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Abstract: 
The automotive industry is a sector that has a relatively large contribution to the national economy. 
Where the automotive industry provides an investment value of trillions per year and is able to 
absorb the work of up to tens of thousands of people. For this reason, the authors conducted this 
study with the aim of examining the effect of profitability, liquidity, leverage, capital intensity and 
firm size on tax avoidance in the automotive industry listed on the Indonesia Stock Exchange in 
2016 - 2020. In this study, researchers used secondary data with a population of 20 companies. 
automotive listed on the Indonesia Stock Exchange. Determination of the sample of this study using 
the purposive sampling method and obtained a sample of 18 automotive companies. The results 
of this study indicate that the t-test of profitability and leverage variables has a positive effect on 
tax avoidance, while liquidity, capital intensity and firm size have no effect on tax avoidance. 
Meanwhile, for the f test of Profitability, Liquidity, Leverage, Capital Intensity, Firm Size has a 
positive effect on tax avoidance. 
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INTRODUCTION 

In this era of globalization, there are many manufacturing sectors that dominate the 
industrial world in Indonesia, one of which is the automotive industry. Where the automotive 
industry in Indonesia has become an important foundation in the country's manufacturing sector, 
because the industry is one of the mainstay sectors that continues to be prioritized in its 
development and plays a very large role in the development of the national economy. Many car 
companies are reopening car manufacturing plants or increasing their production capacity in 
Indonesia. Moreover, Indonesia is experiencing a remarkable transition from what was originally 
only a place of car production for export but became the largest domestic sales market due to the 
increase in gross domestic product (GDP) per capita. 

This automotive industry is a sector that has a relatively large contribution to the national 
economy. There are 22 companies from the 4-wheeled motor vehicle industry or more in Indonesia 
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at present. This automotive sector has provided an investment value of 99.16 trillion with a total 
production capacity of 2.35 million units per year and employs 38.39 thousand direct workers and 
the potential of the 2 and 3-wheeled motor vehicle industry in the country there are 26 companies. 
The total investment value that has been poured is 10.05 trillion with a production capacity of 9.53 
million units per year and employs up to 32 thousand people. For this reason, the automotive 
industry is considered to have an important and strategic role so that it is included in the Making 
Indonesia 4.0 roadmap, which receives development priority in the implementation of industry 4.0 
(kemenperin.go.id, 2021). 

The automotive industry is actually influenced by the country's economic growth, where 
when gross domestic product (GDP) grows and will subsequently be followed by growing 
purchasing power will be in line with increasingly strong consumption. On the other hand, the level 
of consumption of people who are interested in buying a car will also continue to grow, because it 
can be driven by several factors. The first factor is a program from the government that will 
encourage the Industrial Revolution Roadmap 4.0 which groups five main industries, one of which 
is the automotive industry. Second, infrastructure development on toll roads that are still in recent 
years. Third, public interest in buying vehicles is still growing, and fourth, there is ease in vehicle 
loans. So with these factors, the growth of the automotive industry is expected to continue to 
grow, because Indonesia remains the main destination for investment in the automotive industry 
sector. The relatively large domestic automotive market will add to the attractiveness for investors 
to invest in Indonesia. 

Taxes are one of the main sources of state revenue. Every taxpayer must participate so that 
the growth and achievement of national development can run well for the progress and welfare of 
the country. The company can be said to be a corporate taxpayer who is required to pay income 
tax. So that companies are of the view that taxes are a burden on companies that can reduce the 
company's net profit, so many companies try to reduce taxes by legal means (tax avoidace) and 
illegal ways (tax evasion) in order to make a profit. Therefore, the company carries out tax 
management, including tax avoidance. 

Tax avoidance as an effort to minimize tax payments that are not uncommon for 
companies. This tax avoidance can be influenced by several factors, one of which is Profitability, 
Liquidity, Leverage, Capital Intensity and Company Size. Tax avoidance: A tax avoidance, is 
permissible, but on the other hand, tax avoidance is undesirable. Because in the context of the 
government in Indonesia, various regulations have been made to prevent tax avoidance. Apart 
from that, tax planning that exceeds or violates applicable laws and regulations is also called tax 
evasion. 

