Analysis of the Influence of
InstitutionalOwnership,SalesGrowth,Profit
ability,andCompanySizeonTaxAvoidance

Aims:Todetermineandexaminetheeffectofinstitutionalownership,salesgrowth,profitability, and
company size on tax avoidance in Industrial Sector Companies listed on thelndonesiaStock
Exchange.

Studidesign:quantitative research.

Place and Duration of Study: Industrial Sector companies listed on the Indonesia
StockExchangeforthe period2017t02021.

Methodology: Thepopulationusedinthisstudyareindustrialsectorcompanieslistedonthe
Indonesia Stock Exchange (IDX) from 2017 to 2021, with a total of 54 companies. Thedata is
collected using the documentation technique, then sampling is carried out using
thepurposive sampling method, meaning that the sample selection is based on certain
criteria,15 companies are obtained which will be analyzed over 5 years, totaling 75.
However, thereare 18 outlier data after the normality test is carried out so the number of
samples is 57, anddata analysis uses multiplelinearregressionanalysis using
SPSSversion24.

Result: institutional ownership, sales growth, and company size do not have an impact
ontaxavoidance.However, profitabilityhas a  negative effect  ontaxavoidance.
Thisimpliesthatahighlevelofprofitabilityindicatesadecreaseintaxavoidancepracticesbybusines
ses,assomecompaniestendtoprioritize profitabilityandcashflowovercomplextax strategies.
Conclusion: This research, should be able to serve as a view for companies or
corporatetaxpayers in making decisions, especially regarding tax planning in the Company.
Furtherresearchersarerecommendedtoaddresearchperiodsandmorevariedvariablesapartfrom
the fourindependentvariablesthat havebeen usedinthis study.

Keywords: Institutional Ownership, SalesGrowth, Profitability, Company Size, Tax
Avoidance.

1. INTRODUCTION

The largest source of revenue for the country, especially in Indonesia, comesfrom
taxcollections.Thatiswhythegovernmentalwaysstrivestooptimizethetaxsectortocontinuallyincr
ease eachyear. Basedon detailed reportson tax misuse, Indonesiaisestimated to incur losses
of up to $2.2  bhilion, or 32 trillion rupiah, in 2021. This is due to
thepresenceofmultinationalcompaniesengagingintaxavoidanceanda$59millionlossduetogloba
ltaxevasionbyprivateindividuals[1]. Thepersistentaggressivenessintaxpractices by  some
businesses, where they fail to report accurate profit figures, is one of thepractices aimed at
reducing the amount of taxes that should be paid. This poses a
challengetotheDirectorateGeneralofTaxes(DJP)insuppressingtaxavoidancepracticesthrough




taxpayer compliance. The low level of compliance and awareness among taxpayers
remainsasignificantissuethatneedsimmediateattention.Companiesemploytaxavoidancestrate
gies by exploiting gaps in existing legal provisions. This is considered a
legitimatetechniqueto avoid tax payments[2].

The number of companies that are still involved in tax avoidance practices, including
largecompaniessuchasthecaseinindonesiaitselffromPTAdaroEnergyTbk,in2019,fellintoa
case of tax avoidance activities involving transfer pricing, where a significant amount
ofprofitwastransferredfromindonesiatotheirotherbusinessentitiesinlowornotaxcountries. This
practice reportedly occurred from 2009 to 2017 [3]. Although tax avoidance isstill considered
legal in the eyes of the law, if carried out excessively by many taxpayers, itcan have adverse
effects on the state's tax revenue. Taxes are a crucial instrument in theState Budget (APBN),
serving as a source of revenue that the government will use for
thedevelopmentandmanagement of the country[4].

Severalfactorsthatcantriggertheoccurrenceoftaxavoidancepracticesincludeinstitutional
ownership, sales growth, profitability, and company size. Institutional ownershipwill have a
negative impact on tax avoidance, supported by the research of Merslythalia&Lasmana [5]
dan Pujiningsih&Salsabyla [6] which reveals that an increase in institutionalownership in the
entity will have an impact on reducing aggressive practices in taxation, italso applies vice
versa if institutional ownership in a small company will have an impact on alarge level of tax
aggression, due to lack of supervision, which means that it illustrates thatinstitutional
ownership will also suppress the practice of tax avoidance in a company. Thenthere is a
conflict of interest between management and the government, where
managementwilltendtominimizethecostofthetaxburdenborne,to maximizecompanyprofits[6].

