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This study aims to analyze the effect of 
profitability and sales growth on Tax Avoidance, 
with firm size as a moderating variable in 
manufacturing companies listed on the Indonesia 
Stock Exchange (IDX) during the 2020–2024 
period. This research employs a quantitative 
approach using a purposive sampling method. 
The sample consists of 24 companies with a total 
of 120 observations. The data used are secondary 
data obtained from companies’ annual financial 
statements. The data analysis methods applied are 
panel data regression and Moderated Regression 
Analysis (MRA). The results indicate that 
profitability has no effect on Tax Avoidance, while 
sales growth has a negative effect on Tax 
Avoidance. Furthermore, firm size is proven to 
moderate the relationship between the 
independent variables and Tax Avoidance, where 
firm size strengthens the effect of profitability on 
Tax Avoidance, but weakens the effect of sales 
growth on Tax Avoidance. These findings suggest 
that Tax Avoidance practices are not only 
influenced by a company’s financial performance 
but also by firm characteristics, such as firm size, 
in determining tax policies 
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INTRODUCTION 
Indonesia's realized tax revenue fluctuated between 2020 and 2024. In 

2020, tax revenue reached only 91.50% of the target owing to the effects of the 
COVID-19 pandemic, which suppressed economic activity and prompted the 
government to offer various tax incentives. Although tax revenue recovered and 
even exceeded targets during the 2021–2024 period, Indonesia lags behind the 
rest of ASEAN in tax revenue relative to GDP. OECD data indicates that 
Indonesia's tax-to-GDP ratio in 2024 was only 10.12%, suggesting that the tax 
contribution to the national economy is not yet optimal (Budiyanti, 2024). This 
low tax ratio highlights ongoing challenges within the tax system, one of which 
is tax avoidance. Tax avoidance focuses on reducing legal exposure a company's 
tax liability by exploiting loopholes in tax regulations (Andini et al., 2022). This 
practice differs from tax evasion, which is illegal and involves violating tax laws 
(Pandoyo, 2025). A notable case of tax avoidance in Indonesia involved 
allegations against PT Indofood Sukses Makmur Tbk, which reportedly 
employed corporate restructuring and asset transfer strategies to reduce its tax 
burden (Suwanta & Herijawati, 2022). This phenomenon demonstrates that 
companies possess various strategies to achieve tax efficiency without violating 
applicable regulations. 
 

 
Gambar 1. Target dan Realisasi Penerimaan Pajak 

 
Aggressive tax planning (Putri & Yuliafitri, 2024). In the food and 

beverage sub-sector, the average Return on Assets (ROA) rose from 7.50% in 2020 
to 10.74% in 2024, indicating an improvement in corporate financial performance 
(Zulaika & Mariani, 2024). This situation makes profitability a relevant factor to 
examine in relation to tax avoidance. In addition to profitability, sales growth is 
also expected to influence tax avoidance. Sales growth reflects a company's 
ability to increase revenue over time. Increased sales are generally accompanied 
by higher profits, which can raise a company's tax liability. Consequently, 
companies with high sales growth rates are thought to have an incentive to 
engage in tax avoidance to maximize their earnings (Febriyanti & Faisal, 2023). 
Data indicates that the food and beverage sub-sector experienced a post-
pandemic recovery in sales growth, reaching 5.53% in the second quarter of 2024 
(Susan & Arisudhana, 2025). The relationship of profitability and sales growth 
with tax avoidance is also hypothesized to be influenced by firm size. Companies 
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with substantial assets generally possess greater resources for tax planning. 
However, large companies also face stricter scrutiny from the government, 
investors, auditors, and the public, leading them to exercise greater caution 
regarding tax avoidance practices (Putri & Yuliafitri, 2024). Therefore, firm size 
is considered to have the potential to either strengthen or weaken the relationship 
between profitability, sales growth, and tax avoidance.  This study is grounded 
in agency theory, which explains the conflict of interest between company 
owners (principals) and management (agents) regarding corporate decision-
making, including decisions related to taxation (Jensen & Meckling, 1976). In this 
context, management may be motivated focuses on minimizing liability legally 
to boost corporate profits and satisfy shareholder interests. Furthermore, the 
Theory of Planned Behavior (TPB) posits that a company's tax avoidance 
behavior is influenced by attitudes, subjective norms, and perceived behavioral 
control regarding tax obligations. 
 
