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General Background: Taxation is the primary source of government
revenue used to finance national development. However, companies’ efforts
to reduce their tax burden may lower government revenue and affect the
sustainability of development. Specific Background: Tax aggressiveness
can be influenced by financial conditions, including profitability, liquidity
and leverage. This issue is also relevant to Sharia-compliant companies listed
on the Jakarta Islamic Index 70 (JI170), which have undergone a Sharia
screening process regulated by the Financial Services Authority (OJK).
Knowledge Gap: Studies on tax aggressiveness amongst Sharia-compliant
companies remain limited and report inconsistent findings, whilst previous
research has largely focused on non-Sharia-compliant companies.
Objective: This study examines the influence of profitability, liquidity and
leverage on tax aggressiveness amongst JI170 companies during the period
2021-2024. Methods: A quantitative approach was employed, utilising
secondary data, purposive sampling, and multiple linear regression analysis
on 38 companies (152 observations). Results: Profitability did not have a
significant effect on tax aggressiveness, whilst liquidity and leverage had
significant negative effects; collectively, all these variables significantly
influenced tax aggressiveness. Novelty: This study provides empirical
evidence from JII70 companies, a research context that has been relatively
unexplored. Implications: These findings provide insights for companies,
investors and regulators in decision-making and oversight relating to
taxation.
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INTRODUCTION

Taxes are the main source of government revenue and play a
strategic role in financing national development. As a
compulsory contribution imposed by law without direct
compensation, taxes are used to maximise public welfare
(Utami & Darma, 2021). Taxes are also the main source of
government revenue, which is vital for funding public services
and infrastructure development (Ekawati, 2025). Within the
structure of the State Budget (APBN), tax revenue accounts for
the largest share compared to other sources, underscoring the
importance of optimising tax revenue to maintain the country’s
fiscal stability (Keuangan, 2025). To boost government
revenue, tax compliance is a top priority for tax authorities in
many countries, including Indonesia (Dewi et al., 2021). To
improve taxpayer compliance and ensure the sustainability of
government revenue, the government continues to implement
a number of initiatives, such as the modernisation of the tax
system (Rohmiatun et al., 2025).

Although taxation is vital, companies often view it as a burden
as it can reduce profits and affect financial performance. For
this reason, companies employ various strategies to minimise
their tax liabilities—a strategy known as tax aggressiveness
(Riskandari & Sholichah, 2023; Adela et al., 2023). In a global
context, policies such as the implementation of a 15 per cent
global minimum tax also demonstrate efforts to curb cross-
border tax avoidance practices, so that multinational
companies can no longer easily shift profits to jurisdictions
with low tax rates (Keuangan, 2024).

Tax aggressiveness is a key issue in accounting and taxation
research as it reflects corporate behaviour in managing tax
liabilities. This practice reflects the extent to which companies
comply with applicable tax regulations, whilst also relating to
efforts to improve tax efficiency. From an accounting
perspective, decisions regarding tax aggressiveness form part
of management policy that can influence stakeholder
perceptions, corporate transparency and the quality of financial
reporting.

Aggressive tax practices can be observed in a number of
situations involving large companies, including intra-company
financing aimed at reducing taxable income and transfer
pricing strategies. For example, PT Bentoel Internasional
Investama (2019) utilised high-interest international loans to
reduce taxable income (Prima, 2019) and PT Adaro Energy
Tbk (2019) was involved in transactions with foreign affiliates
(Proconsult, 2023; Sugianto, 2019). Furthermore, the case of
PT MMS (2025) illustrates tax evasion through the
manipulation of export product classifications (Ariesta, 2025).
These examples demonstrate how companies systematically
seek to exploit loopholes in tax legislation.

Various cases of aggressive tax practices involving Indonesian
companies show that tax minimisation strategies remain a
problem in the business sector. However, as these companies
have undergone a screening process based on Sharia
principles, this phenomenon becomes particularly interesting
to study when linked to companies listed on the Jakarta Sharia
Index 70 (JII70). This raises the question of whether the
characteristics of  Sharia-compliant companies truly

distinguish their tax behaviour from that of companies in
general, making research into tax aggressiveness amongst
JII70 companies particularly important.

The Jakarta Sharia Index 70 (JI170) is an index comprising
companies that meet Sharia criteria and possess high liquidity
and market capitalisation (Syariah, 2025). Furthermore, the
companies in this index have met the requirements set by the
Financial Services Authority (JDIH, 2017). Nevertheless,
research on tax aggressiveness amongst Shariah-compliant
companies remains very limited, and previous studies have
revealed conflicting findings regarding how financial factors
influence tax aggressiveness (Harnovinsah et al., 2025;
Hendrawan & Trisnawati, 2025; Tampubolon, 2021)

The term ‘tax aggressiveness’ refers to a company’s efforts to
reduce its tax liability through various tax planning strategies,
both legitimate and questionable (Febrian & Purwatiningsiih,
2025; Sasmita et al., 2025). Tax aggressiveness is also viewed
as a company’s attempt to minimise its tax burden through tax
management, whether carried out legally or illegally, including
through tax planning, tax avoidance and tax evasion (Oktaviani
et al., 2024). These practices may include tax avoidance or tax
evasion, including the misuse of transfer pricing in export
activities (Dewi et al., 2024). The effective tax rate (ETR),
which is the ratio of tax burden to pre-tax profit, is one of the
indicators frequently used to assess the level of tax
aggressiveness. A low ETR indicates a higher level of tax
aggressiveness (Nuridah et al., 2024).

