DOI: http://dx.doi.org/10.25105/imar.v19i2.7561

Indonesian Management and
Accounting Research

http://www.trijurnal.lemlit.trisakti.ac.id/imar

The Role of Independent Commissioners in
Moderating The Effect of Transfer Pricing,
Capital Intensity and Profitability Towards Tax
Aggressivity

Nuryatun

Magister Akuntansi Fakultas Ekonomi dan Bisnis Universitas Trisakti
Email: nury69.201350664@gmail.com

Susi Dwi Mulyani
Fakultas Ekonomi dan Bisnis Universitas Trisakti
Email: susi.dwimulyani@yahoo.com

ABSTRACT

Tax is a sector that plays an important role in the economy. The largest state
revenue must continue to be increased so that the country's growth and
development can run well. But for business tax as a burden. Therefore, it is
only natural to try to avoid the tax burden. Management actions planned to
minimize corporate tax payments through tax aggressiveness activities are
common among companies throughout the world. This study aims to see the
role of independent commissioners in moderating the effect of transfer
pricing, capital intensity, and profitability on tax aggressiveness. The
population and sample in this study are manufacturing companies listed on
the Indonesia Stock Exchange (BEI) for the 2016-2018 period. The sampling
method used was purposive sampling. The analysis tool used is panel data
regression analysis. The results showed that 1). Capital intensity and
profitability each have a positive effect on tax aggressiveness. 2). Transfer
prices and independent commissioners are not subject to tax aggressiveness.
3). Independent commissioners can moderate weaken the influence of capital
on tax aggressiveness. 4). Independent Commissioners as measured by the
Total Board of Commissioners divided by the Independent Commissioners
(KI) are unable to assess or weaken the relationship between transfer pricing
profitability and tax aggressiveness.
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INTRODUCTION

Taxes are the largest source of state revenue when compared to other
sources of income in Indonesia. Referring to Law 16 of 2009 concerning
General Provisions for Taxation Article 1 paragraph 1, the definition of tax
is a mandatory contribution to the state-owned by an individual or entity
that is compelling under law, without receiving direct compensation and
used for state purposes. For the greatest prosperity of the people. The tax
sector is a driving force in developing public facilities that are public,
intended here to help the community and assist in financing the country's
interests.

Achievement of targets in the field of taxation in 2018 with the
issuance of laws relating to open access and information on financial data
that the fiscal (tax) sector's revenue target has been successful Rp.1,315.9
trillion or 92.4%, which did not meet the target. The 2018 tax target is Rp.
1.424 trillion, meaning that the lack of tax revenue in 2018 is Rp.108.1
trillion. The reason for not achieving the target is that the tax authorities
and the company have several conflicting interests, such as corporate
income, namely, income tax levied on business entities for their income and
operating  profit, both  domestic and overseas income
(economy.okezone.com, 2019). For companies or business entities, tax is
one of the main burdens that reduce the company's profit, where
management seeks to reduce the tax burden. Companies' actions to
minimize taxable income through tax planning, legal and illegal, are called
corporate tax aggressiveness.

Transfer pricing practice can occur because of a special relationship
between companies in a multinational group of companies to negotiate and
work together to determine the transfer pricing price (Rusli et al., 2017).
Companies often use the practice of transfer to minimize tax obligations
that must be paid. In transfer pricing, multinational companies tend to
reduce their tax obligations from countries with high tax rates to countries
that apply low tax rates that are carried out by reducing the selling price
between companies in the same group to reduce company profits and
reduce tax obligations.

There is a transfer pricing case between PT. Adaro Indonesia and its
subsidiary, Coaltrade Services International Pte Ltd, have shown that there
are indications of misuse of the company's transfer pricing system. The
Government of Indonesia, through the Director-General of Taxes, asked
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Adaro to pay an additional tax of U $ 33.2 million. Coaltrade's accounts
show, in the three years before 2009, Coaltrade earned an average of US $
4 million in commissions per year. So Indonesia could receive up to the US
$ 125 million in additional Adaro taxes between 2009- 2017, or nearly US
$ 14 million per year. This amount means that every year Adaro is
suspected of not paying taxes up to the US $ 14 million. This case was
revealed in 2019, where there is much evidence that many companies are
still trying to carry out transfer pricing to minimize their tax obligations.

Capital intensity is a company's investment in fixed assets, where
one of the fixed assets is used by the company to produce and get a profit.
The company's investment in fixed assets will cause a depreciation expense
on the invested fixed assets. The depreciation expense for fixed assets in
the Indonesian taxation regulations varies depending on the classification
of the fixed assets (Andhari and Sukartha, 2017). Research on the effect of
capital intensity on tax aggressiveness has been carried out by Andhari and
Sukartha (2017). Companies prefer to invest in fixed assets so that a high
depreciation expense arises, and this expense will reduce company profits
to reduce corporate tax obligations.

Profit is the company's ability to benefit from the activities the
company carries out (Zulaikha, 2014). Profitability is one of the tax burden
determinants because companies with higher profits will pay higher taxes.
If the profitability ratio is high, it shows the efficiency carried out by
company management. Increased profit results in increased company
profitability so that the tax obligations that must be paid also increase.
Alternatively, it can be said that there is a possibility that the company is
trying to avoid tax obligations (Rinaldi and Cheisviyanny 2015).

Independent commissioner is the moderating variable. The board
of commissioners is a party that plays a role in overseeing the company's
directors' performance. The independent board of commissioners is
considered to have better supervision because it is free from internal
company interests. With the increasing number of independent boards of
commissioners, the company's internal supervision is getting tighter (Ardy
and Kristianto 2015).

From the introduction above, the researcher aims to find empirical
evidence for this role of independent commissioners in moderating the
effect of transfer pricing, capital intensity, and profitability on tax
aggressiveness. The differences of this research with prior that this
research tax aggressiveness as a dependent variable, the independent
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variable is transfer pricing (Lutfia and Pratomo 2018), capital intensity
(Rini et al. 2020), profitability (Andhari and Sukartha (2017), and
independent commissioners (Rini et al. 2020) as a moderating variable
while previous study independent commissioners as independent
variables. Independent commissioner as a moderating variable because it
is assumed to have a close relationship with the dependent variable. The
closer the relationship, the more aggressive the company, is in avoiding
taxes.

FOUNDATION OF THEORY AND DEVELOPMENT OF HYPOTHESES

Agency Theory

Jensen and Meckling (1976) agency theory can explain the relationship that
arises because of a contract between the shareholders (principals) who
delegate responsibility for managing a company to management (agents).
The problem that arises between these two parties is that each party
(principal and agent) has different goals, where the principal wants
satisfaction and prosperity for the shareholders, while management wants
the managers' welfare. Thus a conflict of interest arises between the
principals and agents.

Tax aggressiveness aims to minimize lower tax payments in which
the company's profits are greater and it is considered successful
management performance, if performance is measured from the profit it
can generate bonuses. Where the bonus can prosper the company's
management, large profits can also prosper shareholders because dividend
payments become larger. With management doing tax aggressiveness so
that profitability can be seen is good or not because later profitability can

be a measure of agent performance in tax aggressiveness.

Tax Aggressiveness

Companies consider taxes as a cost burden that can reduce company
profits. Therefore, companies tend to take actions that will reduce the
company's tax burden. According to Frank et al. (2009) in Indradi (2018),
actions were taken by companies to minimize taxable income through tax
planning, both legal and illegal are called corporate tax aggressiveness.
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Transfer Pricing

Refer to the Regulation of the Director-General of Taxes Number: PER-32 /
P] / 2011, transfer pricing determines prices in transactions between
parties who have a special relationship. Based on Simamora in Mangoting
(2000) in Panjalusman (2018), transfer pricing is defined as a special
selling price or the value used in inter-divisional exchanges to record sales
division income and buyer's division costs (buying division). In terms of
taxation aspects, Lyons in Panjalusman (2018), transfer pricing is the
company's price for goods, services, and intangible assets to companies
with special relationships.

Capital Intensity

Capital intensity is a characteristic of a company which is one of the factors
that can influence the company in implementing tax aggressiveness
avoidance practices. One of the characteristics of the company is the capital
intensity ratio (Muzakki, 2015). The intensity ratio is how much the
company invests its assets in fixed assets.

Profitability

Profitability describes the company's performance to get profit after
deducting tax expenses and other expenses, where profitability reflects the
results of company performance that generates profits from the
management of company assets, measured by Return on Assets (ROA)
(Vhalery et al. 2019).

The Effect of Transfer Pricing on Tax Aggressiveness

Many motivations encourage companies to engage in tax aggressiveness,
namely by minimizing the taxes paid. tax aggressiveness in various
countries is triggered by many things. One of the factors that trigger a
special relationship is the ownership relationship between one company
and another and this relationship occurs because of the relationship
between one party and another party that is not in a normal relationship.
The existence of a tax haven country, where the country applies a lower tax
rate to trigger multinational companies to invest in tax haven countries
(Setiawan et al. 2018). Lutfia and Pratomo (2018) stated that transfer
pricing has a positive effect on tax aggressiveness. So the hypothesis in this
study is
H1: Transfer Pricing has a positive effect on tax aggressiveness
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The Effect of Capital Intensity on Tax Aggressiveness

One of the objectives of company management is to get the desired
compensation by improving company performance. with increased
company performance, the company can take advantage of the
depreciation of fixed assets to reduce the tax burden that managers invest
funds that are not used in the form of fixed assets, which aims to increase
the depreciation expense as a deduction from tax expense. By reducing the
tax burden, it will have an impact on improving company performance, and
the desired performance compensation for managers will be achieved
(Muzakki 2015). Capital intensity has a positive effect on tax
aggressiveness (Rini et al. 2020). So the hypothesis in this study is
H2: Capital Intensity has a positive effect on tax aggressiveness

The Effect of Profitability on Tax Aggressiveness

Profitability is a measure in assessing the performance of a company.
Profitability describes the company's ability to use its assets efficiently to
generate company profits. Profitability is one of the determinants of the tax
burden because companies that have high profits will pay taxes every year,
whereas conversely, companies that have low profits or suffer losses will
pay less tax or not pay taxes at all (Rodriguez and Arias 2013 in Ardyansah
2014). Profit is the basis of taxation for companies. The higher the profit
generated by the company, the higher the tax obligations that must be paid,
so the company tends to take tax aggressiveness (Ayem and Setyadi
2019).). Profitability has a positive effect on tax aggressiveness (Andhari
and Sukartha 2017). So that the hypothesis in this study is
H3: Profitability has a positive effect on tax aggressiveness.