LITERATURE REVIEW 

Previous research on tax avoidance has yielded inconsistent results. 
Studies by Sudibyo (2022) and Hermawan et al. (2021) found that profitability 
has a positive effect on tax avoidance, whereas Putri et al. (2025) and Andini et 
al. (2022) found a negative effect. Meanwhile, Nyoman et al. (2025) reported that 
profitability has no effect on tax avoidance. Inconsistencies in findings have also 
been observed regarding sales growth and firm size as moderating variables 
(Khamisan & Astuti, 2023; Ainniyya et al., 2021; Ikhlasul et al., 2022; Frizky & 
Dirman, 2022). These divergent results indicate a research gap that warrants 
further investigation. 

 
METHODOLOGY 

This study adopts a quantitative associative design to examine the effects 
of profitability and sales growth (independent variables) on tax avoidance 
(dependent variable), with firm size serving as a moderating variable. The target 
population comprises food and beverage sub-sector manufacturing firms listed 
on the Indonesia Stock Exchange (IDX). Secondary data were extracted from 
annual financial statements spanning 2020 - 2024, sourced from the official IDX 
portal (www.idx.co.id) and corporate websites. Sample selection was governed 
by a purposive sampling technique. 
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The analysis was conducted using panel data regression—combining 
time-series and cross-sectional dimensions—and processed with E-Views 12 
software. The analytical steps included descriptive statistics, classical assumption 
tests (multicollinearity and heteroskedasticity), model selection via the Chow 
Test and Lagrange Multiplier Test, and hypothesis testing. Direct effects were 
examined using multiple linear regression analysis, while the moderating role 
was assessed using Moderated Regression Analysis (MRA). 

 
RESULTS AND DISCUSSION 
Descriptive Statistics 

The analysis is based on a sample of 24 food and beverage sub-sector 
manufacturing companies, yielding a total of 120 firm-year observations over the 
2020–2024 period. An overview of the data for each variable is presented in Table 
2. 

Table 2. Descriptive Statistics Results 

 
 

Based on Table 2, the profitability variable (ROA) has a mean value of 
0.110474 (or 11.05%), indicating that, on average, the sample companies are 
capable of generating profit from their assets. The sales growth variable (SALES) 
has a mean of 0.085100 (or 8.51%), indicating that companies generally 
experienced sales growth during the study period, although some companies 
experienced a decline in sales, as evidenced by a minimum value of -0.465160. 
The firm size variable (SIZE) has a mean value of 29.54726 and a median of 
29.46682, indicating a relatively symmetrical data distribution. Meanwhile, the 
interaction variables ROA_SIZE and SALES_SIZE have mean values of 3.231034 
and 2.524266, respectively, reflecting variations in the impact of profitability and 
sales growth across companies of different sizes. The tax avoidance variable, 
proxied by the Cash Effective Tax Rate (CETR), has a mean value of 0.251095 (or 
25.11%), indicating that companies pay, on average, 25.11% of their pre-tax profit 
in cash taxes. Furthermore, the standard deviation values for ROA, SIZE, and 
CETR are lower than their respective means, suggesting that the data tend to be 
homogeneous; conversely, the standard deviations for SALES and SALES_SIZE 
exceed their means, indicating greater data dispersion for these two variables. 
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Classical Assumption Tests and Model Selection 
Evaluation of classical assumptions demonstrates that the research model 

is methodologically sound. Inter-variable correlations fell below the critical 0.80 
benchmark (r = 0.204106), ruling out multicollinearity issues. Results from the 
Glejser test for heteroscedasticity revealed probability values of 0.6660 for ROA 
and 0.0865 for SALES; because both exceed the 0.05 significance threshold, the 
independent variables do not systematically impact the absolute residuals. 
Consequently, the model is free from heteroscedasticity and fulfills the 
prerequisites for empirical hypothesis testing. 

