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ABSTRACT  

 

The high number of participants in tax amnesty needs to be addressed through efforts that can legally reduce the tax burden, 

namely by implementing tax management. The objectives of this study are to examine and analyze empirical data regarding the 

determinant factors that influence tax management. In this case, there are eight determinant factors of tax management namely 

management compensation, tax facilities, profitability, leverage, auditor reputation, company size, independent commissioners, 

and fixed asset intensity. The type of research used in this study is causal research. The population in this study is 594 

manufacturing companies listed on the Indonesia Stock Exchange during the period 2019 to 2021. The samples are 231 companies 

selected through the purposive sampling method. The technique used to analyze the research data is the multiple linear regression 

analysis method. The results of this study show that three determinant factors influence tax management with a positive effect 

namely profitability, leverage, and auditor reputation. While, five determinant factors that influence tax management in a negative 

effect namely management compensation, tax facilities, firm size, independent commissioners, and fixed asset intensity are rejected. 

This study is expected to provide benefits to companies so that they can consider various factors in tax management, enabling them 

to fulfill their tax obligations optimally, which means paying taxes according to the expected amount while adhering to tax 

regulations. This study is also expected to contribute to the Directorate General of Taxes as a consideration in formulating policies 

that can encourage taxpayer compliance with their tax obligations. 
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INTRODUCTION 

 

Tax is defined as a mandatory and coercive payment to the government by individuals or entities, in which the benefits are not 

directly perceived. The coercive nature of these payments often leads to a significant level of tax avoidance. The high number of 

participants in tax amnesty proves that many taxpayers are attempting to evade or postpone their tax obligations. This chaotic 

situation needs to be addressed through efforts that can legally reduce the tax burden, which can be achieved through the 

implementation of tax management practices. Tax management is a comprehensive effort carried out by tax managers to 

effectively, efficiently, and economically handle tax-related matters within a company, thereby making a greater contribution to 

the company (Pohan, 2016). Tax management involves four interrelated functions: planning, organizing, implementing, and 

controlling taxation. Its purpose is to minimize tax liabilities and maximize net profit after tax by ensuring proper, effective, and 

efficient tax compliance. Besides minimizing the tax burden, a fundamental aspect of tax management in a company is the 

company's reluctance to make errors in its tax payments (Pohan, 2016). Tax management is a positive effort and is highly 

recommended for implementation in companies.  Tax management encompasses the strategic actions taken to effectively address 

corporate tax-related management responsibilities (Darmadi and Zulaikha, 2013). The broad objective of this study is to determine 

the effect of management compensation, tax facilities, profitability, leverage, auditor reputation, company size, independent 

commissioners, and fixed asset intensity on tax management.  

 

LITERATURE REVIEW 

 

Agency Theory 

 

Agency theory is defined as a theory that describes the relationship resulting from a contract between the owner, who assumes the 

principal role, and the manager, who takes on the agent role. According to Jensen and Meckling (1976), an agency relationship is 

established through a contract in which a principal hires an agent to perform specific tasks on their behalf, thereby delegating 

decision-making authority to the agent. The principal expects the agent to make optimal decisions to maximize the company's 

performance. However, the agent often tends to choose less risky decisions to maintain a favorable performance in the principal's 

eyes. Both parties strive to achieve greater benefits, such as high company profits and performance bonuses. It is these divergent 

interests that give rise to agency conflicts. 

 

When an organization or business earns revenue, it is obligated to remit taxes by the relevant tax laws and regulations. Taxes are 

considered a burden for companies as they reduce their profits. Therefore, it is natural for companies to strive to minimize the 

amount of tax they need to pay to optimize their profits. On the other hand, the government aims to collect as much tax revenue as 

possible to finance the state's expenses. This creates a difference of interest between companies and the government. 

 

Tax Management 

 

Tax management is a method of fulfilling tax obligations correctly by minimizing the amount of tax to achieve expected profits 

and liquidity (Lumbantoruan, 1996). Tax management can make a maximal contribution to the continuity of a taxpayer company 

without compromising the interests of the state revenue (Santoso and Rahayu, 2013). Lumbantoruan (1996) also emphasizes two 
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tax management tools that can be mastered to achieve the objectives of tax management. Firstly, the company needs to have a 

comprehensive understanding of tax regulations. They should thoroughly study laws, decisions, and circulars provided by the 

government to identify favorable opportunities for tax efficiency. Secondly, the company needs to maintain meticulous 

bookkeeping practices. Good and clear bookkeeping facilities management in calculating the expected taxable income, enabling 

them to minimize the amount of tax owed by tax regulations. 