The Effect of Independent Commissioners on Tax Aggressiveness

The presence of independent commissioners on the board of
commissioners can improve the supervision of the performance of the
company's directors. Where more and more independent commissioners,
management supervision will be tighter. Many management is
opportunistic in that they have a motive to maximize the company's net
income to generate a large bonus. Profit has been used as the main
indicator of a manager's success. One way to increase net income is by
reducing costs, including corporate tax costs. To encourage managers to
become aggressive towards taxes, it is hoped that the greater proportion of
independent commissioners can increase supervision to prevent the
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aggressiveness of corporate taxes carried out by management (Suyanto
and Supramono, 2012). So that the hypothesis in this study is

H4: Independent commissioners negatively affect tax
aggressiveness

The influence of independent commissioners in moderating Transfer
Pricing on Tax Aggressiveness

Research by Saraswati and Sujana (2017) reveals that transfer pricing has
a positive effect on tax aggressiveness. which can show that the higher tax
burden triggers management to carry out transfer pricing with the hope of
reducing this burden because in general business practice the company
identifies tax payments as an expense so that the company will always try
to minimize this burden to optimize profits.

The practice of tax aggressiveness through the transfer pricing
scheme contained in the explanation of the Income Tax Law is still very
simple. Therefore, the company implements transfer pricing to increase
the amount of profit to increase the bonus for management to encourage
management to undertake tax aggressiveness. With the increase in profit,
it is expected that the proportion of independent commissioners will also
increase, wherewith the increase in independent commissioners,
management supervision will be tighter. So the hypothesis in this study is

H5: Independent Commissioner weakens the positive effect of
Transfer Pricing on Tax Aggressiveness

The Effect of Independent Commissioners in moderating Capital
Intensity on Tax Aggressiveness

Capital intensity is the ratio between fixed assets (such as equipment,
machinery, and various properties) to total assets, where this ratio
describes the number of company assets invested in fixed assets that the
company needs to operate, capital intensity is related to the company's
investment in fixed assets. The higher the intensity capital of a company,
the depreciation burden of fixed assets increases. So that it will cause the
company's profits to decrease and the tax payable by the company will also
decrease. If the company's profit decreases, then the company has a low
ETR which can indicate a higher level of tax avoidance (Dwiyanti and Jati
2019).

Fixed assets will experience depreciation which will become
depreciation expense in the company's financial statements. This
depreciation expense can be deducted from income in corporate tax
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calculations. This means that the higher the depreciation expense, the
lower the taxes that must be paid by the company. This has a significant
impact on companies with a large level of capital intensity ratio showing a
low effective tax rate, with a low effective tax rate indicating that the
company is engaging in tax aggressiveness, therefore an independent
commissioner is needed to oversee the management of the company to
avoid taxes. So the hypothesis in this study is

H6: Independent Commissioners weaken the positive influence of
Capital Intensity on Tax Aggressiveness

The influence of the Independent Commissioner in moderating
Profitability on Tax Aggressiveness

The profitability of the company describes the effectiveness or failure of
management in managing the company so that it can achieve the targets
desired by the company owner. The more the company's profitability
increases, the more liabilities in the tax sector will increase (Andhari and
Sukartha 2017). Independent commissioners in a company will indirectly
affect tax management, the greater the number of independent
commissioners, the tighter it is possible to reduce tax aggressiveness by
company management (Eksandy 2017). So that the hypothesis in this study
is

H7: Independent Commissioner weakens the positive influence of

Profitability on Tax Aggressiveness

Based on the description above, this research model can be described as follows:

Figure 1 Research Model

Transfer Pricing

Tax
Capital Intensity Aggressiveness

Profitability
Independent
Commissioner
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RESEARCH METHODS

Research design

The research design used in this study is a descriptive method with a
quantitative approach by conducting hypothesis testing regarding the role
of independent commissioners in moderating the effect of transfer pricing,
capital intensity, and profitability on tax aggressiveness in manufacturing
companies listed on Indonesia Stock Exchange from 2016 to 2018. This
study aims to test and provide empirical evidence about the role of
profitability in moderating the effect of transfer pricing, independent
commissioners, and capital intensity on tax aggressiveness in
manufacturing companies from 2016 to 2018.

Population and Research Sample

In this study, the population and sample were companies in the
manufacturing sector listed on the Indonesia Stock Exchange from 2016 to
2018. The sampling technique used purposive sampling with the following
criteria: 1) Manufacturing companies listed on the Indonesia Stock
Exchange consecutively for three years 2016 to 2018; 2). Financial reports
using the Indonesian currency (Rupiah); 3). The financial report ended on
December 31; 4). The company has net income from 2016 to 2018; 5).
Companies that have special trade receivables, 6). A company that has an
independent commissioner by financial services authority regulations.

Variable measurement presents the concept of variables in general
and other information regarding the indicators, measures, and scale of
measurement of variables. Table 3 below clarifies the measurement of
variables:
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Table 3 Measurement Variables

Variable Indicator Scale
Tax Aggressiveness ETR = Payment of taxes Ratio
(Assalam et al. 2019) Profitbefore tax
Transfer Pricing (Lutfia _ Piutang Usaha Istimewa Ratio
and Pratomo 2018) N Total Piutang
Capital Intensity (Rini et CAP = Total Net Fixed Assets Ratio
al. 2020), (Ardyansah, Total Asset
2014)
Profitability (Arianandini ROA = Net Profit Before Tax Ratio
dan Ramantha 2018) Total Asset
Komisaris Independen KI Ratio

(Rini et al. 2020)

Number of Independent Commissioners

Number of Commissioners

Research Model

The data analysis technique used by researchers is panel data regression
analysis which has the following equation :

TaxAgg = o + B1TP + B2CAP + B3ROA + B4KI + B5TP * KI + B6CAP *
KI+ B7ROA*KI + e

Where TaxAgg is tax aggressiveness, the symbol o denotes a
constant, $1, B2, B3 respectively indicating transfer pricing, capital
intensity, and profitability. Whereas (34, 5, 6, 7 are the regression
coefficients and the symbol e shows the error time.

Data analysis method

The data analysis technique used is a panel data regression analysis model
by performing the Chow Test, Hausman Test, and Lagrangian Multiplier.
Chow test is a test to determine whether the Common Effect (CE) or Fixed
Effect (FE) model is the most appropriate to be used in estimating panel
data. The Chow test where for TaxAgg using Eviews 10 concludes that for
the TaxAgg proxy which compares based on the test results of the common
effect model and the fixed effect model where prob <0.05, the suitable
model has used fixed effects and vice versa. Then the next step is to do a
random effect then perform the Hausman test, where the hypothesis in this
study was tested using panel data regression. In the panel data model, it
will be tested whether it uses fixed effects or random effects using the
Hausman test. The fixed-effect model assumes that the independent
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variable is correlated with the error, while the random effect model is the
opposite.

However, if the chow test turns out to choose a common effect, then
the next step that must be done is the random effects test then the
Lagrangian multiplier test to determine whether to choose a common
effect or a random effect.

The classic assumption test is used if the selected common effect
model is chosen, then the classic assumption test consists of a normality
test, multicollinearity test, autocorrelation test, heteroscedasticity test.

Descriptive statistical test to get an overview of all the data that has
been previously obtained.

Hypothesis testing is obtained from the test results using a
regression model. Test the coefficient of determination (Adj. R2) with the
coefficient of determination between zero (0) and one (1), if the value of
R2 is close to 1 then the correlation is perfect. The F statistical test explains
whether all the independent variables included in the model have a joint
effect on the dependent variable. The F statistical test has a significance of
0.05. If the significance of F <0.05, the hypothesis is accepted. The t
statistical test shows how far the influence of one independent variable
individually in explaining the dependent variable, with a significance value
fl = 5%. If the significance value of t (p-value) <0.05, the hypothesis is
accepted (Ghozali, 2016).

