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Size, and Transfer Pricing on Tax Planning.
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by-sa/4.0/)

INTRODUCTION

The Indonesia Stock Exchange (IDX) implements a new classification of sectors and
industries of listed companies totaling 11 sectors. All sectors hold their respective roles and
contributions to the economy, both directly and indirectly. One of the sectors that supports the
Indonesian economy because it makes a great contribution to economic growth is the industrial
sector. Several companies from the industrial sector covering various fields such as food and
beverages, textiles, metals, chemicals, and automotive, contribute taxes from the production
and distribution of goods, both domestically and exported. (Dwijayanto, 2024).

The industrial sector is one of the main pillars in the Indonesian economy that
contributes significantly to national tax revenue, especially through corporate income tax and
value-added tax. With its height Volume transactions, operational complexity, and dynamic
regulations, industrial companies carry out tax planning strategically in order to manage tax
burdens efficiently without violating applicable regulations.
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Figure 1. Comparison Chart ofthe Sectors with the Largest Tax Revenue Contributionin2023-2024

Source: Ministry of Finance 2023 -2024 (Processed data

Based on the graph from the image above, you can see the comparison of sectors, so the
processing industry is recorded to make the largest contribution to state taxes compared to
other sectors in the 2023 - 2024 period. In 2023, the processing industry sector will be the
highest revenue, reaching 27.1% of total tax revenue, while in 2024 it will decrease by
approximately 1.3% from the previous year. The decline in the contribution of the processing
industry sector was due to the decline in annual corporate income tax and the increase in
restitution in several commodity subsectors.

Tax planning is the initial stage to systematically analyze various alternative tax
treatment alternatives with the aim of achieving optimal fulfillment of tax obligations so
that tax savings (tax saving) achieved. Tax savings can be obtained from several strategies,
such as utilizing tax exemptions, reducing tax rates, maximizing income deductions, and
so on (Indonesia, 2015). In general, tax planning must use an efficient and effective strategy.
This is so that tax saving efforts do not conflict with the applicable tax laws, and do not
aim at all to manipulate taxation but to take advantage of opportunities with tax
regulations that benefit taxpayers and do not harm the government (Wulanningsih &
Sulistyowati, 2024). Tax planning efforts can streamline taxes paid by business entities which
aim to find various loopholes that can be taken in accordance with tax regulations and
PABU (General Accounting Regulations) (Hidar & Parmita, 2024:9).

The strategy carried out in tax planning has several positive impacts, namely more
efficient tax payments by minimizing tax burdens without violating applicable laws, and the
company's cash flow becomes better and the company's financial performance becomes better
because the net profit obtained can be higher, and can allocate funds for the company's
needs or other investments. One of the aspects that affects the improvement and effectiveness
of tax planning is the applicable tax regulations because the complexity and changes in
regulations in taxation have a great influence on tax planning strategies.

This research was carried out because of the phenomenon and differences in results from
previous research, Therefore, the author is interested in conducting a study with the title
"The Influence of Profitability, Leverage, Firm size and Transfer Pricing Towards Tax
Planning in the Industrial Sector Listed on the Indonesia Stock Exchange in 2018-2024".
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Agency Theory

According to the opinion of Jensen and Meckling, 1976 in the book (Wibowo, 2020)
stating that there is a separation of ownership and control in modern corporations, there is
often a difference in interests between capital owners (principal) with manager (Agent).
Assumption agency theory which states that human beings are rationally limited, think of their
own interests, and opportunistic so that managers as human beings will look to maximize their
own interests at the expense borne by the owners of capital. This theory also provides an
overview of the separation between management and shareholders. The separation also
has the purpose of achieving effectiveness and efficiency in managing the company.

Planned Behavior Theory

Planned Behavior Theory is the theoretical reason for this test. A theory of organized
behavior is a theory that looks at a person's brain science when he or she needs to move
(Tambun & Remains, 2022). According to Ajzen (1991) states that the main factor in the theory
of planned behavior is the individual's intention to perform a particular behavior.
Intentions are considered to be the motivational factors that influence behavior that shows
how hard a person is willing to put in the effort and how much effort is planned to perform
the behavior. As a general rule, the stronger the intention to perform a behavior, the more
likely it is to be performed.

Tax Planning

Tax planning (tax planning) is the first step in management that is carried out by
analyzing all aspects of taxation related to the company's business activities and deciding
how to minimize tax costs without violating tax regulations (Anasta et al., 2024:4).

