
147                                JAAF (Journal of Applied Accounting and Finance)   

                                      Volume 9, Number 2, 2025, 147-159                     
 

DOI: http://dx.doi.org/10.33021/jaaf.v9i2.6329 

Determinants of tax planning in the industrial sector 
 

 

Molkend Siringoringo 

 molkenringo@gmail.com  

Program Studi Akuntansi, Universitas Horizon Indonesia, Karawang, Indonesia 

 

Eindye Taufiq 

 beranda.eindye@gmail.com  

Program Studi Akuntansi, Universitas Horizon Indonesia, Karawang, Indonesia 

 

 

Abstract  
This study aims to provide empirical evidence and examine the effects of profitability, 

leverage, and transfer pricing on corporate tax planning using a quantitative approach and 

purposive sampling. The research sample consists of 11 industrial sector companies listed on 

the Indonesia Stock Exchange (IDX) from 2020 to 2024. Data were analyzed using multiple 

regression analysis with a fixed effect model (FEM). FEM was employed to control for firm-

specific characteristics that remain constant over time. The results indicate that profitability 

and transfer pricing significantly influence tax planning decisions, suggesting that highly 

profitable firms and those utilizing strategic transfer pricing are more active in tax planning 

activities. In contrast, leverage does not have a statistically significant effect, implying that 

debt levels do not play a decisive role in shaping tax strategy within the studied context. 

These findings contribute to a deeper understanding of the financial factors affecting 

corporate tax planning and highlight the importance of managing profitability and transfer 

pricing practices to optimize tax outcomes. 
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Abstrak 
Penelitian ini bertujuan untuk memberikan bukti empiris dan untuk menguji mengenai 

pengaruh profitabilitas, leverage, dan transfer pricing terhadap perencanaan pajak dengan 

menggunakan pendekatan kuantitatif dan teknik purposive sampling. Sampel penelitian 

terdiri dari 11 perusahaan sektor industri yang terdaftar di Bursa Efek Indonesia (BEI) pada 

periode 2020 hingga 2024 sebanyak 11 perusahaan. Analisis data dalam penelitian ini 

menggunakan analisis regresi berganda dan dilakukan dengan fixed effect model (FEM). 

Pendekatan FEM dipilih untuk mengontrol karakteristik unik masing-masing perusahaan 

yang tetap sepanjang waktu. Hasil penelitian menunjukkan bahwa profitabilitas dan transfer 

pricing memiliki pengaruh signifikan terhadap keputusan perencanaan pajak, yang 

mengindikasikan bahwa perusahaan dengan profitabilitas tinggi dan pemanfaatan strategis 

transfer pricing lebih aktif dalam kegiatan perencanaan pajak. Sebaliknya, leverage tidak 

menunjukkan pengaruh yang signifikan secara statistik terhadap perencanaan pajak, yang 

berarti bahwa tingkat utang tidak berperan secara menentukan dalam membentuk strategi 

pajak pada konteks perusahaan-perusahaan tersebut. Temuan ini memberikan kontribusi 

dalam pemahaman yang lebih mendalam mengenai faktor-faktor keuangan yang 

memengaruhi perencanaan pajak perusahaan dan menegaskan pentingnya pengelolaan 

profitabilitas serta praktik transfer pricing untuk mengoptimalkan hasil perpajakan. 

 

Kata kunci: perencanaan pajak; profitabilitas; leverage; transfer pricing 
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INTRODUCTION 
 

In the Indonesian fiscal structure, tax revenue remains the primary source of state income, 

highlighting the country's considerable reliance on taxation to fund its national budget 

(APBN). The centrality of tax contributions to public finance is evident, as many government 

programs and development initiatives would be severely constrained in the absence of 

adequate tax collection. The government mobilizes various types of taxes—such as income 

tax (PPh), value-added tax (VAT/PPN), luxury goods tax (PPnBM), land and building tax 

(PBB), export duties, international trade taxes, import duties, and excise taxes—as key 

instruments to support state expenditures and economic development. 

To enhance revenue generation from the tax sector, the government has intensified public 

outreach and compliance initiatives, including the implementation of a nationwide tax census. 

According to data from the Ministry of Finance, the realization of tax revenues as of August 

2024 is illustrated in the following graph. 