The first phenomenon that occurred at PT. Toyota Motor Manufacturing on tax avoidance 
in Indonesia. In the news (kompas.com, 2017) about "Tax Avoidance that Occurs in PT Toyota 
Motor Manufacturing Indonesia (TMMIN) Company". PT. Toyota Motor Manufacturing Indonesia 
(TMNIM) uses transactions between affiliated companies at home and abroad to avoid paying 
taxes. 
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Then the second phenomenon in the news (otomotif.kompas.com, 2016) about "Tax 
Evasion committed on Suzuki Motor Corp". Where in 2016 Suzuki Motor carried out tax evasion by 
using the motorcycle racing business to hide money of up to Rp 38.6 billion to trick local 
governments into imposing more taxes. 

Profitability is used to measure the performance that a company has in generating profits 
at the level of asset sales and also stock income. The proxy used to examine profitability is retrun 
on asset (ROA). This ROA is to measure effectiveness in the company. When high profitability 
indicates that the company's profit will be large, the amount of income tax will also increase 
according to the increase in company profits, so that it can result in the company being inclined to 
tax avoidace because it has high profitability. Based on research (Prambudi et al., 2021) said 
profitability has a positive effect on tax avoidance, this is because companies that have high 
profitability have the opportunity to plan and reduce the amount of their tax burden. 

Liquidity is a ratio used to estimate the performance of a company in meeting its financial 
obligations in the short term. The liquidity of the company proves an ability to pay short-term 
financial obligations in a timely manner. The proxy used to conduct research is the current ratio 
(CR). This Cr is used to measure the company's ability to pay short-term obligations, both 
obligations to the company and outside the company. If the company's liquidity increases, the 
company does not want to pay all its obligations, especially in paying taxes in accordance with 
applicable rules and regulations. Based on research (Veren Oktavia, 2020) Liquidity affects tax 
avoidance. 

Leverage is used to measure the amount of debt a company has to finance its operational 
activities. The proxy used to examine leverage is the debt to equity ratio (DER). DER is used to 
measure solvency (showing the company's ability to pay short-term and long-term obligations). An 
increase in the amount of debt to finance the company's operations will result in the interest 
expense borne by the company. This interest expense component will reduce the pre-tax profit of 
the business, so that the tax burden to be paid for a business will be reduced. The more the 
company continues to use debt as an alternative source of funds, the more likely the company is 
to take tax avoidance action. Based on researchers (Arian &; Mhd. Hasyim, 2018) Levarage affects 
tax avoidance. If the company borrows large amounts of funds, the company will get loan interest 
from creditors. Large interest rates will cause lower income and less taxes incurred. 

Capital Intensity is how much ownership of company assets is invested in the form of fixed 
assets. This means that the higher the capital intensity, the higher the level of tax avoidance. The 
amount of the company's capital ownership in fulfilling operational activities and asset investment 
will be more solid in developing the company's profits as much as possible. Because, companies 
that have high assets will cause a high tax burden, that can trigger companies to increasingly take 
tax avoidance actions in an effort to minimize the amount of tax burden obtained. Based on 
research (Putri, 2019) states that Capital Intensity affects Tax Avoidace. 

The size of the Company proves an ability possessed by the company in the act of returning 
its tax decisions. The size of the company proves the stability and ability of the company in carrying 
out economic activities. The larger the size of a business, the more it will become the focus of 
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government attention and will lead to a tendency towards tax compliance or avoidance. Previous 
researchers (Utami &; Suhono, 2021) said that company size affects tax avoidance. 

The reason researchers chose this automotive industry company is because this company 
is one of the companies that influence the Indonesian economy and has an important role in 
consumer demand, which makes competition in automotive companies tighter. Financial 
statements on automotive companies are detailed and include variables to be studied. Automotive 
business competition always continues to increase, so it can potentially carry out activities in tax 
avoidance in order to achieve a profit. 

Based on the background that has been conveyed above, researchers are interested in 
choosing the title, "The Effect of Profitability, Liquidity, Leverage, Capital Intensity, and Company 
Size on Tax Avoidace”. In this study, the author tries to find out and analyze how influential each 
variable studied is on the company's tax avoidace. Thus, companies can find out the policies that 
must be taken for business continuity and the government in determining policies to overcome tax 
avoidance practices appropriately. 