Profitability
The profitability ratio is the ratio that shows the effectiveness of creating profits. Profit
basically shows how good a company is at making investment and financing decisions.

The main purpose and operation of the service company is to generate profit (Martono and D
Agus Harjito, 2005:60) in the essay book (Alifedrin & Firmansyah, 2023:27).

Leverage

Fahmi (2018), Sawir (2018), and Hanafi (2016) in the book (Parlina et al., 2023:21)
suggests that the leverage is to measure how much the company is financed by debt, as well
as to measure the solvency level of a company by measuring the company's ability to meet
its long-term obligations.

Firm Size

Quoting the opinion of Ruly Wilianri, 2011 which is published in the book of essays
(Sujarweni, 2015:211) Firm Size describes the size of a company that can be expressed with total
assets. The larger the total assets, the larger the size of a company. And the larger the
assets, the greater the capital invested, while the more sales, the more money turnover in
the company. This, firm size is the size or size of assets owned by a company.

Transfer Pricing
According to (Saga, 2024:12) states that transfer pricing is the practice of pricing for
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transactions between connected companies, such as subsidiaries or affiliates. This concept is
very important in tax planning and profit management. In the context of the economy, transfer
pricing can be understood through several underlying economic theories.

Profitability to Tax Planning

This is supported by agency theory that shows a relationship between principal and
Agent. Where the company owner wants the manager to increase the company's high level
of profitability, but on the one hand the company owner does not want an increase in the
tax burden that must be paid (Jao & Holly, 2022). Managers play an important role in
making strategic decisions, including in formulating tax planning. With pressure from
owners to increase net profit, managers tend to look for strategies that can optimize the
company's profits by minimizing tax burden. These results are in line with research
conducted by (Romdania et al., 2020) in manufacturing companies that state that Profitability
has an effect on Tax Planning. Based on previous research and the explanation of previous
variables, the researcher took the following hypothesis formulation:
H. : Profitability affects Tax Planning.

Leverage on Tax Planning

This is also supported by the theory of agency where managers can use their
discretion in influencing policies taken by the company, including debt policies. The
existence of information asymmetry between managers and shareholders is used by managers
as a strategy to use debt funding sources. The impact of debt use has resulted in companies
bearing higher interest expenses. This condition can be used by managers to carry out tax
planning strategies (Yulianty et al., 2021). These results are in line with research conducted
by (Pramudya, 2025) in the contracting and real estate sector companies that state that
Leverage affect Tax Planning. Based on previous research and the explanation of previous
variables, the researcher took the following hypothesis formulation:
H: : Leverage affects Tax Planning.

Firm Size to Tax Planning

In terms of agency theory, management acts as an agent, so management must strategize
so that the assets owned increase. In other words, the larger the size of the company, the greater
the number of assets it has, and the greater the turnover of funds in the managed company.
So that it can improve the company's performance, which automatically results in an
increase in tax burden so that tax planning is carried out by the company. This shows that
the larger the size of the company, the higher the assets the company has. Therefore, it
indicates that the larger the size of a company, the higher the tendency of the company to
do tax planning. This is in line with research conducted by (Karina, 2024) in the sector
manufactory which states that the size of the Company has an effect on Tax Planning. Based
on previous research and the explanation of previous variables, the researcher took the
following hypothesis formulation:
Hs : Firm Size Affects Tax Planning

Transfer Pricing to Tax Planning
Based on the theory of planned behavior, management attitudes that assess tax planning
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practices as an effective way to minimize the tax burden by regulating prices between
companies that have a relationship with transferring profits to related party companies with
lower tax rates. Therefore, a mechanism for supervision, regulation, and transparency of
financial statements is needed and ensures transfer pricing is done reasonably in accord ance
with the principles of reasonableness and customary (arm’s length principle). This is in
line with research conducted by (Robin & Nurjannah, 2021) to multinational companies in
Indonesia that state that Transfer Pricing affect Tax Planning. Based on previous research and
the explanation of previous variables, the researcher took the following hypothesis
formulation:

H. : Transfer Pricing Affects Tax Planning

RESEARCH METHODS

This study aims to find out the possibility of a relationship regarding the influence
of the independent variable Profitability, Leverage, Firm Size, and Transfer Pricing to the
dependent variable of Tax Planning. The type of data used is quantitative data. The
quantitative data analysis method is carried out by statistical means, namely analyzing
various statistical bases by reading tables, graphs or figures that have been available, then
some descriptions or interpretations of these data are carried out. Determining the method
of data analysis can be seen from the purpose and type of research conducted and the
existing data model (Sujarweni, 2015b:45). Research methodologies generally measure
consumer behavior, knowledge, opinions, or attitudes. The sampling design in this study
is non-probability sampling using purpose sampling. For the implementation time, panel
data is used which is a combination of cross-section and time series using data analysis,
namely hypothesis testing.