 
Figure 1. Economic sectors with the largest contribution to national tax revenue 

Source : Ministry of Finance (Period Of 2024) 

 

Following the economic recovery in the post-pandemic period of 2024, Indonesia’s tax 

revenue performance has shown notable improvement. Among the various sectors, the 

manufacturing industry emerged as the largest contributor to national tax revenues, 

accounting for IDR 287.97 trillion, or approximately 25.4% of total tax collections. Despite 

its substantial contribution, the sector experienced a net growth decline of 12.2%, with gross 

growth recorded at only 1.4%. Undeniably, corporate taxpayers represent a major source of 

tax revenue in Indonesia, with significant potential for expansion. This is largely due to the 

fundamental objective of corporations to maximize shareholder wealth by increasing firm 

value through profit generation. Nonetheless, paying taxes remains one of the core 

responsibilities of corporations (Sumarta & Intan, 2021). 

Governments typically aim to maximize tax revenue to fund public expenditures and 

facilitate national development. Conversely, taxpayers—whether individuals or corporates—

tend to prefer lighter tax burdens. This preference is particularly strong among corporate 

taxpayers, who strive to maximize profits while minimizing the amount they pay in taxes. In 

business practice, taxation is often perceived as a cost, and firms are incentivized to reduce 

this cost to enhance overall profitability. One of the main strategies used by firms is tax 

planning, defined as the structuring of financial affairs in a manner that legally reduces tax 

liabilities (Chen, Huang & Shevlin, 2023). Research indicates that effective tax planning may 

improve corporate financial performance through mechanisms such as optimizing tax 

deductions, exploiting tax incentives, and careful organizational structuring, provided these 

strategies remain within legal and ethical boundaries (Betha, et al. 2022). At the same time, 

studies show that perceptions of fairness, tax burden, enforcement risk, and compliance costs 

influence taxpayer behavior significantly (Theory of planned behavior; theory of fiscal 
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psychology). For example, tax morale, subjective norms, and perception of government 

authority are empirically linked to intentions to comply with tax duties among individuals 

and businesses (Suwandi Ng,2025). Several internal factors may influence a company’s 

approach to tax planning, including profitability, leverage and transfer pricing practices. 

Profitability reflects a company's ability to generate earnings and may influence its 

motivation to implement tax planning strategies. Firms with higher profitability often aim to 

minimize their tax burden in order to retain greater earnings. Similarly, firm size can impact 

tax planning behavior, as larger companies generally possess more resources, operate more 

diversely, and have better access to tax professionals, thereby enabling more sophisticated tax 

planning techniques. A higher return on assets (ROA) indicates greater net income and 

overall profitability of a company. This assertion is supported by the study of Rahmadini and 

Nita (2019), which found a positive relationship between profitability and tax planning.  

However, empirical findings remain inconclusive. Notably Vany (2017) reported contrasting 

evidence, concluding that variations in a company’s ROA whether higher or lower do not 

significantly influence the firm’s propensity to engage in tax avoidance. This inconsistency 

highlights a theoretical and empirical gap in the literature regarding the role of profitability in 

shaping corporate tax behavior. The divergence in findings raises several unresolved issues. It 

is unclear whether ROA is an appropriate proxy for incentives related to tax avoidance, or 

whether its effect is contingent upon other firm-specific or contextual factors such as 

corporate governance mechanisms, firm size, industry characteristics, regulatory 

environment, or risk tolerance. Additionally, differences in research design, measurement of 

tax avoidance, sample selection, and institutional settings may contribute to the inconsistent 

results observed across studies. Therefore, the research problem centers on the lack of 

consensus regarding the effect of ROA on corporate tax avoidance behavior. This uncertainty 

necessitates further empirical investigation to clarify whether and how profitability, as 

measured by ROA, influences tax avoidance, and under what conditions this relationship 

becomes significant. Addressing this problem is essential for improving theoretical 

understanding and providing more reliable evidence for policymakers, regulators, and 

stakeholders concerned with corporate tax compliance and financial reporting behavior. 

Leverage, defined as the extent to which a firm utilizes debt financing, may moderate the 

relationship between factors such as profitability, firm size, transfer pricing, and tax planning. 