RESULTS AND DISCUSSION

Based on the sample selection criteria carried out by purposive sampling
method, this study uses a sample size of (144) companies. The total number
of research observations was (432) samples (observations from 2016-
2018). Table 2 below is a description of sample selection:
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Table 4.1 Company Sample Selection Results

No Criteria Company
1 The manufacturing company was listed on the Indonesia Stock 144
Exchange for 3 consecutive years from 2016 to 2018.
2 Companies that are not using Indonesian currency (Rupiah) (30)
3 Financial statements that do not end on December 31 (0)
4  The company had a net loss from 2016 to 2018 (36)
5 Companies without receivable (26)
6 Companies did not have independent commissioners by the 3)
regulations of the financial services authority
Companies that meet the criteria 49

Source: author processed data
DATA ANALYSIS AND INTERPRETATION

Chow test

Table 4.2 Statistical Test Results Using Chow Test

Redundant Fixed Effects Tests
Pool: KODE
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 2.670220 (48,91) 0.0000
Cross-section Chi-square 129.211630 48 0.0000

Processed data: Eviews 10
From the results of the chow test above comparing based on the
results of the common effect model test and the fixed effect model where
the prob <0.05 = 0.0000 <0.05 so that the suitable model is the fixed effect

model, then the next step is to perform the Hausman test.
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Hausman Test

Table 4.3 Statistical Test Results Using the Hausman Test

Correlated Random Effects - Hausman Test
Pool: KODE
Test cross-section random effects

Chi-Sq.
Test Summary Statistic  Chi-Sq. d.f. Prob.

Cross-section random 18.581892 7 0.0096

Processed data: Eviews 10

From the above test, the following results are obtained: Prob <0.05
=0.0096 <0.05 so that the suitable model is the fixed effect model. Because
the Chow and Hausman test selected is the fixed effect model, there is no
need to perform a Lagrangian multiplier test and classical assumption test.
Then the next step is to do descriptive statistical tests and regression
equations using test results from the fixed-effect model. Descriptive
statistics can be seen in Table 4.4 below:

Table 4.4 Test of Regression Equations and Interpretation of Panel
Data Regression Models Descriptive statistics

ETR? TP? CAP? ROA? KI? TP_KI?  CAP_KI? ROA_KI?
Mean -0.260177 0.241608 0.600996 0.091419 0.415363 0.100643 0.246946 0.041985
Median -0.252785 0.092231 0.614359 0.062703 0.375000 0.038420 0.232942 0.026052
Maximum -0.012421 0.962272 1.124646 0.526704 0.800000 0.481136 0.562323 0.373281
Minimum -0.580871 7.904723 0.192689 0.004857 0.200000 2.634908 0.072318 0.001619

Regression Models Descriptive Statistics
Processed data: Eviews 10

Table 4.4 shows that the number of data studied was 147 data or 49
companies. The tax aggressiveness variable (ETR?) Has the lowest value of
-0.580871 with the highest value of -0.012421. The average value is -
0.260177 with a standard deviation of 0.077287. The smaller the accrual
value of a company, the higher the level of tax aggressiveness.

Transfer pricing variable (TP?) Has the lowest value of 0.962272
with the highest value of 7,904723. The average value is 0.241608 with a
standard deviation of 0.290514. The significant average value of transfer
pricing indicates that the effect of transfer pricing can minimize corporate
tax, which is explained by the special relationship between one company
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or between divisions resulting in aggressive tax if the transfer price of a
transaction is smaller or lower than the market price.

The intensity capital variable (CAP?) Has the lowest value of
0.192689 with the highest value of 1.124646. The average value is
0.600996 with a standard deviation of 0.185313. The significant average
value of capital intensity shows that where management can take
advantage of the depreciation of fixed assets to reduce the company's tax
burden. So that managers will invest funds that are not used by the
company in the form of fixed assets, to increase depreciation costs as a
deduction from tax expense.

The profitability variable (ROA?) Has the lowest value of 0.004857
with the highest value of 0.526704. The average value is 0.091419 with a
standard deviation of 0.092895. The significant average value of
profitability shows that the effect of profitability on corporate tax
minimization can be explained by an increase in company profits. The
greater the profit the company gets, the more aggressive the company is in
minimizing its tax obligations.

The independent commissioner variable (KI?) Has the lowest value
of 0.200000 with the highest value of 0.800000. The average value is
0.415363 with a standard deviation of 0.110680. The average value of the
significant proportion of independent commissioners shows that the effect
of independent commissioners on minimizing corporate tax can be
explained by the increase in the number of independent commissioners.
the greater the influence to oversee company performance.

The variable transfer pricing_Independent commissioner (TP_KI?)
Has the lowest value of 2.634908 with the highest value of 0.481136. The
average value is 0.100643 with a standard deviation of 0.128403. The
average value of transfer pricing with independent commissioners as a
moderating variable shows that it is significant that where independent
commissioners can strengthen the effect of transfer pricing in tax
aggressiveness with a special relationship between one company or
between one division.

The independent capital intensity_independent commissioner
variable (CAP_KI?) Has the lowest value of 0.072318 with the highest value
of 0.562323. The average value is 0.246946 with a standard deviation of
0.093481. The average value of capital intensity with independent
commissioners as a moderating variable shows that there is a significant
effect where independent commissioners can strengthen the effect of
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capital intensity on tax aggressiveness. This has a significant impact on
companies with large levels of capital intensity ratios indicating a low
effective tax rate, with a low effective tax rate indicating that the company
is doing tax aggressivity, therefore an independent commissioner is
needed to oversee the management of the company in its business.

The profitability_independent commissioner variable (ROA_KI?)
Has the lowest value of 0.001619 with the highest value of 0.373281. The
average value is 0.041985 with a standard deviation of 0.056637. The
average value of profitability with independent commissioners as a
moderating variable shows that there is a significant influence where
independent commissioners can strengthen the effect of profitability so
that by increasing company profits, the company's avoidance will be more
aggressive. This proportion of independent commissioners plays an
important role in the company's management in taking action.

Significance Test of Adjusted R-squared (Adjusted R?)

Based on table 4.5 below, Adjusted R2 has a value of 0.387501. Thus, the
variation in the value of tax aggressiveness can be shown by the
independent variable with 38.75%. The remainder of the Adjusted R2
value of 61.25% is explained by other factors outside the research model.

Table 4.5 Statistical Test Results Using a fixed model

Dependent Variable: ETR?

Method: Pooled Least Squares

Included observations: 3

Cross-sections included: 49

Total pool (balanced) observations: 147

R-squared 0.618237 Mean dependent var -0.260177
Adjusted R-squared 0.387501 S.D. dependent var 0.077287
F-statistic 2.679414 Durbin-Watson stat 3.382094
Prob(F-statistic) 0.000015

Processed data: Eviews 10

Simultaneous Significance Test (Test F)

The F statistical test shows whether all the independent or independent
variables included in the model have a joint influence on the dependent
variable. This test is carried out using the independent variable transfer
pricing, capital intensity, profitability, and independent commissioners as
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a moderation jointly (simultaneously) to the dependent variable that is tax
aggressiveness.

Table 4.5 above shows where the probability value (F-static) is
0.000015 or less than 0.05, then HO.1 is rejected, meaning that the
independent variables in this study are Transfer Pricing, Capital Intensity,
and Profitability, and independent commissioners together. affect the
dependent variable, namely tax aggressiveness in manufacturing sector
companies listed on the Indonesia Stock Exchange (IDX) for the 2016-2018
period.

Partial Significance Test (t-test)

The t statistical test shows how much influence the independent variable
has on individually explaining the dependent variable.

Tabel 4.6 Partial Significance Test Results (t-test)

Variable Coefficient t-Statistic Prob. 1-Tailed Information
C -0.710431 0.183470 0.0002 0.0001
TP? -0.009112 -0.048735 0.9612 0.4806 Rejected
CAP? 0.647101 2.382761 0.0193 0.0096 Received
ROA? 1.381868 2.173520 0.0323 0.0161 Received
KI? 0.554674 1.457901 0.1483 0.0741 Rejected
TP_KI? -0.067607 -0.173457 0.8627 0.4313 Rejected
CAP_KI? -1.094802 -1.879206 0.0634 0.0317 Received
ROA_KI? -0.381285 -0.290192 0.7723 0.3861 Rejected

Processed data: Eviews 10

Based on Table 4.6 above, the panel data regression model equation
is formulated which explains the role of the Independent Commissioner in
moderating the effect of Transfer Pricing, Capital Intensity, and
Profitability on Tax Aggressiveness in manufacturing companies listed on
the Indonesia Stock Exchange in 2016-2018, namely:

TaxAgg = -0.710431 - 0.009112X1 + 0.647101X2 + 1.381868X3 +
0.554674X4 - 0.067607X5 + 1.094802X6 - 0.381285X7 + ¢

Where: TaxAgg = Tax Aggressiveness, X1 = Transfer Pricing, X2 =
Capital Intensity, X3 = Profitability, X4 = Independent Commissioner, X5 =
Transfer Pricing_Independent Commissioner, X6 = Capital
Intensity_Independent Commissioner, X7 = Profitability_Independent
Commissioner, € = Error Commissioner

Based on the results of the t-test in table 5, it can be concluded as
follows:
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H1: Transfer Pricing has a positive effect on tax aggressiveness

With a significance level of 5% (95% confidence), where there is a
relationship between the transfer pricing variable and tax aggressiveness
is not significant, where the regression is the negative coefficient of -
0.009112 and a 1-tailed value of 0.4806 above 0.05, meaning that HO is
accepted. . H1 is rejected. Based on agency theory, agency conflicts occur
between managers and holders of shares due to the information gap
between the two parties. This condition will have the effect of reducing
shareholders' expectations to obtain profits from the company's
operations due to this opportunistic behavior so that the company will
perform manipulations on financial statements to minimize tax
obligations. this research is in line with Setiawan et al. (2018) where this
may be caused by several factors, such as changes in the government
system which led to the emergence of many new policies such as tax
holidays, tax amnesty, and so on. and this research is not in line with the
research of Lutfia and Pratomo (2018), Saraswati and Sujana (2017),
Tirayoh (2017), Rachmat (2019), Saraswati and Sujana (2017) and Rusli
(2017).