Table 1. Variable measuring instruments and sources of m easurement

Yes Variable Measurement Source
1 Profitability Return On Set = Net Income (Diana, 2018, 64)
Total Assets
Debt to Equity Ratio = Total Liabilities (Sujarwen,
2 Leverage quity ~Total Fquity 2017,61)
5 Firm Size Firm Size = Ln (Total Assets) (Yenietal,
*Ln = Natural Logarithm 2024:42)
- " (Jafri&
4 ;:irclisner Transfer Pricine  Lelated party receivables Mustikasari,
& &= Total Assets 2018):
. (Aryanti &
Tax Planning Effective Tax Rate = _Tax Expense Fathoni},72021:14)

Before After Tax

Source: Processed Data (2025)

In sampling techniques, several criteria are set as follows:
1. Industrial sector companies listed on the Indonesia Stock Exchange in 2018-2024.
2. Industrial sector companies that publish complete and consistent financial statements
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from 2018-2024.
3. Industrial sector companies that publish financial statements in Rupiah (IDR) units.
4. Industrial sector companies that did not suffer losses in the 2018-2024 period.

Based on the criteria above, 13 companies that meet the requirements in this study are
companies in the industrial sector. The research was carried out using secondary data from
industrial sector companies for 7 years so that the number of observations was 91 data. This
research uses secondary data in the form of financial data on industrial sector companies listed
on the Indonesia Stock Exchange for the period 2018 - 2024. The data source was obtained from
the annual report on the selected company through a sample according to the criteria.
Data that can be sourced from website Indonesia Stock Exchange and website each
company.

In conducting this study to obtain some data, the researcher uses one technique, namely,
literature research (library research) is research that obtains data and information from various
relevant sources through scientific journals, research reports, academic articles, the internet
research, and books related to the research topic. The data collected is in the form of numbers,
statistics, or results available in the literature which are then analyzed.

RESULT
T able 2. Descriptive Test Results

PRP PRT LVR UKP TFP
Mean 0.250413 0.097131 0.674080 28.67354 0.046592
Median 0.233200 0.079300 0.563900 28.57840 0.007000
Maximum 0.597300 0.363600 2.705200 32.76380 0.315300
Minimum 0.059300 0.008300 0.061800 26.07730 0.000000
Std. Dev. 0.092538 0.071625 0.443396 1.759585 0.086180
Skewness 1.666279 1.453875 1.979646 0.838162 2.200490
Kurtosis 7.487264 5.132115 8.341436 2.995627 6.489027
Jarque-Bera 118.4573 49.29518 167.6179 10.65489 119.5965
Probability 0.000000 0.000000 0.000000 0.004856 0.000000
Sum 22.78760 8.838900 61.34130 2609.292 4.239900
Sum Sq. Dev. 0.770696 0.461712 17.69399 278.6526 0.668436
Observations 91 91 91 91 91

PRT = Profitability; LVR = UKP Leverage = Firm Size; TFP = Transfer Pricing; PRP = Tax Planning
Source: Data processed (2025)

Estimation of Panel Data Regression Model

Chow Test

Decision-making criteria and based on the value of F calculated:

- If the probability (Prob) on the cross section F<0.05 and if F calculates > F table then a better
model is Fixed Effect.

- If the probability (Prob) on the Cross Section F is >0.05 and If F is calculated < F table
then a better model is Common Effect
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Table 3. Chow Test

Effects Test Statistic d.f. Prob.
Cross-section F 4.219963 (12,74) 0.0000
Cross-section Chi-square 47.443845 12 0.0000

Source: Data processed (2025)

Based on the results of the chow test using Eviews9, it is stated that the value of
probability Cross Section F is 0.0000 which is less than the significance level value (a =
0.05). This means that the best model used is Fixed Modal Effect (FEM). Therefore, a thirst
test is needed in order to decide the best model between fixed effect model and random
effect model.

