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Abstract 

This research aims to analyze and test the influence of leverage, profitability and liquidity on tax avoidance 

which is moderated by institutional ownership in Properties & Real Estate companies. The research 

population is property and real estate companies that have been listed on the IDX in 2019-2022. Samples 

were taken in this research using purposive sampling and 80 samples were obtained. This research uses 

secondary data, namely annual financial report data available on the BEI website (www.idx.co.id). The 

analysis method used is Multivariate Analysis of Variance based on pooled data, namely data with cross 

section and time series characteristics together. Based on the results of the regression test, it can be 

concluded that liquidity has a positive impact on tax avoidance. Institutional ownership can moderate the 

positive impact of liquidity on tax avoidance. However, leverage and profitability have no impact on tax 

avoidance. Institutional ownership cannot moderate the impact of leverage and profitability on tax 

avoidance in Property and Real Estate companies listed on the IDX in 2019 – 2022. 

 

Keywords: Leverage, Profitability, Liquidity, Tax Avoidance. 

 

1. Introduction 

Taxes are one of the main sources of state revenue, therefore taxpayer compliance is something that has a 

crucial position in increasing state revenue (Kurniawan & Daito, 2021). Sectoral revenues are the main 

driver in increasing Indonesian tax revenues where all main sectors grow positively supported by rising 

commodity prices, economic recovery, and a policy mix including phasing-out of fiscal incentives, 

implementation of the HPP Law, and fuel oil compensation. Several sectors with large participation are 

manufacturing and management industry (28.7%), trade (23.8%), mining (22.8), information and 

communications (14.6%), financial services and insurance (10.6 %), transportation and trade (10.4%), and 

the construction and real estate industry (6.19%) (Ministry of Finance, 2022). It is known that the 

construction, property and real estate sectors are the sectors that contribute the lowest compared to other 

sectors. It is known that the contribution of tax revenues from the construction, property and real estate 

sectors only reached 6.19%. Throughout the third quarter of 2022, the performance of the property and 

real estate sector showed a revival. This can be seen from the average growth in income and net profit, 

despite the gradually sloping pandemic conditions and a number of stimuli provided by the government 

(Winarni, 2023). 

Based on research by Awaliah (2022), it was found that several property companies were quite aggressive 

in carrying out tax avoidance actions, such as PT Bumi Serpong Damai Tbk, PT Metropolitan Land Tbk. 
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Thus, it can be concluded that according to the ETR value, the real estate and property industry is the one 

that avoids the most taxes. This is supported by minimum ETR statistics, which reveal that for five 

consecutive years, the real estate and property industry has had the lowest ETR value. This indicates that 

the tax burden paid is the smallest in this sector, which can be used as a benchmark for the sector that 

avoids the most taxes over a 5 year period. This is a research phenomenon, where the increase in average 

profits from the property and real estate sector does not affect the increase in the contribution to state 

income growth from the property and real estate sector. An increase in the average profit from the property 

and real estate sector which does not affect the increase in the contribution to state income growth from 

this sector could indicate the existence of tax avoidance practices by several issuers or companies in this 

sector.  

This analysis reviews the financial reports of property and real estate sector institutions listed on the IDX 

as objects of analysis. This is because institutions in the Property & Real Estate sector are the sectors that 

carry out the highest tax avoidance actions. The novelty of this analysis focuses on the role of institutional 

ownership in moderating the impact of leverage, profitability and liquidity on tax avoidance, because 

however financial performance conditions remain inseparable from management policy, and every 

management action is also determined by the supervision provided by institutional ownership. This 

condition is also reinforced by the practice of tax avoidance which is quite high in property companies, so 

that the role of institutional ownership in the property industry has quite high urgency. This is what makes 

this analysis interesting and important to research. 

 

2. Literature Review 

2.1.  Agency Theory 

Agency theory can be seen from the perspective of the government as the principal and the company as 

the agent. Companies often take efforts to maximize profits by minimizing costs, including tax burdens, 

while governments expect them to fulfill their tax obligations. This highlights the differences in interests 

between the two parties. The objective of financial decision making, which emphasizes that decisions are 

made as optimally as possible for the prosperity of the owner of the institution, only applies if the financial 

decision maker (agent) makes decisions with the intention of helping the owner of the company (Manik 

& Darmansyah, 2022). 

