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Abstract 

Purpose: The goal of this research is to determine if factors like as return on assets, debt-to-equity ratios, 

and sales growth have an impact on tax evasion, Tax avoidance is a strategy used by businesses to avoid 

paying taxes, which lowers state tax receipts.  

Theoretical framework: The return On Assets ratio measures the rate of return on each rupiah invested in 

assets. (Kasmir, 2018). Agency theory incentivizes agents to build up corporate profits, therefore when 

corporate profits increase, the income tax rates increase (Darmawan and Sukartha, 2014). The more the 

ROA value, the greater the firm's net profit and the more prudent the investment the company is. (Kurniasih 

and Sari, 2013). 

Design/methodology/approach: Research period used is the year 2017-2020. Explanatory research using 

quantitative research techniques is this sort of study. The population of this research consists of mining 

businesses with IDX listings. While the purposive sampling technique was used to choose this study sample. 

Documentation studies and literature studies are two data collecting methods employed. Panel data 

regression, the traditional assumption test, and the t-test were the data analysis techniques employed 

Findings: The findings revealed that while debt to equity ratio and sales growth had an influence on tax 

evasion, return on assets had no effect. 

Research, Practical & Social implication: tax avoidance here is only based on financial statements that do 

not describe the real situation because data about tax avoidance is difficult to obtain. So, It is anticipated 

that it would be able to make use of actual situations, such as questionnaire data or open interviews 

pertaining to tax evasion 

Originality/value: Return on assets (ROA) doesn’t impact tax avoidance, Debt to Equity Ratio impacts Tax 

Avoidance, Sales Growth impacts Tax Avoidance.  

Keywords: Return on Assets, Debt to Equity Ratio, Sales Growth, Tax Avoidance. 
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INTRODUCTION 

State revenue is the main source of funding for 

national development programs. The state 

revenue that has been targeted by the 

government so far has not been able to fully 

meet the spending target for a year. For this 

reason, the government continues to explore 

various sources of income so that state revenues 

can continue to increase and reduce 

dependence on financing and development 

from debt to other countries. In 2021, state 

revenues are expected to grow positively by 2.6 

percent from the APBNP Presidential 

Regulation 72/2020. This growth was 

supported by the policy of providing incentives 

in line with reforms in taxation and non-tax 

revenues. (BPS, 2021) 

Graphic 1. Main Sectors Revenue 

 

The performance of sectoral tax revenues, in all 

major sectors, grew positively. Cumulatively 

until the end of 2021, all major sectors managed 

to record positive growth. The Manufacturing 

Industry sector grew by 16.77 percent. The high 

revenue from the Mining Sector is still the 

impact of high global demand for mining 

commodities and is accompanied by soaring 

world mining commodity prices. 

Fluctuations in economic activity experienced 

by the company are often not tolerated by the 

tax authorities, since they wish for progressive 

and stable tax revenue. Economic activity 

irregularities will have a favorable effect on a 

company's financial and tax reporting. Tax 

planning is frequently used to describe tax 

reduction strategies that don't break the law. 

Due to the shortcomings in tax legislation, this 

is the non-violating that indicates the legally 

effective activity of a firm. (Kurniasih & Sari: 

2013; Law 2009;Law, 2008 ). 

The State of Tax Justice 2020: Tax Justice 

during the time of Covid-19, a study by the Tax 

Justice Network, states the amount carries 

$4.78 billion, which is equivalent to Rp. 67.6 

trillion. This is the result of corporate tax 

avoidance in Indonesia, with the remaining 

amount, which is US$ 78.83 million or around 

Rp 1.1 trillion, coming from individual 

taxpayers. It was also noted that Indonesia’s 

position in cases of tax evasion by taxpayers 

and individuals ranks fourth in Asia following 

China, India as well as Japan.  

Only 30% of the 40 major mining corporations, 

according to PricewaterhouseCoopers (PwC) 

Indonesia, would have adopted tax 

transparency reporting by 2020. The tax reports 

weren't yet transparent in the meanwhile. This 

information was made available in PwC's most 

recent report, Mine 2021 Great Expectation, 

Seizing Tomorrow. According to Winzenried, 

the Advisor of PwC Indonesia Mining said that 

tax transparency, which is one of the key 

metrics of Environmental, Social and Good 

Governance (ESG) ratings, allows mining 

companies to make significant financial 

contributions to society. it can also have an 

impact on society psychologically such as 
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stress and on their self-esteem (Suhron, 2016; 

2017;2018), especially in taxation in Indonesia. 

