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Abstract: This study was conducted to analyze the effect of 

profitability and company size on tax aggressiveness with 

Corporate Social Responsibility as a moderating variable. 

The population of this research is manufacturing companies 

listed on the Indonesian Stock Exchange in 2014-2017 with a 

sample proposive sampling method, obtained data from 179 

companies. The data analysis technique used Moderated 

Regression Analysis (MRA). The results of this study indicate 

that profitability and company size have a significant 

negative effect on tax aggressiveness, while Corporate Social 

Responsibility is able to strengthen profitability and weaken 

company size against tax aggressiveness. 

Keywords: Profitability, Company Size, Corporate Social 
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I. INTRODUCTION 

 Sources of state revenue come from various 

sectors, both internal and external. One source of state 

revenue from the internal sector is taxes, while external 

sources of revenue are for example foreign loans. For 

Indonesia, state revenues derived from taxes are still the 

largest revenue for the State Budget (APBN). Taxes have 

alwaysbeenthefocusofthe government because taxes are 

the biggest focus in the State Budget (APBN). 

 Tax is the people's contribution to the state 

treasury based on law (which can be enforced) without 

receiving reciprocal services (counter-achievement) 

which can be shown directly and which is used to pay 

general expenses. The accounting sector states that tax is 

a cost component which can reduce company profits. The 

amount of tax that must be deposited to the state treasury 

depending on the amount of profit the company gets 

during one year. Paying taxes in accordance with the 

provisions will of course contradict the main objective of 

the company, namely maximizing profits or profits, so that 

the company tries to minimize the tax costs it bears[3]. The 

methods used by the company include tax planning or tax 

aggressiveness. Corporate tax aggressiveness is also 

assessed by the extent to which the company takes tax 

avoidance measures by exploiting loopholes in tax 

regulations. So by doing so, the company will be 

considered more aggressive towards taxation. There are 

several factors that influence companies in implementing 

tax aggressiveness, including profitability, Company Size, 

and Corporate Social Responsibility. 

 Low profitability may reflect that the company 

has difficulty meeting short-term obligations[9]. Liquidity 

difficulties can trigger companies to disobey tax 

regulations [20] so that they can lead to aggressive actions 

against corporate taxes. According to research conducted 

by [6] and[1] profitability has a significant positive effect 

and according to [21] and [18] profitability has a 

significant negative effect on tax aggressiveness. 

Meanwhile, according to research conducted by [15] 

profitability has no influence on tax aggressiveness.  

 The second factor that affects tax aggressiveness 

is the size of the company. According to research 

conducted by [13],[6], [24] company size has a significant 

positive effect on tax aggressiveness, whereas according 

to [15] and [17] company size does not have influence on 

tax aggressiveness. 

The third is Corporate Social Responsibility 

(CSR). According to The Word Business Councill For 

Sustainable Development (WBCSD) or what is currently 

called business action for sustainable development, quoted 

from [22]defines CSR as a sustainable commitment from 

business people to behave ethically and contribute to 

economic development while at the same time improving 

the quality of life of workers and their families as well as 

local communities and the wider community.Research 

conducted by [26] has shown that the higher the level of 

disclosure of Corporate Social Responsibility (CSR), the 

lower the aggressiveness of the company. According to 

research conducted by [12] and [15] CSR has a significant 

positive effect on tax aggressiveness. Meanwhile, 
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according to the results of research conducted by 

[13]revealed that Corporate Social Responsibility (CSR) 

has a significant negative effect on tax aggressiveness. The 

inconsistent research results can encourage to conduct 

further research on the influence of variables on tax 

aggressiveness. 

 

II. LITERATURE REVIEW 

1. Agency Theory 

Agency theory explains the relationship between the 

principal and the agent[16]. States that in agency or agency 

theory, there is a contract or agreement between the 

resource owner and the manager to manage the company 

and achieve the company's main goal, namely maximizing 

the profits to be obtained, thus allowing managers to do 

various ways to achieve these goals in good ways or a way 

that is detrimental to many parties[12]. The manager 

(agent) has an obligation to provide information about the 

company to the company owner (principle) because 

managers are considered to better understand and know 

the real condition of the company [3]. 

2. Legitimacy Theory 

Legitimacy theory is one of the most frequently mentioned 

theories in the field of social and environmental 

accounting. State that legitimacy theory has been used in 

accounting studies to develop a theory of social and 

environmental responsibility disclosure. Companies are 

increasingly aware that the company's survival also 

depends on the company's relationship with the 

community and the environment in which the company 

operates. This is in line with the legitimacy theory which 

states that companies have contracts with the public to 

carry out their activities based on the values of justice, and 

how companies respond to various interest groups to 

legitimize company actions. Legitimacy theory states that 

organizations must continually try to ensure that they carry 

out activities in accordance with the boundaries and norms 

of society (Rustiarini, 2011) in[27]. Legitimacy Theory 

states that companies will have a bigger responsibility than 

small companies (Cheers, 2011) in[27]. 

3.  Tax Aggressiveness 

Companies consider taxes as an additional 

expense that can reduce corporate profits. Therefore the 

company is predicted to take actions that will reduce the 

company's tax burden. According to[7], actions taken by 

companies to reduce taxable income through tax planning, 

both legally (tax avoidance) and illegally (tax evasion) are 

called corporate tax aggressiveness. Although not all tax 

planning acts violate the law, the more loopholes are used, 

the more aggressive the company is. 

 

III. RESEARCH RESULT 

 

1. Effect of Profitability on Tax Aggressiveness  

The results show that profitability has a 

significant negative effect on tax aggressiveness. Based on 

the test results, then H1 = profitability has a significant 

positive effect on tax aggressiveness" is rejected. 