H2: Capital Intensity has a positive effect on tax aggressiveness

From the results of testing the model equation, with a significance
level of 5% (95% confidence), it is known that the relationship between the
capital intensity variable and tax aggressiveness is significant, with a
positive regression coefficient of 0.647101 and has a value of 1 - Tail level
0.0096 below 0,05. HO is rejected, H2 accepted. this research is in line with
research conducted by Andhari and Sukartha (2017), Ayem and Setyadi
(2019), Dwiyanti and Jati (2019), Rini et al. (2020) which shows that
capital intensity has a positive effect on tax aggressiveness. If the capital
intensity increases, the company will be more aggressive towards tax
obligations. The company's investment in fixed assets causes depreciation
expense. This expense can be a tax deduction, when the capital intensity
increases, the company's ETR value will decrease because of the additional
burden. So that companies are more aggressive in increasing tax avoidance
and corporate profits so that the agency theory is that shareholders and
management prosper with the profit. And these results are not in line with
research conducted by Indradi (2018), Vhalery et al. (2019), Asalam
(2019), Zulaikha (2014), and Darsono (2015).

H3: Profitability has a positive effect on tax aggressiveness
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With a significance level of 5% (95% confidence), it is known that
the relationship between the profitability variable and tax aggressiveness
is significant, with a positive regression coefficient of 1.381868 and a 1-
Tailed value of 0.0161 below 0.05, meaning that HO is rejected. H3 is
accepted. . The results of this study are in line with research conducted by
Andhari and Sukartha (2017), Ayem and Setyadi (2019), Dwiyanti and Jati
(2019), and Rinaldi and Cheisviyanny (2015) where the greater the
company generates profits, the more aggressive the company will practice
avoidance. tax liability. with increased profits, the private party is
motivated to make welfare for themselves, and the agent is motivated to
maximize the fulfillment of economic needs. This research is not in line
with the research conducted by Bambang et al. (2017), Hidayat and Sopian
(2016), Zulaikha (2014), and Arianandini and Ramantha (2018).

H4: Independent commissioners have a negative effect on tax
aggressiveness

With a significance level of 5% (95% confidence), it is known that
the relationship between the independent commissioner variable and tax
aggressiveness is not significant, with a positive regression coefficient of
0.554674 and a 1-tailed value of 0.0741 above 0.05, meaning that HO is
accepted by H4. . rejected. The results of this study are in line with research
conducted by Ardy and Kristanto (2015), Lutfia and Pratomo (2018), Rini
et al. (2020), Rosidy and Nugroho (2019), Ardy and Kristanto (2015),
Zulaikha (2014) where the company has a small percentage of independent
commissioners can make independent commissioners who are outsiders
of the company entrust their performance to company management so that
the agency theory gap here plays a role because there is a difference in the
decision. Here the shareholder's voice greatly influences decision making
so that the independent commissioner plays a small role. And this research
is not in line with research conducted by Askandy (2017), and Suyanto and
Supramono (2012).

H5: Independent Commissioner weakens the positive effect of
Transfer Pricing on Tax Aggressiveness

With a significance level of 5% (95% confidence), it is known that
the relationship between the board of commissioners' variables through
transfer pricing and tax aggressiveness is not significant, with a negative
regression coefficient of -0.067607 and a 1-tailed value of 0.4313 above.
0.05, which is measured by the proportion of independent commissioners
does not affect the relationship between transfer pricing and tax
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aggressiveness. This shows that independent commissioners cannot
moderate in strengthening or weakening the relationship between transfer
pricing and tax aggressiveness. So there is no influence between
independent commissioners through transfer pricing and tax
aggressiveness so that HO is accepted. H5 rejected. This research is in line
with research (Hasna and Mulyani 2020) where the more the proportion
of independent commissioners, the more difficult it will be to unify
opinions, there is a gap between principals and agents where there are
many differences of opinion. That way it will have an impact on slowing
down the problem-solving time so that it is used by managers to commit
fraud by using a transfer pricing scheme to increase profits and reduce tax
burdens that have an impact on the benefits that will be received by
managers.

H6: Independent Commissioners weaken the positive influence of
Capital Intencity on Tax Aggressiveness

With a significance level of 5% (95% confidence), it is known that
the relationship between the independent commissioner variable through
capital intensity and tax aggressiveness is significant, with a negative
regression coefficient of -1.094802 and a 1-tailed value of 0.0317 below.
0.05, which is measured by the proportion of independent commissioners
affects the relationship between capital intensity and tax aggressiveness.
This shows that independent commissioners can moderate in weakening
the relationship between capital intensity and tax aggressiveness. This
shows that the independent commissioner weakens the positive influence
between capital intensity and tax aggressiveness so that HO is rejected, H6
accepted. Research is the same as research (Sitorus and Bowo 2018) where
fixed assets experience depreciation which will become depreciation
expense in the company's financial statements. this depreciation expense
can be spent to reduce the tax to be paid. This means that the greater the
depreciation cost, the smaller the tax rate that must be paid by the
company. Due to differences in interests between principals and agents,
this has a significant impact on companies with large capital intensity
ratios which indicate a low effective tax rate, with a low effective tax rate
indicating that the company is tax aggressivity, therefore independent
commissioners are needed to oversee company management in its actions
to evade taxes. This research is not in line with research (Sinaga and
Suardikha 2019).
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H7: Independent Commissioners weaken the positive influence of
Profitability on Tax Aggressiveness

With a significance level of 5% (95% confidence), it is known that
the relationship between the independent commissioner variable through
profitability and tax aggressiveness is not significant, with a negative
regression coefficient of -0.381285 and a 1-tailed value of 0.3861 above
0.05., which means that as measured by the proportion of independent
commissioners does not affect the relationship between profitability and
tax aggressiveness. This shows that independent commissioners cannot
moderate in strengthening or weakening the relationship between
profitability and tax aggressiveness. This shows that there is no influence
between independent commissioners through profitability and tax
aggressiveness so that HO is accepted. H7 rejected. This research is in line
with research (Mega 2020) where the existence of independent
commissioners has not been able to carry out their supervisory duties
effectively by laws and regulations and the lack of control over employees
makes it easier to carry out tax aggressiveness. Due to the gap in these
differences, the large proportion of independent commissioners does not
guarantee that the profit generated by the company will increase because
here the independent commissioner plays a role in fulfilling regulations.

CONCLUSION, RESEARCH LIMITATIONS AND SUGGESTIONS

Conclusion

This study aims to empirically prove the role of independent
commissioners in moderating transfer pricing, capital intensity, and
profitability on tax aggressiveness. The object of research that became the
sample of this research is 49 manufacturing companies listed on the
Indonesia Stock Exchange in 2016-2018. Based on the test results
previously described, the following conclusions were obtained:

1. Transfer pricing does not have a positive effect on tax
aggressiveness.

Capital intensity has a positive effect on tax aggressiveness.

3. Profitability has a positive effect on tax aggressiveness.
Independent commissioner has no negative effect on tax
aggressiveness.

5. Independent commissioners cannot moderate in weakening

transfer pricing against tax aggressiveness.
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6. Independent commissioners can moderate in weakening capital
intensity against tax aggressiveness.

7. Independent commissioners cannot moderate in weakening
profitability against tax aggressiveness.

Research Limitations

Current research seeks to provide a comprehensive view. There are several
limitations to tax aggressiveness. First, this study is based on the secondary
database, the reliability depends on the accuracy of the data. Second,
sampling for the study is limited in time, that is, it only uses a period of 3
years (2016-2018) with 49 companies sampled. Lastly, do some research
focuses only on company-specific factors and ignores other factors such as
political influence and so on. One can broaden the findings of this study to
include other factors

Suggestion

Based on the research results and matters related to the conclusions that
have been obtained, the suggestions from researchers for further research
are as follows:

1. For researchers, it is advisable to extend the research year, for
example, the previous researcher is three years, then the next
research is 5 years or more so that the period in the next study can
provide more samples as well accurate results.

2. Future research can use financial companies so that further
research can provide more company samples as well as accurate
results.

3. In further research, the researcher can add other variables that are
outside the research model, such as leverage, company size, or
politics to get more variants and better results.
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Based on the research results as well as matters related to the
conclusions that have been obtained, the suggestions from researchers for
company management are as follows:

Actions by company management are needed to analyze the
possibility of risk arising from decisions made by applicable tax laws and
regulations, seen from the capital intensity and profitability variables.
positive effect on corporate tax aggressiveness.
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ABSTRACT

Tax iz a sector that plays an Important role in the econamy. The largest state
reveniee must continee to be increased so that the country's growth and
development can run well. But for busivess tax as a burden. Therefore, it is
only nataral to try to avaid the tax burden, Management actions planned to
minimite corparate tax payments through tax aggressiveness actvities are
comman amang companies throughout the warld, This study aims o see the
rabke of independent commissioners in moderating the effect of transfer
pricing, capital intensity, and proficability on tax apgressiveness. The
population and sample in this study are manufacturing companies listed on
the Indonesia Steck Exchange (BEL) for the 2016-Z018 period. The sampling
method used was purposive sampling. The analysis teol used & pamel data
regreasion analysis. The results showed that 1). Capital intensity and
profitability each have a positive effect on tax aggressiveness. 2). Transfer
prices and independent comeisgboners are not subject o tay agpressiveness.
3). Independent commissioners can moderate weaken the influence of capital
on tay aggressiveness 4} Independent Commissioners a5 measured by the
Total Board of Commissioners divided by the |ndependent Commibssiomers
[Kl] are unable to assess or weaken the relationship between transfer pricing
n‘ﬂfﬂl'bllilj' and tax aggressiveneas.

