120 samples. The analytical tool used in this research is multiple 
linear regressions. The collected data then analyzed with classic assumption test the 
hypothesis test by means of  SPSS 21. The result of  this research is tunneling incentive, 
fiscal loss policy, and profitability have positive and significant effect to tax avoidance. 
Debt policies have a negative and significant effect on tax avoidance. Meanwhile, CSR 
and firm size does not affect tax avoidance. Based on the results of  the study it can be 
concluded that only tunneling incentive, fiscal loss compensation, and profitability are 
able to increase tax avoidance.
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INTRODUCTION

Tax is one of  the state revenues that contribute the 
most in supporting national development and financing. 
This is evidenced by the realization of  the  Revised State 
Budget in 2016which shows that the tax sector revenues 
reached Rp. 1,283.6 trillion or contributed 83.4% of  the 
total state revenues of  Rp. 1,551.8 trillion, (source:www.
kemenkeu.go.id, 2017). In various countries, tax reve-
nues are very important to be used for national develop-
ment activities and sources of  funds for public welfare. 
Therefore, tax has always been the main focus of  the 
government because it has become the largest source in 
the Revised Budget State (APBN-P) (Siswanti & Kis-
wanto, 2013). 

Turyatini (2017) stated that the development of  
tax revenue quantity is not accompanied by an increase 
in the growth of  tax revenues and the achievement of  
the target of  state tax revenues. On the one hand, the 
government is trying to improve the optimization of  
tax revenues. On the other hand, the company consid-
ers taxes as a burden because taxes can reduce profits 
so that the company wants minimum tax payments (Se-
tyaningrum & Suryarini, 2016). 

From a business perspective, business people gen-
erally identify tax payments as a burden that will reduce 
after-tax profit, rate of  return, and cash flow (Suandy, 
2006). If  viewed from the other side, the main goal of  
a company is to get maximum profit to achieve the wel-
fare of  the company’s stakeholders, so that this is the ba-
sis of  the company in carrying out tax avoidance actions 
(Putri & Suryarini, 2017). Based on the agency theory, 
conflict of  interest between the government and taxpay-
ers, this is commonly called conflict of  interest, which 
triggers a problem, namely the practice of  tax avoidance 
carried out by taxpayers in order to minimize their tax 
burden. 

Data obtained from the Directorate General of  
Budget (2017) states that the realization of  tax revenues 
in 2016 reached Rp 1,283.6 trillion or around 83.4% 
of  the 2016 State Budget target of  Rp 1,539.17 trillion 
(source:www.kemenkeu.go.id). The amount of  realiza-
tion that is smaller than this target can indicate that it 
turns out that state revenue from the tax sector has not 
been optimal and raises the suspicion that the company 
has been behaving to avoid taxes (tax avoidance). Anoth-
er indication that the company conducts tax avoidance 
is that in 2016 the government has issued a program of  
tax amnesty policy in which the Directorate General 
of  Taxes stated that state revenue from the tax amnesty 
program in the form of  ransom from non-MSMEs of  
Rp14.6 trillion. The revenue from non-MSME corpo-
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rate taxpayers, which reached IDR 14.6 trillion, shows 
that in fact the company has carried out tax avoidance 
with a very large amount of  around Rp 14.6 trillion.

Research conducted by Lanis & Richardson 
(2011), Jones, et.al., (2017) and Zhang et.al. (2013) stat-
ed that there is a negative relationship between CSR and 
tax avoidance. Whereas in research of  Wahyudi (2015) 
stated that there is no significant influence between CSR 
and tax avoidance. Darmawan & Sukartha (2014) ex-
amined profitability has a positive effect on tax avoid-
ance. Kurniasih & Sari (2013) and  Mulyani & Suryarini 
(2017) stated that profitability has a negative effect on 
tax avoidance. Siregar & Widyawati (2016) stated that 
profitability does not affect on tax avoidance. Halioui, 
Neifar, & Abdelaziz (2016), Kurniasih & Sari (2013) 
stated firm size has a positive effect on tax avoidance. 
Hsieh (2012) stated that firm size has a negative effect on 
tax avoidance. Whereas Mulyani and Suryarini (2017) 
stated that firm size does not affect on tax avoidance. 
The purpose of  this study is to analyze the effect of  
CSR, tunneling incentive, compensation for fiscal losses, 
debt policy, profitability, and firm size on tax avoidance. 