 

Management Compensation  

 

Compensation refers to the remuneration received by employees from the company, including salary and other benefits (Kasmir, 

2019). According to Kadarisman (2014), the compensation given to employees, in this case, the company's management, will 

influence the achievement of the company's goals and its overall sustainability. Adequately provided compensation serves as a 

motivating factor for company managers to minimize the effective tax rate of the entity (Minnick and Noga, 2010).  

 

Tax Facilities  

 

Anggraeni and Gustiasari (2021) define tax facilities as government-provided policies that aim to reduce tax rates for corporate 

taxpayers by prevailing tax regulations. One such tax facility granted by the government is the tax rate reduction for companies 

that have more than 40% of their shares listed on the Indonesia Stock Exchange (IDX), as stipulated in Government Regulation 

PP No. 77 of 2013.  

 

Profitability  

 

According to Beny (2013), profitability is an appropriate measure for assessing the expected return from an investment activity. 

Marlinah (2014) further states that profitability is vital for a company's survival, and growth, and can even serve as the primary 

benchmark for establishing a company. Profitability indicates the measure of an entity's ability to generate profits through the 

management of its assets (Setiawan, 2009). A high level of profitability signifies that a company has proven its ability to manage 

its resources effectively, resulting in optimal profit generation (Kasmir, 2016). Tax burden can be reduced by treating a company's 

expenses as deductible expenses or treating income as non-taxable income (Henny & Febrianti, 2016). 

 

Leverage  

 

Leverage refers to the ratio of debt to assets or equity. This variable represents a company's capacity to manage and repay its 

obligations (Murhadi, 2013). Leverage ratios, such as the debt-to-asset ratio, are used to assess the level of funding provided by 

creditors for a company's total assets (Nurcahayani and Daljono, 2014). Richardson and Lanis (2007) state that when companies 

rely more on debt financing than equity financing for their operation, they tend to achieve a lower effective tax rate.  

 

Auditor Reputation  

 

According to Munawir (1984), the reliability of financial statements is ensured through the involvement of independent third 

parties known as public accountants. Adherence to the Code of Ethics and Standards of Audit is crucial in fulfilling the auditing 

function and building public trust in the quality of work performed by public accountants. Selecting reputable Public Accounting 

Firms (KAP) is expected to attract investors (Pawitri and Yadnyana, 2015).  

 

Firm Size  

 

According to Effendi and Ulhaq (2021), company size is the magnitude of a company that can be measured by the total asset value, 

total sales, the number of employees, and market capitalization.  With a large asset base, management finds it easier to utilize the 

company's assets (Yuliana and Trisnawati, 2015). The expansion of firm size can have an impact on the optimization of a company's 

tax management (Putri et al., 2017).  

 

Independent Commissioners 

 

According to Law Number 40 of 2007, Article 120, Paragraph 2, which pertains to limited liability companies, independent 

commissioners are selected through the General Meeting of Shareholders (RUPS) from parties who are not affiliated with major 

shareholders, members of the board of directors, or other members of the board of commissioners. An increasing number of 

independent commissioners results in greater supervision, causing management to be more cautious in decision-making and more 

transparent in overseeing the company, thus leading to greater compliance with tax regulations (Fitria and Handayani, 2019). 

 

Fixed Asset Intensity  

 

Fixed asset intensity refers to the investment activity of entities in the form of fixed assets (Afifah and Hasymi, 2020). Fixed asset 

intensity is a ratio that describes the intensity of a company's ownership of fixed assets compared to total assets (Adisamartha and 

Noviari, 2015). According to Henny and Febrianti (2016), a company's fixed assets gradually depreciate over time.  

 

Conceptual Framework 

 

Based on the concept and theories of independent variables, the framework in this study is as follows: 
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Figure 1. Conceptual Framework 

 

METHODOLOGY 

 

This study employs a causal research design. The population in this study is manufacturing companies listed on the Indonesia 

Stock Exchange during the period 2019 to 2021 or three periods. The technique used to analyze the research data is the multiple 

linear regression analysis method. 

 

Variables Measurement 

Tax management is measured using the formula current tax expense divided by income before income tax expense. Management 

compensation is measured by the natural logarithm of the total compensation of the board of commissioners and board of directors. 

Tax facilities are measured using a dummy variable, where the number 1 represents companies that obtain tax facilities, and 0 

represents companies that do not obtain tax facilities. Profitability is measured using the formula net profits divided by total assets. 

Leverage is measured using the formula total liabilities divided by total assets. Auditor reputation is measured using a dummy 

variable, where the number 1 represents companies audited by Big Four firms, and 0 represents companies audited by non-big four 

firms. Firm size is measured by the natural logarithm of total assets. Independent commissioners are measured using the formula 

number of independent commissioners divided by the number of board of commissioners, multiplied by 100%. Fixed asset intensity 

is measured using the formula total net fixed assets divided by total assets. 