Keywords Tax Aggressiveness, Transfer Pricing, Capital Intensity,
Profitability, and Independent Commissoner,
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‘The Bole of independent Commissioners in Moderating The Effect of

Trwnsher Pricing, Capleal Intensicy and Profssbiliny Towands Tax Hiiryatsn
Aggressivity Sush Bl Mulbyasni
INTRODUCTION

Taxes are the largest source of state revenue when compared to other
sorees al income in Indopestia. Belerring to Law 16 of 2009 concerning
General Provisions for Taxation Article 1 paragraph 1, the dellnition of tax
s a mandatory contribution to the state-owned by an individual or entity
that is compeliing under Law, without receiving divect compensation and
used for state purposes For the greatest prosperity of the people. The tax
sector is a driving force in developing public fadlites that are pohlic,
tntended here ta hr'lp the com I'rmrl.lt}r:lnd assigk in fins neing the ml.,l:rll."r'!.r'.!:
interests,

Achievement of targets in the field of taxation in 2018 with the
tssunnce of lnws relating to open access and infarmation on financlal data
that the fiscal [tax) sector's revenue target hics been successful Bpol 3159
trillion or 92.4%. which did not meet the target, The 2018 mx tarpet is Rp.
1424 willion, meaning that the lack of tax revenue In 2018 is Rp 1081
trillion, The reasen for not achieving the trget is that the tax authorities
and the company have several conflicting interests, such as corporate
incomee, ey, ncone by levied an beiness satithes for their eose and
operating  profic.  both  domestic  and  overseas  [hoome
(eeonomy okezone com, 20109, Por companles or business entides, tax s
ane of the main burdess that reduce the company's profit, where
management secks toh reduce the tax burden. Companies’ actions o
minimize tavahle income through tax planping, legal and illepal, are called
cEporale ax aggressiveness,

Transter priving practioe can occur because of a special relationship
berween compances ina multinationsl group of companies o negotiate and
waork together to determine the transfer pricing price [Rusll ot al., 2017).
Companies often uze the proctice of transfer to minlmize @y obligations
that must be paid. In transfer pricing, muldnational companies tend oo
reduce their fax obligations from countries with bigh teo rates to countries
that apply low tax rales that ere carmed out by reducing the selling price
between companies in the same group to reduce company profits and
riluce tax oblipations.

There 15 a transfer pricng case between I'T. Adaro Indonesia and its
stibsidiary, Coaltrade Services Intemational Pte Lid, have shaown that them
are indications of misuse of the campany’s transfer pricing system. The
Government of Indonesia, through the Thrector-General of Taxes, asked
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Adare to pay an additional tax of U § 33.2 million. Coaltrade’s accounts
shiow, In the three years before 2009, Coaltrade earned an average of U5 %
4 million in commissions per year. 5o Indonesia could receive up to the US
% 125 million in ad ditional Adaro taxes between 2009- 2017, or nearly US
5 14 million per yvear, This amount means that every year Adare is
suspected of not paving taxes up to the U5 5 14 million. This case was
revealed i 2019, where there is much evidence that many companies are
still trying to carry out transfer pricing to minimize their tax obligations,

Capital intensity is a company's investment in fixed assets, where
one of the fived assets is used by the company to produce and get & profit.
The company's investment in fixed assets will cause a deprecation expense
on the invested fived assets The depreciation expense for fixed assets in
the Indonesian taxation regulations varies depending on the classification
of the fixed assers [Andhari and Sukartha, 2007), Research on the efect of
capital Intensity on tax aggressiveness has been carried out by Andhari and
Sukartha [2017). Companies prefer to invest in fixed assets so that a high
depreciation expense arises, and this expense will reduce company profics
to reduce corporate tax obligations.

Profit is the company’s ahility to henefit from the activities the
company carmies out [Zulaikha, 2014). Profitabillty Is one of the tax burden
determinants because companies with higher profits will pay higher taxes.
If the profitability ratio is high, it shows the efficiency carried out by
company management. Increased profit results in increased company
profitahiliey sa that the tax abligations that must be paid also increase.
Alternatively, it can be sald that there Is a possihllity that the company Is
rying to avold tax obligations (Rinaldi and Cheisvivanny 2015].

Independent commissioner is the moderating variable, The board
of commissioners i a party that plays a role in overseeing the company's
directors' performance. The independent board of commissioners is
considered to have better supervision because it is free from internal
company lnterests. With the increasing number of independent boards of
commissioners, the company's internal supervision is getting tighter (Andy
and Kristianta 2015).

From the ilﬂ'udmﬁnn above, the researcher aims to find empirical
evidence for this role of independent commissioners in moderating the
effect of transfer pricing. capital intensity, and profitability on tax
aggressiveness, The differences of this research with prior that this
research tax appressiveness as a dependent wvariable, the independent
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varlable |s transfer pricing (Lutfia and Pratomo 2018), capltal intensity
[Rini et al. Z020), profitability [Andhari and Sukartha (2017). and
independent commissioners [Rini ot al, 2020) as a moderating variable
while previous study independent commissioners as  Independent
variables. Independent commissioner as a moderating variahle hecause it
ks assumed to have a close relationship with the dependent variable. The
closer the relationship, the more aggressive the company, 1= in avaiding
taxes

FOUNDATION OF THEQORY AND DEVELDPMENT OF HYPOTHESES

Agency Theory

Jensen and Meckling [1976) agency theory can explain the relationship that
arises because of a contract between the sharcholders [principals ) who
delegate responsibility for managing a company to management [agents].
The problem that arises between these two parties is that each party
(principal amd agent] has different poals, where the principal wants
satisfaction and prosperity for the shareholders, while management wants
the managers” welfare, Thus a conflict of interest arises hetween the
principals and agents,

Tax aggressiveness aims to minimize lower tax payments in which
the company's prohts are greater and it is considered  sucoessful
management performance, if performance is measured from the profit it
can penerate bonuses. Where the bonus can prosper the company's
management, large profits can also prosper shareholders because dividend
payments become larger. With management doing tax aggressiveness so
that profitability can be seen is good or not because later profitability can
be a measure of apent performance in tax aggressiveness.

Tax Aggressiveness

Companies consider taxes ag a cost burden that can reduce company
profits, Therefore, companies tend to take actions that will reduce the
company’s tax burden. According to Frank et al. (2009] in Indradi (2018]),
actions were taken by companies to minimize taxable income through tax

planning, both legal and illegal are called corporate tax aggressiveness,
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Transfer Pricing

Eefer to the Regulation of the Director-General of Taxes Number PER-32 [
F] / 2011, mransfer pricing determines prices in transactions beoween
parties who have a speclal relationship, Based on Simamora in Mangoting
(Z0H00) in Panjaiusman (Z008), transfer pricing s defined a8 a speocal
selling price or the valie used in inter-divisional exchanpes to record sakes
division income and bayer’s division costs [buying division), In borms of
taxation aspects, Lyons in Fanjalusman [2008], transfer priong is the
company’s price for goods, services, and intangible assets to compenbes
weith special relationships,

Copital lntensity

Caplial intensity is a characteristic ol a company whbch |5 one of the Mctors
that @n influence the company in implementing G aperessivemnss
avoldanee practices, One of the characteristics of the company 15 the capical
intensity ratio [Muzakkl, 20015) The intendity rotio s bhow much e
company invests its assets in fixed assets.

Profitability

Profiiahility describes the company's performance to get prodle afier
deducting tax expenses and other expenses, where profitability reflects the
resulis of company perdormance that generstes profits fmom  the
management of company assets, mieasured by Heturm on Assets [ROA)
(Vhalery ctal. 2019).

The Effect of Transfer Pricing on Tax Aggressivencss

Many motivations encourage companies (o engage in tax aggressivensss,
namely by minimiring the taxes pald tax aggressivensss in varlows
countries Is triggered by many things. One of the factors that trigger a
gpecial relationship s the ownership relationship betwesn one company
and another and this relationship occurs becouse of the relatonship
betwesn one party and another party that is not in a normal relationship.
The existénce of 2 tax haven country, where the country applies a lower tax
rate to trigger multinational companies Lo invest in tax haven couniries
[Getiawan et al. 20018), Lutfa and Praboomo (2008] stated that transfer
pricing has a positive effect on @y aggressiveness. So the hypothesis in this
sty is
H1: Transfer Pricng has a positive effect on tay aggressiveness

1H5
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The Effect of Copital Intensity on Tax Aggressiveness

One of the oblectives of company muanagement s w get the desired
componsation by improving company porformance.  with  increasod
company performance, the company can take advantage of the
depreciation of fixed assets to redece the mx burden that managers (nvest
fund= that are not used in the form of leed assets, which aims o increase
the deprediation expense 05 a deduction fram tax expense. By reducing the
bax burden, it vall have an impact on improviog company performance, and
the desired performance compensation for managers will be achieved
[Muzakki 2015), Capital intensity has o positive effect on tox
apgressivimess (Hinl et al 20020}, 5o the hypothesis in this study is

H2: Capital Intensity has a positive elfect on tax aggressiveness

The Effect of Profitability on Tox Aggressiveness

Proftability = o0 measure in assessing the performuance of a cwnpany.
Profitability describes the company’s abiliby to use its assets efficient]y to
generpte company profits. Profitability is one of the determinants of the tax
burden hocaese companics that have high profits will pay tioes ewery yer,
wihisreas conversely, companies st lave low profits or suffer losses will
pay bess mx or not pay myes at all [Rodrigoez and Arias 2013 in Ardyansah
2014). Profit-is the basis ol taxation lor companies The higher the profit
generated by the company, the higher the tax obligations that must be paid,
5o the compeiny tends to ke by apgressiveness [Avem and Setyadl
20119},). Profitability has a positive effect on tax aggressivimess (Andhari
and Sulartha 2007). 5o that the hypothesis in this smdy is