The originality of  this research is the novelty of  
the research variable. This study adds a tunneling incen-
tive variable as the independent variable that influences 
tax avoidance. This is because the study of  the effect of  
tunneling incentive toward tax avoidance has not been 
investigated in Indonesia. Therefore, it is feasible to be 
used as a novelty of  the research. The next difference lies 
in the proxy measurement of  CSR. In the previous stud-
ies, CSR was measured using the CSR Disclosure Index 
proxy, while in this research it is measured using the Op-
portunity Cost Approach (OCA) method adopted from 
the study of  Andreas, et. al. (2015), so that it is expected 
to be able to add to the literature in CSR variables. Pre-
vious studies mostly only made observations between 2 
(two) to 3 (three) years only, with observations of  5 (five) 
years expected to better illustrate the effect of  tax avoid-
ances accurately.

Agency theory explains the relationship between 
company management (agents) and shareholders (princi-
pals) (Jensen & Meckling, 1976). Scott (2012) stated that 
agency problems arise because of  differences in interests 
between shareholders and managers. Shareholders as 
providers of  capital want to get the maximum benefit for 
the results of  their investment, while management that is 
authorized to manage the company is assumed to want 
to get high financial compensation from the company. 
The existence of  agency theory spurs agents to increase 
corporate profits. When the profit earned increases, the 
amount of  income tax will increase in accordance with 
the increase in corporate profits. Darmawan & Sukart-
ha (2014) stated that agents in agency theory will try to 
manage their tax burden so as not to reduce agent per-
formance compensation as a result of  reduced corporate 
profits by the tax burden. Performance measurement 
indicators can be observed from optimal profits, for this 
reason an effort to reduce the tax burden as low as pos-
sible done in a way that is classified as legal, namely tax 
avoidance (Mulyani & Suryarini, 2017).

CSR disclosure aims to gain positive legitimacy 

from the community. Social responsibility activities are 
generally realized by companies in the form of  CSR 
which include aspects of  profit, humanity (people) and 
environment (planet) and compliance with taxes. Paying 
taxes is a form of  CSR activity indirectly to the com-
munity because basically taxes are used to support na-
tional development and improve people’s welfare. If  the 
company that carries out CSR activities but acts to avoid 
taxes, the company will lose its reputation in the eyes of  
its stakeholders and will eliminate the positive impact 
associated with CSR activities that have been carried 
out.

Legitimacy theory explains that the management 
system of  a company is oriented towards alignments 
with society, individual governments and community 
groups (Siswanti & Kiswanto, 2013). The concept of  le-
gitimacy shows that there is a corporate responsibility 
towards society that requires companies to act ethically 
in accordance with the norms and value systems where 
they operate. Thus, companies that carry out CSR will 
tend to not do tax avoidance because it is not an ethical 
and responsible action

This study supports Lanis & Richardson (2015), 
Kiesewetter & Manthey (2017), and Siswianti & 
Kiswanto (2016). The result shows that CSR has a nega-
tive effect on tax avoidance. This result means that the 
more disclosure of  CSR disclosed by the company, the 
lower the level of  tax avoidance by the company.

H
1
: CSR has a negative effect on tax avoidance

Tunneling incentive is the behaviour of  manage-
ment or majority shareholders to transfer corporate as-
sets and profits to their own interests under any name or 
form (Jewel, 2012). One of  the forms of  tunneling incen-
tive is transfer pricing. Lo, et al. (2010) stated that many 
companies use transfer pricing as a strategy to reduce 
their tax obligations. In addition, by making a sale at a 
price below the market price it will make the company 
seem to lose by maximizing the burden and ultimately 
resulting in reduced income. This can ultimately reduce 
the tax burden that should be imposed and reduce im-
port duties. 

Agency theory considers that the management of  
the company as an agent will take advantage of  the ex-
istence of  tax incentives in the form of  tunneling incen-
tive. Tunneling incentives can reduce the tax burden and 
increase post-tax profit in that year. This study supports 
previous research that belongs Tang (2016). The results 
say that tunneling can be one of  the tax avoidance incen-
tives.