 

RESULTS  

 

This research makes use of data from a sample of manufacturing companies that were listed on the Indonesia Stock Exchange from 

2019 to 2021. Out of the initial 594 samples screened according to predefined criteria, there are 231 data samples included in this 

research. 

 

Below are the outcomes of the descriptive statistics and the hypothesis testing results: 

 

Table 1: Descriptive Statistic 

Variable N Minimum Maximum Mean Std. Deviation 

Current ETR 231 0.0025 0.9593 0.2450 0.1401 

MANCOM 231 19.0112 27.8972 23.4389 1.5015 

TAXFAC 231 0.0004 0.4163 0.0751 0.0668 

ROA 231 0.0035 0.8583 0.3876 0.1869 

DAR 231 25.0488 33.5372 28.7114 1.6610 

AUREP 231 0.2500 0.8300 0.4122 0.1006 

SIZE 231 0.0006 0.7904 0.3797 0.1948 

INDCOM 231 0.0025 0.9593 0.2450 0.1401 

FAI 231 19.0112 27.8972 23.4389 1.5015 

 

Management 
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Based on table 1 above, it can be presented descriptive statistical results regarding the eight variables in this study during three 

periods (2019 to 2021). Leverage of 231 companies has the highest average value of 28.7114 with a standard deviation value of 

1.6610. Tax Facilities of 231 companies have the lowest average value of 0.0751 with a standard deviation value of 0.0668.  

 

Table 2: Hypothesis Results 

Model B Sig. Conclusion 

(Constant) 0,566 0,005  

MANCOM 0,009 0,480 H1 is rejected 

TAXFAC -0,026 0,300 H2 is rejected 

ROA -0,368 0,027 H3 is accepted 

DAR 0,163 0,002 H4 is accepted 

AUREP 0,049 0,046 H5 is accepted 

SIZE -0,020 0,071 H6 is rejected 

INCOME 0,081 0,410 H7 is rejected 

FAI -0,056 0,240 H8 is rejected 

 

The hypothesis results show that there are three determinant factors (profitability, leverage, and auditor reputation) with a level 

significance <0.05, which means that alternative hypotheses are accepted or influence tax management. However, there are the 

other five factors (management compensation, tax facilities, firm size, independent commissioners, and fixed asset intensity) with 

a level significance >0.05, which means that alternative hypotheses are rejected. 

  

DISCUSSION 

 

Management Compensation and Tax Management 

 

Testing hypothesis 1 proves that management compensation has a negative effect on tax management. This means that the high 

and low provisions of compensation are not related to tax management. However, this study's results are not in line with two 

previous studies related to tax management. The first study stated that the provision of management compensation is expected to 

enhance the efficiency of corporate tax payments, thereby helping the company achieve its goal of improving performance 

(Sidabalok et al., 2022). While, the other study stated that the allocation of high levels of management compensation to the board 

of directors facilitates the optimal implementation of tax management within the company (Putri et al., 2017). 

  

Tax Facilities and Tax Management 

 

Testing hypothesis 2 proves that tax facilities have a positive effect on tax management but do not have any influence on tax 

management. This means that the tax facilities offered by the government are not utilized for tax management purposes. This is in 

contrast with the previous research from Sidabalok et al. (2022) which stated that the smaller the tax rate that will be paid by the 

company, the more the company will act in accordance with tax regulations. 

 

Profitability and Tax Management 

 

Testing hypothesis 3 proves that profitability has a positive effect on tax management. This means that profitability is key to 

helping companies to manage or even reduce tax rates. This study is in line with a study related to profitability and tax management. 

The study reveals that high levels of profitability indicate effective and efficient resource management, resulting in optimal profits 

(Kasmir, 2016). High company profits can be utilized by management to reduce tax payments through tax incentives and other tax 

deductions (Sidabalok et al., 2022). 

 

Leverage and Tax Management 

 

Testing hypothesis 4 proves that leverage has a negative effect on tax management. In this study, the majority of the company's 

debt is utilized to finance the company's fixed assets, resulting in an increase in inventory. Inventory supports an increase in sales 

revenue, leading to a larger company profit. The rising profit generates an increased current Effective Tax Rate (ETR), indicating 

a low level of tax management behavior. This study is in line with the study of Wardani and Putri (2018) which revealed that 

company debt can also be used for investment purposes, which can influence the magnitude of returns obtained, subsequently 

categorized as other income. An increase in other income can lead to an increase in tax expenses due to higher profits, indicating 

that the company is not engaged in tax management (Sidabalok et al., 2022). 