Hausman Test
Decision-making criteria and based on the value of F calculated:
- If the probability on the Cross Section Random > 0.05, then the better model is the Random
Effect Model (REM).
- If the probability on Cross Section Random < 0.05, then the better model is the Fixed
Effect Model (FEM).
Table 4. Hausman Test

Chi-Sq.
Test Summary Statistic  Chi-Sq. d.f. Prob.
Cross-section random 3.182394 4 0.0278

Source: Data processed (2025)

Based on the results of the thirst test value probability is 0.0146, which is less than the
significant value (a = 0.05). In this case, it means that the best model used is Fixed Effect Model
(FEM). Test then lagrange multiplier not required.

Multiple Regression Test
The panel data regression estimation model uses Fixed Effect Model (FEM) shows the
test results with panel data regression, then from these results the following model equations
are obtained:
PRP=0.697 - 0.620*PRT +0.006*'LVR - 0.014*UKP +0.524*TFP+ ¢

Determination Coefficient Test

Table 5.Determination Coefficient Test

R-squared 0.452250Mean dependentvar 0.250413
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Adjusted R-squared 0.333818S.D. dependentvar 0.092538
S.E. ofregression 0.075530AKkaike info criterion -2.161754
Sum squared resid 0.422149Schwarz criterion -1.692692
Loglikelihood 115.3598 Hannan-Quinn criter. -1.972517
F-statistic 3.818639Durbin-Watson stat 2.024953
Prob(F-statistic) 0.000040

Source: Data processed (2025)

Based on table 4.7 Adjusted R-Square indicates a value of 0.333 which means that
33.3% of the variables Profitability Leverage, Company Size, and Transfer Pricing can
explain the variables of Tax Planning. While the remaining 66.7% can be explained by other
variables that are not included in this study.

Partial Test (T Test)

T able 6.Partial Test (T Test)

Variable Coefficient  Std.Error  t-Statistic Prob.
C 0.697653 1.150460 0.606412 0.5461
PRT -0.620810 0.193880 -3.202035 0.0020
LVR 0.006580 0.028546 0.230515 0.8183
UKP -0.014502 0.040252 -0.360274 0.7197
TFP 0.524580 0.262189 2.000768 0.0491

Source: Data processed (2025)

Based on table, it can be seen that the results of the test using the Fixed Effect Model
(FEM) can be concluded, namely:

1. The independent variable of profitability with a probability value of 0.0020, significant
at the level of a =5% (0.05) can be interpreted that H. is accepted, namely the variable
profitability that affects tax planning.

2. An independent variable of leverage with a probability value of 0.8183, significant at
the level of a=5% (0.05) can be interpreted that H:is rejected, i. e. the leverage variable
has no effect on tax planning.

3. The independent variable of Firm size with a probability value of 0.7197, significant
at the level of a =5% (0.05) can be interpreted as Hs is rejected, namely the variable of
Firm size has no effect on tax planning.

4. The independent variable of transfer pricing with a probability value of 0.0491,
significant at the level of a= 5% (0.05) can be interpreted as Hs accepted, namely the
variable transfer pricing has an effect on tax planning

DISCUSSION

Profitability affects Tax Planning

Based on the results of the partial test (T Test), it was found that the Profitability variable
had an effect on Tax Planning. Where the greater the profit, the company's profitability
will also increase, but this actually results in a high amount of tax that must be paid by the
company (Mayndarto, 2022). Therefore, more profitable companies have a stronger
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incentive to do tax planning to minimize taxes paid and maximize net profit. On the theory
putforward by Jensen and Meckling (1976) about agency theory states that the relationship
between the owners of the company (principal) and management (Agent), this states that there
is an influence, where the higher the profit that the company makes, the more likely the
company is to carry out tax planning practices. This encourages managers to carry out tax
planning strategies to reduce tax liabilities and maximize net profit that can be reported to
shareholders so that financial performance remains good. The impositionof the income tax rate
earned and received by the company, the high effective tax rate indicates a high level of tax
planning. Agency Theory This canhave animpact onincreasing profitability and tax planning.
This research is also strengthened by the existence of research (Yayah & Shintia, 2023) at PT
Indofood CBP Sukses Makmur Tbk for the 2015-2022 period which states that Profitability has
an effect on Tax Planning.