Corporate financial factors such as profitability, liquidity and
leverage are believed to influence tax aggressiveness as they
reflect a company’s performance and its financial management
strategy. ROA is a measure of profitability that indicates a
company’s ability to generate profit from its assets (Dewi et
al., 2024). In a study by (Khan & Nuryanah,2023), ROA was
used as a proxy for profitability, whereby a high ROA value
reflects a company’s effectiveness in utilising its assets t0
generate profit. A high level of profitability may also
encourage management to engage in tax planning to minimise
the tax burden (Febrian & Purwatiningsiih, 2025). Meanwhile,
liquidity indicates a company’s ability to meet its short-term
obligations. Companies with low liquidity levels tend to face
cash flow pressures, which may prompt them to engage in
aggressive tax planning to maintain financial stability
(Endaryati et al., 2021). Leverage, on the other hand, describes
the use of debt in a company’s financing structure, whereby
interest expenses can reduce taxable income, making it one of
the methods used by companies to reduce their tax liabilities
(Hidayatullah et al., 2023).

Previous research on the factors influencing tax aggressiveness
has yielded mixed results. Regarding the profitability variable,
(Harnovinsah et al., 2025; Tampubolon, 2021; Wibowo et al.,
2023) found that profitability influences tax aggressiveness.
Regarding the liquidity variable, (Wibowo et al., 2023) found
an effect on tax aggressiveness, whilst (Tampubolon, 2021)
showed that liquidity had no significant effect. Meanwhile,
regarding the leverage variable, (Harnovinsah et al., 2025)
found that leverage influences tax aggressiveness, whilst
studies by (Tampubolon, 2021) and (Wibowo et al., 2023)
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indicated that leverage has no significant influence. In addition
to showing inconsistent results, most previous studies were
conducted on manufacturing and mining companies listed on
the Indonesia Stock Exchange. Therefore, research into the
influence of profitability, liquidity and leverage on tax
aggressiveness among companies included in the JII70 is still
required to expand the empirical evidence within the context
of Sharia-based companies.

Based on the discussion above, this study aims to analyse the
impact of profitability, liquidity and leverage on tax
aggressiveness amongst companies listed on the JI170 for the
period 2021-2024. This study is expected to enrich the tax
accounting literature by providing empirical evidence
regarding the relevance of Positive Accounting Theory in
explaining tax aggressiveness behaviour among companies
whose shares meet the criteria for sharia-compliant securities
as stipulated by the Financial Services Authority. Furthermore,
the findings of this study are expected to serve as a reference
for regulators, investors and relevant parties in understanding
tax aggressiveness amongst companies listed on the JII70,
supporting improved tax compliance, and facilitating better
investment decision-making.

Positive Accounting Theory

Positive Accounting Theory (PAT) evolved from the early
research of William H. Beaver (1968) on the information
content of profits (Jensen, 1976: 4, 8), and was further
reinforced by Watts and Zimmerman through their 1978
publication entitled “Towards a Positive Theory of the
Determination of Accounting Standards” (Setijaningsih
2012). According to Watts and Zimmerman (1986) in
(Wulandari, 2022), PAT explains that management has the
discretion to select the most advantageous accounting policies
based on the company’s circumstances. This selection is not
neutral but is influenced by various economic incentives, such
as efforts to maximise profit, reduce costs, and minimise tax
liability. Furthermore, Watts and Zimmerman, in ‘Positive
Accounting Theory: A Ten-Year Perspective’ (1990) (as cited
in Purba, 2023), state that the three main theories within the
PAT framework that explain why managers choose certain
accounting practices are the Bonus Plan Hypothesis, the Debt
Contract Hypothesis and the Political Cost Hypothesis.

According to Ross Watts and Jerold Zimmerman (1986), as
cited in (Purba, 2023), the Positive Theory of Accounting
explains and predicts management’s behaviour in selecting the
accounting policies deemed most advantageous, based on the
economic incentives faced by the company. This theory
assumes that individuals act rationally to maximise their
interests, so management tends to choose accounting methods
that can provide economic benefits for both the company and
themselves. In this approach, contractual incentives relating to
debt agreements and compensation, as well as political cost
incentives arising from government, regulatory and public
scrutiny, all influence management’s decisions. This theory is
relevant for analysing aggressive tax behaviour as it explains
how companies can use various tax planning tactics to reduce
their tax burden and protect the company’s financial resources.

In this study, PAT helps to explain the relationship between
profitability, liquidity, leverage and tax aggressiveness.
According to the Bonus Plan Hypothesis, highly profitable
firms tend to engage in tax aggressiveness to maintain net
profit, which serves as the basis for management
compensation. Furthermore, according to the Political Cost
Hypothesis, firms with low liquidity are more likely to reduce
their tax burden to preserve cash flow, whilst firms with
significant liquidity tend to avoid aggressive tax behaviour to
mitigate pressure from regulators and the public. Meanwhile,
the Debt Contract Hypothesis posits that, in order to meet the
terms of their debt contracts by increasing profits and cash
flow, companies with high levels of debt generally engage in
aggressive tax planning. In the context of companies included
in the JII70—which have high public exposure and have
undergone Sharia screening—PAT serves as a relevant
theoretical framework for understanding how economic,
contractual and political pressures influence corporate tax
strategies.