Model selection for the panel data regression was determined via the 
Chow and Lagrange Multiplier (LM) tests. The Chow test yielded a Cross-section 
F probability of 0.4621 (p > 0.05), favoring the Common Effect Model (CEM) over 
the Fixed Effect Model (FEM). Subsequent model evaluation using the LM test 
produced a Random Cross-section probability of 0.9585 (p > 0.05), supporting H0 
and further confirming the superiority of CEM over the Random Effect Model 
(REM). Consequently, the Common Effect Model (CEM) was adopted as the 
optimal estimation framework for this analysis 

 
Table 3. Model Selection Test Results 

 
 
Hypothesis Testing 

Hypothesis testing regarding direct effects (H1 and H2) Utilizing panel 
data regression via the Common Effect Model (Table 3), the resulting estimation 
is expressed as (CETR) = 0.308543 - 0.270109 (ROA) - 0.324412 (SALES) + e , with 
an Adjusted R2 of 0.143071. This implies that profitability and sales growth jointly 
account for 14.30% of the variance in tax avoidance, with external factors 
explaining the residual. The model achieves simultaneous validity (F = 10.93400, 
p = 0.0000). Individually, profitability (ROA) shows no statistically significant 
impact on tax avoidance (beta = -0.270109, p = 0.1151), leading to the rejection of 
H1. Conversely, sales growth (SALES) exerts a significant negative effect on tax 
avoidance (beta = -0.324412, p = 0.0001); however, because the relationship is 
negative, H2 is rejected. 

 
Table 4. Panel Data Regression Results 



Halimahtussadiah, Alamsyah 

328 
 

 
 

Moderated Regression Analysis (MRA) 
The testing of the moderating roles (H3 and H4) was conducted using 

Moderated Regression Analysis, as presented in Table 6. The resulting equation 
is CETR = 0.325030 − 6.272250 ROA + 3.857532 SALES + 0.202927 (ROA_SIZE) − 
0.144577 (SALES_SIZE) + e. The inclusion of the firm size variable and its 
interaction terms increased the Adjusted R² from 0.143071 to 0.168940, thereby 
raising the model's explanatory power regarding tax avoidance variation to 
16.89%. This increase indicates that firm size makes a substantial explanatory 
contribution. 
 

Table 5. Moderated Regression Analysis (MRA) Results 

 
 

The ROA_SIZE interaction term yielded a coefficient of 0.202927 with a 
probability value of 0.0465 (< 0.05); thus, H3 is accepted: firm size moderates the 
relationship by strengthening the effect of profitability on tax avoidance. The 
SALES_SIZE interaction term yielded a coefficient of -0.144577 with a probability 
value of 0.0311 (< 0.05); thus, H4 is accepted: firm size moderates the relationship 
by weakening the effect of sales growth on tax avoidance. 
The Effect of Profitability on Tax Avoidance 

The test results conclude that profitability does not affect tax avoidance, 
indicating that neither high nor low profit levels are the primary factor 
determining a company's decision to engage in tax avoidance. This result can be 
explained by agency theory, which states that although managers have an 
incentive to maximize profits by reducing tax burdens, such actions are 
constrained by oversight mechanisms, the risk of sanctions, and considerations 
regarding corporate reputation. Furthermore, the Theory of Planned Behavior 
(TPB) explains that the decision to engage in tax avoidance is a planned behavior 
influenced by management attitudes, external pressures, and perceived 
behavioral control; thus, it is not determined solely by the level of profitability. 
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On the other hand, the strengthening of regulations and the modernization of tax 
systems have increasingly limited the scope for companies to engage in tax 
avoidance. These findings align with research by Apriatna & Oktris (2022), which 
states that profitability does not affect tax avoidance, implying that a company's 
decision to engage in tax avoidance is influenced more by other factors such as 
management policy, corporate governance, and the effectiveness of oversight. 
The Effect of Sales Growth on Tax Avoidance 