H
2
 : Tunneling Incentive has a positive effect on tax 

avoidance

Companies that suffer fiscal losses in a period, the 
company will be given relief  by the government to pay 
taxes, commonly referred to as fiscal loss compensation. 
This matter has been regulated in Law Number 36 of  
2008 which states that fiscal losses can be compensated 
for the next five years in a row after the company experi-
ences such losses. Therefore, for five consecutive years 
the tax burden paid by the company will be less.
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According to agency theory, the management of  
the company as an agent will take advantage of  the ex-
istence of  tax incentives in the form of  compensation 
from fiscal losses in the previous year. With the exist-
ence of  such compensation, it will definitely reduce 
the tax burden and profit after tax in that year will be 
higher. This research is in line with research conducted 
by Kurniasih and Sari (2013) proves that compensation 
for fiscal losses has a significant positive effect on tax 
avoidance.

H
3
: 	 Fiscal Loss Compensation has a positive effect 

on tax avoidance

The optimal level of  debt is achieved when tax 
savings reach the maximum amount. Agency theory has 
implications for a company, namely: the existence of  in-
terest costs on debt will reduce corporate tax costs, so 
that in this case the manager would prefer to use debt to 
fund their company in order to benefit from the interest 
costs on debt to reduce the company’s tax burden. The 
decrease in corporate tax burden will result in increased 
corporate profits, with increasing profits, it can be said 
that the company’s performance also increases, and in 
such circumstances managers will benefit in the form of  
increased compensation received. 

The trade off  theory states that the use of  debt by 
companies can provide benefits obtained by tax shields 
(Mutamimah & Rita, 2009). Law of  the Republic of  In-
donesia No. 36, 2008 states that loan interest is a fee 
that can be deducted from taxable income. The exist-
ence of  a negative influence between debt policy on tax 
avoidance because the company has taken advantage of  
loopholes in Law Number 36 of  2008 by choosing debt 
funding to finance its operations in order to incur inter-
est costs. (Mulyani & Suryarini, 2017). 

This research is in line with research of  Noor et 
al. (2010) and Kurniasih & Sari (2013). The results show 
that companies benefit from the costs of  reducing inter-
est taxes which further reduces their taxable income. 
This negative relationship occurs because companies 
that have high debt will get tax incentives in the form of  
deductions from loan interest so that the company does 
not need to take tax avoidance actions.

H
4
: Debt policy has a positive effect on tax avoidance

Slamet (2006) explained that profitability de-
scribes the ability of  a company to generate profits 
during a certain period at the level of  sales, assets and 
own capital. Company profitability indicated by Return 
On Assets (ROA). ROA is an indicator that reflects the 
company’s financial performance. The higher the ROA 
value, the greater the profit the company gets. High prof-
its cause the amount of  tax to be paid by the company 
also high. 

Agency theory states that company management 
will do various ways so that the company’s profitabil-
ity ratio is high because with high profitability the agent 
will get high compensation from the principal. Compa-
nies with a high level of  efficiency and high income tend 
to face a low tax burden because companies with high 
income succeed to take advantage of  the benefits of  tax 
incentives and other tax deductions (Darmadi & Zu-
laikha, 2013). Research conducted by Kurniasih & Sari 
(2013) shows that there is a positive influence between 
ROA on tax avoidance.

H
5
: 	 Profitability has a negative effect on tax avoid-

ance

Large companies are more likely to use the re-
sources they have than using financing originating from 
debt (Darmawan & Sukartha, 2014). Siegfried (1972) 
stated that large companies have large resources to in-
fluence the political process as they wish including tax 
planning to achieve optimal tax savings. Companies that 
are included in large companies have greater resources 
than companies that have smaller scale to carry out tax 
management. Small-scale companies cannot be optimal 
in managing their tax burden due to lack of  experts in 
taxation (Darmadi & Zulaikha, 2013).

Political Power Theory explains that large com-
panies have large resources to influence the political 
process that is desired and profitable for the company 
including tax avoidance in order to achieve optimal tax 
savings (Anouar, 2017; Mulyani & Suryarini, 2017). 
This is because large companies have more and more 
complex corporate operating activities so that there are 
gaps to take advantage of  tax avoidance decisions. In 
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Figure 1. Theoretical Framework
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addition, large companies tend to have more space for 
good tax planning and adopt effective accounting prac-
tices to reduce the company’s ETR (Rodriguez & Arias, 
2012). Darmawan & Sukartha (2014) and Mulyani & 
Suryarini (2017) states that the greater the resources a 
company has, the greater the opportunity to manage its 
tax burden.

H
6 
: Firm size has a positive effect on tax avoidance

Based on the description that has been described, 
the theoretical framework of  this research can be seen 
in Figure 1.