Tax avoidance practices can also be influenced by sales growth. The higher the
salesgrowth, the greater the profit, and this will align with the level of tax payable by the
company[7], so it will trigger the entity to carry out a tax avoidance strategy. Sales growth
will have apositive impact on tax avoidance, this fact is in line with the results of research
byWahyunietal[8]danWulandari &Purnomol[4].

Next, there is a role for financial conditions measured through the return on assets ratio
toassess profitability values reflecting the financial performance of business entities with
theextent of the company's asset influence in optimizing operations for profit acquisition
fromsales [9]. From the results of research by Purwaningsih [10], Mahdiana& Amin [11]
danFadila [12] some findings show that there is a positive correlation between profitability
andtax avoidance. This means that the possibility of companies avoiding taxes will
increasealongwith theirability togenerateprofits.

Another factor that will influence tax avoidance is company size. Large-scale companies
willbear a high tax burden due to having more resources, and the government will expect
thesebusiness entities to make a significant contribution through high tax payments. This
canencouragebusinessestoimplementtaxmanagementstrategiesbyengagingintaxavoidance
practices through existing loopholes [11]. This phenomenon is in line with theresults of
research by Wulandari & Purnomo [4], Silvia [13] and Desideria [14] which statesthat
company size has apositiveeffecton taxavoidance.

This study, also sees that there are inconsistencies in the results of previous studies on
taxavoidance as a reason for further research, and tax avoidance becomes a serious
enoughcase if it is carried out continuously and excessively to exceed reasonable limits.
Eventhough it is done with a legal strategy, the impact will also be felt to the detriment of
staterevenue.Thepurposeofthisstudyistodetermineandtestwhetherinstitutionalownership,



salesgrowth,profitability,andcompanysizeasindependentvariableswillaffecttaxavoidance  as
the dependent variable measured by cash effective tax rate (CETR) to see theamount of tax
that has been paid by the company. Industrial Sector companies on thelndonesiaStock
Exchange 2017-2021 whichare usedas researchobjects.

2. THEORETICALBASISANDRESEARCHHYPOTHESIS
2.1 TheoreticalBasis

2.1.1 AgencyTheory

Agency theory outlines the link between management and company owners. Jensen
&Meckling [15] revealed that agency relations can be interpreted as an agreement
involvingseveral parties acting as principal and agent. This theory exists due to differences
betweenthe principal (company owner) and the agent (who is responsible for management).
Therelationship with agency theory from the side when viewed regarding tax avoidance, can
beseen from the tax authorities acting as principals or tax officials, who want maximum
taxcollection from corporate taxpayers, while companies as agents only want to deposit
thesmallestpossibletax payments.

2.1.2 Taxes

Siti Resmi [16] puts forward the definition of tax, which is a contribution or revenue
collectedfrom the people and paid to the state, based ona mandatory law without obtaining a
returnincash tobemanagedasa source offundingforthestatetoseek welfareat large.

2.1.3 TaxAvoidance

Tax avoidance techniques can be done because of tax planning. Tax avoidance is one of
thesteps or efforts to shrink the tax burden legally without violating tax laws by using
existingopportunities [17]. The approach of business entities in utilizing tax avoidance
practices canindicate their level of aggressiveness towards taxes. The higher the effort an
entity makes intax avoidance, themoreaggressive theentityis towards tax[18].

2.1.4 Institutionalownership
Institutionalownershipreferstoshareholdingswithamajoritystakethathavestrongfinancial power
and also to the ratio of shares owned by institutional investors to the totalnumber of shares
issued [19]. Darsani &Sukartha [20] stated Institutional Ownership, is thescale of share
ownership by institutions that can monitor, influence, and instruct managers todirect theright
behavior.