 
RESEARCH METHODS 

The research method used in this study is an empirical method with a quantitative 
approach. The object of research focused on economic and financial variables, including 
profitability, liquidity, leverage, capital intensity, and company size, with the dependent variable 
being tax avoidance. This study aims to investigate how these independent variables affect tax 
avoidance in automotive industry sector companies listed on the Indonesia Stock Exchange (IDX) 
during the 2016-2020 period. 

The source of research data is secondary, obtained through the financial statements of 
automotive companies that have been published on the IDX. The data is time series, collected over 
the last five-year period. The study population involved all automotive industry companies listed 
on the IDX during the specified period. As a sample selection method, this study uses a purposive 
sampling method with certain criteria, such as automotive subsector manufacturing companies 
listed on the IDX during the 2016-2020 period, which published financial statements, and did not 
experience delisting. 

The study sample included 18 automotive companies that met these criteria. Data 
collection techniques involve the analysis of multiple linear regression methods to understand the 
relationship between independent and dependent variables. Data was elaborated using E-Views 
12 (2021) software. In addition, this research also uses documentation study techniques and 
literature studies to support the analysis. 

Operational definitions are given to ensure that the concepts used in the study can be 
clearly measured and understood. Data analysis includes descriptive statistics to provide an 
overview, as well as panel data regression models to determine relationships between variables. 
Regression model selection is done through the Chow test, Hausman test, and Lagrange Multiplier 
test. 
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Hypothesis testing is done through classical assumption tests, including multicollinearity 
tests, autocorrelation tests, normality tests, and heteroscedasticity tests. Multiple linear regression 
tests are performed to see the effect of the independent variable on the dependent variable, and 
the coefficient of determination is used to measure how well the model can explain changes in the 
dependent variable. The t test and F test are also performed to assess the significance of each 
independent variable individually and simultaneously. 

 
RESULTS AND DISCUSSION 

A. Results of hypothesis testing 
1. Multiple Linear Regression Test 

Figure 1. Multiple Linear Regression Test 
Source : Eviews 12 (2021) 

Based on the results of the multiple linear regression test in Table 4.9 above, obtained 
from the regression equation as follows: 

ETR = 0.2906 ROA - 0.0018 LIQ + 0.0112 DER + 0.0575 CAPIN - 0.0021 SIZE + 1169.84 + e 

Then it can be interpreted the results of the study: 
a. The constant value of the regression equation is 1169.43 which means that the 

independent variable (Profitability, liquidity, leverage, capital intencity, company size) 
is 0 then the dependent variable (Tax avoidance) has a value of 1169.83. 

b. The value of the coefficient on the profitability variable (X1) with a proxy ROA of 0.2906 
with a positive value can be interpreted if profitability increases by 1 unit, the tax 
avoidance variable (Y) will increase by 0.2906. 

c. The value of the coefficient in the Liquidity variable (X2) with a proxy LIQ -0.0018 with 
a negative value can be interpreted if liquidity increases by 1 unit, the tax avoidance 
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variable (Y) will decrease by - 0.0018. 
d. The value of the coefficient on the variable Leverage (X3) with a proxy DER 0.0112 with 

a positive value can be interpreted if the leverage increases by 1 unit then the variable 
tax avoidance (Y) will increase by 0.0112. 

e. The value of the coefficient in the Capital Intencity (X4) variable with a CAPIN proxy of 
0.0575 with a positive value can be interpreted if capital intencity increases by 1 unit, 
the tax avoidance (Y) variable will increase by 0.0575. 

f. The value of the coefficient in the Company Size variable (X5) with a proxy SIZE - 0.0021 
with a negative value can be interpreted if the company size increases by 1 unit, the 
tax avoidance variable (Y) will decrease by -0.0021. 

B. Coefficient of Determination (R2) 
Based on table 4.9 above, it can be said that the test coefficient of determination (R 2) is 

obtained from adjusted R-squared, which is 0.1959. Which means that in variable terms 
profitability, liquidity, leverage, capital intencity and company size have an influence on tax 
avoidance 19.59%. While the remaining value of 80.41% is explained by other variables that are 
not contained in the study. 