“Only 30% of the 40 biggest firms will use 

transparent tax reporting in 2020, despite the 

fact that it is a vital tool for businesses to show 

their commitment to ESG problems. He stated 

in a public speech on Monday, February 8, 

2021. (BPS,  2021). 

Many factors affect tax avoidance, one of 

which is profitability. Profitability can be 

composed of various metrics, one in all that’s 

the return on assets (ROA). The better this 

metric will be better the company is performing 

by using its assets to bring on net income. A 

company's profitability hurts its effective tax 

rate, therefore its effective tax rate is lower 

since the more efficient it is, the less tax it pays 

(Derazhid and Zhang, 2003; Mahdiana, 2020; 

Praditasari et al 2017; Purnamasari et al 2015). 

Leverage is another aspect that influences tax 

evasion. It consists of several indicators one of 

which is the debt-to-equity ratio. Under section 

36 article 6 paragraph (1) letter A of the Income 

Tax Act 2008, the debt interest is a deductible 

cost for the reason of calculating tax (tax-

deductible). Therefore, organizations that have 

excessive tax expenses could form tax financial 

assets by including company liability. 

One of the reasons why a company is profitable 

is because of its high volume of sales, the high 

and low sales can be measured through the 

sales growth ratio. Sales growth indicates that a 

firm is able to maintain its position in the 

market and follow general economic trends 

(Oktamawati, 2017; Silviana, 2021; Stickney, 

1982).  

As turnover increases, tax avoidance increases. 

This is because as sales increase, profits also 

increase, resulting in higher tax payments. 

Hence, companies are working combating tax 

evasion so that the impact on businesses is not 

too great. 

Previous research related to tax avoidance has 

various results and conclusions. Many 

variations of the outcomes from the previous 

studies have attracted many researchers to 

conduct this study whose purpose is to decide 

the impact of return on assets, debt-to-equity 

ratio, and sales growth on tax avoidance. 

Numerous elements could affect the extent of 

company tax avoidance that causes reduced 

income from the tax sector. 

LITERATURE REVIEW AND 

HYPOTHESIS 

Return On Assets (ROA) 

The return On Assets ratio measures the rate of 

return on each rupiah invested in assets. 

(Kasmir, 2018). Agency theory incentivizes 

agents to build up corporate profits, therefore 

when corporate profits increase, the income tax 

rates increase (Darmawan and Sukartha, 2014). 

The more the ROA value, the greater the firm's 

net profit and the more prudent the investment 

the company is. (Kurniasih and Sari, 2013). 

Debt to Equity Ratio (DER) 

The relationship between a company's debt and 

equity is described by the leverage ratio. This 

ratio shows how much the company has raised 

from debt or outward participants, and the 

company’s capacity is expressed in equity.  A 

righteous establishment should have more 

capital structure than debt. (Harahap: 2016). A 

high level of leverage with the projected DER 

indicates that the corporate is more dependent 

on funding than debt. The more debt a company 

has, the higher the interest paid. The interest 

expense is one of the advantages for the 

company to reduce its taxes. An establishment 

with raised leverage leans to do tax avoidance 

since the tax incentives on interest expense are 
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obtained by companies in reducing the tax 

burden (Ariawan & Setiawan, 2017). 

Sales Growth 

Sales growth describes how much a company 

can increase its revenue compared to its total 

revenue (Horne and Wachowicz, 2012One 

growth ratio that is helpful for evaluating a 

company's financial success is sales growth. 

Sales growth may be used to show the 

company's ability to increase income levels 

over time (Oktamawati, 2017). Research 

(Purwanti and Sugianti, 2017) illustrates that 

tax avoidance is influenced by sales growth by 

calculating the effective tax rate. The 

progressive sales this year consideration to the 

year-earlier then the sales growth ratio is 

getting higher and the profit too. This is in line 

with the increased tax expense that will be 

borne by the company which causes tax 

avoidance actions. 

According to the given description, the 

following research hypotheses are: 

H1: Return on assets impacts Tax Avoidance 

H2: Debt to Equity Ratio impacts Tax 

Avoidance 

H3: Sales Growth impacts Tax Avoidance 

RESEARCH METHODS 

Research Approach 

This type of study uses a quantitative approach 

and is explanatory. The goal of this study is to 

elaborate on the placement of the investigated 

variable and how it links to other factors 

(Sugiyono 2017:6). 