2.1.5 SalesGrowth

Sales growth reflects the annual growth rate [21]; however, the taxes paid do not align
withits sales growth. Fahmi [22] stated that sales growth is a ratio that calculates the
differencebetween the current and previous sales periods, and then divides it by the
previous year'ssales period. It is possible that if sales growth in a company increases every
year it can haveanimpacton the company's taxliability.

2.1.6 Profitability

Purwaningsih [10] revealed that profitability is the ability possessed by a business entity
tomake a profit at a certain time which may come from sales, total assets, or personal
equitythat has been managed by the business entity. In this study, the company's
assessment canmeasureits profitability by consideringthe returnonassets(ROA).

2.1.7 CompanySize




Company size is a measure used to show how big or small a company is based on
variousfactors, such as the amount of company assets, sales obtained by the entity, market
value,and so on [23]. Several large and complex companies have numerous opportunities to
avoidtaxesdue to existingloopholes intransactions[4].

2.2 ResearchHypothesis

2.2.1 Theinfluenceofinstitutionalownershipontaxavoidance.
Institutionalownershipisthescaleofstockownershipbyinstitutionsthatcanplayasupervisoryrole.T
hemagnitudeofinstitutionalownership,whetherlargeorsmall,willimpact a company's aggressive
tax strategies. Merslythalia&Lasmana [5] revealed that
thegreatertheinstitutionalownershipofthecompany,itwillreducethepracticeoftaxaggressiveness
, It also applies vice versa if institutional ownership in a small company
willhaveanimpactonthelevelofaggressivetaxduetolackofsupervision.Institutionalownership
can reduce existing agency problems because it includes strategicdecision-makers who will
oversee tax management practices within the company. Research by Dakhli[19], Maisaroh&
Setiawan [24] and Pujiningsih&Salsabyla [6] shows the existence
ofinstitutionalshareownershiphasanegativeimpactontaxavoidance.Andresearchresultsin
Merslythalia&Lasmana[5] Stated that institutional ownership affects tax
avoidance.Therefore,thefirsthypothesisthatcanbeformulatedinthisresearchis:institutionalowne
rshiphas anegative effect on tax avoidance.

2.2.2 Theinfluenceofsalesgrowthontaxavoidance

Sales growth plays a significant role in Cash Effective Tax Rate (CETR), which serves as
anindicator of the existence of tax avoidance practices. If sales growth increases, it
indicatesthat businesses are more likely to implement tax avoidance practices because
higher profitscan lead to an increase in the taxes payable [25]. That is also proven through
the researchconducted by Wahyuni et al [8] and research by Wulandari & Purnomo [4] Sales
growth hasa positive impact on tax avoidance. Therefore, the second hypothesis that can be
formulatedin this research is: salesgrowthhas apositiveeffect ontax avoidance.

2.2.3 Theinfluenceof profitabilityontaxavoidance

Widyastuti et al [26] reveal that companies already operating on a large scale are likely
tomanage profitability effectively because these companies tend to have a high tax
impact.This is based on research conducted byPurwaningsih [10], Mahdiana& Amin [11]
andFadila [12] state that profitability has a positive impact on tax avoidance. This is
becauseprofitability is used to assess a company's potential in terms of controllable
economic assetsin the future, meaning the likelihood of a company avoiding taxes will
increase in line with itsability to generate profits. Therefore, the third hypothesis that can be
formulated in thisresearchis:thatprofitability has apositive effect on taxavoidance.

2.2.4 Theinfluenceofcompanysizeontaxavoidance

Company size is a parameter used to assess the size of a business entity based on its
totalassets. Companies with substantial assets can enhance their profits, motivating them
toimplement tax management strategies. This is also supported by research conducted
byWulandari & Purnomo [4], Silvia [13] and Desideria [14] that company size has a
positiveimpactontaxavoidance.Businessentitieshavemoreroomtoavoidtaxeswhenthecompany
size is larger. Therefore, the fourth hypothesis that can beformulated in thisresearchis:
company size hasapositiveeffect on taxavoidance.