The test results conclude that sales growth affects tax avoidance, 
indicating that companies with high sales growth tend to be more compliant in 
fulfilling their tax obligations. This condition can be explained through Agency 
Theory, wherein management focuses more on maintaining operational 
performance, preserving investor confidence, and upholding the company's 
reputation rather than engaging in risky tax avoidance practices. Furthermore, 
the Theory of Planned Behavior (TPB) explains that high sales growth prompts 
management to consider the risk of sanctions, stakeholder pressure, and 
demands for transparency, thereby reducing the propensity for tax avoidance. 
These findings are consistent with research by Ikhlasul et al. (2022) and Muti’ah 
et al. (2021), which found that sales growth has a significant negative effect on 
tax avoidance. 
The Moderating Effect of Firm Size on the Relationship between Profitability 
and Tax Avoidance 

The capacity of firm size to strengthen the impact of profitability on tax 
avoidance supports Agency Theory and the Theory of Planned Behavior (TPB). 
Larger firms possess superior resources, expertise, and tax management systems, 
enabling them to optimize tax planning as profitability rises. From the 
perspective of TPB, firm size enhances perceived behavioral control, as the firm 
is backed by greater capabilities and facilities to execute tax strategies legally. 
These findings align with research by Andini et al. (2022) and Hendayana et al. 
(2024), which found that firm size strengthens the relationship between 
profitability and tax avoidance. 
The Moderating Effect of Firm Size on the Relationship between Sales Growth 
and Tax Avoidance 

The capacity of firm size to attenuate the impact of sales growth on tax 
avoidance indicates that large firms tend to exercise greater caution in tax 
decision-making, even when experiencing high sales growth. Based on Agency 
Theory, heightened scrutiny from investors, auditors, and tax authorities 
constrains opportunistic management actions that could elevate corporate risk. 
Meanwhile, the Theory of Planned Behavior (TPB) suggests that pressure from 
various stakeholders and concerns regarding reputational risk drive large firms 
to prioritize tax compliance. These findings are consistent with research by 
Lestari and Setiawati (2023), which found that firm size weakens the relationship 
between sales growth and tax avoidance. 
CONCLUSIONS AND RECOMMENDATIONS 

This research concludes that profitability has no effect on tax avoidance, 
while sales growth has a significant negative effect on tax avoidance in the 
companies studied. Apart from that, company size is proven to act as a 



Halimahtussadiah, Alamsyah 

330 
 

moderating variable, namely strengthening the influence of profitability on tax 
avoidance and weakening the influence of sales growth on tax avoidance. This 
shows that a company's decision to carry out tax avoidance is not solely 
determined by its ability to generate profits or sales growth, but is also influenced 
by company characteristics such as the size of the company which is related to 
the level of supervision and compliance pressure. Larger companies tend to be 
under stricter supervision from auditors, investors and tax authorities, so that the 
impact of profitability and sales growth on tax avoidance is more controlled. 
Company management is advised to consider tax compliance aspects more in 
every financial decision, especially regarding growth strategies and profit 
management, so as not to create compliance risks in the future. Meanwhile, 
investors and tax authorities can use information regarding profitability, sales 
growth and company size as indicators in assessing potential tax avoidance 
practices.  
  
FURTHER STUDY 

It is hoped that future research can expand the observation period, add 
other industrial sectors, and include additional variables such as leverage, capital 
intensity, corporate governance and liquidity in order to obtain a more 
comprehensive picture of the factors that influence tax avoidance. 
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