Tax Aggressiveness

The various strategies employed by companies to reduce their
tax liabilities, whether in accordance with the law or in breach
of tax legislation, are referred to as tax aggressiveness
(Hamonangan, 2023) and (Lestari et al., 2025). This practice
involves exploiting loopholes in tax regulations to reduce the
amount of tax payable, thereby enabling companies to
maintain profit levels and optimise the economic value of their
operational activities_(Gao et al., 2025). Aggressive tax
planning is generally undertaken because companies view tax
as a cost component that can reduce profitability, thus
requiring strategies to reduce tax liabilities in order to maintain
financial performance_(Rohmiatun & Soewarno, 2025).

Conflicts of interest between companies as taxpayers and the
government as the tax-collecting authority can lead to
aggressive tax practices (Pratama & Noviandi, 2024).
Companies tend to seek to minimise their tax burden to
increase profits, whilst the government focuses on optimising
state revenue (Eka et al., 2024). As a result of this conflict of
interest, companies have developed various tax strategies,
ranging from those that comply with the law to those that may
deviate from applicable regulations. These strategies vary in
their level of aggressiveness and must take into account both
legal risks and the company’s reputation (Brivot et al., 2025).
If implemented correctly, these approaches are believed to
have the potential to generate financial benefits_(Susanto,

2022).

As profits rise, the tax burden borne by companies also tends
to increase. Consequently, companies with higher profit
margins may have a greater incentive to engage in tax
aggression (Rizqi et al., 2025). However, tax aggression is
often considered difficult to justify, as it conflicts with the
principles of compliance and fairness within the tax system
(Tampubolon, 2021). Furthermore, tax aggressiveness may
increase the likelihood of accounting irregularities and reduce
the transparency of financial statements (Felix & Teixeira,
2021). Consequently, such practices may have a negative
impact on corporate governance, the quality of financial
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reporting, and government tax revenue.
Profitability

Profitability is a key indicator for assessing a company’s
ability to generate profit and reflects the effectiveness and
efficiency of management in managing its resources (Aprilia
& Limajatini, 2025). This ratio provides insight into the extent
to which operational strategies and financial decisions can
create sustainable value for stakeholders (Rahayu et al., 2025).
As this essentially reflects how successful a company’s
operations are, profitability is a key indicator for assessing its
performance and financial health (Choiriyyah et al., 2025).
Consequently, companies are required to achieve an optimal
level of profitability to meet the interests of various
stakeholders, such as shareholders, management, employees,
consumers, the community and the government (Taufiq et al.
2022).

Investors consider companies with high profitability to be
more attractive, as this indicates that management is capable
of running operations efficiently (Sidig & Adji, 2023). High
profitability is a positive indicator of a company’s potential to
deliver the best returns to shareholders, its growth prospects,
and its financial stability. Furthermore, this boosts investor
confidence in the company’s ability to sustain long-term
success amidst industry competition. Moreover, profitability
reflects the company’s success in managing its resources
effectively, efficiently and strategically, thereby ensuring
operational sustainability and enhancing the company’s
economic value (Ellysta, 2024). A high level of profitability
indicates that management is capable of performing its
managerial functions effectively through sound strategic
decision-making (Apriliana, 2022; Nawangsari et al., 2022).
Thus, profitability is not merely a financial performance
indicator, but also reflects a company’s ability to strengthen its
competitive position and maintain stable growth in the future.

From the perspective of Profit After Tax (PAT), management
tends to adopt policies that maximise the company’s economic
interests. As profitability increases, higher profits have the
potential to increase the company’s tax burden. Consequently,
management may be incentivised to engage in more intensive
tax planning to manage this tax burden, indicating that
profitability influences tax aggressiveness. (Harnovinsah et al.,
2025; Tampubolon, 2021; Wibowo et al., 2023) found that
profitability influences tax aggressiveness. These findings
support the research hypothesis stating that profitability
influences tax aggressiveness.

H1: There is an effect of ROA on ETR
Liquidity

A company’s ability to use its assets to settle all its short-term
debts when they fall due is referred to as liquidity (Endaryati
et al., 2021; Indriani & Anwar, 2022). Liquidity also reflects
the adequacy of a company’s funding sources to finance
operational activities due in the near future, making it a key
indicator of the company’s cash flow health (Maulida et al.
2023). Conversely, illiquid companies demonstrate an inability

to settle their liabilities due to limited current assets or an
imbalance in cash flow, which has the potential to disrupt
operational continuity and erode stakeholder confidence

A company’s ability to settle maturing debts is a key indicator
of its liquidity. Delays in paying obligations reflect a
weakening of the company’s cash position and cash flow
management (Wati & Astuti, 2025). This situation increases
the perception of risk among creditors and may result in limited
access to new sources of funding, higher borrowing costs, and
reduced flexibility in carrying out operational and investment
activities (Malau, 2021). Conversely, companies that are able
to maintain a good level of liquidity will gain greater trust from
both investors and creditors (Zulmaizar & Hendrawan, 2025).

