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...ABSTRACT 
Tax aggressiveness involves both legal and illegal actions taken 
by companies to minimize their tax liabilities. Key characteristics 
such as liquidity, leverage, and profitability are believed to 
influence the extent of tax aggressiveness. This study 
investigates the impact of profitability, liquidity, and leverage on 
tax aggressiveness in property and real estate companies listed 
on the Indonesia Stock Exchange during the 2020–2022 period. 
The analysis and interpretation of the study’s findings are 
grounded in agency theory. Using purposive sampling, 179 
observations were selected. The Net Profit Margin (NPM) Index 
is employed as a proxy for tax aggressiveness, and the data were 
analyzed using multiple linear regression via the EVIEWS 13 
software. The findings indicate that profitability significantly 
affects tax aggressiveness, while liquidity and leverage do not. 
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INTRODUCTION  
Government revenue is a vital component that sustains economic growth, 
supports the economy, and finances both domestic and international government 
operations. According to the Ministry of Finance, Indonesia's revenue for 2023 is 
projected to reach IDR 2,774 trillion. This total comprises IDR 609.5 trillion from 
non-tax state revenue (PNBP) and IDR 2,155.4 trillion from tax revenue. Given the 
significant contribution of taxes to state revenue, the government is making 
concerted efforts to enhance tax-related revenue. A country’s tax revenue 
performance is often measured by its tax ratio, which reflects the relationship 
between tax revenue and GDP (gross domestic product) per capita, and also 
indicates the breadth of Indonesia's tax base (Prasetyo, 2016). 
Table 1 Indonesia's Tax Ratio in 2020-2023. 

              Year Tax Ratio (%) 

              2020 
              2021 
              2022 
              2023 

                    8,32 
                    9,11 
                   10,38 
                   10,21 

 Source: www.bps.go.id, 2024 

Table 1 highlights that Indonesia's tax percentage remains relatively low 
and below the ideal standard. According to the International Monetary Fund 
(IMF), Indonesia should have a tax ratio of 15% of GDP to align with other 
developing countries worldwide. Low tax rates can result in reduced government 
revenue, which may compel the government to rely more heavily on foreign debt 
as an alternative source of funding. This reliance on debt can jeopardize long-term 
fiscal stability and increase the country's debt burden. Several factors contribute to 
Indonesia's low tax ratio, as reported by the Bureau of Public Statistics (BPS) and 
the Organization for Economic Co-operation and Development (OECD). One 
significant factor is tax aggressiveness by taxpayers. According to a survey by the 
Tax Justice Network, tax aggressiveness, particularly in the form of tax avoidance, 
is estimated to cost Indonesia IDR 68.7 trillion annually. Consequently, Indonesia 
ranks fourth in Asia for tax avoidance cases (Khomarul, 2020). 

Following the Panama Papers scandal in 2021, another instance of tax 
aggressiveness was revealed in the Pandora Papers. This leak exposed 12 million 
case records involving hidden assets, money laundering, and tax evasion by some 
of the world's wealthiest and most influential individuals. Among the Indonesian 
businessmen named in the Pandora Papers is Harun Haraji, President and Director 
of Ciputra, a prominent property and real estate company listed on the IDX (Putri 
Budiarti Utami, 2021). 

In 2023, the Director of the Directorate General of Taxes reported that 6.08 
million taxpayers had not submitted their annual tax returns to the Ministry of 
Finance. This non-compliance is partly due to a misalignment of interests between 
taxpayers and the government (Rahmawati & Jaeni, 2022). For companies, taxes 
represent a cost that reduces profits, while for the government, taxes are a crucial 
source of revenue. The conflict between corporate fiscal interests and government 
revenue needs often leads to tax aggressiveness (Ayem et al., 2023; Septiawan et 
al., 2021; Amalia, 2021; Hidayat & Muliasari, 2020; Rohmansyah & Fitriana, 2020). 
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Agency theory offers a framework for understanding tax aggressiveness 
by highlighting the conflict of interest that can arise between a firm's principals 
(owners or shareholders) and its management. Principals often view tax 
aggressiveness as a form of financial statement manipulation and may be reluctant 
to endorse it, while management may pursue it to reduce the company’s tax 
burden. This misalignment of interests can lead to conflicts exacerbated by 
information asymmetry if not properly managed. Agency theory suggests that 
company characteristics may influence the extent to which firms engage in 
aggressive tax practices. According to Dwiyanti & Jati (2019), firm characteristics—
such as liquidity, leverage, and profitability—can significantly impact tax 
aggressiveness (Danardhito et al., 2023; Sari et al., 2023). 