RESEARCH METHOD

This research was a type of  quantitative research. 
The population in this study were 143 manufacturing 
companies listed on the Indonesia Stock Exchange in 
2016. Determination of  research samples used purposi-
ve sampling method with sampling criteria described in 
the previous chapter. It is obtained the number of  rese-
arch samples to be tested which are detailed in Table 1. 

The variables in this study are seven, namely one 
dependent variable and six independent variables. The 
dependent variable is tax avoidance. Independent va-
riables are CSR, tunneling incentive, fiscal loss compen-
sation, debt policy, profitability, and firm size. The ope-
rational definition of  the dependent and independent 

variables can be seen in the Table 2.
Data analysis methods used in this study inclu-

ded descriptive statistical analysis, classical assumption 
test, multiple linear regression analysis and hypothesis 
testing using SPSS 21.

Table 1. Research Population and Samples

No. Explanation Number
1. Manufacturing company listed on the 

IDX
143

2. Manufacturing companies that have 
units of  rupiah

(25)

3. Companies issued annual reports and 
financial reports in a complete period 
of  2012-2016 as well as all data infor-
mation needed in the study.

(39)

4 Manufacturing companies that do 
not experience losses during the study 
period

(30)

5 Companies that confirm CSR costs (25)
Total manufacturing companies which 
becomes the research samples

24

Total observations during the period of  
2012 - 2016 (24 x 5)

120

Source : Secondary data processed, 2018

Table 2. Operational Definition

Variables Definitions Measurement
Tax avoidance Tax avoidance is an activity utilizing 

opportunities in tax rules to minimize tax 
value. (Brian & Martani, 2014)

Lanis & Richardson (2011)
CSR CSR is a belief  about the actions considered right 

that considers economic, social, environmental 
issues and the impact of  other externalities of  
the corporate actions (Hoi, Wu, & Zhang, 2013). Andreas, et. al. (2015)

Tunneling Incentive Tunneling Incentive is management or majority 
shareholders behaviour who transfer company 
assets and profits for their own purposes under 
any name or form (Jewel, 2012).

With a dummy variable, score 1 if  it 
includes foreign capital of  25%, and 
score 0 if  it is below 25%
Yuniasih, (2012)

Fiscal Loss 
Compensation

Fiscal loss compensation is a corporate fiscal 
loss that can be compensated and is only allowed 
for the next five years in a row. (Kurniasih & 
Sari, 2013)

Dummy variable, score 1 if  there is 
compensation for fiscal loss, and score 
0 if  there is no compensation at the 
beginning of  the year.
Kurniasih & Sari (2013)

Debt Policy Debt policy is a policy taken by companies to 
finance through debt (Kurniasih & Sari, 2013).

Kurniasih & Sari (2013)
Profitability Profitability is the ability of  a company to 

generate profits for a certain period at a certain 
level of  sales, assets and capital (Slamet, 2006).

Noor et al. (2010)
Firm Size Firm size is a scale that determines the size of  

the company that can be seen from the equity 
value, sales value, total employee’s total assets  
(Ngadiman & Puspitasari, 2014).

Size = Ln (Total Sales)
Noor et al. (2010)

Source : Writer’s Summary, 2018
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RESULTS AND DISCUSSIONS

The coefficient of  determination (R2) essential-
ly measures how far the model’s ability in explaining 
the variation of  the dependent variable. The result of  
coefficient of  determination test (R2) obtained the value 
of  Adjusted R Square of  0.284 or 28.4%. This means 
28.4% of  tax avoidance variable can be explained by the 
six independent variables while 71.6% is explained by 
other variables outside the model.

The t statistical test basically shows how far the 
influence of  one explanatory/ independent variable in-
dividually in explaining the variation of  the dependent 
variable (Ghozali, 2013:98). The t statistical test analysis 
produces the following statistical Equation 1.

TA = -0.407 -2.004 CSR + 0.038 TUN +0.044 KRF 
-0.022 DER + 0.303 ROA + 0.004 SIZE..................(1)

The Effect of Corporate Social Responsibility on Tax 
avoidance

Based on the results of  statistical test which has 
been conducted in Table 3, it shows that CSR does not 
affect on tax avoidance. Thus, the first hypothesis of  this 
study is rejected. The size of  CSR is not able to influ-
ence the company in conducting tax avoidance. The re-
sult of  this study is in line with the research of  Rini, et 
al., (2015), Winarsih et al. (2014), and Wahyudi (2015). 
The result of  this study does not support the legitimacy 
theory. The cause of  this unexpected result is due to 
practice of  CSR in Indonesia which is still low, so that 
its significance for tax avoidance has no effect at all (Wa-
hyudi, 2015). 