PAT explains that management will endeavour to maintain the
company’s financial stability through various policies deemed
beneficial. In conditions of low liquidity, companies face
pressure to meet short-term obligations, which may prompt
management to implement tax-saving strategies. Therefore,
liquidity is expected to influence a company’s level of tax
aggressiveness. This research hypothesis is supported by
(Wibowo et al., 2023), who found that liquidity influences tax
aggressiveness. Conversely, (Tampubolon, 2021) found that
tax aggressiveness is not influenced by liquidity, thus
contradicting this premise. These conflicting results indicate
that further research is required to determine the relationship
between liquidity and tax aggressiveness.

H2: There is an effect of CR on ETR
Leverage

When a company uses debt financing to increase its profit
potential, this is referred to as leverage. This increases the
likelihood that the company will be unable to repay its debt
(Aprilia et al., 2025). Leverage also refers to the extent to
which a company uses debt financing to fund its assets; this
indicates the company’s level of dependence on creditors and
its ability to meet future obligations (Riskandari & Sholichah,
2023). Consequently, a company’s financial risk increases as
the proportion of debt in its capital structure rises
(Suryaningtyas & Sawitri, 2024).

Companies with a high leverage ratio demonstrate significant
reliance on external financing, whilst those with low leverage
tend to be more self-reliant as they rely on equity to finance
their assets (Palupy, 2022). This leverage ratio provides insight
into a company’s capital structure and operational risk.
Furthermore, high leverage can make it difficult for a company
to secure new financing, as creditors view a high debt-to-
equity ratio as a factor that increases the risk of default on
financial obligations (Elen et al., 2024).

The use of leverage can, in principle, increase the potential
return for shareholders by utilising borrowed funds to expand
operational activities (Mu’minah et al., 2023). However,
leverage also carries significant risks, as if the rate of return
achieved is lower than the fixed costs incurred, the use of debt
may actually reduce the rate of return for shareholders
(Hidayatullah et al., 2023). From the perspective of Positive
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Accounting Theory, decisions regarding debt financing are
influenced by contractual motivations relating to debt
agreements. Interest expenses arising from the use of debt can
reduce taxable profit, thereby providing tax benefits for the
company. Consequently, leverage is expected to influence tax
aggressiveness as management can utilise debt structures to
optimise tax liabilities. (Harnovinsah et al., 2025) found that
leverage influences tax aggressiveness, thereby supporting the
research hypothesis. Conversely, (Tampubolon, 2021) and
(Wibowo et al., 2023) found that leverage does not influence
tax aggressiveness, thus contradicting the proposed
hypothesis. These differing findings suggest that the effect of
leverage on tax aggressiveness requires further research.

H3: There is an effect of DAR on ETR

METHODS
Research Methodology

This study employs a descriptive and associative quantitative
research approach. According to (Yahya et al., 2021),
quantitative research uses numerical data as the basis for
analysis, whilst (Sugiyono, 2023) defines quantitative research
as a research method that uses numerical data to evaluate
correlations between variables. This study examines the
impact of profitability, liquidity and leverage on tax
aggressiveness using secondary data from the annual financial
statements of companies listed on the JII70 for the period
2021-2024. ROA, the current ratio to measure liquidity, DAR
to measure leverage, and ETR to measure tax aggressiveness
were used to assess profitability.

This study utilises secondary data in the form of annual
financial statements of companies listed on the Jakarta Islamic
Index 70 (JI170) for the period 2021-2024. The data were
obtained from the official website of the Indonesia Stock
Exchange and the official websites of the respective
companies. Data collection was carried out using the
documentation method based on published financial
statements. In this study, profitability is measured using ROA,
liquidity is measured using CR, leverage is measured using
DAR, and tax aggressiveness is measured using ETR.

Population and Sample

The population is a group of entities possessing specific
characteristics and serving as a source of data in research to
fully understand the phenomenon under investigation (Yahya
et al., 2021). All companies listed on the Jakarta Sharia Index
70 (J1170) of the Indonesia Stock Exchange from 2021 to 2024
constitute the sample population for this study. Based on
currently available data, there were 120 companies listed on
the JI170 index during this period.

A sample is a portion of a population selected to represent the
characteristics of the entire population and is used as the basis
for drawing conclusions (Yahya et al., 2021). This study
employs a purposive sampling technique, which is a non-
probability sampling method. This means that the sample is
selected based on specific criteria relevant to the research
objectives. The criteria used included: companies listed on the
Jakarta Sharia Index 70 (JI1170), companies that were never

removed from the index during the period 2021-2024,
companies that did not incur losses during the study period
(Priyanka & Sukardi, 2025), and companies not included in the
financial sector (banking).

Purposive sampling was used to select the sample based on
pre-determined criteria. To ensure alignment with the research
objectives, companies that incurred losses, were removed from
the JII70 list during the observation period, or were in the
financial sector were excluded from the research sample. A
total of 38 companies listed on the JI170 were selected as the
research sample using this sampling method, as shown in
Table 1. A total of 152 company observations were made for
these companies between 2021 and 2024.