Liquidity, which reflects a company’s ability to meet short-term 
obligations, is one factor that can influence tax aggressiveness (Raflis & Ananda, 
2020). A company's liquidity indicates its cash and asset position for the future 
(Wadiyo, 2023). Research by Herlinda & Rahmawati (2021) suggests that higher 
liquidity levels can reduce corporate tax aggressiveness. However, the findings are 
mixed: while Indradi (2018) argues that high liquidity may encourage tax 
aggressiveness, Athifah & Mahpudin (2021) found that liquidity has an 
insignificant effect on tax aggressiveness. 

Leverage, another critical factor, describes the extent to which debt is used 
to finance a company’s assets and its ability to service that debt (Junensie et al., 
2020). Hidayat & Muliasari's (2020) research indicates that leverage negatively 
impacts tax aggressiveness, contrasting with Hidayat & Fitria (2018), who found 
that higher leverage leads to increased tax aggressiveness. Other studies, such as 
those by Sidik & Suhono (2020) and Prasetyo & Wulandari (2021), suggest that 
leverage has no significant effect on tax aggressiveness. 

Profitability, defined as a company’s ability to generate profits over a 
certain period (Stawati, 2020; Udayani & Wirajaya, 2019), also plays a role in tax 
aggressiveness. Greater profitability often leads to higher taxes, which may 
motivate firms to adopt aggressive tax strategies (Adnyani & Astika, 2019). 
Conversely, companies with lower profits may not engage in tax planning because 
their tax burden is minimal or nonexistent (Asturbewa & Oktavia, 2023). Research 
by Mustofa et al. (2021) found that profitability, as measured by ROA, positively 
influences tax aggressiveness, while Sidik & Suhono (2020) and Dinar et al. (2020) 
found that profitability negatively impacts tax aggressiveness. 

Despite significant research on tax aggressiveness, particularly in the form 
of tax avoidance, the findings remain contradictory, necessitating further 
investigation. The property and real estate sector was selected for this study 
because, over the past five years, companies in this industry have engaged in 
significant tax avoidance (Awaliah et al., 2022). 

Agency theory suggests that firms with lower liquidity are more likely to 
engage in aggressive tax practices than those with higher liquidity (Matanari, 
2022). Liquidity demonstrates a company’s ability to manage strong and stable 
funding, either for operational needs or investment planning (Ratnasari & Triyani, 
2022). According to Wahyuningtiyas (2020), companies with better liquidity ratios 
experience smoother cash flow, making it easier to meet short-term obligations 
such as tax payments. This implies that companies with good liquidity are more 
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likely to comply with tax obligations and less likely to engage in tax 
aggressiveness. Research by Djohar (2019) and Allo et al. (2021) supports this view, 
indicating that liquidity positively affects tax aggressiveness. However, other 
studies offer different perspectives: Athifah & Mahpudin (2021) found that 
liquidity has an insignificant effect, while Herlinda & Rahmawati (2021) concluded 
that liquidity negatively impacts tax aggressiveness. 
H1: Liquidity affects tax aggressiveness. 