H3: Profitability has a positive effect on tax aggressiveness,

The Effect of mdependent Commissfoners on Tax Aggressiaamess

The presence of independent commissioners on the board of
comimi=sioners con improve the sopervision of the performance of the
coinipany’s directors. Where more and more independent commissioners,
monagement  supervision will be  tighter. Mony monsgemen: s
oppartunistic in that they have o motive to maximize the company's net
income to penerate a large honus, Profic has besn uzed az the maln
indicator of 8 manager's success, One way 1o increase net income is by
reducing costx, induding corporate ax costs. To ERcourage MansZers i
hecame .'Jt'_grl:-:ﬁil.-l.r Tovevarels tawes, it {9 !1|||1|:d thil e grl.-.'.l.tl.-r r.|r|.1|1|:||:'li|1||. il
independent commissieners can Inorease supervision to prevent the

| B
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apgressiveness of corporate taxes carried out by management [Suyanto
and Supramaona, 200 2). So that the hypothesis in this study is

H4: Independent  commissioners  negatively  affect  tax
apgressiveness

The influence af independent commissiomars in moderating Tronsfer
Pricing on Tax Aggressiveness

Research by Saraswati and Sujana [2017) reveals that transfer pricing has
a positive eflfect on tax agpressiveness, which can show that the higher tax
hurden triggers management to carry out trans fer pricing with the hope of
reducing this burden because in general business practice the company
identilies tax payments as an expense so that the company will always try
to minimize this burden to optimize profits.

The practice of tax aggressiveness through the transfer pricing
scheme contained in the sxplanation of the Income Tax Law iz still very
simple. Therefore, the company implements transfer pricing to increase
the amount of profit to increase the bonus for management (o encourage
management o undertake tax aggressiveness. With the increase in prolit,
it is expected that the proportion of independent commissioners will also
increase, wherswith the increase in independent commissioners,
management supervision will be tighter. Sa the hypothesis in this study is

H5: Independent Commissiener weakens the positive effect of
Transfer Pricing on Tax Appgressivensss

The Effect of Independent Commissioners in moderaling Copital
lirtensity on Tax Aggressiveness
Capltal Intensity |s the ratio between fived assets (such as equipment,
machinery, and vanous properties] to botal assets, where this ratio
descrbes the number of congpany assets Invested in fixed assets that the
campany needs o operate, capital intensity s related o the company’s
investment in fixed assets. The higher the intensity capital of a company,
the depreciation burden of ixed azsets Inmeea&'.- that it will cause the
company’s profits to deoarease and the tax payable by the company will also
decrease. If the company’s profit decreases, then the company has a low
ETR which can indicate a higher level of tax avoldance [Dwiyanti and |ath
2019).

Flxed assets will experience deprectation which will become
depreciation expense in the company’s financial statements, This
depreciation expense can be deducted from income in corporate tax

)
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calculations. This means that the higher the depreciation expense, the
lower the taxes that must be paid by the company, This has a significant
impact on companies with a large level of capital Intensity ritio showing a
hw effective tax rate, with a low effective tas rate indiesting that the
company is engaging in tax aggressiveness, therefore an independent
commissioner i needed to oversee the munagement of the company t
avold mxes, 5o the hypothests in this study is

HE:  Independent Commissioners weaken the positive influence of
Capital Intensity on Tax Aggressiveness

The inflience of the lodependent Commissioner in moderating
Profftability an Tax Aggresshanessy

The profitability of the company describes the effectivensss or fallure of
management In managing the company s that it cin achleve the argets
degired by the company owner, The maore the company's profitability
increases, the more liabilities in the tax sector will increase [(Andhar and
Sukartha 2017). Independent commissioners in o compamy will indirectly
affect tax management, the greater the number of independent
commissioners, the tighter it is pessible to reduce tax ageressiveness by
company management | Eksandy 20017, 50 that the liypothesis in this study
is

H7: Independent Commissioner weakens the pesitive influence of
Profitability on Tax Aggrossiveness

Based on the descrigtion above, this research model can be described as Tollows:

Figure 1 Research Model

AgETEas | ve ness

Frodicainiay

ndependent
LB Ll S |
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RESEARCH METHODS
Research design

The research design used In this study s a descriptive methu-dn«rlth a
quantitative approach by conducting hypothesis testing regarding the role
of independent commissioners in moderating the effect of tramsfer pricing,
capital intensity, and profitability on tax aggressivensss in manufacturing
companies listed on Indonesia Stock Exchange fram 2006 togy 01 This
study alms to test and provide emplrical evidence about the role of
profitability in moderating the effect of transfer pricing. independent
commissioners, and capital intensity on  tax  aggressivencss in
manufacturing companies from 2016 o 2018,

Population and Research Sample

In this study, the population and sample were companies in the
manufacturing sector listed on the Indomesia Stock Exchange from 2016 to
2018. The sampling rechnique used purposive sampling with the following
criteria; 1] Manufaduring companies listed on the Indonesia Stock
Exchange consecutively for three years 2006 to 2018; 2). Financial reports
uzing the lnd onesian currency (Rupiah); 3). The financial report ended on
December 31; 4). The company has net income from 2006 to 2018; 5).
Companies that have special trade receivables, €). A company that has an
independent commissioner by financial services authority regulations,
Variable measurement presents the concept of variables in general
and other information regarding the indicators, measures, and scale of
measurement of variables. Table 3 below darifies the measurement of

warialbles:
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Table 3 Measurement Varlahles

Variable Indicator Scale
Tax Aggressiveness ETR m Poymint of taves . 4 Ratio
[Assalam et al. 2019) Frofhafers i
Transfer Pricing [Lutfia TP = Piutang Vsaha [stimewa Ratio
and Pratomo 2018) ___ Taral Piut
Copital Intensity (Rini of CAP = Taotal Net Fixed Assets Ratin
al. 2020), [Ardyansah, B Total Asset
2014]
Profitability (Aranandini aod < et Profit Before Tax Ratio
dan Ramantha 2018) - Totad Asset
Komisaris ndependen Kl Ratio
[Rini et al. 2020) Number of [ndependent Commizsioners

Number of Commissioners

Research Model

The data analysis technique used by researchers is panel data regression
analysis which has the following equation :

Taxfgg = a + BITF + BZCAP + B3IR0OA + B4EL + F5TF * Kl + BeCAP =

Kl « BYROA * Kl »

Where TaxAgg is tax aggressiveness, the symbol o denotes a
constant, {1, #2, 3 respectively indicating transfer pricing. capital
intensicy, and profizabilicy. Whereas B4, B5, B6, #7 are the regression
coefficients and the symbol e shows the ermor time.

Dato analysis methed

The data analysis technique used is a panel data regression analysis maodel
by performing the Chow Test, Housman Test, and Lagrangian Multiplier,
Chow test iz a test to determine whether the Common Effect [CE) or Fixed
Effect (FE] mmiel is the most appropriate to be used in estimating panel
data. The Chow test where for TaxAgg using Eviews 10 concludes that lor
the TaxAge proxy which compares based on the test results of the common
elfect model and the fived elfecd model whers r.|r|:r|r =005, the suitable
model has used fixed effects and vice versa, Then the next step is to do a
random effect then perform the Hausman test, where the hypothesis in this
study was tested wsing panel data regression, In the panel data model, it
will be tested whether it uses fixed effects or random effects vusing the
Hausman test. The fixed-effect model agsumes that the independent
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variable is comelated with the ervor, while the random effect mode! is the

opposite.
Heowvever, if the chow test tums out to choose a common effect, then

the next step that must be done is the random effects test then the
Lagrangian multiplier test to determine whether to chosse a common
effect or a random effect.

The classic assumption test is used If the selected commaon effect
moddel is chosen, then the dassic assumption test consists of a normality
test, muldoollinearity test, autocorrelabion test, heteroscedasticity test.

Descriptive statistical test to et an overview of all the data that has
been previously obtained.