2.2. Legitimacy Theory 

The goal of corporate legitimacy theory is to ensure that a company's actions are consistent with the social 

values held by its stakeholders and the standards of the society in which it exists (Dowling, J &; Preffer, 

1975). The legitimacy hypothesis rests on the relationship between society and corporations; When the 

two are out of sync, companies face danger. Companies have a social responsibility to the government in 

the form of their tax obligations.  

2.3. Tax Avoidance 

Legally lowering one's tax burden (i.e., not going beyond what is required by law) is known as tax 

avoidance, which calls into question the efficacy of anti-avoidance strategies (Gunadi, 2020). The goal is 

not tax avoidance but rather how controls can minimize the amount of tax that will be sent to the 

government. 

2.4. Leverage  

The ratio of a company's total liabilities to its equity is a measure of its leverage, which is the extent to 

which a company uses its own funds or borrows money from other sources (debt financing) to increase its 
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profitability. Solvency ratios, also known as leverage ratios, are measures of a company's financial strength 

that take into account current and future debt (Kasmir, 2019). Scarborough & Cornwall (2016) say the 

Leverage ratio measures the financing provided by the company owner against that provided by its 

creditors, namely a measure of the depth of the company's debt. 

2.5. Profitability 

The tax burden of companies is proportional to their profitability, because more money means more 

opportunities to pay taxes (Yauris, 2019). Profitability ratios, which measure an institution's capacity to 

make profits over a certain period of time, can provide insight into its financial health. The capacity to 

generate profits in relation to sales, as shown by comparing profits with total assets or capital alone that 

creates profits, is what makes a company profitable (Rismala et al., 2022). The ratio that evaluates total 

management performance is profitability, which is defined by Manik & Darmansyah (2022) as a measure 

of the level of profit achieved in proportion to sales and investment. 

2.6. Liquidity 

A company is considered liquid if it has enough cash to pay short-term and long-term debts when they fall 

due (Anggraeni & Oktaviani, 2021). According to Risma et al. (2022) a company's liquidity ratio shows 

its capacity to cover its short-term debt as it matures using its current assets. The current ratio is a useful 

indicator of a company's liquidity, or its capacity to meet its short-term commitments using its current 

assets. 

2.7. Institutional Ownership 

The percentage of shares owned by internal institutional investors is a measure of institutional ownership, 

which does not include public shareholder institutions but rather the company's founding institutions 

(Handayani, 2017). A company's decision-making power is disproportionately influenced by ownership 

concentration, where ownership concentration is directly proportional to the number of shares in the 

division structure (Utami et al., 2020). Because shares represent power that can be used to support or 

oppose management, the presence of institutional ownership in an institution promotes more review to 

optimize management performance (Olivia & Dwimulyani, 2019). 

2.8. The Effect of Leverage on Tax Avoidance 

Corporations try to avoid paying taxes in part by taking on more debt. Increased interest costs due to large 

amounts of debt lower tax liabilities, which in turn lowers income; The subsequent decrease in profit 

reduces tax liabilities in the same accounting period (Febrilyantri, 2022). Debt can increase the value of 

the company, however if the use of large amounts of debt can cause the risk borne by the company to be 

greater, so that management acts carefully and does not take the risk of high debt to carry out tax avoidance 

actions (Arianandini & Ramantha, 2018). Yulianty et al. (2021) stated that leverage has a negative effect 

on tax avoidance in mining companies. Abdullah's (2020) research found that leverage has an effect on 

tax avoidance. Next, Eguavoen et al. (2022) and Faradilla & Bhilawa (2022) stated that company leverage 

was found to have a significant and positive effect on tax avoidance. Fatimah et al. (2021) based on test 

results show that leverage has an effect on tax avoidance, leverage can be an indicator of tax avoidance. 