In line with agency theory, conflicts of interest arise between principals and 
agents because each party is driven primarily by their own self-interest 
(Eisenhardt, 1989). This conflict, stemming from differing interests, leads to 
information asymmetry in financial statements between principals and agents 
(Budiani, 2019). Such conflicts can be exacerbated by the financial structures within 
a company (Junensie et al., 2020). According to agency theory, companies with 
higher leverage ratios are more likely to engage in aggressive tax strategies due to 
their obligation to regularly repay loans and interest (Syntia & Yuliansyah, 2020). 
Previous research supports this view, finding that leverage positively impacts tax 
aggressiveness in companies (Putri et al., 2019; Pangesti & Wijayanti, 2020; 
Hidayat & Fitria, 2018; Rahmadi & Sarra, 2020). This suggests that companies with 
high leverage ratios tend to be aggressive in reducing their tax burden to maintain 
profitability, given their commitments to creditors and other stakeholders. 
However, studies by Fitri & Munandar (2018) and Herlinda & Rahmawati (2021) 
have found a negative correlation between tax aggressiveness and leverage. 
Additionally, research by Arianandini & Ramantha (2018), Suciarti & Suryani 
(2020), and Goh et al. (2019) suggests that leverage has an insignificant effect on 
tax aggressiveness. 
H2: Leverage affects tax aggressiveness. 

The relationship between tax aggressiveness and profitability can also be 
explained by agency theory. This theory posits that a separation of duties between 
managers (agents) and owners (principals) leads to each party prioritizing their 

own interests (Agustini & Siregar, 2020). Profitability reflects a company's 
earnings, with high profitability indicating substantial profits (Widyastuti et al., 
2022). However, managers (agents) may seek to enhance their performance-based 
compensation by reducing the tax burden, thereby preventing significant profit 
declines due to taxes. This behavior can result in increased tax aggressiveness by 
managers. Studies by Wuriti & Noviari (2023), Tanjaya & Nazir (2021), Sudibyo 
(2022), and Maulana (2020) have found that profitability positively affects tax 
aggressiveness. Conversely, research by Sumiati & Ainniyya (2021) indicates that 
profitability has no significant effect on tax aggressiveness. 
H3: Profitability affects tax aggressiveness. 
 
RESEARCH METHODS 
This study employs an associative quantitative analysis method to examine the 

influence of liquidity, leverage, and profitability on tax aggressiveness. The 

research focuses on property and real estate companies over the period 2020-2022. 

Purposive sampling was used to select the research samples. The data, both 

quantitative and qualitative, were obtained from the companies' financial 
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statements, accessible through the official IDX website. The proxies used for each 

variable are presented in Table 2. 

Table 2 Operational Definition of Variables 

Variables Proxy (Measurement) 

Tax aggressiveness NPM Index = 
Company NPM

Industry NPM
  

Liquidity CR = 
Current Assets

Current Liabilities
 

Leverage DER = 
Total Debt

Total Equity
  

Profitability ROA = 
Net Income After Tax

Total assets
  

Source: Research data, 2024 
The Eviews version 13 program was used to analyze the panel data in this 

study. The data analysis process begins with descriptive statistical analysis, 
followed by panel data regression model estimation, model selection, multiple 
linear regression testing, classical assumption testing, and hypothesis testing. 
Multiple linear regression analysis is conducted to assess the extent to which the 
independent variables influence the dependent variable. The model for this 
analysis is as follows: 
𝑌 =  𝛼 + 𝛽1𝑋1 + 𝛽2𝑋2 + 𝛽3𝑋3 + 𝜀 … … … … … … … … … … … … … … … . … … … … … … . (1) 
Where:  
Y : Tax Aggressiveness 
𝛼 : Constant coefficient 
𝛽 : Regression coefficient 
𝜀 : Standard Error 
𝑋1 : Liquidity 
𝑋2 : Leverage 
𝑋3 : Profitability 
 
RESULTS AND DISCUSSION 
The research population comprises all property and real estate companies listed 
on the IDX from 2020 to 2022. The sampling method employed is a non-probability 
sampling technique. A total of 179 observations were identified and analyzed to 
describe and formulate the research findings. Table 3 presents the data and 
research results using descriptive statistics. 
Table 3 Descriptive Statistics Results 

 NPM CR DER ROA 

 Mean -0.500  2.582  0.784 -0.033 
 Maximum  10.456  9.757  4.114  0.428 
 Minimum -25.694  0.042  0.019 -5.050 
 Std. Dev.  6.597  1.981  0.740  0.541 
 Observations  179  179  179  179 

Source: Research data, 2024 
The average value of tax aggressiveness, proxied by the NPM Index, is -

0.500, indicating that the average level of tax aggressiveness among the sample 
companies is -0.500. PT Puradelta Lestari Tbk (DMAS) recorded the highest NPM 
Index value of 10.456 in 2022, while PT Bukit Darmo Properti Tbk (BKDP) had the 
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lowest NPM Index value of -25.694 in 2021. The standard deviation of tax 
aggressiveness is 6.597, indicating a deviation of 6.597 from the average value. 