Firms with higher leverage often have distinct tax incentives and financial constraints that 

can influence how these variables affect tax planning decisions. High leverage typically 

reflects a significant level of corporate debt, allowing firms to benefit from interest expenses 

associated with that debt. Interest expenses reduce the taxable income of the company (Langi, 

Kalangi, & Warongan, 2023). However, some studies suggest that leverage does not have a 

significant effect on tax avoidance. For instance, Qonita (2022) found that variations in a 

company’s leverage whether high or low, do not significantly impact tax avoidance 

behaviors. This is attributed to the fact that leverage primarily influences a firm’s financing 

decisions rather than its ability to generate profits or earnings. 

Transfer pricing, which refers to the pricing of transactions between entities within the 

same corporate group, is a significant factor in tax planning. Although it is a legitimate 

practice, transfer pricing can be exploited to shift profits to jurisdictions with lower tax rates, 

thereby reducing the overall tax liability. This characteristic makes transfer pricing a critical 

focus for both tax authorities and researchers investigating tax avoidance behaviors. This 

perspective aligns with Shahwan (2024), who defines transfer pricing as the monetary value 

assigned to products and services traded between affiliated companies operating in two or 

more countries, or between divisions within the same organization. In other words, transfer 

pricing pertains to the pricing policies applied to transactions between entities belonging to a 

single business group or multinational corporation. Parent companies may manipulate prices 
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by setting the prices of goods or services traded with their subsidiaries or branches either at a 

discount or premium relative to market prices (Sari et al., 2022). Alternatively, firms may 

shift profits from countries with high tax rates to those with lower rates to minimize their tax 

burden (Rusydi et al., 2024). 

The increasing scholarly attention to factors influencing corporate tax planning, 

particularly within the industrial sector, motivates this study to examine the impact of 

profitability, leverage, and transfer pricing on corporate tax planning strategies. This study 

contributes to the academic literature by utilizing data from the most recent five-year period, 

thereby maintaining the relevance of the findings in light of current economic conditions and 

ongoing changes in tax regulations. Furthermore, this research extends prior studies by 

developing alternative measurements of transfer pricing, an aspect that remains insufficiently 

addressed in earlier empirical research. Moreover, the inconsistency of prior empirical 

findings regarding the relationship between macroeconomic conditions and firm-specific 

characteristics in explaining financial distress provides a strong rationale for this study to re-

examine existing theoretical gaps through empirical analysis. The focus is placed on firms 

operating in the industrial sector, given their capital-intensive nature and complex financing 

structures, which may simultaneously intensify tax planning activities and exposure to 

financial distress. By integrating firm-level factors with sector-specific characteristics, this 

study seeks to offer a more comprehensive understanding of corporate tax planning behavior 

and its implications for financial stability. 

 

 

LITERATURE REVIEW 

 
Tax planning 

From a regulatory and factual perspective, international tax policy has evolved rapidly. 

The OECD’s Tax Policy Reforms 2025 (OECD, 2015) highlights ongoing global efforts to 

counter aggressive tax planning and promote fair tax compliance, including measures under 

the BEPS initiative that affect transfer pricing rules and reporting requirements. These 

reforms emphasize that tax planning is not only a firm-level financial choice but also a policy 

concern with implications for national revenue and international tax cooperation. 

Tax planning is one of the strategies that can be utilized by taxpayers to manage the 

taxation of their business or income. However, the tax planning referred to in this context is 

tax planning that does not involve any violation of the constitution or the prevailing tax laws 

(Putra, 2019:23). The effective tax rate (ETR) is calculated based on a comparison between a 

company’s tax expense and its pre-tax profit, without distinguishing between current tax 

expense and deferred tax expense. The ETR is used as a measurement tool because it is 

considered to provide a reasonable approximation of the permanent differences between 

fiscal profit and book profit. The formula used to calculate the ETR is as follows: 

 

ETR =Total tax expense/Pre-tax expense 

 

Profitability 

A systematic review of recent literature finds that profitability frequently correlates with 

firms’ tax planning activities, though the direction and strength can vary by industry and 

context. Many studies show higher profitability is associated with increased tax planning or 

avoidance, as profitable firms have greater incentives and resources to engage in tax 

optimization strategies (Sulistiana, Riskiamanda & Rahmatika, 2024).  