H1: Leverage has a positive impact on tax avoidance 

2.9. The Effect of Profitability on Tax Avoidance 

The capacity to generate profits in relation to sales, as shown by comparing profits with total assets or 

capital alone that creates profits, is what makes a company profitable (Rismala et al., 2022). Profitability, 

namely the corporation's ability to generate income from its activities (Dwiyanti & Jati, 2019). Companies 

engage in tax avoidance when they minimize their income. For the purpose of reducing or avoiding tax 
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obligations. A company's incentives to engage in tax avoidance grow in direct proportion to its profit 

margins, and this practice has negative consequences for the country as a whole. Faradilla & Bhilawa 

(2022) and Yulianty et al. (2021) show that profitability has a significant positive effect on tax avoidance. 

Where a company earns high income, its tax responsibility becomes greater (Widyasari, 2019). 

Profitability is a determinant of the tax burden, because companies with higher profits can pay more taxes. 

In contrast, companies with lower profit levels pay lower taxes or even pay taxes if they suffer losses. 

With a tax compensation system, losses can reduce the amount of tax that must be paid in the following 

year (Yauris, 2019). 

H2: Profitability has a positive impact on tax avoidance 

2.10. The Effect of Liquidity on Tax Avoidance 

A company is considered liquid if it has enough cash to pay short and long term debts when they fall due 

(Anggraeni & Oktaviani, 2021). In addition, the liquidity ratio shows the corporation's capacity to cover 

its short-term debt with its current assets, as stated (Rismala et al., 2022). Liquidity allows one to assess 

the effects of a company's unfulfilled short-term commitments. In conditions like this, management tries 

to increase profitability in the business by cutting costs and/or avoiding taxes. Puspitasari & Wulandari 

(2022) healthy liquidity shows that the company is in a healthy condition and has successfully managed 

credit and other expenses including tax burdens, so that with a good level of health, the level of tax 

avoidance is low. Novianto & Yusuf (2021) to determine the effect of liquidity using multiple linear 

regression analysis. The results show that the liquidity variable influences tax avoidance. Stephen et al. 

(2022) found that liquidity has a significant positive effect on tax avoidance. The liquidity ratio in the 

form of the Current Ratio measures the company's liquidity level or the company's ability to meet short-

term obligations with available current assets. A low Current Ratio indicates risk, while a high Current 

Ratio indicates excess current assets, which have an unfavorable influence on company performance 

(Erayanti, 2019). 

H3: Liquidity has a negative effect on tax avoidance 

2.11. The Effect of Leverage on Tax Avoidance Moderated by Institutional  Ownership 

Institutional shareholders with a high percentage of institutional ownership are more motivated and able 

to intervene in tax avoidance behavior and gain more profits compared to minority investors. This shows 

that good governance has an inverse relationship with tax avoidance efforts. Aprianto & Dwimulyani 

(2019) show that institutional ownership can weaken the relationship between leverage and tax avoidance. 

Jiang et al. (2021) added that in terms of tax avoidance, institutional shareholders with a high percentage 

of institutional ownership are more motivated and able to intervene in tax avoidance behavior and gain 

more profits compared to minority shareholders. This shows that good corporate governance has an 

inverse relationship with tax avoidance efforts. 

H4: Institutional ownership can moderate the impact of leverage on taxes avoidance 

2.12. The Effect of Profitability on Tax Avoidance Which is Moderated by Institutional Ownership 

Management must not be involved in tax avoidance activities because institutional ownership has a crucial 

position in supervising, correcting and having an impact on managers. There is more scrutiny of managers 

when there is a greater level of institutional ownership (Rachmawati & Fitriana, 2021). Olivia & 

Dwimulyani (2019) show that institutional ownership can weaken the positive impact of profitability on 

tax avoidance. Gunaasih (2021) shows that profitability has a positive influence on tax avoidance. 