Leverage has no effect on Tax Planning

Based on the tests that have been carried out, it is stated that the Leverage has no effect
on Tax Planning. Leverage shows how much of the company's funding comes from debt
compared to its own capital, which is higher leverage, the greater the interest burden that
can be used as a tax deduction (tax shield), so companies tend to use debt as a tax planning
strategy. When leverage It does not affect tax planning, it shows that there are tax regulations
that limit interest deductions as a tax burden or rules that limit loan interest crediting (thin
capitalization rules) that applies in Indonesia. There is a Regulation of the Minister of Finance
No. 169/PMK/0.10/2015 concerning the determination of the amount of comparison between
debtand company capital for the purpose of calculating income tax. In Article 2 Paragraph
1 The ratio between debtand capital as referred to in Article 1 paragraph (1) is set at the highest
of four to one (4:1). Although the level of debt in this sample of companies is quite high, so it
has the potential to resultin a high loan interest burden, there are regulations that regulate the
amount of interest expense allowed in charging loan interest (Ramadhani, 2022). This policy
makes companies limit incentives in using debt in their tax planning strategies. Therefore,
companies are also more cautious in using excess debt to avoid high financial risks.

In the perspective of the theory of agency ineffectiveness leverage In tax planning it can
explain the existence of a conflict of interest between the manager and the owner, because the
manager does not always act to maximize the interests of the owner. Managers tend to act
according to their personal interests that are not always in line with the owner's goals, such as
when it comes to tax efficiency. While leverage It has the potential to be a tool to control
managers through interest payment obligations, which can encourage management to be more
disciplined in managing finances, this is included in developing tax strategies. This research is
also strengthened by the existence of research (Angelia, 2020) at companies in the
manufacturing sector for the period 2014-2017 which states that Leverage has no effect on Tax
Planning.

Company Size has no effect on Tax Planning
Based on the results of the partial test (T Test), it was found that the Company Size
variable had no effect on Tax Planning. Since total assets as a proxy the size of a company
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measures the amount of resources a company has, but it does not necessarily reflecthow much
profit or taxable profit it makes. Companies with large assets may have low profits or
even suffer losses, so the incentive to do tax planning is minimal. Companies with large total
assets may be less focused on tax strategies because their priorities are on operational efficiency
or business expansion (Pramudya, 2025).

Agency theory explains the difference in interests, such as managers wanting to show
good performance, while owners want the company to generate long-term value and cost
efficiency, especially in terms of taxes. In determining the level of aggressiveness of tax
planning, it is not always from the size of the company, both large and small companies
can have the same incentives to manage their tax burdens, according to the company's internal
strategies and policies. If large companies tend to be the object of stricter supervision from
regulators and investors, this causes companies to be more careful in tax planning, due to the
high risk of tax audits and maintaining the company's reputation. Therefore, it indicates
that the size of the company is not the main factor that determines the level of tax planning,
as the tax strategy depends on the outcome of the company's management policies and not
just the size of the company.

This research is also strengthened by the existence of research (Pramudya, 2025) at
Contracting companies and real estate Period 2018-2022 Yang states that the Company Size has
no effect on Tax Planning.

Transfer Pricing Affects Tax Planning

Based on partial testing (T Test) it was found that the Transfer Pricing affect Tax
Planning. Where the higher the practice transfer pricing which is done to the company, the
company has the opportunity to set prices internally and transfer the profits owned to
companies that have a special relationship, so that the company does tax planning to minimize
its tax burden.

If the tax rate is getting higher, then the company tends to do tax planning, where
transfer pricing It is used as one of the tax planning strategies, especially multinational
companies which are usually carried out by selling goods and services at prices below
market pricesto groups of companies located in countries with lower tax rates. In the theory
of planned behavior, if management has a positive attitude towards tax savings due to the
transfer pricing carried out reasonably in accordance with applicable rules, then the
intention to carry out tax planning with a strategy transfer pricing will get stronger.

This research is also strengthened by the existence of research (E. W. Sari & Markhumabh,
2023) at company Real and Estate the period 2018-2021 which states that Transfer Pricing affect
Tax Planning.

LIMITATIONS

In order to maintain a focus on the initial objectives of this study and given the time
constraints, this study limits the discussion of the problem by assigning the following
qualifications: The data analyzed are the financial statements of industrial sector companies
listed on the Indonesia Stock Exchange for the period 2018-2024. In this study, the
researcher
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will only analyze the Influence of Profitability, Leverage, Company Size, and Transfer
Pricing to Tax Planning.
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