[Table 1. Sample Selection Criteria]

Operational Definitions
Tax Aggressiveness

An output, criterion or consequent variable is another term for
a dependent variable, which in Indonesian is referred to as
variabel dependen (Rahayu, 2025). According to (Yahya et al.,
2021), a dependent variable is a variable that is influenced by
other variables and is generally denoted by the letter Y. The
following formula can be used to determine the dependent
variable in this study, namely Tax Aggressiveness, using the
ETR:

income tax burden
ETR=

pre-tax profit

The ETR indicates the proportion of tax expense relative to
pre-tax profit (Harefa & Gaol, 2024). The lower the ETR, the
higher the company’s level of tax aggressiveness, as the
company pays tax as a smaller proportion of the profit it
generates. Conversely, a higher ETR indicates a lower level of
tax aggressiveness.

Profitability

The ROA ratio, which measures how effectively a company’s
assets generate net profit, is used to assess profitability (Astuti
et al., 2021). The following formula is used to calculate ROA:

net profit
ROA=————
total assets

ROA indicates a company’s ability to generate profit from its
total assets (Astuti et al., 2021). A higher ROA reflects better
profitability as the company is able to utilise its assets more
effectively to generate profit.

Liquidity

Liquidity is measured by the current ratio, which assesses a
company’s ability to pay its current liabilities using its current
assets (Astuti et al., 2021). The following formula is used to
calculate the current ratio:

current assets

CR= long-term liabilities
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The current ratio (CR) indicates a company’s ability to meet
its short-term liabilities using its current assets (Astuti et al.
2021). A higher CR indicates better liquidity, whilst a lower
CR indicates a more limited ability to meet short-term
liabilities.

Leverage

The Debt-to-Assets Ratio (DAR) is used to calculate the level
of leverage, which indicates that a company’s primary source
of funding comes from debt, where the company’s assets are
used as collateral for those liabilities (Astuti et al., 2021). The
following formula is used to calculate the DAR:

B total liabilities

lotal assets

The DAR indicates the proportion of a company’s assets
financed by debt (Astuti et al., 2021). The higher the DAR, the
greater the company’s reliance on debt-based financing.
Conversely, a low DAR indicates that the majority of the
company’s assets are financed by equity.

Data Analysis Techniques

The data were analysed using SPSS version 25. Tests for
autocorrelation, heteroscedasticity, multicollinearity and
normality were among the analytical methods used to ensure
the wvalidity of the regression model. The effects of
profitability, liquidity and leverage on tax aggression were
then analysed using multiple linear regression, formulated as
follows:

Y=a+bl X1+b2X2+b3X3+e

Note:

Y = Tax Aggressiveness

a = Constant

b, bz, bs = Regression coefficients
X1 = Profitability

X2 = Liquidity

X3 = Leverage ratio

e = Error (residual)

Hypothesis testing was carried out using multiple linear
regression analysis at a significance level of 5% (o= 0.05). The
t-test was used to test the partial effects of profitability,
liquidity and leverage on tax aggressiveness. The null
hypothesis was accepted if the significance value was less than
0.05 (Sig. < 0.05), whilst the null hypothesis was rejected if the
significance value was greater than 0.05 (Sig. > 0.05). In
addition, the F-test was used to test the simultaneous influence
of the independent variables on the dependent variable. The
coefficient of determination (R2?) was used to measure the
ability of the independent variables to explain the variation in
tax aggressiveness.

RESULTS AND DISCUSSION
Descriptive Statistical Analysis

The research sample comprised 38 non-financial companies
that were consistently listed on the JII70 index during the
period 2021-2024. These companies met the sharia securities

criteria set by the OJK and represented various industrial
sectors, making them suitable for examining the relationship
between corporate financial conditions and tax aggressiveness.
The results of the descriptive statistical analysis are presented
in Table 2.

[Table 2. Results of Descriptive Statistical Analysis]

Based on the descriptive statistics, there were 152 observations
used in this study. Profitability, proxied by ROA, had a mean
value of 10.78 per cent, whilst liquidity, proxied by CR, had a
mean value of 2.3698. Leverage, proxied by DAR, showed an
average of 40.72 per cent, indicating that a portion of the
companies’ assets is financed by debt. Meanwhile, tax
aggressiveness, proxied by ETR, had an average value of 22.07
per cent, with a minimum value of 13 per cent and a maximum
of 31 per cent. In general, the descriptive statistics reveal
variations in financial conditions and ETR levels amongst the
companies in the research sample over the 2021-2024 period.

Test of Classical Assumptions
Normality Test

The results of the Kolmogorov-Smirnov test form the basis for
the significance values generated in the Exact (Mehta & Patel,
2013). The Sig (2-tailed) value is 0.200. The Sig (2-tailed)
column shows 0.200. This value exceeds the expected
threshold of 0.05. As shown in Table 3, these results indicate
that the data are normally distributed and therefore satisfy the
normality assumption required for further statistical analysis.

[Table 3. Normality Test Results]

Multicollinearity Test

[Table 4. Results of the Multicollinearity Test]

The variance inflation factor (VIF) for each independent
variable is less than 10, based on the data in Table 4. This
indicates that the independent variables do not exhibit
multicollinearity. Furthermore, there are no tolerance values
greater than or equal to 1. It can be concluded that the variables
in this study do not exhibit multicollinearity or correlation.