The average liquidity of the sample companies, measured by the Current 
Ratio, is 2.582. In 2021, PT Natura City Developments Tbk (CITY) achieved the 
highest Current Ratio value of 9.757, while PT Bumi Citra Permai Tbk (BCIP) 
recorded the lowest at 0.042. The standard deviation of liquidity is 1.975, reflecting 
a deviation of 1.975 from the average value. 

Leverage, proxied by the Debt-to-Equity Ratio (DER), has an average value 
of 0.784. PT Pollux Properti Indonesia Tbk (POLL) reported the highest DER value 
of 4.114 in 2021, while PT Sitara Propertindo Tbk (TARA) recorded the lowest 
value of 0.019 in 2022. The standard deviation of leverage is 0.740, indicating a 
deviation of 0.740 from the average value. 

The average profitability of the sample companies, measured by Return on 
Assets (ROA), is -0.033. In 2021, PT Winner Nusantara Jaya Tbk (WINR) had the 
highest ROA value of 0.428, while PT DMS Propertindo Tbk (KOTA) recorded the 
lowest value of -0.016 in 2022. The standard deviation of profitability is 0.541, 
indicating a deviation of 0.541 from the average value. 

The Hausman Test, Chow Test, and Lagrange Multiplier Test were 
conducted to determine the most suitable regression model, with the Fixed Effects 
Model (FEM) being selected. The classical assumption tests, including 
heteroscedasticity and multicollinearity tests, were performed to assess the 
feasibility of the panel data linear regression model. Since FEM is the chosen 
model, the Ordinary Least Squares (OLS) method was employed. The 
heteroscedasticity test yielded a prob value of 3.616 (prob. > 0.05), indicating no 
heteroscedasticity issues. The multicollinearity test produced VIF values of 1.100, 
1.094, and 1.013 for variables X1, X2, and X3, respectively, confirming the absence 
of multicollinearity in the regression model. 

After passing the classical assumption tests, the model is considered 
optimal for assessing the research hypotheses. Multiple linear regression analysis 
was then conducted to estimate the impact of liquidity, leverage, and profitability 
on tax aggressiveness among property and real estate companies listed on the IDX 
for the 2020-2022 period. The results of the multiple regression tests are presented 
in Table 4. 
Table 4 Multiple Linear Regression Test Results 

Variable Coefficient Std. Error t-Statistic Prob. 

Y 0.498 1.441 0.345 0.730 
X1 0.343 0.347 0.987 0.325 
X2 -1.258 1.265 -0.994 0.322 
X3 26.802 5.339 5.019 0.000 
Adjusted R-squared 0.776    
Prob(F-statistic) 0.000    

Source: Research data, 2024 

The model feasibility test, as indicated by the F probability value, 
determines whether the estimated regression model is suitable for the research. 
Table 5 shows that the regression model effectively explains the impact of 
liquidity, leverage, and profitability on tax aggressiveness, with a probability 
value (F-statistic) of 0.000 (prob. F < 0.05). 
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This study employs multiple linear regression analysis, with Adjusted R² 
serving as the coefficient of determination. Table 4 shows an Adjusted R² value of 
77.6%, indicating that 77.6% of the variation in tax aggressiveness is explained by 
the independent variables in this analysis, while the remaining 22.4% is explained 
by variables not included in this model. 

The significance of each regression coefficient is tested using the t-test to 
determine whether the independent variables have a significant partial effect on 
the dependent variable. For the liquidity variable, the Current Ratio (CR) 
coefficient is 0.343, with a probability level of 0.325, which is higher than the 
significance threshold of 0.05. This indicates that, for property and real estate 
companies listed on the IDX between 2020 and 2022, liquidity does not 
significantly affect tax aggressiveness, leading to the rejection of the first 
hypothesis (H1). 