Hypothesls testing is obtained from the test results using a
regression model, Test the coefficient of determination (Adj, RZ) with the
coefficient of determination between zero (0] and one (1], if the value of
E2 Isclose to 1 then the correlation is perfect. The F statistical test explains
whether all the independent variables included in the model have a joint
effect on the dependent variable. The F statistical test has a sipgnificance of
005 If the significance of F =0.05, the hypothesis s accepted. The t
statistical test shows how far the influence of one independent variahle
individually in explaining the dependent variable, with asignificance value
[ = 5% If the significance value of t [p-value) <005, the hypothesis is
acoepted [Ghozali, 2016),

RESULTS AND DISCUSSION

Based on the sample selectdon criterla carried out by purposive sampling
method, this study uses a sample size of [ 144 ) companies. The total number
of research observations was (432) samples (observations from 2016-
2018]. Table 2 below is a description of sample selection:

191




The Rale of Independent Commissioners in Moderating The Effect of
Transfer Pricing. Capital Intensity and Profuability Towards Tax N uryatun
Aggressivity Swesil Dl Mulyami

Table 4.1 Company Sample Selection Results

No Criveria Company
1 The manufacturing company was lsted on the Indonesia Stock 144
Exchange for 3 consecutive ywears from 2016 to 2018,
2 Companies that are not using Indonesian corrency (Rupiah) [30)
3 Financial statements that do not end on December 31 ]
4  The company had a net loss from 2016 to 2018 [36)
5 Companies without receivable [26)
& Companies did not have independent commissioners by the (3)

regulations of the financial services authority

Companies that meet the criteria 49
Souroe: author processed data

DATA ANALYSIS AND INTERPRETATION

Chow test
Table 4.2 Statistical Test Results Using Chow Test

Redundant Fiwed Effects Tests

Poal: KODE

Test cross-section fived effects

EHects Test Sratistic I Proh.
Cross-section B 2 aT02 20 [48.91] LU T AT
Cross-secthon Chi-square 129211630 44 LU

Processed data: Eviews 10

From the results of the chow test above comparing based on the
resuliz of the commaon effect madel test and the flked effect model where

the prob <05 = BLO0DD <0.05 so that the suitable model is the lixed effect
micddel, then the next step is to perfarm the Hausman test.
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Havsiran Tesd

Table 4.3 Statistical Test Resulis Using the Hausman Test

Correlated Random Effects - Hausman Test
Paal: KODE
Tekt cross-sectinn randam effacts

Chi-Sq.
Test Summary Smatistic  Chi-Sq. d.f. Froh,
Cross-secton random 16581892 T 0.00946

Processed data; Eviews 10

From the abowve test, the following results are obtained: Prob <005
= L0096 <005 5o that the suitable mode] is the fxed effect model, Because
the Chow and Hausman test selected (s the fixed effect model, there is no
need to perform a Lagrangian multiplier test and classical assumption test.
Then the next step is to do descriptive statistical tests and regression
equations using test resulis from the fixed-efMect model. Descriptive
statistics can be seen in Tablke 4.4 below:

Table 4.4 Test of Regression Equations and Interpretation of Panel
Data Regression Models Descriptive statlstles

[TR? TF! [l TE ACIAT Wiz TP_OF CAP_KIF ROA_IF
Mian O BOLTF  CLALEDE  DLEOUEE OON1419 DAJSEEE Q00843 DL2MES4E DOALIES
i sian O BITES CUMREN  DEL4ESD OUSEMGS 0.SYS000 OOBEAI0 D2AF04I DOGISISY

Pl i vy Q0121 CEe2ITl  Lladsde 0526004 DEQOOOD QEm1lds [LBEIA13 D3ITHIBL
M i OSENET] P90ATIE  DL1OMGRD QOEEST 000000 1634908 O07XE1A DONE1Y

Begression Models Descriptive Statistics
Processed data: Eviews 10

Tahle 4.4 shows that the number anaﬂ. studied wasg 147 data ar 49
companies. The tax aggressiveness variable (ETRT) Has the lowest value of
(L5871 with the highest value of -0.072421. The average value is -
0.260177 with a standard deviation of 0.077287. The smaller the accrual
value of a company, the higher the Iwew fax apEressiveness.

Transfer pricing variable (TP?) Has the lowest value of 0962272
with the highest value of 7504723, The average value is 0.241608 with a
standard deviation of 0.290514. The .'-igl'li“l;.‘]ll‘. aerage walue of transler
pricing indicates that the effect of transfer pricing can minimize corporate

tax. which is explained by the spedal relationship between one company
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or between divislons resulting [n apgressive tax If the transfer price of a
transaction is smaller or lower than the market a‘mr

The intensity capital variable [CAP?) Has the lowest value of
0.192p8% with the highest value of 1.124646. The average value is
0600996 with a standard deviation of 0L185313, The significant average
value of capital intensity shows that where management can take
advantage of the depreciation of fixed assets to reduce the company’s tax
burden. 5o that managers will invest funds that are not used by the
campany in the form of Axed assets, to increase depreciation costs as a
deduction from tax cxpense.

The profitability variable (ROA?) Has the lowest value of 0.004857
with the highest value of 0.526704. The average value is 0.09141% with a
standard deviation of 0092895 The significant average value of
profitability shows that the effect of profitability on corporate tax
minimization can be explained by an increase in company proflis The
greater the profit the company gets, the more aggressive the company is in
minimizing its tax obligations.

The independent commissioner variable (K17) Has the lowest value

of 0200000 with the highest value of 02800000, The average value is
0415343 with a standard deviatdon of 0.1 10&80. The average value of the
significant proportion of independent commissioners shows that the effect
of independent commissioners on minimizing corporate tax can be
explained by the increase in the number of Independent commissioners.
the preater the influence to overses company performance,
The varlable transfer pricing Independent commissioner [TF_KIT)
Has the lowest value of 2634908 with the highest value of 04811346, The
average value is 0.100643 with a standard deviation of 0.128403. The
average value of transfer pricing with independent commissioners as a
moderating wariable shows that it is significant that where independent
commissioners can strengthen the effect of transfer pricing in tax
apgressiveness with a special relationship between one company or
between one division.

The indepudent capital intensiny_Independent commilszloner
variakle (CAP_KI?) Has the lowest value of .07 23 18 with the highest value
of 0.56232%, The average value is 0.246%46 with a standard deviation of
0093481, The averape value of capital intensity with independent
l:mmisiiunﬂnas a moderating variable shows that there is a significant
effect where independent commizsioners can strengthen the effect of
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capital intensity on tax aggressiveness. This has a significant impact on
companies with large levels of capital intensity ratios indicating a low
effective tax rate, with a low effective tax rate indicating that the company
is doing tax aggressivity, therefore an independent commissioner s
needed o oversee the management of the company in its business.

The profitability_independent commissioner variable [ROA_KIT)
Has the lowest value of 0001619 with the highest value of 0.373281. The
average value is 0.041985 with a standard deviation of L056637, The
average walue of profitability with independent commissioners as a
moderating variable shows that there is a sipgnificant influence where
independent commissioners can strengthen the effect of profitability so
that by increasing company profits, the company's aveldance will be more
aggressive. This propertion of independent ommissioners plays an
impartant role in the company's management in taking action.

Significance Test of Adjusted R-squared [Adjusted R%)
Based on table 45 helow, Adjusted B2 has a value of 0387501, Thus, the
variation in the value of tax aggressiveness can be shown by the

independent variable with 38.75%. The remainder of the Adjusted B2
value of 61.25% Is explained by other factors ouiside the research model,

Tahle 4.5 Statistical Test Results Using a fixed model

Dependent Variahle: ETRT

Method: Pooled Least Squares

Included observations: 3
Cross-sections included: 49

Total poal [balanced ) observations: 147

R-Hquarl.-rl MLEIBZIT  Mean dependent var -02EDLTFT
Adjusted R-squared 0387501 5.0. dependent var 0.07T2ET
F-statistic 270414 Durbin-Watson stat 2362094
Prah(F-statistic] [T

Processed data: Eviews 10

Simultaneous Significance Test (Test F)

The F statistical test shows whether all the independent or independent
variables included in the model have a joint influence on the dependent
variatle, This test is carried out using the independent variable transfer
pricing capital intensity, profitability, and independent commissicners as
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a moderation jeintly [glmultaneously) to the dependent variable that is tax
AL ressiveness,

Table 4.5 above shows where the probability valwe [F-static] is
0000015 or less than 005 then HLL s mejected, meaning that the
independent variables in this study are Transfer Pricing, Capital Intensity,
and Proficabllity, and Independent commissioners together. affect the
dependent variable, namely tax aggressiveness in manufacturing sector
companies listed on the Indonesia Stock Exchange (10X) for the 20062015
period.

Partial Significance Test [E-test)

The t statistical test shows how much influence the Independent variable
has on individually explaining the dependent variable.

Tabel 4.6 Partial Significance Test Results [t-test)

Variakds Lol dend i-Stagintic Proh. 1-Talled Infearrmation
L -0.ris4E 0285470 o0 0.0001
TF? Dol DB4ET IS PR 04806  Rejeced
CAP? nEaT101 2ARETHI LRI 0009s  Raecrreed
RibAT ] FRRE Y- 1] nnaza 00161  Recemed
KI? NS54£T4 14570 [INE ] 00741 Rejpeched
TrEI? -0 BaTE0T AT 45T DAGI7 0.43131  Eepected
CAP_KIT -1 iy - TS [iFITNE] 10317 Aecsheed
EoA_EIT “03E1Ies 0290152 0ra 0.3861  Eejeced

Processed data: Eviews 10

Based on Table 4.6 above, the panel data regression model eqguation
is formulated which explains the role of the Independent Commissioner in
moderating the effect of Transfer Pricing Capital [ntensity, and
Profitability on Tax Aggressiveness in manufacturing companics listed on
the Indonesia Stock Exchange in 2016-2018, namely:

TaxAgg = -0.710431 - 000911251 » DA4TI01XZ + 1IH1B6ENT +
055467454 .HE?EH?KE + 109480256 - (.38 12857 + &

Where: TaxAge = Tax Aggressiveness, X1 = Transfer Pricing X2 =
Capital Intensity, X3 = Profitability. X4 = Independent Commissioner. X5 =
Transler  Pricing_ Independent  Commissioner, X& = Capital
Intensity_Independent Commissioner, X7 = Profitability_Independent
Commissioner, ¢ = Ermor Commissioner

Based on the results of the t-test in table 5, it can be concluded as

fallews:
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H1: Transfer Pricing has a positive effect on tax aggressivencss

With a significance level of 5% [95% confidence], where there is a
relationship bebtwesn the transfer pricing variable and tax apgressiveness
is not significant, where the regression is the negative coefficient of -
0009112 and a 1-tailed value of 04806 above 005, meaning that HO =
accepted. . H1 is rejected. Based on agency theory, agency conflicts ocour
botweern managers and holders of shares due to the information gap
between the two parties. This condition will have the effect of reducing
shareholders’ expectations to obtain profits from the company's
operations due o this opportuniste behavior so that the company will
perform  manipulations on  financial  statements (o minimize  tax
ohligations. this research is in line with Setiawan et al. (2018) where this
may be caused by several factors, such as changes in the government
system which led to the emergence of many new policies such as tax
holidays, tax amnesty, and so0 on. and this research is not in line with the
research of Lutfia and Pratome (2018), Saraswati and Sujana (2017),
Tirayoh (2017]), Rachmat [2019), Saraswati and Sujana [2017) and Rusli
[2017).

