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Abstract
This research aims to determine the influences of the company’s size, sales growth, and
independent commissioner on the tax avoidance with audit quality as a moderating
variable. The population of this research is the property and real estate companies
registered on the Indonesia Stock Exchange within the period 2014-2017. The sample
is selected using purposive sampling method covering 26 companies. The data
analysis tools used are descriptive analysis and multiple linear regression with SPSS
version 23. The results of the research show that company’s size and sales growth
have a significant and positive effect on the tax avoidance, while the independent
commissioner does not show any significant influence. The audit quality moderates the
influence of sales growth on the tax avoidance, but it does not moderate the influence
of the company size and independent commissioner on the tax avoidance. The future
researchers are suggested to use other different proxies to measure the independent
commissioner to describe the condition of the company’s independent commissioner.

Keywords: Tax Avoidance; Company Size; Sales Growth; Independent Commissioner;
Audit Quality

1. Introduction

The tax that is included as the income for the company become a burden that must
be paid by the taxpayers without getting any compensation directly. This difference of
interests makes the taxpayers make certain efforts to avoid it so that the taxes paid are
low. Therefore, the profits obtained can as maximum as possible.

One of the efforts made by the company to minimize the tax expense is the tax
avoidance. Tax avoidance aims to reduce the tax expense paid but done legally in
accordance with aplicable laws and regulations on the taxation.

The tax avoidance sometimes plunges the company into detrimental legality cases,
such as the taxation cases that occur at IKEA, the European Union and SPL which show
that the tax avoidance conducted by those companies is not appropriate, causing losses
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towards themselves. The losses that arise include increasing the tax expense that must
be paid and having to deal with the law enforcement officers due to inappropriate tax
avoidance procedures.

Based on positive accounting theory, the accounting method used by the company
does not have to be the same as the others, but it is given the freedom to choose
one of the available alternative methods to minimize contract costs and maximize the
company value (Merslythalia & Lasmana, 2016). This freedom makes the managers tend
to carry out opportunistic actions. The actions are related to the managers’decisions
who choose certain policies that can benefit their own companies.

Several previous studies have showed different results. Putri & Suryarini (2017), Putri
& Putra (2017), Dharma & Ardiana (2016) and Mahanani & Titisari (2016) stated that
the company size has a positive effect on tax avoidance. The larger the size of the
company, the more complex transactions within the company that may cause various
gaps to reduce the tax expense. Different result is shown by Praditasari & Setiawan
(2017) stating that the greater the size of the company, the greater the supervision
given to the company by the government which results in many big companies which
tend to have greater effective tax rates, which means that they avoid the tax avoidance.
On the other hand, Merslythalia & Lasmana (2014) found that company size does not
affect tax avoidance.

Dharma & Ardiana (2016) and Turyatini (2017) explained that the size is the level of
the size of a company. The large size of the company will have an impact on the tax
expense paid to the government. The bigger a company, the greater the tax expense
that must be paid. Referring to the positive accounting theory, if the company is faced
with political costs, it will have a larger size that is is required by the state to pay higher
amounts of tax. However, rarely do many companies that want voluntarily and sincerely
to pay the tax with higher nominal, because it can reduce their corporate profits. The
large size companies tend to do the tax avoidance. The tax paid by the company is a
deduction result from its profits, so it must be minimized as well as possible.

H1: The company size positively influences the tax avoidance

The sales growth is also a factor that influences the tax avoidance. Sales growth is
a change in sales per year from an entity (Furi, 2018). Mahanani & Titisari (2016), and
Dewinta & Setiawan (2016) stated that the sales growth has a positive effect on the tax
avoidance. The higher the sales growth, the higher also the tax avoidance of a company.
Different result is presented by Oktaviyani & Munandar (2017) who stated that the sales
growth does not affect the tax avoidance
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Sales growth is part of the indicator of demand and competition for a company. A
condition where the sales growth has increased means that the profits obtained by the
company also increase. This illustrates that with higher sales growth, the company tends
to do tax avoidance. This is based on agency theory which states that the managers
as humans will act selfishly and tend to avoid risks in terms of paying corporate tax
expense.