The figure below shows the framework obtained from elaborating the theoretical basis
andphenomenathat describe this research:

Institutional H1(-)
Ownership(X \
SalesGrowth(X2) H2(+) N _
”| TaxAvoidance(Y)

Probability(X3) y

H4 (+)
CompanySize(X3)

Figurel.ConceptualFramework
Source:Secondarydataprocessed(2023)

3. METHODS

Thisresearchusesquantitativeresearchmethodstoknowtheeffectofinstitutionalownership, sales
growth, profitability, and company size on tax avoidance. This study usessecondary data
from the annual reports of industrial companies. The population used in
thisstudyiscompaniesfromtheindustrialsectorbecausetheyareamongthelargestcontributorstoc
orporatetaxpayers.Thereare54industrialcompanieslistedonthelndonesiaStockExchange(IDX)
from2017t02021.Thisstudyusesnon-probabilitysampling with the use of a purposive sampling
method, namely sample selection based oncertaincriteria.The  criteriaused
forsampleselectionare:
a) IndustrialsectorcompanieslistedonthelndonesiaStockExchangefortheperiod2017-2021;
b) Industrialsectorcompaniesthatdonotregularlypresentauditedfinancialstatementsduring

the period 2017 to 2021;
¢) Industrialcompanieswithnegativeprofitsforthelastfiveyears,namelyfromthe2017-

2021period.
So the research sample was obtained from as many as 15 industrial companies with a five-
year observation period of 75. However, there are 18 outlier data after the normality test
sothe total final data to be used is 57. This study uses statistical methods for hypothesis
testingand data analysis with descriptive statistics, classical assumption tests, and
hypothesistesting using multiple linear regression analysis. To assist in data analysis, SPSS
version 24softwarewasused,to measure the variablesofthis study, the following
indicatorswereused:
a. Institutionalownership(X1)

Kl=Total Institutional Shares/ Total SharesOutstanding[27].
b. SalesGrowth (X2)

SG=(Sales+ Sales t1)/Sales +1[21].
c. Profitability(X3)

ROA(returnonassets)=Net Profit AfterTax/ TotalAssets[10].
d. CompanySize(X4)SIZE=

Lntotal asset[4].
e. TaxAvoidance(Y)

CETR(casheffective taxrate)=cashtaxpaid/pretax income[8].



4. RESULTSANDDISCUSSION

4.1 ResultsofDescriptiveStatistics

Descriptive analysis reveals a description of the data which includes the amount of
researchdata, maximum value, minimum value, average value, and standard deviation
contained
intheresearchdata[28].Basedontheresultsofdescriptivestatisticalanalysisinthisstudy,for the
variable Institutional Ownership (X1) with 75 sample data (N), the lowest valueobtained is
0.14, the highest is 0.99, and the average is 0.6364 with a standard deviation 0f0.20734. For
the variable Sales Growth (X2) with 75 sample data (N), the lowest valueobtained is -0.45,
the highest is 1.11, and the average is 0.0936 with a standard deviation 0f0.22266. Then, for
the Profitability variable (X3) with 75 sample data (N), the lowest value is0.00064, the
highest is 0.36, and the average is 0.0852 with a standard deviation of 0.06569.For the
Company Size variable (X4) with 75 sample data (N), the lowest value is 26.15,
thehighestis33.54,andtheaverageis29.0325withastandarddeviationof2.12233.Finally,for  the
dependent variable (Y), Tax Avoidance, measured using CETR with 75 sample data(N), the
lowest value is 0.06, the highest is 2.81, and the average is 0.3854. This indicatesthat the
average tax payment of the sample companies is 38.54% of pre-tax profit, with
astandarddeviationof0.38645.

Tablel. DescriptiveStatistics

N Minimum Maximum Mean Std.Deviation
Kl 75 14 .99 .6364 20734
SG 75 -.45 1.11 .0936 .22266
ROA 75 .00 .36 .0852 .06569
SIZE 75 26.15 33.54 290.325 212.233
CETR 75 .06 2.81 .3854 .38645
Valid
N(listwis &
e)

Source:Secondarydataprocessed(2023)
4.2 ClassicalAssumptionTest

4.2.1 Testof Normality

The normality test is used with the consideration that it can measure whether or not the
datais distributed normally [28]. Based on the SPSS output for the normality test results
fromTable 2, it can be observed that the Asymp. Sig. (2-tailed) value is 0.200. This indicates
thatthe significance level is > 0.05, meaning that the data used by the researcher is
normallydistributed.