Widyastuti et al. (2022) shows that profitability has a positive effect on tax avoidance. The board of 

commissioners and audit committee as the audit committee as proxies for corporate governance and the 
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capital intensity variable show a positive influence on tax avoidance. Oktamawati (2017) Implementing 

good corporate governance within a company is a mechanism for implementing a good system. By 

implementing good corporate governance, it is hoped that companies can avoid actions that violate the 

rules, including in matters of taxation. Rachmawati & Fitriana (2021) stated that tax avoidance efforts 

should not be carried out by company management because institutional ownership has an important role 

in monitoring, disciplining and influencing managers. The higher the level of institutional ownership, the 

greater the level of supervision of managers. 

H5: Institutional ownership can moderate the impact of profitability on tax avoidance 

2.13. The Effect of Liquidity on Tax Avoidance Moderated by Institutional Ownership 

Aggressive action on corporate taxes can be triggered when liquidity causes companies to not comply with 

tax requirements. Raflis & Ananda (2020) prove that corporate governance can moderate the relationship 

between liquidity and tax aggressiveness. Velte (2023) finds that institutional ownership has a negative 

effect on tax avoidance. This shows that it is in accordance with agency theory, which states that good 

corporate governance can reduce agency conflicts that occur between shareholders and management. 

Having institutional ownership responsible for overseeing financial reports can reduce tax avoidance 

activities. Abdullah (2020) stated that liquidity influences tax avoidance. In accordance with agency 

theory, which states that good corporate governance can reduce agency conflicts that occur between 

shareholders and management. Having institutional ownership responsible for overseeing financial reports 

can reduce tax avoidance activities. 

H6: Institutional ownership can moderate the impact of liquidity on tax Avoidance 

 

3. Research Methods 

The objects of this analysis are leverage, profitability, liquidity, tax avoidance and institutional ownership. 

This analysis uses secondary data, namely data on the BEI (www.idx.co.id), in this case the annual report. 

The population in this analysis is property and real estate institutions that have been listed on the IDX in 

2019-2022. Sampling design with purposive sampling based on judgment sampling (Sekaran & Bougie, 

2013). According to the specified sample selection criteria, the sample institutions that met the criteria 

were 20 companies with a period of 4 years (31 December 2019 – 31 December 2022). The method used 

is Multivariate Analysis of Variance. In this analysis, panel data (pooled data) is used, namely data with 

cross sections and time series characteristics simultaneously. 

 

4. Results and Discussion 

Descriptive Analysis 

Descriptive statistical analysis was carried out to find out the minimum, maximum, mean and standard 

deviation values of the research data using the EVIEWS program. 

    Table 4.1 Descriptive Statistics 
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The following is an explanation of the research variables based on the results of descriptive statistics: 

A. Leverage ranges between a minimum value of 0.08 and a maximum value of 0.79, the mean is 0.3728, 

this result shows that on average the debt level of property companies is still in a reasonable condition 

because the debt value does not reach 50% of the equity owned. 

B. Profitability ranges between a minimum value of 0.02 and a maximum value of 0.20, the mean is 

0.042, this result shows that on average the ability of institutions in the property industry to manage 

assets is not optimal because the average return on assets is only 4 .2% per year. 

C. Liquidity ranges between a minimum value of 0.002 and a maximum value of 11.73, the mean is 

2.8047. On average, property institutions have quite good liquidity capabilities because on average the 

company's current assets are 2.8 times greater than current liabilities. 

D. Institutional ownership ranges between a minimum value of 0.12 and a maximum value of 0.97, a 

mean of 0.6167, which means that on average institutional ownership in property institutions is quite 

high because institutions own more than 50% of the shares. 

E. Tax avoidance ranges between a minimum value of 0.00 and a maximum value of 0.95, the mean is 

0.0749, this shows that the average level of tax avoidance in property institutions is quite high because 

the ETR value is only 7.4%. 

Classic Assumption Test 

The requirement before testing a hypothesis is a classic assumption test (before running multiple linear 

regression analysis). The classical assumption test consists of the normality test, multicollinearity test, 

heteroscedasticity test and autocorrelation test. 

Normality Test 

Finding out whether research variables, including confounding or residual factors, follow a normal 

distribution is the goal of a normal test. 