Heteroscedasticity Test

[Table 5. Results of the Heteroscedasticity Test]

Table 5 shows the following significance values: X1 = 0.064,
X2 = 0.306, and X3 = 0.882. Based on the p-values for each
variable at a significance level of 0.05, no variables in this study
show evidence of heteroscedasticity.

Autocorrelation Test

[Table 6. Autocorrelation Test Results]

Table 6 presents the results of the autocorrelation test. With a
Durbin-Watson (DW) value of 1.098 and an upper limit (DU)
of 1.7752, it is clear that the DW value is smaller than the DU
(1.098 < 1.7752), indicating a tendency towards positive
autocorrelation in the regression model. The DW value, which
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is quite far from 2, also reinforces the suspicion that the
residuals are not independent. However, according to (Basuki
& Yuliadi, 2015), autocorrelation is generally only relevant in
time-series data; therefore, testing for autocorrelation in panel
data that is cross-sectional in nature or predominantly cross-
sectional tends to be less meaningful.

Multiple Linear Regression
Coefficient of Determination (R?)

[Table 7. Results of the Coefficient of Determination (R?)
Test

Table 7 presents the results of the coefficient of determination
(R?) test. The values for R2 and adjusted R?, at 0.065 and 0.046
respectively, are shown in the table above. This indicates that
profitability, liquidity and leverage explain 4.6 per cent of the
variation in tax aggressiveness. Meanwhile, other factors not
discussed in this study account for the remaining 95.4 per cent.

t-test

[Table 8. Partial Test Results]

Table 8 presents the results of the partial t-test. Based on the t-
test results, the profitability variable, proxied by ROA, has a
calculated t-value of 0.867, which is smaller than the critical t-
value of 1.97612, and a significance level of 0.388, which is
greater than 0.05. These results indicate that profitability has
no significant effect on tax aggressiveness, as proxied by ETR.
Consequently, the first hypothesis is rejected. Although the
regression coefficient is positive, its effect is not significant;
therefore, there is insufficient evidence to state that changes in
profitability affect the ETR value or the level of tax
aggressiveness.

The liquidity variable, proxied by CR, has a calculated t-value
of -3.120 with a significance level of 0.002, which is less than
0.05. These results indicate that liquidity has a significant
negative effect on tax aggressiveness, as proxied by the ETR;
consequently, the second hypothesis is accepted. This negative
coefficient suggests that the ETR often decreases as liquidity
increases. This finding indicates that increased liquidity is
associated with a higher level of tax aggressiveness, as a lower
ETR signifies a higher level of tax aggressiveness.

With a significance level of 0.014 and a t-value of —2.496, the
leverage variable, represented by DAR, has a p-value of less
than 0.05. This finding supports the third hypothesis, which
suggests that leverage significantly reduces tax aggressiveness
as measured by the ETR. The negative coefficient indicates that
an increase in leverage tends to be followed by a decrease in
the ETR. Given that a lower ETR reflects a higher level of tax
aggressiveness, this result suggests that an increase in leverage
is associated with an increase in tax aggressiveness.

F-test

[Table 9. Simultaneous Test]

Table 9 presents the results of the simultaneous test (F-test).
The calculated F-value is 3.441, which is greater than the

critical F-value of 2.67, and the significance level is 0.018,
which is less than 0.05, based on the F-test results in the
ANOVA table. This indicates that factors such as profitability,
proxied by ROA,; liquidity, proxied by CR; and leverage,
proxied by DAR, all influence tax aggressiveness, proxied by
ETR, as the regression model used reveals a significant
simultaneous effect. Thus, it can be concluded that these
independent variables collectively influence the dependent
variable. These results indicate that the combination of these
three variables is capable of explaining the variation in a firm’s
tax aggressiveness; consequently, the model used in this study
is considered valid and suitable for further analysis.

DISCUSSION
The effect of ROA on ETR

The results of the study indicate that profitability, as proxied by
Return on Assets (ROA), has no significant effect on tax
aggressiveness, as proxied by the Effective Tax Rate (ETR).
These findings suggest that a company’s profitability does not
directly influence either the ETR or the level of tax
aggressiveness. This finding is consistent with research
conducted by (Adegbite et al., 2025), which shows that profit
levels have no significant impact on tax aggressiveness, as also
demonstrated in research by (Sumiati & Ainniyya, 2021),
which likewise found that tax aggressiveness is not influenced
by profit levels. Furthermore, research by (Tampubolon, 2021)
indicates that the impact of profitability on tax aggressiveness
may vary depending on the industry sector and the company’s
circumstances. However, the results of this study differ from
those of (Sumiati et al., 2023), which showed that profitability
(ROA) has a significant negative effect on tax aggressiveness,
as proxied by the ETR. This discrepancy in results suggests that
the influence of profitability on tax aggressiveness remains
inconsistent.