Profitability ratios are financial metrics that indicate the effectiveness of a company in 

generating profit. Fundamentally, profit reflects how well a company makes investment and 
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financing decisions. According to Law No. 36 of 2008, Article 1, income received by a tax 

subject is subject to income tax. The amount of tax payable by the taxpayer is directly 

proportional to the amount of income earned during a given period. The primary objective of 

service company operations is to generate profit (Alifedrin & Firmansyah, 2023:27). Return 

on assets (ROA) is a ratio that measures net income after tax in relation to total assets. The 

formula used to calculate return on assets (ROA) is as follows: 

 

Return on asset (ROA) = (Total net income/Total assets) x 100%    (1) 

 

Leverage 

According to Parlina et al. (2023:21), the leverage ratio serves as a measure of the extent 

to which a company is financed through debt and assesses the level of corporate solvency by 

evaluating the firm’s ability to meet its long-term financial obligations. The use of debt is 

often considered a strategic approach to support both operational activities and investment 

initiatives. However, reliance on debt financing entails fixed financial obligations, 

particularly in the form of interest expenses. The debt to equity ratio (DER), which compares 

a company’s total liabilities to its shareholders’ equity, reflects the degree to which the 

company’s operations are financed by external borrowings. A higher ratio suggests that the 

company’s capital structure is still significantly supported by debt instruments. 

 

Debt to equity (DER) = Total debt/Total equity      (2) 

 

Transfer Pricing 

The primary objective of establishing transfer pricing is to transmit financial data among 

departments or divisions within a company when goods and services are exchanged 

internally. Beyond this function, transfer pricing is also occasionally employed to evaluate 

divisional performance and to motivate both selling and purchasing managers to make 

decisions that align with the overall objectives of the organization (Hasibuan & Purba, 2022). 

A calculation formula is used in the determination of transfer pricing, as outlined by 

Tambunan et al. (2017): 

 

Transfer pricing = Related party trade receivables/Total assets    (3)  

 

Hypothesis development 

The impact of profitability on tax planning 

The expertise of a company in generating profit can be demonstrated by its profitability. 

An increase in profitability often correlates with enhanced financial performance, which may 

indicate the employment of tax avoidance practices through the utilization of depreciation 

and amortization expenses as tax deductions (Jasmine et al., 2017). Findings from Aminah’s 

(2017) study reveal that profitability exerts a significant effect on tax avoidance. 

 

H1: Profitability has positive effect on tax planning. 

 

The impact of leverage on tax planning  

Leverage functions as a measure to assess the extent to which each unit of capital is 

utilized as collateral to secure debt. The interest expenses arising from such debt obligations 

have the potential to reduce taxable income (Setyaningsih & Wulandari, 2022). 

Consequently, the higher the proportion of debt financing employed by a company, the 

greater the effect of interest expenses in diminishing the corporate tax burden. Empirical 
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findings by Riskatari and Jati (2020) indicate that leverage exerts a positive and significant 

influence on tax avoidance. 

 

H2: Leverage has positive effect on tax planning. 

 

The impact of transfer pricing on tax planning  

Transfer pricing may result in a diminution or loss of potential national revenue, 

particularly tax income, as multinational corporations often shift their tax obligations to 

jurisdictions with lower tax rates (Permatasari, 2024). Corporations with affiliated 

relationships to foreign entities, commonly known as multinational enterprises, frequently 

engage in tax planning strategies by determining negotiated prices for goods involved in 

intercompany sales and purchases. Through the transfer of profits to related parties, 

multinational corporations can reduce their taxable income and consequently minimize their 

tax liabilities without contravening applicable tax legislation. This practice facilitates the 

efficient management of the financial positions of individual entities within the corporate 

group, thereby enabling the group as a whole to maximize tax benefits. Accordingly, the 

greater the extent to which a corporation employs transfer pricing, the higher the potential for 

achieving tax efficiency within its tax planning framework. These findings align with the 

research conducted by Rahmiati and Sandi (2016), which demonstrated a significant effect of 

transfer pricing on tax planning among multinational corporations operating in Indonesia. 

 

H3: Transfer pricing has positive effect on tax planning. 

 

 

METHOD 

 
This study aims to investigate the potential influence of the independent variables 

including profitability, leverage, and transfer pricing on the dependent variable, tax planning. 

