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Abstract: Tax avoidance practices are a crucial issue in the tax system because companies
often exploit regulatory loopholes to minimize their tax liabilities without directly violating the
law. This study aims to analyze the determinants of tax avoidance in property and real estate
companies listed on the Indonesia Stock Exchange by examining the influence of profitability,
leverage, and company size through a literature review approach. The research method used is
a qualitative approach with a literature study technique that examines various relevant previous
studies. The type of data used is secondary data obtained from various reputable scientific
publication sources, such as journals indexed by Elsevier, Sage, Springer, Web of Science,
Ebsco, Copernicus, Sinta, and Google Scholar. Data analysis is carried out descriptively
qualitatively through the process of identification, review, and synthesis of previous research
findings related to the variables of tax avoidance, profitability, leverage, and company size.
The results of the study indicate that profitability, leverage, and company size have an influence
on tax avoidance behavior in property and real estate companies.
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INTRODUCTION

Taxes are a very important source of state revenue in supporting development financing,
providing public services, and improving public welfare (Isnaeni et al., 2021). Through tax
revenue, the government can finance various development programs in various sectors, such
as infrastructure, education, health, and other social services. Therefore, an effective tax system
and taxpayer compliance are crucial factors in maintaining a country's fiscal stability (Saqila
et al., 2024).

In developed countries, the tax rates imposed on companies or business entities are
generally relatively high because corporate tax is a major contributor to state revenue. This
situation encourages companies to implement various tax management strategies to reduce
their tax burden, both through legal tax planning and by utilizing various provisions in
applicable tax regulations (Nawangsih et al., 2024)
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Due to the high taxes imposed by the government, companies employ tax management
strategies, which are realized through tax avoidance practices, namely efforts made by
companies to minimize tax liabilities by exploiting loopholes or weaknesses in tax regulations
without directly violating applicable laws. Tax avoidance practices are a critical issue in the
global tax system because many companies exploit the complexity of tax regulations to reduce
their tax burden. This phenomenon occurs not only in developed countries but also becomes a
concern in various developing countries, including Indonesia (Garg et al., 2022).

In Indonesia, the tax imposed on companies or business entities is generally in the form
of Corporate Income Tax (PPh), calculated based on the company's taxable profit. The large
tax burden that companies must bear often encourages management to implement various tax
planning strategies to reduce the amount of tax payable. This situation makes tax avoidance an
increasingly complex phenomenon, as it involves various managerial decisions related to
financial policies, capital structure, and the characteristics of the company itself (Suryatimur et
al., 2022).

As for research conducted by Wildan, (2024), regarding the factors that are obstacles to
the operations of the largest companies, namely the tax ratio and tax administration, this is
shown in Figure 1 below:

Things that Become Operational Obstacles for the Company (Percent)

34 337
I I 26‘1 ] ] ]

Tax Ration  Tax Administration Courts Transport Workforce Electricity
Education

i e - = B FC R PR,
= V]

(=

Percentage (%)

Types of Obstacle

Source: (Wildan, 2024)
Figure 1. Things That Are Obstacles to Company Operations (Percent)

Figure 1 shows various factors that hinder a company's operations. The tax ratio and tax
administration are the most significant obstacles compared to other factors. A high tax ratio
indicates the significant tax burden a company must bear on its profits, which can reduce its
ability to expand, invest, or improve operational performance (Lim & Rokhim, 2021).

This situation encourages companies to seek more efficient tax management strategies to
reduce the pressure of their tax burdens. One frequently employed strategy is tax avoidance,
which is an attempt to minimize tax liabilities by exploiting loopholes in tax regulations
without directly breaking the law (Darsani & Sukartha, 2021). Therefore, the magnitude of the
obstacles originating from the tax ratio and tax administration as shown in Figure 1 can be one
of the factors that encourage companies to engage in tax avoidance practices, including
companies in the property and real estate sector.
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ETR Value Data of Property and Real Estate Companies Listed on the IDX 2016-
2020
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Figure 2. ETR Value Data of Property and Real Estate Companies Listed on the IDX in 2016-2020

Figure 2 shows the Effective Tax Rate (ETR) data for property and real estate companies
listed on the Indonesia Stock Exchange during the 2016—2020 period. The ETR value reflects
the ratio between a company's tax burden and its pre-tax profit. In general, an ETR value lower
than the applicable tax rate indicates tax avoidance practices, as the company pays relatively
less tax compared to its profits. Based on the data in the figure, it can be seen that the ETR
values of property and real estate companies tend to be relatively low and fluctuate throughout
the observation period.