Winarsih, et al. (2014) stated that CSR informa-
tion disclosed in the report is not necessarily in accord-
ance with the actual conditions, so that the amount of  
CSR costs disclosed by the company cannot be used 

as guarantee for the low aggressive tax actions of  the 
company. The result of  the descriptive statistics in Table 
4 shows that the average cost incurred by the manufac-
turing companies in Indonesia related to CSR is 0.12% 
of  the company’s total operating costs. This value can 
indicate that CSR practices in Indonesia are still low, so 
the significance on tax avoidance is very small even has 
no effect at all. Based on this, CSR cannot be used as an 
indicator of  tax avoidance.  

The Effect of Tunneling Incentive on Tax avoidance

Based on the results of  statistical tests that have 
been done in Table 4, it shows that there is a significant 
effect of  tunneling incentive towards Tax avoidance, 
so that the second hypothesis in this study is accepted. 
One of  forms of  tunneling incentive is transfer pricing. 
According to Eiteman, et al., (2010), determination of  
transfer pricing is the first most important method in 
transferring funds out of  foreign subsidiaries. Lo, et. al. 
(2010) stated that many companies use transfer pricing 
as a strategy to reduce their tax obligations. Research 
Result of  Lo, et al. (2010) also found evidence that there 
is a shift in income in multinational companies due to 
changes in tax rates in Canada, Europe and America.

Agencies in agency theory will utilize tunneling 
incentive to manage their tax burden so as not to reduce 
agent performance compensation as a result of  reduced 
corporate profits by the tax burden. Performance meas-
urement indicators can be observed from optimal prof-
its, for this reason, efforts to reduce the tax burden as 
low as possible in a manner that is classified as legal, 
namely tax avoidance (Mulyani & Suryarini, 2017). This 
result is in line with research conducted by Tang (2016) 
which says that tunneling could be one of  the tax avoid-
ance incentives. 

Table 3. The Results of  Descriptive Statistics 

Variables N Minimum Maximum Mean Standard Deviation
Tax Avoidance 120 -0.558 -0.060 -0.26021 0.080581
CSR 120 0.00001 0.01316 0.00120 0.002179
Tunneling Incentive 120 0.00 1.00 0.5000 0.50210
Fiscal Loss Compensation 120 0.00 1.00 0.2167 0.41370
Debt Policy 120 0.150 6.646 0.90323 0.962247
Profitability 120 0.014 0.395 0.10601 0.077150
Firm Size 120 25.785 32.190 29.08539 1.834058

Source : Output Result of  IBM SPSS 21, 2018

Table 4. The Result of  Hypothesis Test

No Hypothesis Coefficient Sig α Results
1. H

1
: CSR has a negative effect on tax avoidance -2.004 0.525 0.05 Rejected

2. H
2
: Tunneling Incentive has a positive effect on tax avoidance 0.038 0.008 0.05 Accepted

3. H
3
: Fiscal Loss Compensation has a positive effect on tax 

avoidance 0.044 0.004 0.05 Accepted

4. H
4: 

Debt Policy has a positive effect on tax avoidance -0.022 0.002 0.05 Accepted
5. H

5
: Profitability has a positive effect on tax avoidance. 0.303 0.001 0.05 Accepted

6 H
6: 

Firm size has a positive effect on tax avoidance 0.004 0.328 0.05 Rejected
Source : Output Result of  IBM SPSS 21, 2018
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The Effect of Fiscal Loss Compensation on Tax 
avoidance

The results of  hypothesis testing that can be seen 
in Table 4 shows that there is a significant effect of  fiscal 
loss compensation on tax avoidance, so that the third hy-
pothesis in this study is accepted. Regression coefficient 
of  fiscal loss compensation variable shows a positive di-
rection so that fiscal loss compensation has a positive 
effect on tax avoidance. According to agency theory, the 
management of  the company as agents will take advan-
tage of  tax incentives in the form of  compensation from 
fiscal losses in the previous year, because the existence 
of  the compensation will reduce the tax burden and 
profit after tax in that year will be higher. 