H2: Capital Intensity has a positive effect on tax aggressivensss

From the results of testing the model equation, with a significance
bevel of 5% [95% confidence), it is known that the relationship between the
capital inbensity variable and tax aggressiveness is significant, with a
positive regression coefflclent of 0.647101 and has a walue of 1 - Tall level
00096 below 005, HOD is rejected, H2 accepted, this research is in line with
research conducted by Andhari and Sukartha (2017), Ayem and Setyacdi
(2019), Dwiyant and |atl [2019), Rini et al. (2020} which shows that
capital intensity has a positive effect on tax aggressiveness. If the capital
intensity Increases, the company will be more aggressive towards tax
obligationg The company’s investiment in fixed assets causes depreciation
expense, This cxpense can be a tax deduction, when the capital intensity
increases, the company's ETR value will decrease because of the add ibonal
burden. 5o that companies are more aggressive in increasing tax avoidanoe
and corporate profits so that the agency theory is that shareholders and
management prosper with the profit. And these results are not in line with
research conducted by Indradi [2018]), Vhalery et al. [2019), Asalam
[2019), Zulaikha [2014), and Darzono [2015].

H3: Profitability has a positive effect on tax aggressivensss
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With a significance level of 5% [(95% confldence), [t is known that
the relationship between the profitability variable and tax aggressiveness
is significant, with a positive regression coefficient of 1381868 and a 1-
Tailed value of 00161 below (.05 meaning that HO ks rejected. H3 s
accepted, . The results of this study are in line with research conducted by
Andhari and Sukartha (Z017), Ayem and Setvadl (2019]), Dwivantl and Jatd
(2019), and Rinaldi and Cheisviyanny (2015) where the greater the
company generates profits, the mare aggressive the company will practice
avoldance. tax liabdlity. with increased profits, the private party s
motivated to make welfare for themsehres, and the agent is mativated to
maximize the fulfillment of economic needs, This research is not in line
with the research conducted by Bambang et al [2017), Hidayat and Sopdan
[2016]), Zulaikha [2014), and Arianand ini and Ramantha (2018].

H%: Independent commissioners have a negative effect on tax
AR ErEssiveness

With a significance level of 5% (95% confidence), it is known that
the relatonship between the independent commissioner variable and ta
apgressiveness is not significant, with a positive regression coefficient of
0554674 and a 1-tailed nlue of 0.0741 above 0,05, meaning that HO is
accepted by H4. . rejected. The results of this study are bn Hne with research
conducted by Ardy and Kristanto [2015], Lutfia and Pratomo (20018), Rini

et al. (2020), Hosidy and Nugroho (2019), Ardy and Kristanto (2015),
Zulaikha (2014) where the company has a small percentage of independent
commissioners can make independent commissioners who are outsiders
of the company entrust thelr performance to company management so that
the agency theory gap here plays a role because there is a difference in the
decision, Here the shareholder's voice greatly influences decision making
so that the independent commissioner plays a small role. And this research
is not in line with research conducted by Askandy (2017), and Suyanto and
Supramona [ 2012).

H5: I:H.:Ir.e'!u:ru]i:ql Commissioner woeakens the positive effect of
Transfer Pricing on Tax Aggressiveness

With a significance bevel of 5% (95% confidence), it is known that
the relationship between the board of commissioners” variables through
transfer pricing and tax aggressiveness is not significant, with a negative
regression coelficient of 0067607 and a 1-tailed value of 04313 above,
0.05, which is mrwrfd by the proportion of independent commissioners
dos not affect the relationship between tmnsfer pricing and tax
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apgressiveness, This shows that Ln:ieEndent COMMISSEOErs CAnuot
modderate in strengthening or weakening the relationship between transfer
pricing and tax agpressiveness. 5o there is no influence between
independent commissioners  through transfer  pricing  and  tax
apgressiveness so ot HD s scoepled, HS rejected. This research is in e
with research (Hasna and Mulvani 2020) where the more the proportion
af Independent commissianers, the more difficult & will be e unify
opiniens; there is a gap between principals and agents where there ane
many differences of opinion. That way it will have an impact on slowing
divem the problem-solving time so that it 5 used by managers to commit
fraud by using a transfer pricing scheme to increase profits and reduce tax
burdens that howve an (mpact on the benefits that will be received by
Managers,

Hé: Tnddependent Commissioners weaken the positive infleence of

Capital Intencity on Tax Aggressiveness

With a significance level of 5% (95% confidence), It is known that
the relationship between the Independent commizsioner variable through
capital intensity and tax aggressivenegss is significant, with a negative
regression coclliclent of - 1094802 anmd o 1-talled value of 00317 below.
(.05, which s measured by the proportion of independent commissione s
affects the relationship between capital intensity and tax aggressiveness,
This show= that independent commissioners can moderate in weakendng
the relationship between capital intensity and tax aggressiveness. Tlas
shows that the independent commissioner weakens the positive influemee
between capiinl intensity and tix apgressiveness so that HD s rejected, H&
accepted, Research is the same as research [ Sitorus and Bowo 2018) where
fined assets ewperience deprecation which will become deprecistion
expense in the company's financial sttements, this depreciation expense
can be spent to reduce the tax to be pald, This means that the greater the
depreciation cost, the smaller the tax rite that must be paid by the
company. Due to diferences in Interests between principals and agenis,
this haz a significant impact on companies with large capital intensity
ratiog wiich indicate o low effective tax rate, with a low elfective tax rate
inbeating that the company 18 @y agpressbdry, therefore Independent
coEmmissioners are necded e oversee company management in its actions
b evade taves. This research (s not in line with research [Sinaga and
Suardikhm 20019,
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HY: Independent Commissioners weaken the posltive influence of
Profitability on Tax Aggressiveness

With a significance level of 5% (95% confidence], it is known that
the relationship between the independent commizsioner vartable through
profitability and tax aggressiveness is not significant, with a negative
regression coefficlent of -0.381285 and a 1-talled value of 03861 above
0.05. , which means that as measured by the proportion of Independent
commizsioners does not affect the relationship between profitability and
tax aggressiveness. This shows that independent commissioners cannot
moderate in strengthening or weakening the relationship between
profitability and tax aggressiveness, This shows that there is no influence
berween independent commissioners through profitabilicy and  tax
appgressiveness so that HO is accepted. HT rejected, This research is in line
with research (Mega 2020) where the existence of independent
eammizsioners has not besn able to carey oot their supervisory dutbes
effectively by laws and regulations and the lack of control over employees
makes it easier to carry out tax aggressiveness. Due to the gap in these
differences, the large proportion of independent commissioners does not
guarantee that the profit generated by the company will increase because
here the Independent commizsloner plays a role in fulflling regulations.

CONCLUSION, RESEARCH LIMITATIONS AND SUGGESTIONS

ﬁum’!minn

This study aims to empinclly prove the role of independent
cammissioners i moderating transfer pricing, capital intensity, and
profitability on tax aggressiveness. The object of research that became the
sample of this research is 49 manufacturing companies listed on the
Indanesia Stock Exchange in 20016-2010. Bagzed on the test results
previously described, the following conclusions were obtained:
1. Transfer pricing does not have a positive effect on tax
AREFESSIVen eSS
2. Capital intensity has a positive effect on tax aggressiveness.
3. Profitability has a positive effect on tix aggress iveness,
4. Independent commissioner has no negative effect on tax
AgEressiveness.
5 Independent commissioners cannol  maderate  in weakening

transfer pricing against tax aggressiveness,
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B, lndependent commissioners can moderate in weakening capital
intensity against tax aggressiveness.

7. Independent commissioners cannot moderate in weakening
profitability against tax aggressiveness

Research Limitmtions

Current research seeks to provide a comprehensive view. There are several
limitations tatax agaressivencss. First, this study i based on the secondary
database, the rellability depends on the accuracy of the data. Second,
sampling for the study is limited in time, that is, it only uses a period of 3
years (2006 2018) with 49 companies sampled. Lastly, do some rescarch
focuses only on company-specific factors amd ignores other factors such as
political influence and 50 on. One can broaden the findings of this study to
include other factors

Suggestion

Bazed on the research results and matters related to the conclusions that
have been obtained, the suggestions from researchers for further research
are as follows:

1. For researchers, it i advisable to extend the research year, for
example, the previous researcher is three years, then the mext
research is 5 years or more 30 that the period in the next study can
provide more samphes as well scourate results,

2. Future research can use financial companies so that further
regearch can provide more company samples as well as accurate
results,

3. gy further research, the researcher can add other variables that are
outside the research model such as leverage, company size, or
politics to get more variants and better results,
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Based on the ressarch results as well ag matters related to the
conclusions that have been obtained, the suggestions from researchers for
company management are as follows:

Actions by company management are nesded o analyze the
passibility of risk arising !‘rnn decisions made by applicable tax laws and
regulations, seen from the capltal intensity and profiiability vartables.
positive effect on corporate tax aggressivensss.
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