The sales growth indicates the development of sales from year to year. Increased
sales allow the company to its operating capacity. Increasing the operating capacity will
increase the profits which causes increasing tax. This pushes the managers to carry
out the tax avoidance. The sales growth has a positive effect on the tax avoidance,
which means that the higher sales growth, the higher also the tax avoidance that the
managers perform.

H2: The sales growth positively influences the tax avoidance

Independent commissioner has no relationship with the board of directors within a
company and other board members (Praditasari & Setiawan, 2017). A research done by
Sihaloho & Pratomo (2013) showed that the independent commissioner has a significant
positive effect on the tax avoidance. Different result is shown by Ariawan & Setiawan
(2017), Mulyani, Wijayanti, & Masito (2018) who stated that independent commissioner
have a negative effect on the tax avoidance which means that more number of inde-
pendent commissioner and the companies that have high profitability are able to pay
their tax expense and maintaining the corporate values before the shareholders will
cause them to minimize their tax avoidance behavior. Different result is shown from the
research conducted by Merslythalia & Lasmana (2014) and Fadhila, Pratomo, & Yudowati
(2017), stating that independent commissioner do not influence the tax avoidance.

The independent commissioner must be neutral, and he does not serve as the
director of related company, and has no relationship with related parties within the
company. Based on the agency theory, according to Jensen & Meckling (1976), the
agency conflict can be overcome at the expense of agency costs. This agency fee is
spent to monitor and control the actions of the managers, so that they do not behave in
a way that harms the company. Independent commissioner has the task of overseeing
the corporate management and being accountable to the shareholders (Fadhila et al.,
2017). This supervision is carried out through the establishment of an independent board
of commissioners

The independent commissioner will develop certain strategies that can benefit the
company without violating applicable regulations, including tax-related strategies. The
high level of supervision carried out by the independent commissioner will make the
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managers report the company’s tax performance as-is. This is done to protect the
welfare of the company’s stakeholders. The managers will not over-avoid tax if the
level of supervision from the independent commissioner is high. Thus, the independent
commissioner have a negative influence on the tax avoidance, which means that the
higher the percentage of independent commissioner, the lower the level of the tax
avoidance, and vice versa.

H3: The independent commissioner negatively influences the tax avoidance

The audit quality is thought to play a role in the influence of company size on the
tax avoidance. The audit quality describes opinions in audited financial statements.
The large size companies tend to do tax avoidance. The tax paid is a deduction from
the profits, so it must be minimized as best as possible. The high company profits will
attract many investors to invest in it. The larger size of a company also means more
competent human resources, so that the tax avoidance will be more effectively applied.
Audit quality can reduce the practice of tax avoidance, because the audited financial
statements will reflect the actual conditions for the company. Although the existence of
audit quality can reduce the tax avoidance practice, but through good audit quality, the
investors will trust and be interested to invest in the company. The companies audited
by the Big Four KAP can be said to have better audit quality than those audited by non-
Big Four KAP (Mulyani et al., 2018).

H4: The audit quality moderates the influence of company size on the tax avoid-

ance

The companies audited by the Big Four KAP can be said to have better quality audit
than those audited by non-Big Four KAP (Mulyani et al. 2018). Thise that have good
audit quality reflect high quality audited financial statements. This makes the company
feel that it has good financial performance and is able to manage its income and
payment of corporate taxes, so that it tends not to perform the tax avoidance. The sales
growth describes the development of sales from year to year. Increased sales allow
the company to increase its operating capacity. Increasing operating capacity will also
increase the profits which also causes the c tax expense to increase. This causes the
managers to carry out thetax avoidance. The audit quality will prevent tax avoidance
behavior because good audit quality shows the more competent financial statements.

H5: The audit qualitymoderates the influence of sales growth on the tax avoidance

The audit quality will be a consideration of the shareholders in relation to investment
decision making. The companies audited by The Big Four KAP have better quality
than those audited by non-Big Four KAP (Mulyani et al. 2018). This will encourage the
independent commissioner to perform more independent supervision, so that they can
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develop certain strategies that can benefit the company without violating applicable
regulations, including tax-related strategies. The high level of supervision carried out
by the independent commissioner will make the managers report their tax performance
as-is. This is done to protect the welfare of the company’s stakeholders. The managers
will not over-avoid taxes if the level of supervision of the independent commissioner is
high.