Table2.0ne-SampleKolmogorov-SmirnovTest

UnstandardizedResidual

N 57
Mean .0000000

NormalParam Std.Devi

eters®® " 59902672
ation

Test Statistic .103

Asymp.Sig.(2-tailed) .200°¢

Source:Secondarydataprocessed(2023)



4.2.2 MulticollinearityTest

The multicollinearity test is used to evaluate the correlation level to detect whether there is
amulticollinearity issue in the regression model. Referring to Table 3, it can be observed
thatthe tolerance values for the independent variables exceed 0.10, while the VIF values
arebelow 10.This means thatmulticollinearity isnot found.

Table3. Coefficients®

CollinearityStatistics

Model Tolerance VIF
1 (Constant)
Kl .919 1.088
SG 714 1.400
ROA .619 1.615
SIZE .660 1.515

a.DependentVariable:CETR

Source:Secondarydataprocessed(2023)

4.2.3 HeteroscedasticityTest
HeteroscedasticitytestcanbedetectedthroughtheSpearman'sRhotestthroughasignificance
level of 0.05 and a two-sided approach. Referring to the Spearman's rho testresults in Table
4 shows that the significant value is greater than 0.05, which means thatthereare no
symptomsof heteroscedasticity in theresearch.

Table4. Correlations

ABS_RES
Kl Sig.(2-tailed) .095
SG Sig.(2-tailed) .066
Spearman’srho  ROA Sig.(2-tailed) .554
SIZE Sig.(2-tailed) .560

ABS_RES Sig.(2-tailed)

Source:Secondarydataprocessed(2023)

4.2.4 AutocorrelationTest
The autocorrelation test is used to determine whether there is autocorrelation. In a
goodregressionmodel, the absenceofautocorrelationis expected.

Table5.ModelSummary®

Model R RSquare Adjusted RSquare Std. Errorof Durbin-

the Estimate Watson

1 479° .229 .154 49442 1.776

a. Predictors:(Constant),SIZE,KI,SG,ROA
b. DependentVariable:CETR

Source:Secondarydataprocessed(2023)

BasedonTable5,itcanbedeterminedthattheDurbinWatson(DW)valueinthistestis1.776.Inthisstudy,i
tisknownthatkis4,andnis57.Therefore,withdLhavingavalueof



1.4264 and dU having a value of 1.7253, and the value of 4-dU being 2.2747. Thus, it
meansthat there is no autocorrelation in this study. This is because the autocorrelation test
result isfollowingtheestablishedformula, namelydU<dW<4-dU(1.7253< 1.776<2.2747).

4.2.4MultipleLinearRegressionAnalysis

The purpose of conducting testing with multiple linear regression analysis is to
examinewhetherthereisaninfluencebetweenindependentvariables(X),namelyinstitutionalowne
rship, sales growth, profitability, and company size, with the dependent variable (Y),namely
tax avoidance. Based on the output in Table 6, the regression equation formulated inthis
study is:

CETR=-0,848+0,085KI+0,162SG-0,126ROA+0,022SIZE

Table6.Coefficients?

UnstandardizedCoefficients

Model
B Std.Error
(Constant) -.848 .687
Kl .085 222
1 SG .162 219
ROA -.126 .055
SIZE .028 .022

a.DependentVariable:CETR

Source:Secondarydataprocessed(2023)
4.3 ResultsofHypothesisTest

4.3.1 TestCoefficientofDetermination(R%

The R® test calculates the extent to which the independent variables can show the
differencethat occurs in the dependent variable. From Table 7, it can be seen that if the
correlationcoefficient test is obtained the R Square number is 0.154. This shows that the
independentvariables, namely institutional ownership, sales growth, profitability, and
company size,
affectthedependentvariableortaxavoidanceby15.4%.Whiletheremaining84.6%isattributedtoot
hervariablesnot listedin this study.