Table 4.2 Normality Test 

 
We know the probability value is 0.146 > 0.05 because the normality test came back positive. Thus, the 

research regression model data was determined to have a normal distribution, satisfying the assumption 

of normality. 

Multicollinearity Test 

The multicollinearity test is used to determine whether in the regression model there is a relationship 

between the independent variables. 

Table 4.3 Multicollinearity Test 
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According to the table, all variables have a VIF value < 10, so it can be stated that there is no 

multicollinearity in all variables in this analysis. 

Panel Data Regression Analysis 

Panel Data Regression Model 

In panel data analysis, 3 models are used, namely common effect, fixed effect and random effect. After 

testing the suitability of the model, a random effect was obtained as the selected model. 

Table 4.4 Random Effect Model 

  

 
Selection of Panel Data Regression Models 

The selection of the panel data regression model was carried out using 3 tests, namely the Chow test, 

Hausman test and Lagrange multiplier test. The results of the three tests are summarized in the following 

table:  

Table 4.5 Selection of Panel Data Regression Model 

 Chi-Square Probability Conclusion 

Chow Test 0,0012 Fixed Effect Model 

Hausman Test 0,4700 Random Effect Model 

Lagrange Multiplier (LM) Test 0,0053 Random Effect Model 

 

Hypothesis testing 

According to the results of selecting the panel data regression model, the model for hypothesis testing that 

will be used is the Random Effect Model.  
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Coefficient of Determination 

The Adjusted R Square value is 0.523, meaning that all independent variables consisting of leverage, 

probability and liquidity are able to express the dependent variable, namely tax avoidance worth 52.3%. 

The remaining 47.7% was influenced by other variables not stated in the analysis. 

F Statistical Test 

Because the F value is 9.556 with a probability of 0.000 < 0.05, it can be stated that all independent 

variables, namely leverage, profitability and liquidity, simultaneously influence tax avoidance so that the 

model is declared feasible or the independent variable can represent the dependent variable.. 

Statistical Test t 

Partial hypothesis testing or t-test is carried out to find out the impact of the independent variable on the 

dependent variable. According to the test results, a hypothesis can be stated: 

1. The LEV variable t-statistic value is 0.6526 with a probability value of 0.5164. A probability value 

above α = 0.05 states that leverage has no impact on tax avoidance until H1 is rejected. 

2. The ROA variable t-statistic value is -1.6489 with a probability value of 0.1043. Probability values 

above α = 0.05 indicate that profitability has no impact on tax avoidance until H2 is rejected. 

3. The CR variable t-statistic value is 3.5578 with a probability value of 0.0007. Probability values below 

α = 0.05 indicate that liquidity has an impact on tax avoidance until H3 is accepted. 

4. The LEV_INST variable t-statistic value is -0.4971 with a probability value of 0.6209. A probability 

value above α = 0.05 states that institutional ownership is unable to moderate the impact of leverage 

on tax avoidance until H4 is rejected. 

5. The ROA_INST variable t-statistic value is 1.5709 with a probability value of 0.1214. A probability 

value above α = 0.05 states that institutional ownership is unable to moderate the impact of profitability 

on tax avoidance until H5 is rejected. 

6. The CR_INST variable t-statistic value is -3.0682 with a probability value of 0.0032. A probability 

value below α = 0.05 states that institutional ownership can moderate the impact of liquidity on tax 

avoidance so that H6 is accepted. 

Moderation Type Results 

Based on the results of the eviews output in the table, the results for the moderation type are obtained as 

follows: 

Table 4.6 Results of Moderation Types 

No Interaction Moderation 
Types of 

Moderation 

1 LEV Regression Coefficients 

INST Regression Coefficients 

LEV_INST Moderated 

Regression Coefficient 

No Sig 

No Sig 

No Sig 

Potential 

Moderation 

2 ROA Regression Coefficient 

INST Regression Coefficients 

ROA_INST Moderated 

Regression Coefficient 

No Sig 

No Sig 

No Sig 

Potential 

Moderation 

3 CR Regression Coefficient 

INST Regression Coefficients 

Sig 

No Sig 

Sig 

Almost 

Moderation 
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CR_INST Moderated Regression 

Coefficient 

A variable is considered to have moderation potential if it shows signs of being able to moderate the 

relationship between the dependent and independent variables. This variable is unrelated to the dependent 

variable and does not interact with the independent variable in a meaningful way. Variables that interact 

with an independent variable while also being an independent variable are called pseudo-moderating 

variables, and moderate the relationship between the dependent and independent variables. 