H6: The audit quality moderates the influence of independent commissioner on

the tax avoidance.

2. Research Methods

This study uses secondary data in the form of audited financial statements and annual
report of the property and real estate and has been registered on the Stock Exchange for
the period 2014-2017. The sampling technique uses non random (purposive sampling),
which means the sample is selected based on certain criteria that are fit with the
research objectives. The criteria used in the research can be seen in table 1.

TABLE 1: Criteria of Sample Selection.

No. Criteria Number

1. Property and Real Estate Companies registered on Indonesian Stock Exchange 46

2. Property and Real Estate Companies which do not issue complete financial
statements and annual reports from 2014-2017 in row

(3)

3. The companies which suffer from loss during the research period (9)

4. The companies which obtain tax benefits during the research period (5)

5. The companies which experience delisting during the research period (3)

The companies as the research samples 26

Final number of analysis units of the research from 2014-2017 (26 companies x 4 years) 104

Source: processed data, 2019

This research uses some variables including the company size, sales growth, and
independent commissioner as the independent ones, and the dependent variable in this
research is tax avoidance, while the moderating variable is audit quality. The operational
definitions of each variable can be seen in Table 2.

The data collection technique used in this study is documentation. The documen-
tation technique in this study is conducted by collecting financial statements data
and annual reports of audited property and real estate companies registered on the
Indonesia Stock Exchange from 2014-2017 which will be used to measure each variable.
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TABLE 2: Operational Definitions.

No. Variable Definition Measurementt/ Indikator

1. Tax Avoidance A legal way to avoid the tax payment
and does not violate the regulations
on the tax (Ribeiro et al., 2015).

ETR = 𝑇 𝑎𝑥 𝑒𝑥𝑝𝑒𝑛𝑠𝑒
𝑃 𝑟𝑜𝑓𝑖𝑡 𝑏𝑒𝑓𝑜𝑟𝑒 𝑡ℎ𝑒 𝑡𝑎𝑥

2. Company size A scale that determines menentukan
the size of a company that can be
seen from its total assets (Turyatini,
2017)

Company size = Ln Total Assets

3. Sales Growth Sales changing/dynamics each year
(Oktaviyani & Munandar, 2017).

Sales Growth = 𝑆𝑎𝑙𝑒𝑠𝑡−𝑆𝑎𝑙𝑒𝑠𝑡−1
𝑆𝑎𝑙𝑒𝑠𝑡−1

4. Independent
Commissioner

The one who is not affiliated with
the shareholders as the controllers,
does not have affiliative connection
with the direction as well as acts as
the director within the company
(Ariawan & Setiawan, 2017).

Independen Commissioner =

𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐵𝑜𝑎𝑟𝑑 𝑜𝑓 𝐶𝑜𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟
𝑇 𝑜𝑡𝑎𝑙 𝐵𝑜𝑎𝑟𝑑 𝑜𝑓 𝐶𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟

5. Audit quality Audit quality can be measured
based on the size of the Public
Accounting Firm (KAP) that conducts
audits on a company (Dewi & Jati,
2014).

Figure 0: The companies audited by
KAP The Big Four Figure 0 The
companies audited by KAP non The
Big Four.

Source: Previous Studies, 2019

3. Research and Discussions

The results of the descriptive statistics of the company size, sales growth, independent
commissioner, tax avoidance, and quality audit are presented in table 3.

TABLE 3: Descriptive Statistics Results.

N Minimum Maximum Mean Std.
Deviation

SIZE 94 25.890 31.670 29.48223 1.335294

GROW 94 -.912 4.369 .15461 .533023

IC 94 .200 .833 .40074 .116825

AQ 94 0 1 .28 .450

ETR 94 -.524 -.012 -.18654 .101754

Valid N (listwise) 94

Source: Processed data, 2019

The mean of the variables of the company size and independent commissioner is
higher than the standard deviation, which means that the data distribution on these
variables is homogeneous. Therefore, it can be said that there is no difference between
one to another company. However, in the variables of sales growth, audit quality, and
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tax avoidance, the mean is lower than the standard deviation, which means that the
data are distributed heterogeneously.