Table7. ModelSummary®

Model R RSquare Adjusted RSquare  Std. ErroroftheEstimate

1 A479° .229 154 49442

a. Predictors:(Constant),SIZE,KI,SG,ROA
b. DependentVariable:CETR

Source:Secondarydataprocessed(2023)

4.3.2 AccuracyTest(Ftest)

Theaccuracy test orFtest isused toevaluatewhetherallindependent  variables
(X)includedintheresearch have acollectiveinfluenceonthe dependentvariable (Y). Thisstudy
uses a significant level of 0.05 with a total of 57 research data with 4 independentvariables.
The results of the F test reveal that if the significant value is 0.022, it shows thatthis research
model is worth testing and can be used to predict tax avoidance because the
Ftestresultshavemet the criteriawith asignificancevaluebelow 0.05.




Table8. ANOVA®

Sum of

Model df MeanSquare F Sig.
Squares
Regression 4.862 4 1.216 3.146 .022°
1 Residual 20.095 52 .386
Total 24.957 56

a. DependentVariable:CETR
b. Predictors:(Constant),SIZE,KI,SG,ROASo
urce: Secondarydataprocessed(2023)

4.3.3 VariableSignificanceTest(T-test)

In the variable significance test, the criteria used are if t count> t table or the
significancevalue is lower than the error tolerance level of 5 percent (a = 0.05), therefore, the
initialhypothesisisrejected, whilethe alternative hypothesisisaccepted andit
alsoappliesotherwise.

Table9. Coefficients®

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
> Std.Error Beta
(Constant) -.848 .687 -1.235 221
Kl .085 .222 .045 .382 .704
1 SG 162 .219 .093 741 461
ROA -.126 .055 -.291 -2.299 .024
SIZE .028 .022 .155 1.305 .196

a.DependentVariable:CETR

Source:Secondarydataprocessed(2023)

1) Hypothesis testing for the first hypothesis, the institutional ownership variable (X1) has
asignificance value of 0.704 > 0.05, and the calculated t-value is 0.382. This means
thereis no significant influence of institutional ownership on tax avoidance. Therefore,
the
firsthypothesis(H1)statingthat"institutionalownershiphasanegativeeffectontaxavoidance"i
srejected.

2) Hypothesis testing for the second hypothesis, the sales growth variable (X2) has
asignificance value of 0.461 > 0.05, and the calculated t-value is 0.741. This means
thereis no significant influence of sales growth on tax avoidance. Therefore, the
secondhypothesis (H2) stating that "sales growth has a positive effect on tax avoidance"
isrejected.

3) Testing the third hypothesis, the profitability variable (X3) has a sig value of 0.024
<0.05and the result of t count of -2.299, it means that there is a significant effect of
profitabilityon tax avoidance so that the third hypothesis (H3) which states that
"profitability has apositive effect on tax avoidance" is not supported or rejected. Because
the results of thisstudyshow the oppositethattheprofitabilityvariable has a negative
effecton taxavoidancepractices.

4) Testingthefourthhypothesis,thecompanysizevariable(X4)hasasigvalueof0.196>
0.05andthe tcountresultis1.305,it meansthat thereisno significant effect ofcompany size
on tax avoidance so that the fourth hypothesis (H4) which states that'companysize has
apositiveeffect on tax avoidance"isrejected.



4.4 Discussion

4.4.1 EffectofinstitutionalOwnershiponTaxAvoidance

In the results of testing the first hypothesis, it is known that if the institutional
ownershipvariable is calculated by comparing the number of institutional shares that
business entitieshave with the total shares outstanding, the results show that there is no
influence betweeninstitutional ownership and tax avoidance. So this research does not
support research byDakhli [19], Maisaroh& Setiawan [24] and Pujiningsih&Salsabyla [6].
This means that thesize or size of institutional ownership in a business entity will not affect
the entity in carryingout tax avoidance practices, in line with research from Adeyani and
Winnie [27],
institutionalshareholderswhoactassupervisorsofbusinessentitiesdonotalwayshaveeffectiveco
ntrol over management practices that may be opportunistic in tax avoidance. This
ispossiblebecauseinstitutionalownershipoftenreliesonthesupervisoryboardtooverseeandman
agethebusiness.Afterall,thatispartoftheirduties.lnotherwords,thepresenceor absence
ofinstitutional ownership, andtaxavoidance practicesmaystill occur.