To achieve this objective, the researcher adopts a library research methodology, which entails 

the systematic collection and review of data and information from a variety of credible and 

relevant sources. These sources include peer-reviewed scientific journals, empirical research 

reports, academic articles, reputable internet databases, and authoritative books pertinent to 

the research topic.  

The study employs quantitative data, analyzed through established quantitative data 

analysis techniques to ensure rigor and validity in the findings. The population under 

investigation comprises companies operating within the industrial sector that are officially 

listed on the Indonesia Stock Exchange, with data obtained via the official IDX website 

www.idx.co.id. The research covers a longitudinal observation period spanning five years, 

from 2020 through 2024, enabling the assessment of trends and relationships over time. This 

comprehensive approach allows for a robust examination of the interplay between financial 

performance indicators, leverage ratios, and transfer pricing practices in shaping corporate 

tax planning strategies within Indonesian industrial firms.  

 

Sample criteria 

The sample comprises a subset of members selected from the population; in other words, 

not all elements within the population are included in the sample. This study employs 

purposive sampling as the sampling technique. The selection of samples is guided by the 

following predetermined criteria: 
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1. Industrial sector companies that are not listed on the Indonesia Stock Exchange during 

the period 2020 to 2024. 

2. Industrial sector companies that do not publish complete and consistent financial 

statements throughout the period from 2020 to 2024. 

3. Industrial sector companies that do not report their financial statements in Indonesian 

Rupiah (IDR). 

4. Industrial sector companies that incurred losses during the period of 2020 to 2024. 

In accordance with the specified criteria, a sample of 11 companies was selected from a 

population comprising 44 companies over the period from 2020 to 2024, yielding a total of 

55 observations. The collected data are analyzed utilizing panel regression with EViews 9 

software environment, encompassing measurement model evaluation, structural model 

analysis, and hypothesis testing procedures. 

 

 

RESULT AND DISCUSSION 
 

Choice of the appropriate method 

According to the results of the Chow test conducted using EViews 9, the cross-section F 

statistic for the profitability variable is 0.002, which is below the significance level of 5% (α 

= 0.05), this suggests that the fixed effect model (FEM) is the most appropriate specification. 

 

Table 1.  Chow test 

Effects test Statistic   d.f.  Prob.  

Cross-section F 4.596679 (10,41) 0.0002 

Cross-section chi-square 41.357484 10 0.0000 

 

Consequently, the analysis proceeds with the Hausman test. Subsequently, the Hausman 

test yields a probability value of 0.0252, which is lower than the 5% significance level (α = 

0.05). This result suggests that the fixed effect model (FEM) is the most suitable model to 

apply. Following the estimation process and model selection in this study, the fixed effect 

model (FEM) was chosen. The testing results, based on the FEM and using the criterion that 

sig. < α (0.05), yielded the following findings from the data analysis 

 

Table 2.  Hausman test 

Test summary Chi-sq. Statistic Chi-sq. d.f. Prob.  

Cross-section random 9.330512 3 0.0252 

 

Hypothesis test result 

Table 3. t-test 

Variable Coefficient Std. error t-statistic Prob.   

C 0.243574 0.045800 5.318208 0.0000 

X1_ROA -1.564890 0.366131 -4.274121 0.0001 

X2_DER 0.097341 0.054288 1.793049 0.0803 

X3_TP 1.250863 0.436606 2.864969 0.0065 

Effects specification: 

Adjusted R-squared: 0.440525 

F-statistic: 4.270696 

Mean dependent var: 0.245084 

Source: Results of data processing (2025) 
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Based on the results of the T-test presented in Table 1, the findings from the fixed effect 

model (FEM) estimation can be described as follows: 1) The independent variable, 

profitability, shows a p-value of 0.0001, indicating a significance level below 0.05. Based on 

the research data, profitability has a negative and significant effect on tax planning. This 

suggests that companies with higher profitability tend to be less inclined to engage in tax 

planning activities. This is because tax planning involves high risks and can damage the 

company’s reputation if detected engaging in tax avoidance, which may subsequently lead to 

a decrease in the company’s future profitability. These results imply that hypothesis H1 is 

supported. 2) The independent variable, leverage, has a p-value indicating a significance level 

of 0.0803, which is greater than 0.05. This result suggests that hypothesis 2 (H2) is not 

supported. Dividends derived from retained earnings cannot be deducted from taxable 

income. Hanafi (2018:341) states that companies with debt largely originating from 

shareholder loans or related parties incur interest expenses that cannot be used to reduce 

taxable income, which may explain the positive relationship with tax planning. The 

insignificance of leverage's effect on tax planning indicates that leverage is not a determining 

factor for companies in practicing tax planning. This finding aligns with the study by 