Fiscal loss compensation received by the com-
pany will reduce the tax burden that must be paid by 
the company or even the company does not pay taxes 
at all if  the profits obtained by the company in the fol-
lowing year have not been able to cover the company’s 
fiscal losses in the previous year. The company has tak-
en advantage of  the loophole in the Law Number 36 of  
2008 to minimize the tax burden. Research conducted 
by Kurniasih & Sari (2013) which proves that fiscal loss 
compensation has a significant effect on tax avoidance. 

The Effect of Debt Policy on Tax avoidance

The results of  hypothesis testing which can be 
seen in Table 4 shows that debt policy has a negative ef-
fect on tax avoidance. Thus, the fourth hypothesis in this 
study is accepted. This means that the increase in the 
debt policy ratio affects on the decline in tax avoidance 
done by the company. Law Number 36 Year 2008 con-
cerning Income Tax states that loan interest is a cost that 
can be deducted from taxable income. This means that 
the company has taken advantage of  the loophole in the 
regulation, namely by choosing debt funding to finance 
its operational activities so that interest costs arise. Thus, 
it can be interpreted that companies using debt policy do 
not need to take tax avoidance measures to produce a 
minimum tax burden.

(Mutamimah & Rita, 2009). The results of  this 
study support the trade-off  theory revealed by Myers 
(2001) which states “Companies will owe up to a certain 
debt level, where the tax savings (tax shields) from ad-
ditional debt is equal to the cost of  financial difficulties 
(financial distress)”. The trade-off  theory states that the 
use of  debt by companies can provide benefits in order 
to obtain tax shield (Mutamimah & Rita, 2009). The re-
sults of  this study are in line with research conducted by 
Noor et al. (2010) and Kurniasih & Sari (2013).

The Effect of Profitability on Tax avoidance

The results of  hypothesis testing which can be 
seen in Table 4 shows that profitability has a positive 
effect on tax avoidance, so the fifth hypothesis in this 
study is accepted. The increase in profitability ratios will 
have an impact on increasing tax avoidance by com-
panies. Logically, the higher the value of  ROA, means 

the higher the value of  the company’s net profit and the 
higher the profitability. Companies that have high prof-
itability have the opportunity to position themselves in 
tax planning that reduces the amount of  tax liability bur-
den (Chen, et. al., 2010).

Agency theory will spur agents to increase cor-
porate profits. When the profit earned increases, the 
amount of  income tax will increase in accordance with 
the increase in corporate profits. Agents in agency theo-
ry will try to manage their tax burden so as not to reduce 
agent performance compensation as a result of  reduced 
corporate profits by the tax burden. High profitability 
means that the company has succeeded in utilizing the 
benefits of  the tax incentives and other tax deductions 
(Darmadi, 2013). The results of  this study are in line 
with research conducted by Kurniasih & Sari (2013), 
and that shows that there is a positive influence between 
ROA on tax avoidance.

The Effect of Firm Size on Tax avoidance

The results of  hypothesis testing which can be 
seen in Table 4 show that firm size does not affect on 
tax avoidance, so the sixth hypothesis of  this study is 
rejected. The size of  the company scale is not able to in-
fluence the company in conducting tax avoidance. The 
results of  this study are not in line with the theory of  
political power which states that large companies have 
large resources so that they can influence the political 
process according to their wishes including regulating 
activities in optimal tax savings. 

Putri & Suryarini, (2017) suspected that the re-
sources owned by the company are not used to reduce 
tax costs but rather to help companies improve cor-
porate performance. When a company has high gross 
circulation but pays low taxes, it is likely that the tax 
authorities will suspect it. If  this happens, the company 
will be penalized or fined. Therefore, companies tend to 
be obedient to taxes. 

The results of  this study successfully support 
the research conducted by Rusydi (2013) which shows 
that firm size does not affect on aggressive tax avoid-
ance. The perception of  tax as a burden among business 
people or the community in general is one indication of  
the emergence of  tax avoidance behaviour in Indone-
sia. In addition, there is still weak supervision by tax 
authorities on business people, especially small compa-
nies, which causes aggressive tax avoidance behaviour 
to spread across all sizes of  small and large companies 
(Rusydi, 2013).

CONCLUSIONS

Based on data analysis and discussion that has 
been conducted, it can be concluded that only tunneling 
incentive, fiscal loss compensation, and profitability are 
able to increase tax avoidance. The results of  the study 
indicate that the variable of  firm size using a total sales 
proxy do not affect on tax avoidance. Future research 
can use other measures such as total assets and market 
capitalization as proxy for firm size.
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