Data and Sources of Data 

The secondary data used in this study is 

quantitative and was obtained from other 

sources. Financial document releases on 

mining businesses listed on the Indonesian 

Stock Exchange served as the study's secondary 

data. During the observation period, data 

sources included the official website of the 

Indonesia Stock Exchange (www.idx.co.id) 

other pertinent sources. 

Population, Sample 

Population 

According to Sugiyono (2017:80), a population 

is a category of things or persons that display 

particular traits and criteria, which researchers 

examine and draw conclusions about. 54 

mining businesses that were listed on the 

Indonesian Stock Exchange between 2017 and 

2020 make up the study's population. 

Sample  

Purposive sampling is the method used in this 

study to choose the sample, which is done in 

accordance with guidelines or standards. The 

following criteria were used to select the 

study's samples: 

Table 1 Criteria Sample 

Criteria Total 

Listed on the Indonesian Stock 

Exchange was a mining firm (IDX). 
54 

1. Mining companies indexed on the 

IDX after 2017 
(11) 

2. Mining companies that don’t 

publish complete audited financial 

reports for 2017 – 2021 

(5) 

3. Mining companies suffer losses in 

2017-2021 
(20) 

4. Mining companies that present 

annual financial reports in the 

rupiah currency 

(7) 

Total companies 11 

Operational Variable 

Tax Avoidance 

According to (Rist and Pizzi, 2014:54; Faizah, 

2017), the effective tax rate takes into account 
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the variations in tax rates imposed by several 

domestic and international tax jurisdictions on 

a company's income. Companies are using tax-

reduction methods as well, and the yearly 

average tax rate (or effective tax rate) should be 

divided by pre-tax earnings to determine the 

rate (Aulia et al, 2020). 

ETR = 
𝑻𝑨𝑿 𝑬𝑿𝑷𝑬𝑵𝑺𝑬

𝑷𝑹𝑬𝑻𝑨𝑿 𝑰𝑵𝑪𝑶𝑴𝑬
 

Return On Asset 

Kasmir (2018:202; Cashmere, 2018) The return 

on assets ratio details the amount of profit made 

for each rupiah invested in assets.. 

ROA = 
𝑬𝑨𝑹𝑵𝑰𝑵𝑮𝑺 𝑨𝑭𝑻𝑬𝑹 𝑻𝑨𝑿

𝑻𝑶𝑻𝑨𝑳 𝑨𝑺𝑬𝑻
 

Debt to Equity Ratio 

Fahmi (2018:128) stated that a debt-to-equity 

ratio is described as a metric used in financial 

statement analysis to indicate the number of 

assurances that is accessible to creditors 

DER = 
𝑻𝑶𝑻𝑨𝑳 𝑳𝑰𝑨𝑩𝑰𝑳𝑰𝑻𝑰𝑬𝑺

𝑻𝑶𝑻𝑨𝑳 𝑺𝑯𝑨𝑹𝑬𝑯𝑶𝑳𝑫𝑬𝑹′𝑺𝑬𝑸𝑼𝑰𝑻𝒀
 

Sales Growth 

Horne dan Wachowicz (2012:21) and Gupta 

(1997) stated that Sales growth shows how 

much a company can extend its revenue 

compared to its total revenue. 

Sales Growth  = 
𝑺𝒂𝒍𝒆𝒔𝒕−𝑺𝒂𝒍𝒆𝒔𝒕−𝟏

𝑺𝒂𝒍𝒆𝒔𝒕−𝟏
 

Data Analysis Techniques 

Panel Data Analysis 

Ghozali (2013:54) stated that panel data 

(pooled data) are data that combine two 

elements: time series and cross-section. Three 

tests were used to select the technique for 

estimating panel data. The tests are the 

Lagrange multiplier test, the Hausman test, and 

the Chow test. 2017 (Widarjono). 

The regression equation in this study is: 

Y = 𝛼 + ß 1X1+ ß 2X2+ ß 3X3+ 𝑒 

Information:   

Y = Tax Avoidance  

𝛼 = Constant  

X1 = Return on Assets  

X2 = Debt to Equity ratio 

X3 = Sales growth  

ß = Regression coefficient independent 

variabel 

𝑒  = Error Term 

a. Model Specification Test   

b. The Chow Test, Hausman Test, and 

Lagrange Multiplier Test were utilized by the 

authors to determine which model would be 

most appropriate for this investigation. 

c. Selection of Panel Data Estimation 

Method  

There are three methods of applying and 

estimating panel data: three types of effects 

exist: common, fixed, and random. 