 

5. Discussion 

The Effect of Leverage on Tax Avoidance 

The results of the research state that leverage has no impact on tax avoidance. Companies may not always 

use debt as a means to avoid taxes when making financing choices. Companies involved in property and 

real estate do not take out loans to avoid paying taxes, even if having a lot of debt can lead to a lot of 

interest payments. Situations where interest expenses actually help a company save money on taxes. 

Instead of putting the value of interest costs that may or may not be a larger tax savings value to use, 

businesses exploit tax loopholes to avoid paying taxes. Also, other goals, such as expanding a company's 

operations, are more often funded by debt in this industry. This result is in accordance with the analysis 

Manuel et al. (2022) which shows that leverage has no impact on tax avoidance. Furthermore, it was also 

found in research by Santoso & Utami (2023) that leverage did not show a high impact on tax avoidance. 

Although the impact of leverage on tax avoidance is low. Company owners must remain careful in using 

debt. 

The Effect of Profitability on Tax Avoidance 

These results show that profitability does not affect tax avoidance. This condition can occur because on 

average property companies' ability to generate profits is not optimal, because they only have an industry 

average ROA value of 4.2% per year. These results also explain that high profitability can make companies 

more aware of tax efficiency, but it still depends on the tax strategy adopted by the company. Companies 

that have high profits may choose to maximize legitimate tax benefits by taking advantage of tax 

deductions permitted by law, rather than adopting aggressive tax avoidance practices. These results are 

similar to research by Stephen et al. (2022) that shows profitability results have no impact on tax 

avoidance. This result is also relevant to the analysis of Mailia & Apollo (2020) that companies that 

successfully control their income are more likely to meet their tax requirements. Regarding legitimacy 

theory, the existence of tax avoidance implemented by institutions has consequences for companies facing 

social norms in the social environment (in this case receiving administrative sanctions for carrying out tax 

avoidance). An increase in the tax burden which reduces profits can reduce the evaluation of management's 

performance in managing a company (Tarmidi, 2019). 

The Effect of Liquidity on Tax Avoidance 

This result explains that the higher the liquidity, the higher the ETR, which means there is less tax 

avoidance (high liquidity, companies tend not to avoid tax). Since liquidity refers to a business's capacity 

to meet its short-term commitments, it is a factor that can influence tax avoidance strategies. If a company 

has a lot of cash, it means it can easily pay its short-term bills; If not, it means having difficulty doing so. 

Businesses may try to avoid paying taxes in an effort to save money and keep their cash flow stable, which 

can lead to tax avoidance strategies (Cahyani, 2010). This result is in line with the analysis of Novianto & 

Yusuf (2021) which shows that liquidity results have a negative impact on tax avoidance. Someone (Agent 
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or management) tends to do bad things in order to achieve desired goals, generally by manipulation 

(Mamentu & Utami, 2021). 

The Effect of Leverage on Tax Avoidance is Moderated by Institutional Ownership 

According to these findings, institutional ownership cannot make leverage have a greater impact on tax 

evasion. The more loans a business takes out, the more money it has to borrow from outside sources, 

which means more interest payments and less profit for the business. Since institutional owners want the 

highest possible dividend returns on their investments, this situation inevitably leads to tension between 

the two groups (Aprianto & Dwimulyani, 2019). The results of this study show that although the level of 

institutional ownership is relatively high, the low level of debt means that tax avoidance strategies are not 

greatly affected by them. This analysis is relevant to the analysis carried out by Aprianto & Dwimulyani 

(2019) which shows that institutional ownership is unable to moderate the impact of leverage on Tax 

Avoidance. Regarding legitimacy theory, the existence of institutional ownership does not have an impact 

on a company's decision to implement tax avoidance, even though the existing debt level is quite low. In 

this case the company continues to carry out its obligations in accordance with applicable norms 

(obligation to pay taxes). 