Richardson and Lanis (2015), which provides evidence that leverage has no significant effect 

on tax planning activities. 3) The independent variable, transfer pricing, has a p-value 

indicating a significance level of 0.0065, which is less than 0.05. This result indicates that 

hypothesis 3 (H3) is supported. This aligns with the notion that the higher the practice of 

transfer pricing within a company, the greater the opportunity for the company to internally 

set prices and shift profits to related parties. Consequently, companies engage in tax planning 

to minimize their tax burden. This finding is further supported by the study of Sari and 

Markhumah (2023) on real estate companies during the period 2020–2024, which found that 

transfer pricing has a significant effect on tax planning. 

 

The effect of profitability on tax planning  

Companies with high profitability indicate strong financial performance and typically 

enjoy a good reputation. As such, firms with higher profitability generally have the capacity 

to fulfill their tax obligations. This aligns with the legitimacy theory, which suggests that 

companies seek to gain positive legitimacy from stakeholders. Consequently, firms with high 

profitability are more likely to refrain from engaging in aggressive tax planning in order to 

maintain their positive image among stakeholders. By doing so, they aim to preserve their 

established reputation and enhance profitability in the future, thus ensuring the long-term 

sustainability and continuity of their business operations. The insignificance of profitability in 

influencing tax planning, as found in this study, suggests that profitability is not a key 

determinant in a company’s decision to engage in tax planning. These findings are consistent 

with the research conducted by Rahmadini and Nita (2019), which found a significant 

negative relationship between profitability and tax planning. Similarly, Maharani, Suryanto, 

& Prasetyo (2020) observed that even highly profitable firms may refrain from engaging in 

aggressive tax avoidance in order to maintain stakeholder approval and uphold both social 

and institutional legitimacy. This indicates that profitability alone does not dictate tax 

planning decisions; instead, companies balance financial incentives with reputational 

considerations and external expectations. 

 

The effect of leverage on tax planning 

Leverage does not consistently influence tax planning, and this phenomenon can be 

attributed to several contextual and regulatory factors. One major factor is the existence of 

regulatory limitations such as thin capitalization rules, which restrict the deductibility of 
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interest expenses for tax purposes. As a result, even if a company increases its debt, the 

corresponding interest expenses may not generate substantial tax savings. Additionally, firms 

experiencing financial losses still incur interest expenses on their outstanding debt; however, 

these expenses do not contribute to reducing the tax burden, as there is no taxable income to 

offset. Furthermore, many firms opt not to utilize leverage as a tax planning instrument, 

choosing instead to focus on alternative strategies such as tax holidays, transfer pricing 

arrangements, and other forms of tax incentives. These considerations suggest that the impact 

of leverage on tax planning is not only limited but also highly dependent on the specific 

financial and regulatory environment in which a firm operates. Therefore, it can be concluded 

that, under certain conditions, leverage may have no significant effect on tax planning, the 

results of this study support and are in line with several previous studies conducted by Wuriti 

& Noviari (2023).  

 

The effect of transfer pricing on tax planning 

The results of this study reinforce the notion that transfer pricing is one of the strategic 

tools utilized by companies to engage in tax planning, particularly to reduce their global tax 

obligations. When corporate income tax rates are relatively high, the corresponding tax 

burden increases, prompting companies to shift a portion of that burden by reallocating 

income or costs through intra-group transactions. These outcomes resonate with the research 

by Pratiwi & Pramita (2021), which underscores that companies utilize transfer pricing 

maneuvers to manipulate reported profits, thereby minimizing incurred tax expenses. By 

leveraging ambiguities in tax regulations, companies strategically transfer income or assets to 

subsidiaries located in countries with significantly lower tax rates, often referred to as tax 

havens. This practice enables multinational enterprises to exploit differences in international 

tax regimes, ultimately reducing their overall effective tax rate. Such findings indicate that 

transfer pricing plays a crucial role in corporate tax planning behavior, especially in 

multinational contexts. 