C. T Test 
This t test is carried out to determine whether there is an influence of the independent 

variable (X) on the dependent variable (Y) using hypotheses, namely: 
H0 : rejected (No effect)  
H1 : accepted (Influential) 
1) If the value of significance < 0.05 then it can be said that the hypothesis is accepted, which 

means that the variable can have a positive effect on the dependent variable. Instead 
2) If the significance > 0.05, it can be said that the research hypothesis is rejected, which 

means that the variable negatively affects the dependent variable. 
Based on table 4.9 above, the results of partial test research (t) can be interpreted: 

1. Hypothesis Test Results (H1) 
The profitability variable has a calculated t value  of 2.760. As for the significant value 
(Probability) 0.0071 < 0.05. So it can be concluded that H 0  is rejected and H1 is accepted, 
which means that for the first hypothesis test it is said that the profitability variable has a 
significant positive effect on tax avoidance. 

2. Hypothesis Test Results (H2) 
The Liquidity variable has a calculated t value  of -0.361. As for the significant value 
(Probability) 0.718 > 0.05. Then it can be said that H0 is  accepted and H2 is rejected, which 
means that for the second hypothesis test says that liquidity variables have a significant 
negative effect on tax avoidance. 

3. Hypothesis Test Results (H3) 
The variable leverage has a calculated t value  of 3.676. As for the significant value 
(Probability) 0.000 < 0.05. So it can be said that H0 is  rejected and H3 is accepted, which 
means that for the third hypothesis test says that the variable leverage has a significant 
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positive effect on tax avoidance. 
4. Hypothesis Test Results (H4) 

The variable capital intencity has a calculated t value of 1.007. As for the significant value 
(Probability) 0.316 > 0.05. So it can be said that H0 is  accepted and H4 is rejected, which 
means that the results of the fourth hypothesis test say that the capital intencity variable 
has a significant negative effect on tax avoidance. 

5. Hypothesis Test Results (H5) 
The company size variable has a calculated t value of -1.225. As for the significant value 
(Probability) 0.22 > 0.05. So it can be said thatH0 is  accepted and H5 is rejected, which 
means that for variable company size has a significant negative effect on tax avoidance. 

D. Uji F Test 
This F test is usually done to see the influence of the independent variable on the 

dependent variable. In this f test there are provisions in decision making, namely: 
1) If the prob value < 0.05 and F calculate > Ftable then it can be said that the research hypothesis 

is rejected, which means that the independent variable (Independent) affects the 
dependent variable (dependent). 

2) If the value of Prob > 0.05 and F calculate < Ftable then it can be said that the research 
hypothesis is accepted, which means that the independent variable does not affect the 
dependent variable. 

Based on the results of the simultaneous test (test f) in Table 4.9 above, obtained :                                                                                                                                                                                                                                                                      

Ftable : F (k-1;( n-k) 

Ftable: F(5-1; 90-5) = F(4; 85) = 2.48 

Then it can be interpreted the results of the study F count (5.33) > Ftable (2.48) and for the 
significance value of the F test (0.000) < 0.05. So it can be said that the results of the simulation 
test (F test) of the independent variable (X) have a positive effect significantly on the dependent 
variable (Y). 

Discussion 
Profitability Positively Affects Tax Avoidance 

So it can be said that automotive companies are indicated to have high profitability so that 
companies have the opportunity to take action by minimizing the amount of corporate tax burden 
(Tax Avoidance). Positive influence means that the higher the profitability, the higher the 
automotive company in tax avoidance. 

The profitability relationship in this agency theory, where the principal does not want to 
give part of the profits obtained from the company's performance results is given to the state (tax) 
in accordance with its obligations, so automotive companies try to minimize the amount of tax 
deposited without any involvement in tax restitution. For this reason, the agent runs an effort to 
reduce tax payments and tax avoidance behavior by making tax planning. 
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The results of this study are in line with research from (Setiawan, 2016) and (Prambudi et 
al., 2021) which say that profitability has a positive effect on tax avoidance. 
Liquidity Negatively Affects Tax Avoidance 

So it can be said that a highly liquid company shows good financial condition so that the 
company is able to pay all its obligations, including tax liabilities, otherwise if a company with low 
liquidity will prefer to maintain cash flow rather than pay taxes. 

Liquidity relations have a negative effect in agency theory, where the principal has a good 
financial condition so that automotive companies will pay taxes to the state in accordance with 
their obligations. For this reason, the agent no longer needs to carry out activities to minimize tax 
payments (tax planning). 