This condition indicates that companies in the property and real estate sector have a
relatively high tendency to engage in tax avoidance practices. Low ETR values can be caused
by various tax planning strategies employed by companies to legally minimize tax liabilities,
such as utilizing tax incentives, managing financing structures, and managing the timing of
revenue and expense recognition. Therefore, the data in Figure 2 indicates that the property
and real estate sector is one of the sectors with a relatively high level of tax avoidance, making
it interesting to further analyze the influencing factors, such as profitability, leverage, and
company size (Rinanda & Yuli Ardiany, 2020).

Based on these conditions, this study aims to analyze the determinants of tax avoidance
in property and real estate companies listed on the Indonesia Stock Exchange through a
literature review approach, focusing on the influence of profitability, leverage, and company
size.

Based on the above background, the following research questions are formulated to
generate hypotheses for further research, specifically for property and real estate companies
listed on the Indonesia Stock Exchange: 1) Does profitability influence tax avoidance
behavior?; 2) Does leverage influence tax avoidance behavior?; 3) Does company size
influence tax avoidance behavior?

METHOD

This study uses a qualitative approach with a literature review method. The qualitative
approach was chosen because this study aims to comprehensively understand the determinants
of tax avoidance in property and real estate companies listed on the Indonesia Stock Exchange
through a review of various relevant previous studies. The literature review method was used
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to identify, analyze, and synthesize the results of previous studies related to the influence of
profitability, leverage, and company size on tax avoidance practices (Zulfikar et al., 2024).

The type of data used in this study is secondary data. The research data sources come
from various national and international scientific journal databases with high academic
reputations and credibility (Elsevier, Sage, Springer, Web of Science, Sinta, Ebsco,
Copernicus, and Google Scholar) (Susanto et al., 2024).

The data analysis technique used in this study is qualitative descriptive analysis. This
analysis is conducted by reviewing, interpreting, and synthesizing various previous research
findings relevant to the research topic. The analysis process begins by identifying key concepts
related to the variables of tax avoidance, profitability, leverage, and company size.

RESULT AND DISCUSSION
Results

Based on the problem formulation above, the results of applied theory in this literature
study are as follows:

Tax Avoidance

Tax avoidance is an effort made by taxpayers, particularly companies, to minimize their
tax burden by exploiting loopholes or weaknesses in applicable tax regulations without directly
violating the law. Companies typically engage in tax avoidance by optimizing various
accounting and financial policies that can reduce taxable income, such as utilizing tax
incentives, scheduling revenue and expense recognition, using asset depreciation methods, and
managing the company's financing structure (Kawuryan & Puryandani, 2023).

Indicators or dimensions contained in the Tax Avoidance variable include: 1) Effective
Tax Rate: Measures how much tax percentage is actually paid from total profit before tax. A
lower ETR value indicates a higher level of tax avoidance; 2) Cash Effective Tax Rate:
Calculates the amount of cash spent to pay taxes divided by profit before tax. This indicator is
more accurate in seeing the real cash flow for taxes without the effect of deferral; 3) Book-Tax
Differences: The difference between accounting profit (according to commercial) and fiscal
profit (according to tax rules). Large differences are often indicated as aggressive tax planning
activities; 4) Current Tax Effective Tax Rate: Focuses on the current tax expense reported in
the income statement compared to profit before tax (Putri & Nurdin, 2023).

The Tax Avoidance variable is relevant to previous research conducted by: (Prasetya &
Muid, 2022), (Koay & Sapiei, 2025), (Garg et al., 2022).

Profitability

Profitability is a company's ability to generate profit from its operational and business
activities within a specific period. Profitability is a key indicator for assessing a company's
financial performance because it reflects the extent to which the company is able to manage its
resources effectively and efficiently to generate profits. The higher a company's profitability,
the better its ability to generate profits from its assets, capital, and sales (Sudrajat & Setiyawati,
2021).