A company's high liquidity level reflects its ability to manage finances 
effectively. Management would not want to compromise this sound management 
by engaging in tax aggressiveness. Companies with high liquidity are more likely 
to handle their taxes cautiously, complying with tax obligations without engaging 
in aggressive tax strategies (Maulida et al., 2023). Conversely, a low liquidity ratio 
can reduce capital loans provided by creditors, as confidence in the company's 
ability to repay loans diminishes (Putri Debi Eka, 2021). Companies will therefore 
maintain their liquidity levels to avoid tax aggressiveness and to retain the trust of 
creditors and investors, ensuring they can meet short-term obligations. These 
findings are consistent with research by Kurniawati (2019), Hidayati et al. (2021), 
Erlina (2021), Karlina (2021), Alfin (2022), and Resvilia et al. (2023). 

The analysis of the leverage variable resulted in a negative Debt to Equity 
Ratio (DER) coefficient of 1.258, with a probability level of 0.322, which is higher 
than the significance threshold of 0.05. This suggests that leverage does not 
significantly affect tax aggressiveness for property and real estate companies listed 
on the IDX during the 2020-2022 period, leading to the rejection of the second 
hypothesis (H2). 

A company's ability to minimize taxes can be influenced by its level of debt 
(Hasanah & Faisol, 2023). However, companies with substantial debt may manage 
their finances more cautiously to avoid excessive interest costs and potential losses, 
which could adversely affect investor perceptions (Wuriti & Noviari, 2023). 
Companies with high debt levels are also under close scrutiny by lenders, making 
them more likely to comply with tax obligations and regulations. Additionally, the 
maximum debt-to-equity ratio of 4:1, as stipulated in Directorate General of Taxes 
Regulation Number PER 25/PJ/2017 Article 2 Paragraph 3, limits the use of debt 
for tax aggressiveness, as interest costs on debt exceeding this ratio are not fully 
deductible in calculating taxable income. These findings align with the research of 
Nugraheni & Mustikawati (2021), Maulana (2020), Suciarti & Suryani (2020), 
Saphira & Anggraeni (2022), and Goh et al. (2019), which also found no significant 
relationship between leverage and tax aggressiveness. 

The analysis of the profitability variable resulted in a Return on Assets 
(ROA) coefficient of 26.802, with a probability level of 0.000, which is below the 
significance threshold of 0.05. This indicates that profitability significantly affects 
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the tax aggressiveness of property and real estate companies listed on the IDX 
during the 2020-2022 period, leading to the acceptance of the third hypothesis (H3). 

Agency theory posits that individuals are primarily motivated by self-
interest, which can lead to conflicts between principals (owners) and agents 
(managers). In line with agency theory, when a business generates high profits, the 
tax burden increases, reducing net profits and potentially affecting the 
compensation received by agents. As a result, agents may engage in tax 
aggressiveness, such as tax avoidance, by exploiting loopholes in tax laws to 
minimize taxes and preserve their compensation. The findings of this study are 
consistent with those of Nestiti & Isynuwardhana (2020), Tanjaya & Nazir (2021), 
Sudibyo (2022), Wuriti & Noviari (2023), and Krisna & Supadmi (2023). 
 
CONCLUSIONS  
Theoretically and empirically, this study supports Agency Theory, which 
underpins the research, and concludes that profitability, as measured by Return 
on Assets (ROA), positively affects tax aggressiveness. This indicates that the 
higher a company's profitability, the greater its level of tax aggressiveness. 
Conversely, liquidity and leverage were found to have an insignificant effect on 
tax aggressiveness. 

Based on these findings, the study suggests that the government should 
require companies to prepare and report more comprehensive disclosures on tax 
strategies and transactions that reduce their tax liabilities. It is also recommended 
that investors exercise caution when allocating their funds and consider earnings 
as a key factor in decision-making. The study’s adjusted R² result of 77.6% 
indicates that 77.6% of the variation in tax aggressiveness is explained by the 
independent variables used in this research, while the remaining 22.4% is 
influenced by other factors. Future research could explore additional variables to 
enhance the understanding of tax aggressiveness and broaden the scope of study 
by including industries beyond the property and real estate sector. 
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