 

 

CONCLUSION 

 
This study concludes that tax planning behavior among firms is influenced by several key 

financial factors, each playing a distinct role. Profitability is found to have a significant 

negative effect on tax planning, indicating that highly profitable firms tend to be more 

compliant with tax obligations, possibly to maintain legitimacy and safeguard their 

reputation. In contrast, leverage does not exhibit a statistically significant impact on tax 

planning, suggesting that debt levels are not a decisive factor in a firm’s tax strategy within 

the observed context. Meanwhile, transfer pricing shows a significant positive relationship 

with tax planning, highlighting its role as a strategic tool used by firms to minimize tax 

liabilities through intra-group transactions. 

The implications of these findings are twofold. First, policymakers and tax authorities 

should pay closer attention to transfer pricing practices as a focal point for tax compliance 

monitoring and regulation, given its prominent role in facilitating tax planning. Enhanced 

transparency requirements and stricter enforcement mechanisms regarding transfer pricing 

could mitigate aggressive tax avoidance. Second, firms are encouraged to prioritize ethical 

financial management, recognizing that profitability aligns with responsible tax behavior and 

supports corporate legitimacy. Finally, while leverage does not appear to significantly affect 

tax planning in this context, firms should continue to consider the broader financial and 

regulatory environment when structuring their capital to ensure sound governance and 

compliance.  
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Limitations of this study should be acknowledged. First, the research focuses on a specific 

sector (e.g., industrial or property and real estate firms) and a five-year observation period, 

which may limit the generalizability of the findings to other industries or longer-term trends. 

Second, the study relies on secondary financial data and quantitative measures, which may 

not capture qualitative factors such as managerial intent, corporate culture, or informal 

practices influencing tax planning. Third, external macroeconomic variables, regulatory 

changes, or country-specific tax policies may also affect tax planning behavior but were not 

fully incorporated in this study. And the suggestions for future research include expanding 

the analysis to multiple sectors and regions to examine whether the observed relationships 

hold across diverse contexts. Future studies could also incorporate qualitative approaches, 

such as interviews or case studies, to explore the managerial decision-making processes 

behind tax planning. Additionally, integrating macroeconomic and institutional factors, such 

as tax policy changes, corporate governance quality, and stakeholder pressure, could provide 

a more comprehensive understanding of the determinants of corporate tax planning. 
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APPENDIX 
 

Table 4. List name of the company 
No Name of the company   Code  Year  

1 Arita Prima Indonesia Tbk,  APII  2020 

 APII  2021 

 APII  2022 

 APII  2023 

 APII  2024 

2 Arwana Citramulia Tbk,  ARNA  2020 

 ARNA  2021 

 ARNA  2022 

 ARNA  2023 

 ARNA  2024 

3 Astra Graphia Tbk,  ASGR  2020 

 ASGR  2021 

 ASGR  2022 

 ASGR  2023 

 ASGR  2024 

4 MNC Asia Holding Tbk,  BHIT  2020 

 BHIT  2021 

 BHIT  2022 

 BHIT  2023 

 BHIT  2024 

5 Impack Pratama Industri Tbk,  IMPC  2020 

 IMPC  2021 

 IMPC  2022 

 IMPC  2023 

 IMPC  2024 

6 Jasuindo Tiga Perkasa Tbk,  JTPE  2020 

 JTPE  2021 

 JTPE  2022 

 JTPE  2023 

 JTPE  2024 

7 Multifiling Mitra Indonesia Tbk  MFMI  2020 

 MFMI  2021 

 MFMI  2022 

 MFMI  2023 

 MFMI  2024 

8  Supreme Cable Manufacturing 

&   

 SCCO  2020 

 SCCO  2021 

 SCCO  2022 

 SCCO  2023 
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No Name of the company   Code  Year  

 SCCO  2024 

9  United Tractors Tbk,   UNTR  2020 

 UNTR  2021 

 UNTR  2022 

 UNTR  2023 

 UNTR  2024 

10  Mark Dynamics Indonesia Tbk,   SPTO  2020 

 SPTO  2021 

 SPTO  2022 

 SPTO  2023 

 SPTO  2024 

11  Mulia Industrindo Tbk   MLIA  2020 

 MLIA  2021 

 MLIA  2022 

 MLIA  2023 

 MLIA  2024 

 

 