Indicators or dimensions contained in the Profitability variable include: 1) Return on
Assets: Measures the company's effectiveness in using all its resources (assets) to generate net
profit; 2) Return on Equity: Measures the company's ability to generate profits for shareholders
based on invested capital. This is a key indicator for investors; 3) Net Profit Margin: Shows
the percentage of net profit earned from each rupiah of sales. This indicator reflects the
efficiency of the company's operational costs; 4) Gross Profit Margin: Measures the difference
between net sales and the cost of goods sold, indicating production efficiency before
administrative costs and taxes (Widjanarko et al., 2022).
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The Profitability variable is relevant to previous research conducted by: (Simanullang &
Chandra, 2021), (Citra Wulandari et al., 2022), (Cheema et al., 2021).

Leverage

Leverage is a financial ratio used to describe the extent to which a company uses debt
funding to finance its operational and investment activities. In other words, leverage indicates
the company's level of dependence on external funding sources, such as banks, financial
institutions, and other creditors. The use of leverage in a company's capital structure can
provide benefits in the form of increased funding capacity, enabling the company to expand its
business activities, make investments, and increase profit potential (Bon & Hartoko, 2022).

Indicators or dimensions contained in the Leverage variable include: 1) Debt to Equity
Ratio: The ratio that compares total debt to total equity. A high DER indicates a greater
financial risk for the company; 2) Debt to Asset Ratio: Measures what portion of total assets is
financed by debt. This indicator provides an overview of the security of long-term creditors; 3)
Long Term Debt to Equity Ratio: Focuses on the proportion of long-term debt (such as bonds
or long-term bank loans) to equity; 4) Times Interest Earned Ratio: Measures the company's
ability to pay interest expenses from operating profit before interest and taxes (EBIT) (Darsani
& Sukartha, 2021).

The Leverage variable is relevant to previous research conducted by: (Yustrianthe &
Fatniasih, 2021), (Fransiska & Nilwan, 2023), (Cahyanto & Manasari, 2021).

Company Size

Company size is an indicator used to describe the size of a company, which can be seen
from various aspects, such as total assets, total sales, number of employees, and market
capitalization. In accounting and financial research, company size is often used as a variable to
describe a company's operational capacity, level of business complexity, and economic
strength (Supriyadi & Setyorini, 2020).

Indicators or dimensions contained in the Company Size variable include: 1) Total
Assets: Total assets are the most commonly used measure to indicate the size of a company.
Companies with large total assets usually have more resources to carry out their operational
activities; 2) Total Sales: The amount of total sales can also be used to describe the size of the
company. The higher the sales value generated, the larger the scale of the company's
operations; 3) Market Capitalization: Market capitalization indicates the value of the company
based on the stock price in the market multiplied by the number of shares outstanding. This
indicator is often used to assess the size of companies that have gone public; 4) Natural
Logarithm of Total Assets: In financial research, company size is often measured using the
natural logarithm of total assets. The use of logarithms aims to stabilize data and reduce
excessively large differences in value between companies (Kartika et al., 2023).

The Company Size variable is relevant to previous research conducted by: (Prang et al.,
2024), (Ardiansyah et al., 2024), (Syahreza & Fitria, 2023).

Previous Research
Based on the findings above and previous research, the research discussion is formulated
as follows:

Table 1. Relevant Previous Research Results

No Author (Year) Research Results Similarities with this study Differences with this Hypothesis
research
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1 (Gultom, 2021) Profitability, Leverage The similarities with this The difference with this HI
and Liquidity variables research are in the independent research is in the other
influence Tax Avoidance variables of profitability and independent variables,

leverage, and the dependent namely Liquidity
variable of Tax Avoidance
2 (Yustrianthe  Sales Growth, Leverage The similarities with this The difference with this H2
& Fatniasih, and Profitability research are in the independent research is in the other
2021) Variables  berpengaruh variables  Leverage  and independent variables,
terhadap Tax Avoidance Profitability, the dependent namely Sales Growth
variable Tax Avoidance
3 (Amelia & Independent The similarities with this The difference with this H3
Febyansyabh, Commissioner, Leverage research are in the independent research is in the other
2023) and Company Size variables  Leverage and independent variables,
Variables Influence Tax Company Size, the dependent namely  Independent
Avoidance variable Tax Avoidance Commissioners
Discussion

Based on the problem formulation, research objectives and research results above, the
discussion in the research which focuses on property and real estate companies listed on the
Indonesian Stock Exchange is as follows:

The Effect of Profitability on Tax Avoidance

Based on a literature review and relevant previous research, it was found that profitability
influences tax avoidance in property and real estate companies listed on the Indonesia Stock
Exchange. The greater the company's profits, the more aggressive it is in engaging in tax
avoidance.