Classical assumption test is used to achieve unbiased estimators. The results of the
normality test show the Kolmogorov-Smirnov (K-S) value is 0.200 which is higher than
the 0.05 significance level, so that the data are normally distributed. Multicollinearity
test shows that the data are free from multicollinearity because all variables show VIF
values <10 and tolerance values> 0.10. The result of heterocedacity test indicates that
the data are free from heterocedasticity because the value of c2 count is lower than c2

table. Meanwhile, the autocorrelation test shows the value of 0.147. This is higher than
0.05, so it can be concluded that there is no autocorrelation among the research data.

The coefficient value of determination of the adjusted R square is 0.162. This means
that 16.2% of tax avoidance variable that are proxied by effective tax rate (ETR) can be
explained further by the independent variables in this study, namely the company size,
sales growth, and independent commissioner. The moderating variable of this research
is audit quality. The regression test equation can be written as follows:

The results of hypothesis testing can be seen in table 4.

TABLE 4: Summary of Hypothesis Testing.

Hypothesis Statement Sig. Result

H1 Company size positively and significantly influences
the tax avoidance

0,043 Accepted

H2 Sales growth positively and significantly influences the
tax avoidance

0,001 Accepted

H3 Independent commissioner negatively and significantly
influences the tax avoidance

.106 Rejected

H4 Audit quality moderates significantly influences the
company size on the tax avoidance

.592 Rejected

H5 Audit quality moderates significantly influences the
sales growth on the tax avoidance

.032 Accepted

H6 Audit quality moderates significantly influences the
independent commissioner on the tax avoidance

.175 Rejected

Source: processed data, 2019

3.1. The Influence of Company Size on the Tax Avoidance

The results of the research show that the size of the company has a positive effect on
the tax avoidance. Therefore, it can be concluded thatH1 is accepted. This is in line with
positive accounting theory which states that management is given a freedom to choose
alternative methods to maximize the company value. The large size companies will also
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obtain higher profits, so the tax expense paid will also be greater. On the other hand,
the tax expense will reduce the profits, so the management will look for alternatives to
reduce the tax expense by conducting the tax avoidance

The results of this research are supported by the research of Putri and Suryarini
(2017), Turyatini (2017) and Mahanani and Titisari (2016) which stated that the company
size has a positive influence on the tax avoidance. Putri and Suryarini (2017 stated that
the larger the size of the company, the more complex transactions within it, so that it
may create loopholes to reduce the company’s tax expense. This condition will cause
management to conduct the tax avoidance to reduce the tax expense that the company
will pay.

3.2. The influence of Sales Growth on the Tax Avoidance

Sales growth is an increase in the sales from the previous year. The results show that the
sales growth has a positive effect on the tax avoidance, which means H2 is accepted.
The results of this research prove that the relationship between the sales growth and
tax avoidance supports the agency theory. Higher sales growth will increase the profits
obtained by the company. Increasing company profits will also increase the tax expense
paid by the company. The managers as the agents will try to conduct the tax avoidance
in order to increase the value of the company and not reduce the agent’s performance
compensation for the sales growth. This indicates that the property and real estate
companies in Indonesia carry out tax avoidance by utilizing the sales aspects.

The results of this research are in line with the research of Mahanani and Titisari (2016)
and Dewinta and Setiawan (2016) which stated that the sales growth has a positive
influence on the tax avoidance. Dewinta and Setiawan (2016) explained that increased
sales growth enables the company to increase its operating capacity because with the
increased sales growth, the company will also gain increased profits. This condition will
cause an increase in the tax expense, the so that the management will try to minimize
it by conducting the tax avoidance.

3.3. The Influence of Independent Commissioner on the Tax Avoid-
ance

Independent commissioner is the most important part of the concept of Good Corporate
Governance. The results of the statistical test show that the significance value of
independent commissioner on the tax avoidance is higher than the value of significance
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level. Therefore, it can be concluded thatH3 is rejected. There is no significant influence
of independent commissions on the tax avoidance

The results of this research are not in line with the agency theory which states that
the agency conflict can be overcome by expensing the agency costs. The agency cost
is used to monitor and control the actions of the managers that may harm the com-
pany. It can be concluded that the role of independent commissioner within corporate
governance functions has not been able to overcome conflicts of interest among the
board of commissioners or shareholders, so that the managers tend to take risks by
conducting tax avoidance, so that the concept of good corporate governance has not
been achieved.