 

Auditor Reputation and Tax Management  

 

Testing hypothesis 5 proves that auditor reputation has a negative effect on tax management. This means that tax management 

highly depends on the auditor's reputation. The reputation of auditors is often assessed based on their affiliation. This study is in 

line with the study of Putri et al. (2017) which suggests that auditors affiliated with Big Four KAPs demonstrate greater accuracy 

in tax calculations and display more objectivity in minimizing illegal tax management practices. 
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Firm Size and Tax Management 

 

Testing hypothesis 6 proves that firm size has a positive effect on tax management. This means that the large or small size of the 

firm did not have any influence on tax management. A small size company can survive or increase profit with the proximation of 

tax management. This study is not in line with Ponziani and Azizah (2017) which explained that an increase in firm size signifies 

a larger asset base, which in turn requires a greater amount of funds to sustain operational activities (Ponziani and Azizah, 2017). 

The other study also stated that the expansion of firm size can have an impact on the optimization of a company's tax management 

(Putri et al., 2017). 

 

Independent Commissioners and Tax Management 

 

Testing hypothesis 7 proves that independent commissioners have a negative effect on tax management. This means that the 

number of independent commissioners did not influence tax management. This study is not in line with the statement that the 

increasing number of independent commissioners leads to enhanced supervision (Fitria and Handayani, 2019). In addition, 

companies that demonstrate a high level of compliance with applicable tax regulations tend to fulfill their tax obligations at rates 

close to the normal tax rate, indicating a low level of tax management actions (Hidayah and Suryarini, 2020). 

  

Fixed Asset Intensity and Tax Management 

 

Testing hypothesis 8 proves that fixed asset intensity has a positive effect on tax management. This means that high or low levels 

of fixed asset intensity did not influence tax management. This study is not in line with the study by Henny and Febrianti (2016), 

a company's fixed assets gradually depreciate over time. This condition indicates that a higher level of fixed asset intensity in a 

company will result in increased depreciation expenses, leading to a lower tax burden. A lower tax burden, in turn, leads to a 

decreased effective tax rate. A declining effective tax rate can be an indication of improved tax management within a company 

(Devina and Pradipta, 2021).  

 

CONCLUSIONS 

 

Profitability influences tax management. High profitability indicates effective wealth management, allowing companies to 

strategically direct expenses towards deductible items or classify income as non-taxable. Consequently, this reduces profits and 

leads to a decrease in the current Effective Tax Rate (ETR), indicating proactive tax management.  

 

Leverage influences tax management. Companies that prioritize debt financing over equity financing will typically incur higher 

interest expenses, leading to a consequent decrease in their effective tax rates. This occurs because interest expenses can be 

subtracted from the company's income before taxation, which ultimately leads to a decrease in the amount of taxes paid and 

indicates a lower level of tax management actions. 

 

Auditor reputation also influences tax management. A higher reputation of the auditor is associated with a higher value of the 

current effective tax rate, indicating a lower level of tax management actions. Big Four audit firms are renowned for conducting 

comprehensive examinations of their clients, which encourages audited companies to be more cautious in accurately calculating 

their tax burdens based on the actual conditions. 

 

Management compensation does not drive effective tax management since the motivation of company management is not solely 

based on the compensation provided by the company. Tax facilities offered by the government also do not affect tax management 

as the sample indicates that there is a lower number of companies that receive tax facilities compared to those that do not receive 

such facilities. Firm size does not affect tax management because companies of both large and small scales are subject to public 

scrutiny, including tax authorities, regarding the profits they generate. Therefore, companies do not have the opportunity to engage 

in tax management practices. 

 

Independent commissioners are deemed to have minimal influence on tax management due to their limited role in supervising tax 

policies within their respective companies. 

 

Furthermore, fixed asset intensity does not impact tax management since the fixed assets owned by companies are primarily 

intended for operational purposes rather than minimizing tax burdens. Consequently, the value of fixed asset intensity does not 

play a role in shaping tax management actions. 

 

SUGGESTIONS 

 

Recommendations for further research are as follows: 1) This study is expected to provide benefits to companies so that they can 

consider various factors in tax management, enabling them to fulfill their tax obligations optimally, which means paying taxes 

according to the expected amount while adhering to tax regulations; 2) This study is also expected to contribute to the Directorate 

General of Taxes as a consideration in formulating policies that can encourage taxpayer compliance with their tax obligations; 3) 

This study is also expected to contribute to the investors in providing input for practitioners to make a good decision when investing 

or providing capital on a company; and 4) This study is also expected to contribute to the practitioners to provide input for the 

government to make good policies for better tax management under tight supervision. 
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