To reduce and eliminate tax avoidance behavior, management or leaders of property and
real estate companies listed on the Indonesia Stock Exchange need to pay attention to their
company's profitability levels, which include: 1) Return on assets: Management must optimize
the use of company assets to generate profits. Leaders must ensure that asset efficiency is not
achieved by manipulating depreciation expenses or unreasonable asset acquisition costs to
understate taxable profits; 2) Return on equity: Management must ensure that efforts to meet
shareholder dividend expectations are not carried out through aggressive tax planning strategies
that risk damaging the company's long-term reputation; 3) Net profit margin: Leaders must
closely monitor the net profit margin (NPM) to ensure that the profit margin obtained is derived
from actual cost efficiency, not from the manipulation of excessive deductible expenses. 4)
Gross profit margin: Transparent management in managing GPM will more easily account for
its tax obligations because a stable gross margin indicates healthy and fair business practices.

If the management or leadership of property and real estate companies listed on the
Indonesia Stock Exchange are able to continuously pay attention to four profitability indicators,
it will negatively impact tax avoidance behavior, including: 1) Effective tax rate: The
company's ETR value will move closer to the statutory tax rate (the official government rate).
This indicates that the company is no longer aggressively exploiting regulatory loopholes to
unfairly reduce its tax burden; 2) Cash effective tax rate: An increase in CETR reflects that the
cash actually paid for taxes is aligned with the profit earned. This indicates cash flow
transparency and high compliance with actual tax obligations; 3) Box tax differences: Honest
profitability management will narrow the difference between accounting (commercial) profit
and tax (fiscal) profit. A low BTD minimizes tax authorities' suspicion of earnings management
aimed at tax avoidance. 4) Current tax-effective tax rate: Companies will appear more
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consistent in their tax contributions without excessive tax deferrals through complex
accounting schemes.

The results of this study align with previous research conducted by (Gultom, 2021), (Putri
& Nurdin, 2023), which states that there is an influence between profitability and tax avoidance
actions of property and real estate companies listed on the Indonesian Stock Exchange.

The Effect of Leverage on Tax Avoidance

Based on a literature review and relevant previous research, it was found that leverage
influences tax avoidance in property and real estate companies listed on the Indonesia Stock
Exchange.

To reduce and eliminate tax avoidance behavior, management or leaders of property and
real estate companies listed on the Indonesia Stock Exchange need to pay attention to their
company's leverage level, which includes: 1) Debt-to-equity ratio: Management must maintain
a balance between total debt and equity. Leaders must ensure the DER is within industry-
standard limits to avoid arousing suspicion from tax authorities; 2) Debt-to-asset ratio:
Management must monitor the DAR to ensure the company's solvency. Proportional debt-to-
asset use indicates a company's strong fundamentals, thus making tax planning more defensive
and compliant, rather than aggressive; 3) Long-term debt-to-equity ratio: Management must
manage long-term debt (such as construction loans or bonds) carefully. Leaders must ensure
that debt contracts are not solely motivated by tax shields, but are truly for the sustainability of
the project. 4) Times Interest Earned Ratio: Management must maintain a healthy TIER to
achieve financial flexibility and a good reputation with creditors and the tax authorities.

If the management or leadership of property and real estate companies listed on the
Indonesia Stock Exchange consistently pay attention to four leverage indicators, it will
negatively impact tax avoidance behavior, including: 1) Effective Tax Rate: Reasonable debt
management will keep the company's ETR stable and within the applicable corporate tax rate.
This indicates that the company is not manipulating interest expenses to lower taxes; 2) Cash
Effective Tax Rate: An increase in the CETR indicates that the company is depositing tax cash
in line with its actual profit profile. Honest leverage management ensures that the company's
cash flow is utilized not only for debt and interest payments but also for state obligations; 3)
Box Tax Differences: A healthy leverage strategy will minimize the difference between
commercial profit and taxable profit. This occurs because the interest expense reported in the
financial statements aligns with the tax deduction provisions permitted under tax law. 4)
Current tax-effective tax rate: Property companies that manage debt well will not fall into
aggressive tax planning schemes that aim to excessively defer taxes through interest expense
manipulation.