This is because the percentage of independent commissioner in the property and
real estate companies is still relatively low; 62.77% of the total sample is still in the low
category. Most companies only have 1 (one) independent commissioner out of a total
of three. This means that most companies are only limited to meeting the minimum
requirements of independent commissioner as determined by Bapepam LK, which
states that a minimum proportion of independent commissioner in a company is 30%.
This causes the independent commissioner is wtill unable to effectively carry out the
oversight role in making policies in the company, so that the independent commissioner
does not influence the tax avoidance process.

This research is supported by research of Merslythalia and Lasmana (2016), Fadhila,
et al. (2017), and Turyatini (2017) which stated that the independent commissioner
has no influence on the tax avoidance due to the oversight function of independent
commissioner that is not running well and maximally. This is because the placement
of independent commissioner in the company is possible only to the extent of the
formalities, thus inhibiting the supervision process by the independent commissioner
on the company (Kiswanto et al. 2015).

3.4. The Audit Quality Moderates the Influence of Company Size
on the Tax Avoidance

The results of hypothesis testing show the results of statistical testing of the moderating
effect of audit quality on the relationship between the company size and tax avoidance.
Based on the results of the test, it can be seen that the significance is 0.592> 0.05
with the negative coefficient of -0.010. This indicates that the interaction between the
company size and audit quality does not affect the tax avoidance, so H4 is rejected.
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These results deny the positive accounting theory that underlies the fourth hypoth-
esis of this study. This is because the big companies will continue to carry out tax
avoidance so that the tax expense remains low. In addition, most property and real
estate companies as the research samples still rarely use the Big Four KAP in auditing
their financial statements.

3.5. The Audit Quality Moderates the Influence of Sales Growth on
the Tax Avoidance

The test results show the coefficient value of -0.031 with het significance level of 0.032
which means less than 0.05. Based on these results, it is known that the results of the
interaction between the audit quality and sales growth have a significant effect on the
tax avoidance actions. These results mean that audit quality weakens the effect of sales
growth on the tax avoidance, so it can be concluded that H5 is accepted.

Based on the results above, it can be concluded that after the moderation of audit
quality, the influence of sales growth on the tax avoidance shows a negative direction.
This means that the audit quality can reduce the influence of sales growth on the tax
avoidance. If the company has high sales growth, it tends to perform high tax avoidance
too. On the other hand, good audit quality provides support for the managers not to take
tax avoidance. Audit quality in this case acts as a control for the manager’s behavior so
that it can reduce the existence of tax avoidance and pay the tax expense in accordance
with the actual situation.

3.6. The Audit Quality Moderates the Influence of Independent
Commissioner on the Tax Avoidance

The results of this study indicate the coefficient value of -0.020 with the significance
level of 0.175 which means more than 0.05. Based on these results, it can be seen that
the results of the interaction between the audit quality and independent commissioner
does not influence the tax avoidance, so H6 is rejected.

These results deny the agency theory that underlies the sixth hypothesis of this study.
This is because the level of independent commissioner owned by the sample compa-
nies is still low and the company’s independent commissioner has not yet functioned
optimally. On the other hand, this study uses audit quality as the moderating variable,
but in reality, the results of the study indicate that the audit quality cannot strengthen or
weaken the relationship between the independent commissioner and tax avoidance.
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4. Conclusions

The tax avoidance is influenced by the company size and sales growth. Independent
commissioner does not affect the tax avoidance because the proportion of independent
commissioner in property and real estate companies is still low. Audit quality moderates
the influence of sales growth on the tax avoidance, but it cannot moderate the influence
of the size of company and independent commissioner on the tax avoidance. Further
research is required to use other variables to replace the moderating variable because
it is proven that it cannot moderate the influence of company size and independent
commissioner on the tax avoidance, and it can also be used to replace proxies from the
independent commissioner, with others that better describe the true condition of the
independent commissioner.
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