In theory, firms with high ROA should have a greater incentive
to reduce their tax burden, as tax is a component that reduces
profit. This is consistent with the PAT theory, which states that
management tends to choose the most advantageous
accounting policies in the best interests of the firm, including
efforts to minimise the tax burden (Watts & Zimmerman, 1986,
ascited in (Wulandari, 2022). However, the results of this study
indicate that companies do not always utilise high profit levels
to implement aggressive tax strategies. This suggests that the
first hypothesis (H1), which states that profitability levels
measured by ROA influence the ETR, is rejected.

These results differ from the findings of studies by (Mustofa et
al., 2021) and (Mustika & Nursiam, 2024), which found a
significant positive effect, as well as those by (Riskandari &
Sholichah, 2023) and (Harnovinsah et al., 2025), which found
a fairly significant negative effect, suggesting that the
relationship between profitability and tax aggressiveness
remains unclear. These differing results may be influenced by
differences in industry sector, observation period, and the
characteristics of the research sample. Furthermore, the
companies included in the JII70 have met Sharia compliance
criteria, meaning they possess governance and financial policy
characteristics that may influence the relationship between
profitability and tax aggressiveness.
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The Effect of CR on ETR

The results of this study indicate that liquidity, proxied by the
Current Ratio (CR), has a significant negative effect on tax
aggressiveness, proxied by the Effective Tax Rate (ETR). This
negative coefficient suggests that an increase in CR tends to be
followed by a decrease in ETR, as a lower ETR reflects a higher
level of tax aggressiveness. These findings are consistent with
research conducted by (Mustika & Nursiam, 2024) and

to minimise their tax burden. Furthermore, the use of debt
provides fiscal benefits through interest expenses that can
reduce taxable income (Huang et al., 2025). Thus, the findings
of this study support the third hypothesis (H3), which states
that DAR influences ETR.

These findings, however, contradict the results of studies
conducted by (Riskandari & Sholichah, 2023) and
(Harnovinsah et al., 2025), which found a significant positive

(Wibowo et al., 2023), who found that liquidity significantly
reduces tax aggressiveness. Furthermore, (Febrian &

effect, as well as several other studies, including those by
(Wibowo et al., 2023) and (Sumiati & Ainniyya, 2021), whose

Purwatiningsiih, 2025) found that tax aggressiveness is
strongly influenced by liquidity, suggesting that a company’s
financial condition affects its tax behaviour.

In theory, companies with large cash reserves are better able to
meet their urgent obligations, such as tax payments. However,
the findings of this study indicate that the effective tax rate
(ETR) decreases as the cash ratio (CR) increases. This is
consistent with the profit-at-tax (PAT) theory, where Watts and
Zimmerman (1986), as cited in (Wulandari, 2022), state that
companies tend to choose the most profitable policies in line
with their interests, including in managing their tax burden.
This suggests that companies with good liquidity have greater
flexibility in implementing tax management strategies.
Furthermore, the findings of this study support the second
hypothesis (H2), which states that the ETR is influenced by the
CR.

However, these results differ from those of studies conducted
by (Khasanah et al., 2022), which found a significant positive
effect, as well as those by (Adegbite et al., 2025) and (Martins
& Sule, 2024). These results indicate the absence of a
significant effect, suggesting that the impact of liquidity on tax
aggressiveness also varies. The differences in results from
previous studies are likely due to variations in company
characteristics, industry sectors, and the time periods
examined. This study focuses on companies whose shares meet
the criteria for sharia-compliant securities and are included in
the JII70 index, which may yield different relationships
compared to studies using a more general sample.

The Effect of DAR on ETR

The results of this study indicate that leverage, proxied by
DAR, has a significant negative effect on tax aggressiveness,
proxied by ETR. This negative coefficient suggests that an
increase in DAR tends to be followed by a decrease in ETR.
This is because a lower ETR reflects a higher level of tax
aggressiveness. These findings are consistent with research
conducted by (Pranata et al., 2021) and (Khasanah et al.,
2022), which showed that the debt ratio significantly reduces
tax aggressiveness. Furthermore, research by (Suhendar et al.
2022) also found similar results, indicating that leverage can
curb a firm’s tendency to engage in tax aggressiveness.

In theory, firms with high levels of debt tend to engage in tax
planning more frequently, which can result in a lower effective
tax rate (ETR). This suggests that such firms generally have
more effective tax management. This is consistent with the
PAT theory, in which Watts and Zimmerman (1986), as cited
in (Wulandari, 2022), state that companies tend to choose the
most profitable policies in their best interests, including efforts

results did not clearly indicate any effect, suggesting that the
relationship between tax aggressiveness and leverage remains
unclear. Differences in industrial sectors, financing systems,
and the characteristics of the research samples may account for
these differing findings. Furthermore, companies in the JII170
have passed Sharia screening procedures that limit the
percentage of certain types of debt, which may influence the
correlation between tax aggressiveness and leverage.

CONCLUSION

The research findings indicate that profitability does not have
a significant impact on tax aggressiveness amongst companies
listed on the JII70 for the period 2021-2024. These findings
suggest that the level of a company’s profits does not directly
influence the degree of tax aggressiveness, as proxied by the
ETR. Conversely, liquidity and leverage were found to have a
significant negative influence on the ETR. As a lower ETR
reflects a higher level of tax aggressiveness, these results
suggest that an increase in liquidity and leverage tends to be
accompanied by a decrease in the ETR. These findings indicate
that a company’s liquidity conditions and financing structure
are linked to its tax management behaviour.