The results of this study align with previous research conducted by (Yustrianthe &
Fatniasih, 2021), (Nurdiono et al., 2021), which states that there is an influence between
leverage and tax avoidance actions of property and real estate companies listed on the
Indonesian Stock Exchange.

The Effect of Company Size on Tax Avoidance

Based on a literature review and relevant previous research, it was found that company
size influences tax avoidance in property and real estate companies listed on the Indonesia
Stock Exchange.

To reduce and eliminate tax avoidance behavior, management or leaders of property and
real estate companies listed on the Indonesia Stock Exchange need to pay attention to their
company size, which includes: 1) Total assets: Management must ensure that asset growth is
accompanied by transparent reporting. Leaders need to avoid practices such as asset valuation
manipulation or revaluation schemes that aim solely to create false depreciation charges to
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suppress taxable profit; 2) Total sales: Management must manage revenue recognition in
accordance with applicable accounting standards (PSAK). Large companies with high sales
must demonstrate proportional tax contributions, rather than exploiting unfair promotional or
marketing expenses to erode taxable profit; 3) Market capitalization: Leaders must maintain
integrity by refraining from aggressive tax avoidance practices that could damage the
company's image if detected by authorities. Investors tend to avoid companies with high tax
risks. 4) Natural logarithm of total assets: Management uses this parameter to benchmark tax
compliance with similar companies in the real estate industry, ensuring that the company's tax
burden remains within the industry's reasonable range.

If the management or leadership of property and real estate companies listed on the
Indonesian Stock Exchange consistently pay attention to four indicators of company size, it
will negatively impact tax avoidance behavior, including: 1) Effective tax rate: Large
companies will have a more stable ETR. This indicates that the company does not use its
political power or economies of scale to lobby or seek risky tax loopholes, but rather pays taxes
at the appropriate rate; 2) Cash effective tax rate: An increase in the CETR demonstrates that
the company's asset and sales growth is accompanied by cash tax payments to the government.
This indicates sound cash management and good corporate social responsibility; 3) Box tax
differences: Large, orderly companies will have minimal differences between commercial
profit and taxable profit. Large companies are typically accompanied by tighter internal control
systems, thus minimizing accounting manipulation for tax purposes. 4) Current tax-effective
tax rate: Large, compliant property companies will appear more professional and have a lower
audit risk from the Directorate General of Taxes.

The results of this study align with previous research conducted by (Sulaeman, 2021),
(Ainniyya et al., 2021), (Rahmawati & Nani, 2021), which states that there is an influence
between company size and tax avoidance actions of property and real estate companies listed
on the Indonesian Stock Exchange.

Conceptual Framework

The conceptual framework is determined based on the formulation of the problem,
research objectives and previous research that is relevant to the discussion of this literature
research:

g /

Figure 3. Conceptual Framework

Based on Figure 3 above, profitability, leverage, and company size influence tax
avoidance practices in property and real estate companies listed on the Indonesia Stock
Exchange. However, in addition to profitability, leverage, and company size, other variables
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influence tax avoidance practices in property and real estate companies listed on the Indonesia
Stock Exchange, including:
1) Corporate Governance: (Ali & Saputra, 2023), (Ariyani & Putri, 2023), (Agussalim
et al., 2020).
2) Company Ownership Structure: (Al Amosh & Khatib, 2022), (Handoyo et al., 2023),
(Nguyen et al., 2021).
3) Audit Quality: (Damayanti, 2022), (Yustari et al.,, 2021), (Wulandari, 2021),
(Budiantoro et al., 2021).

CONCLUSION

T Based on the problem formulation, results and discussion above, the conclusions from
the literature review research with case studies on property and real estate companies listed on
the Indonesia Stock Exchange are as follows:

1) Profitability influences the tax avoidance behavior of property and real estate
companies listed on the Indonesia Stock Exchange. High profitability can encourage
companies to employ tax avoidance strategies to reduce their tax burden.

2) Leverage influences the tax avoidance behavior of property and real estate companies
listed on the Indonesia Stock Exchange. The use of leverage in the capital structure
provides benefits in the form of a tax shield through interest expenses, which can
reduce taxable profit.

3) Company size influences the tax avoidance behavior of property and real estate
companies listed on the Indonesia Stock Exchange. Company size also influences the
tendency of companies to engage in tax planning because larger companies have
greater resources and operational complexity.
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