Classical Assumption Test 

Classical hypothesis testing is a prerequisite to 

panel data regression analysis. Before assessing 

the hypotheses put out in a research, 

conventional assumptions including normality 

tests, multicollinearity tests, heteroscedasticity 

tests, and autocorrelation tests should be 

evaluated. 

t-Test 

The purpose of this test is to determine if each 

independent variable (return on asset, debt to 

equity ratio, and sales growth) has a partial 

influence on tax evasion that is partially 

significant. 
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Result 

Determination of Analysis Model 

Chow test 

To determine whether the model is examined 

using the common effect technique or the fixed 

effects method, a chow test is satisfied. The 

following assumptions are used in this test, 

which is conducted using the F-Stat test 

protocol: 

HO: Common Effect Model  

H1: Fixed Effect Model   

The Chow Test findings are as follows:   

Table 2 Chow Test Result 

 

 

 

 

 

The P-Value for the EViews 9 findings after 

processing is 0.000. The Chow test findings 

provide the conclusion that HO is rejected if the 

P-Value is less than 0.05. The fixed effects 

model thus provides the greatest match 

between the common effects (PLS) and the 

fixed effects. 

 

Hausman Test 

Hausman test is used to select the best method 

among fixed and random effects models. This 

test follows a chi-square distribution with the 

hypothesis:   

HO: Random Effect Model  

H1: Fixed Effect Model   

The results of the Hausman Test are as follows: 

Table 3 Hausman Test 

 

The results of this test, or the probability 

values, are displayed in Eviews 9 above. This 

number represents the Hausman test's p-value, 

which was 0.0013 as a result of the test. If the 

P-value is 0.0013 and 0.05, the hypothesis is 

rejected. so, a fixed effect is the most effective 

technique to employ. 

The Panel Data Regression Model Used 

Fix Effect Model  

Fix Effect Model estimation outcomes from the 

impact of ROA, DER, and Sales Growth on 

Tax Avoidance in the form of equations:   

Tax Avoidance = -0,814 +1,221X1 – 0,819X2 

– 0,177X3 + e 

Table 4 Fix Effect Model 

 

Classic Assumption Test 

1. Multicollinearity Test 
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Table 5 Multicollinearity Test 

 

VIF values for each variable are < 10, So the 

model hasn’t issues with multicollinearity. 

2. Heteroscedasticity Test 

Obs * R-squared is the necessary outcome from 

the test's findings, and the following hypothesis 

must be true.:   

Table 6 Heteroscedasticity Test 

 

The Breusch-Pagan-Godfrey result indicates 

that the X variables are greater than Alpha since 

the probability value of the F-Statistics is more 

than Alpha (0.05), or 0.0719. (0.05). 

Heteroscedasticity is not a problem with the 

data. 

3. Autocorrelation 

The Durbin-Watson test may be used to 

demonstrate the autocorrelation test.   

Table 7 Autocorrelation Test 

 

Gujarati (2003) One manner to autocorrelation 

indications is to use the Durbin-Watson method 

with the condition that DW > 2, then there is no 

autocorrelation. The processing results show 

that the statistical value of Durbin-Watson 

(DW) = 2,168, so DW > 2, It was determined 

that no autocorrelation existed. 

4. Normality Test 

Table 8 Normality Test Result 

 

The outcome of checking the normality of the 

data using the Jarque-Berra method and from 

the table above, it can be shown that the 

residual important value is 0.000149. This 

indicates that the residual significance value is 

<0.05 and the distribution of the data does not 

meet the normality assumption. 

However, according to Gujarati (2003), the 

normality assumption can be relaxed if the 

sample size is fairly large. There are many large 

sets of cross-sectional and time series data with 

a sizeable number of observations, thus, the 

normality assumptions may not be very 

important for large data sets. And according to 

Ghasemi (2012), if the sample size is large 

enough (>30 or 40), violating the normality 

shouldn’t cause much trouble. This means that 

parametric methods can be used even if the data 

are not commonly categorized. Given a sample 

of hundreds of observations, the distribution of 

the data can be ignored.  
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Thus, from this explanation, it can be 

concluded that even if the outcome of the 

EViews normality test is not commonly 

categorized, the results of the normality 

assumption can be ignored when the study 

sample exceeds 30 or 40. 

t Test 

The significance level for the test was set at a = 

0.05. The following criteria are used to decide 

whether to accept or reject a hypothesis.: 

a. Ho accepted if -table ≤ t statistic ≤ t 

table  

There is no impact of variables  X1, X2, X3 on 

variable Y 

b. Ho rejected if t statistic < -t table atau t 

statistic > t table 

There is an impact of variables X1, X2, and X3 

on variable (Y). 