4.4.2 EffectofsalesgrowthonTaxAvoidance

In the results of testing the second hypothesis, it can be seen that the sales growth
variable,which is measured by the current year's sales (measurement period) minus the
previousyear'ssalesdividedbythepreviousyear'ssales,hasnoeffectontaxavoidancepractices.S
o this research is not in line with research conducted by Wahyuni et al [8] and research
byWulandari & Purnomo [4]. A significant increase in sales growth has the potential to
improvebusiness performance. This is because an increase in sales growth will contribute to
anincrease in company profits. The results state that the level of sales growth, whether high
orlow, has no significant effect on the level of tax avoidance of business entities because
thecontribution made by business entities will remain the same in fulfilling their tax
obligations.ThisresearchisinlinewithresearchbyTuryatini[29].

4.4.3 EffectofprofitabilityonTaxAvoidance

In the results of testing the third hypothesis, it can be seen that the profitability variable has
anegative effect on tax avoidance practices sothis research is not in line with
researchconducted by Mahdiana& Amin [30]. This means that the high level of profit
obtained by thecompany does not encourage companies to try to take advantage of
opportunities to avoidtaxes. Instead, companies are more likely to comply with legal
regulations and avoid taxavoidance practices. This research is in line with research from
Ekaristi et al [31]. In addition,the business objectives of business entities that have high
profitability allow more focus
onthegrowthanddevelopmentandoperationsoftheirbusinessentitiesratherthancomplextaxavoi
dancepractices.

4.4.4 TheeffectofcompanysizeonTaxAvoidance

In the results of testing the fourth hypothesis, it can be seen that the company size
variabledoes not affect tax avoidance practices. Thus, this research is not in line with
researchconductedbyWulandari &Purnomo[4],Silvia[13]JandDesideria[14].

The size of the company does not have a significant impact on the level of corporate
taxavoidance.Businessentitieswithalargescaleinevitablyattractgovernmentattentionrelatedtot
heprofitstheygenerate.Thiscanexposebusinessentitiestotheriskofsynchronizedtaxauditsandc
ollectionswithapplicablelegalregulations.Asaresult,companies will be less likely to want to
bear the risks associated with the audit stage oraccept other penalties that could damage
their reputation in the long run. Thus, both
largeandsmallcompaniesareequallycompliantwithtaxregulations.Theseresultsareinlinewith
research from Mahdiana& Amin [30] and Ekaristi et al [31] which states that
companysizedoesnotaffecttaxavoidance.




5. CONCLUSION

This study is intended to determine and examine the effect between independent
variables,namelyinstitutionalownership,salesgrowth,profitability,andcompanysizewiththedepe
ndentvariable,namelytaxavoidanceinindustrialsectorcompanieslistedonthelndonesia  Stock
Exchange with the observation period 2017 to 2021. Based on the results oftesting and data
analysis using multiple linear regression analysis, the conclusions drawnfrom this research
are as follows: the analysis indicates that institutional ownership, salesgrowth, and company
size do not significantly affect tax avoidance. This implies that thescale of institutional
ownership, sales growth, and company size, whether large or small,does not impact a
company's decision to engage in aggressive tax management strategies.However, the
variable of profitability measured by Return on Assets has a negative influenceon tax
avoidance. This means that higher profitability levels indicate a decrease in thepractice of
tax avoidance by businesses, as some companies tend to prioritize profitabilityand entity
cash flow over complex tax strategies. This research could serve as a guide forcompanies or
corporate  taxpayers in decision-making, especially concerning tax planning
intheirorganizations.

Theresearchersarerecommendedtoconsiderexpandingtheresearchperiodandincorporating
more diverse variables beyond the two independent variables wused in
thisstudy.Forexample,variablessuchasauditcommittee,businessstrategy,leverage,independe
ntcommissioners,companyage,managementintensity,fiscallosscompensation,corporate
social responsibility (CSR), and others could be included. It is also recommendedto use
companies fromdifferent sectors assamples in futureresearch.
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