The Effect of Profitability on Tax Avoidance is Moderated by Institutional Ownership 

These findings suggest that greater institutional share ownership prevents institutional ownership from 

amplifying the impact of profitability on tax evasion. then it further strengthens the positive influence of 

profitability on ETR, which means lower tax avoidance. Thus, share ownership by institutions can carry 

out an effective review of management actions in the field of taxation, which causes management to 

continue paying taxes in accordance with existing regulations even though the tax debt incurred is quite 

large when the company has large profits. This finding states that institutional ownership cannot increase 

the impact of profitability on tax evasion. This is due to the fact that greater institutional share ownership 

strengthens the positive relationship between profitability and ETR. which means lower tax avoidance. 

Related to legitimacy theory, institutional ownership plays a big role in how a company is responsible for 

its social environment. The decisions taken by institutional ownership in reporting profits earned influence 

how tax avoidance actions are carried out. 

The Effect of Liquidity on Tax Avoidance is Moderated by Institutional Ownership 

The findings show that the negative impact of liquidity on tax avoidance can be magnified by institutional 

ownership, as a consequence of increased share ownership by institutions. This will further strengthen the 

positive influence of liquidity on ETR, which means lower tax avoidance. Thus, share ownership by 

institutions can carry out an effective review of management actions in the field of taxation, which causes 

management to use the cash it has to pay taxes in accordance with existing regulations. The results carried 

out by Novianto & Yusuf (2019) show that liquidity has an effect on tax avoidance and the results carried 

out by Eskandar & Ebrahimi (2020) show that institutional ownership has a positive impact on tax 

avoidance. Regarding legitimacy theory, the existence of institutional ownership can provide an overview 

of the decisions taken by a company. When a company makes the wrong decision it poses a threat to the 

company itself. A company not carrying out its obligations towards existing values (responsibility for 

paying taxes) will result in threats in its social environment (for example: sanctions), and the company's 

reputation will decline in its social environment. 

 

6. Conclusions and Suggestions 

According to the test results, data analysis and discussion presented in the previous section, this analysis  
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produced several results, namely: 

1) Leverage does not have a positive impact on tax avoidance. In funding decisions using debt it cannot 

necessarily be used as a tool in a company's tax avoidance. 

2) Profitability does not have a positive impact on tax avoidance. Institutions with high profits may prefer 

to maximize legitimate tax benefits rather than engage in tax avoidance practices. 

3) Liquidity has a positive effect on tax avoidance. The higher the ETR means the lower the tax avoidance 

(higher liquidity means companies tend not to implement tax avoidance). 

4) Institutional ownership cannot moderate the impact of leverage on tax avoidance. The fact that a 

company is owned by an institution does not affect its choice to engage in tax evasion; It continues to 

fulfill its duties in accordance with relevant standards. 

5) Institutional ownership cannot moderate the positive impact of profitability on tax avoidance. The 

decisions taken by institutional ownership in reporting profits earned influence how tax avoidance is 

carried out. 

6) Institutional ownership can moderate the positive impact of liquidity on tax avoidance. The greater the 

institutional ownership, the stronger the positive impact of liquidity on ETR, which means the lower 

the tax avoidance. 

According to the results of the tests that have been carried out, the suggestions given are: 

Future researchers can add other variables that might have an impact on tax avoidance, such as institutional 

size, fiscal loss compensation, audit quality, social responsibility and other variables that can influence 

tax avoidance. Can change or add Company types to get better results. The government pays more 

attention to regulations that may have multiple interpretations, which creates loopholes for taxpayers in 

carrying out tax avoidance. Companies should pay more attention to better tax planning so that they can 

be held accountable for their obligations properly and in accordance with existing regulations.   
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