The outcome of the t-test in table 4 are the 

results acquired from the comparison of 

tstatistic with ttable for: 

1. Return On Assets: ttable (1,675) > 

tstatistic 1,031) or  tstatistic (1,031) < ttable 

(1,675). So, Ho is in the accepted region 

2. Debt To Equity Ratio: -ttable (-1,675) < 

tstatistic (-2,171) or tstatistic (2,171) > ttable 

(1,675). So, Ho is in the rejection region 

3. Sales Growth are -ttable (-1,675) < 

tstatistic (-1,709) or  tstatistic (1,709) > ttable 

(1,675). So, Ho is in the rejection region 

Discussion 

Overall, it may be understood as follows::   

1. Impact of Return on Assets (ROA) on 

Tax Avoidance  

the conclusions reached after comparing of 

tstatistic with ttable are HO acceptance because 

ttable (1,675) > tstatistic 1,031) or tstatistic 

(1,031) < ttable (1,675) then the hypothesis can 

be concluded that there is no impact between 

ROA to Tax Avoidance. The findings of this 

study are in line with other research studies 

(Fajarwati and Ramadhanti, 2021) and (Akbar 

et al, 2021; Handayani, 2017) showing that 

ROA has no impact on tax avoidance. 

2. Impact of Debt-to-Equity Ratio (DER) 

on Tax Avoidance 

The outcomes obtained from the comparison of 

tstatistic with ttable are HO rejected because -

ttable (-1,675) < tstatistic (-2,171) or tstatistic 

(2,171) > ttable (1,675) then the hypothesis can 

be concluded that DER impacts to Tax 

Avoidance. Decisions, where debt financing 

exists, increase externally funded interest 

expense. Higher interest costs reduce the tax 

burden owed, and lower tax burdens encourage 

managers to be more cautious in their tax 

avoidance activities. This study's findings are 

in line with other research studies (Wahyuni 

and Wahyudi, 2021) and (Rosa et al, 2022; Sari 

et al, 2021; Setiawan et al, 2016) demonstrating 

how DER affects tax evasion. 

3. Impact of sales growth on tax avoidance  

The outcomes obtained from the comparison of 

tstatistic with ttable are HO rejected because -

ttable (-1,675) < tstatistic (-1,710) or tstatistic 

(1,710) > ttable (1,675). then the hypothesis can 

be concluded that Sales Growth impacts Tax 

Avoidance (Andy, 2018; Ariani et al, 2018; 

Hanlon et al, 2010). The corporate tax rate will 

be higher. Sales also affect the amount of profit, 

so the tax burden also increases. (Purwanti and 

Sugiyarti, 2017). This study's findings are in 

line with other research studies (Ainniyya et al, 

2021) and (Hidayat, 2018) showing that Sales 

Growth has an impact on tax avoidance.  
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Conclusion and recommendation 

Conclusion 

According to the conclusion of the analysis of 

tests and discussions that have been described, 

the following conclusions can be drawn: 

1. Return on assets (ROA) doesn’t impact 

tax avoidance  

2. Debt to Equity Ratio impacts Tax 

Avoidance 

3. Sales Growth impacts Tax Avoidance 

Recommendation 

Considering the analysis and discussion, the 

suggestions that can be used as input are as 

follows: 

1. Limitations in this study, tax avoidance 

here is only based on financial statements that 

do not describe the real situation because data 

about tax avoidance is difficult to obtain. So, It 

is anticipated that it would be able to make use 

of actual situations, such as questionnaire data 

or open interviews pertaining to tax evasion. 

2. Further research should consider other 

variables (independent variables) that impact 

dependent variables beyond those used in this 

research. 

3. Further researchers advised increasing 

the research period by at least 7 years to be able 

to see the behavior of companies related to the 

degree of tax evasion so that the research 

findings can be broadly applied, in addition that 

the sample can be extended to include other 

industries other than the mining industry. 

Longer time frames and the expansion of the 

sample industry may notice quite significant 

changes related to tax reform to the level of tax 

avoidance. 
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