Furthermore, profitability, liquidity and leverage collectively
influence tax aggressiveness. These results show that a
company’s overall financial characteristics still play a role in
explaining variations in corporate tax behaviour. Thus, this
study provides empirical evidence that internal financial
conditions, particularly liquidity and leverage, are factors that
must be considered in understanding tax behaviour amongst
companies whose shares meet the criteria for Sharia-compliant
securities and are included in the JI170 index.

Recommendations

Theoretically, this study supports the Profit Maximisation
Theory (PAT), which states that management tends to make
economic decisions that optimise the company’s interests. The
finding that liquidity and leverage influence tax aggressiveness
indicates that a company’s financial condition remains a factor
considered in managing its tax burden. Furthermore, this study
contributes to the tax accounting literature by providing
empirical evidence regarding tax aggressiveness among
companies whose shares meet the criteria for sharia-compliant
securities and are listed on the JI170. These findings also help
to explain inconsistencies in previous research concerning the
influence of profitability, liquidity and leverage on tax
aggressiveness.

Further research is recommended to use alternative proxies for
tax aggressiveness, such as the Cash Effective Tax Rate
(CETR) or Book Tax Differences (BTD), to include relevant
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control variables, and to apply panel data analysis to test the
consistency and reliability of the research findings. In this way,
amore comprehensive understanding of the factors influencing
tax aggressiveness in companies that meet the criteria for
sharia-compliant securities can be obtained.
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Table 1 / Sample Selection Criteria

No Criteria Number of Companies
1 Companies listed on the Jakarta Sharia Index 70 (JII70). 120
2 Companies that have been delisted or removed from the index between 2021 and 2024. (79)
3 Companies that have incurred losses for four consecutive years, namely from 2021 to D
2024.
4 A company in the financial sector (banking). 2)
5 Companies meeting all the sample selection criteria 38
Total number of research samples meeting the criteria 38 x4=152
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Table 2 / Results of Descriptive Statistical Analysis

Descriptive Statistics

N Minimum Maximum Mean Standard Deviation
ROA 152 0.01 0.45 0.1078 0.07553
CR 152 0.36 8.03 2.3698 1.65607
DAR 152 0.08 0.99 0.4072 0.19324
ETR 152 0.13 0.31 0.2207 0.03545
Valid N (per row) 152
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Table 3 / Normality Test Results

One-Sample Kolmogorov-Smirnov Test

Unstandardised Residuals

N 152
Normal Parameters & ° Average 0.0000000

Standard Deviation 0.03427125
Most Extreme Difference Absolute 0.086

Positive 0.086

Negative -0.046
Test Statistics 0.086
Asymptotic Significance (2-tailed) ,008°
Exact Significance (two-tailed) 0.200
Point probability 0.000

a. The test distribution is Normal.
b. Calculated from the data.
c. Lilliefors significance correction.
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Table 4 / Results of the Multicollinearity Test

Coefficient 2
Model Multicollinearity Statistics
Tolerance VIF
1 ROA 0.965 1.036
CR 0.453 2.205
DAR 0.454 2.201

a. Dependent Variable: ETR
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Table 5 / Results of the Heteroscedasticity Test

Coefficient?
Model Unstandardised Coefficients Standardised Sig.
Coefficient
B Standard Error Beta

1 (Constant) 0.034 0.009 3.563 0.000
ROA -0.046 0.024 -0.152 -1.868 0.064
CR -0.002 0.002 -0.122 -1.027 0.306
DAR 0.002 0.014 0.018 0.148 0.882

a. Dependent variable: ABRESID
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Table 6 / Autocorrelation Test Results

Model Summary °

Model R R-squared Adjusted R- Standard Error of the Durbin-
squared Estimate Watson
1 ,2552 0.065 0.046 0.03462 1.098

a. Predictor variables: (Constant), DAR, ROA, CR
b. Dependent variable: ETR
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Table 7 / Results of the Coefficient of Determination (R?) Test

Model Summary °

Model R R-squared Adjusted R- Standard Error of Durbin-Watson
squared Estimate
1 ,2552 0.065 0.046 0.03462 1.098

a. Predictor variables: (Constant), DAR, ROA, CR
b. Dependent variable: ETR
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Table 8 / Partial Test Results

Coefficient?
Model Unstandardised Coefficients Standardised Sig.
Coefficient
B Standard Error Beta

1 (Constant) 0.258 0.015 17.558 0.000
ROA 0.033 0.038 0.070 0.867 0.388
CR -0.008 0.003 -0.368 -3.120 0.002
DAR -0.054 0.022 -0.294 -2.496 0.014

a. Dependent Variable: ETR
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Table 9 / Simultaneous Test

ANOVA?
Model Sum of Squares df Mean Square Sig.
1 Regression 0.012 3 0.004 3.441 ,018°
Residual 0.177 148 0.001
Total 0.190 151

a. Dependent variable: ETR
b. Predictor variables: (Constant), DAR, ROA, CR

Journal of Accounting Science/ jas.umsida.ac.id/index.php/jas

417

July 2026/Volume 10]Issue 2