The results of this study are in line with research from (Saputro et al., 2021) and (Arian &; 
Mhd. Hasyim, 2018) which said that liquidity does not affect tax avoidance. 
Leverage Positively Affects Tax Avoidance 

So it can be said that automotive companies have high leverage, meaning that this 
automotive company uses debt to finance all operational expenses so that it incurs interest 
expenses that will result in the profits that have been obtained by the company will be reduced so 
that the tax burden to be paid will also be reduced without having to do tax avoidance. Because 
of the high interest burden on the company, it can reduce its tax burden, so the company chooses 
to owe capital to other parties in order to avoid taxes. 

The relationship in agency theory between agents, where agents (management of a 
business) run operations for principals (business owners) which in principle is to provide the 
greatest benefit for principals, so that agents strive to maximize their duties. One of the duties of 
the agent (management) is to prepare financial statements, including reports on company 
leverage related to tax avoidance. The agent can report the company's leverage conditions that 
can prevent the company from paying taxes for a while so that the company's profits are not 
reduced because they have to pay taxes, it is used for the benefit of the principal. 

The results of this study are in line with research from (Saputro et al., 2021) and (Arian &; 
Mhd. Hasyim, 2018) which say that leverage has a positive effect on tax avoidance. 
Capital Intencity Negatively Affects Tax Avoidance 

The level of fixed assets owned by a company cannot affect corporate tax avoidance 
measures, because the company cannot take advantage of depreciation expenses to reduce its net 
income. If the company is more concerned with depreciation expenses as a tax deduction, this is 
not good for the company because the company will get a very large loss. This proves that 
automotive companies have high fixed assets so that companies can maximize profits in carrying 
out company activities, because high fixed assets can encourage increased capacity in company 
production. So it can be said that automotive companies are not deliberately to save the 
proportion of fixed assets to do tax avoidance by utilizing depreciation. 

The relationship between agency theory and capital intensity ratio is important information 
for companies because it can prove the level of efficiency of the use of capital that has been 
invested for investors or principals. 
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The results of this study are in line with research from (Arian &; Mhd. Hasyim, 2018) and 
(Prambudi et al., 2021) which say that liquidity does not affect tax avoidance. However, this 
research is not in line with the results of research from (Putri, 2019) which says that liquidity affects 
tax avoidance. 
Company Size Negatively Affects Tax Avoidance 

So this shows that this automotive company does not utilize its assets for tax avoidance 
but the company's assets are used to improve operational activities, thus as a result causing other 
expenses that reduce the tax burden paid. This has an impact on losing the company's opportunity 
to make a profit. If the company experiences a decrease in profits or losses, the tax burden will 
decrease so that the company does not need to do tax avoidance. 

The relationship in agency theory, where there is an interest between the government and 
the company. Where the government wants to maximize tax revenue while companies want to 
pay taxes with a small amount. For this reason, the resources owned by the company can be used 
by agents (company management) to reduce the tax burden that must be paid by the company. In 
general, large companies have sufficient resources and are better able to reduce their tax burden 
than small companies doing tax avoidance. Large companies tend to have more opportunities to 
do good tax planning to reduce the company's effective tax rate (ETR). 

The results of this study are in line with research from (Arian &; Mhd. Hasyim, 2018) and 
(Saputro et al., 2021) which say that liquidity does not affect tax avoidance. However, this research 
is not in line with the results of research from (Utami &; Suhono, 2021) and (Mayndarto, 2022) 
which say that liquidity affects tax avoidance. 
 
CONCLUSION 

This study discusses the effect of profitability, liquidity, leverage, capital intensity, and 
company size on tax avoidance in automotive companies on the Indonesia Stock Exchange for the 
2016-2020 period with a sample of 18 companies. The results of the analysis show that profitability 
has a positive influence on tax avoidance, indicating that automotive companies with high 
profitability tend to take action to minimize tax burden. Conversely, liquidity negatively affects tax 
avoidance, indicating that companies with healthy financial conditions tend to pay taxes without 
the need for tax avoidance. Leverage has a positive effect, indicating that automotive companies 
with high interest expenses choose to go into debt to reduce the tax burden. Capital intensity has 
a negative effect, indicating that companies with high fixed assets do not intentionally avoid taxes 
through depreciation. The size of the company has a negative effect, indicating that the company 
is more focused on operational activities than tax avoidance, with a reduction in the tax burden 
associated with losses or decreases in profits. In conclusion, these variables have a significant role 
in understanding tax avoidance practices in the automotive industry. 
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