This shows that companies that have high levels 

of profit actually have a low tax burden. This can be 

affected by income which should not be included as a tax 

object but rather as a tax object. The results of this study 

are supported by [5]who argue that companies with high 

profitability have the opportunity to position themselves in 

tax planning which reduces the amount of tax liability. 

Companies can reduce the amount of their tax 

burden by taking advantage of the PPh article 4 paragraph 

3 on non-taxable objects by selecting or generating non-

taxable income. For example a PT can invest in a company 

or business entity in Indonesia, and dividends received by 

a PT will be categorized as income which is not subject to 

tax on the condition that the PT has shares of at least 25% 

of the total paid-up capital in the company as regulated in 

the LawIncome Tax Article 4 paragraph 3. The results of 

this study are in line with the hypothesis conducted by 

[11]and[10]. 

2. The Effect of Company Size on Tax Aggressiveness 

The results show that size has a significant 

negative effect on tax aggressiveness. Based on the test 

results, "H2 = size has a significant positive effect on tax 

aggressiveness" is rejected. 

The size of the company can be interpreted as a 

scale in which the company can be classified as large and 

small according to various ways, one of which is the size 

of its assets. The size of the company can determine the 

size of the assets owned by the company, the greater the 

assets owned, the greater the amount of productivity. 

Assets owned by a company are related to the size of the 

company, large companies tend to have large assets. 

Assets will experience depreciation each year which can 

reduce the company's net income, thereby reducing the tax 

burden paid. The high profit that the company receives 

will result in higher taxes that must be issued by the 

company. This condition makes managers try to minimize 

reported taxes but by reporting high profits, one of which 

is by diverting them into withheld tax. This condition can 

cause the total tax burden to be smaller. 

 There is a significant negative effect of firm size 

on ETR because large companies have more room for 

good tax planning and adopt effective accounting practices 

to reduce company tax aggresiveness. The results of this 

study are consistent with research conducted by[11] and 

[27]which states that the larger the company, the relatively 

lower the effective tax rate is. 

3. The Effect of Corporate Social Responsibility 

Strengthens Profitability on Tax Aggressiveness 

Based on the results show that CSR_Profitability 

has a significant positive effect on Tax Aggressiveness, 

then H3 = Corporate Social Responsibility strengthens 

Profitability on Tax Aggressiveness is accepted. 

Corporate Social Responsibility strengthens the 

influence of Profitability on Tax Aggressiveness. 

Research conducted by[4]states that companies in 

Indonesia have begun to consider the importance of the 

existence of corporate social responsibility, so that the 

greater the benefits obtained, the higher the value of the 

performance of corporate social responsibility. Corporate 

social responsibility can also be used by companies to be 

superior to competitors in terms of getting benefits. Once 

a company in an industry has successfully implemented a 
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corporate social responsibility policy, a competing 

company may be forced to engage in corporate social 

responsibility activities as well. 

The company in running its business has the aim 

of obtaining maximum profit / profit. However, companies 

also have an obligation to pay taxes. The tax burden paid 

by the company will have an impact on reducing company 

profits. To maintain or optimize company profits, efforts 

to minimize the tax burden are carried out through tax 

avoidance practices. According to Watson (2014) in [1], it 

is found that companies with good quality corporate social 

responsibility do not evade tax in conditions of high profit 

performance, moreover there will be accountability 

reports that will make the company more transparent. 

Likewise, according to research conducted by [2] there is 

an influence between profitability and corporate social 

responsibility on tax avoidance. 

 

4. The Influence of Corporate Social Responsibility 

Weakness The Influence of Company Size on Tax 

Aggressiveness 

Based on the results show that CSR_SIZE has a 

significant negative effect on tax aggressiveness, so H4 = 

Corporate Social Responsibility weakens the size of the 

company to tax aggressiveness" is accepted. 

Companies are classified as small or large from 

one of them from the small amount of the company's total 

sales. Benchmarks used to show the size of a company, 

including total sales, number of regular customers and 

total assets [27]. The greater the total sales or assets, the 

bigger the size of a company [17]. Corporate Social 

Responsibility activities are a manifestation of the 

company's concern for the community, apart from paying 

taxes correctly and properly. Corporate social 

responsibility is a form of communication relationship. 

This is done so that the company has a positive image in 

the eyes of stakeholders and the wider community. 

 In line with the theory of legitimacy, besides 

obtaining maximum profit, companies are required to pay 

attention to the community. Company size can be affected 

by tax aggressiveness. However, when other factors occur, 

such as the existence of Corporate Social Responsibility, 

it will weaken the relationship between company size and 

tax aggressiveness. With good Corporate Social 

Responsibility, it will strengthen the value of tax 

aggresiveness, whichmeansthat the company will be more 

transparent in building good relationships with the 

community or stakeholders [23]. 

 

IV. CONCLUSION 

The results of the analysis of this study state that 

profitability and firm size have a significant negative 

effect on tax aggressiveness, while for the moderating 

variable, Corporate Social Responsibility strengthens 

profitability and weakens firm size on tax aggressiveness. 

 

V. LIMITATIONS 

The following are some of the limitations in the 

study, namely the difference in assessment in analyzing 

and identifying Corporate Social Responsibility (CSR) 

disclosure items in annual reports that are subjective, so 

that they are only based on the author's knowledge. The R 

square value of this study is relatively small, namely 

0.072, meaning that the variables in this study only affect 

7.2% and the remaining 92.8% are influenced by other 

variables outside the research and the research unit is only 

companies engaged in the manufacturing industry. 

 

VI. SUGGESTION 

For the next researcher, it is hoped that they can 

increase the number of other independent variables that 

affect company aggressiveness, such as: Leverage and 

Earnings Management and add observations, in this study 

it was only 4 years (2014-2017) and not only researched 

in manufacturing companies but also in other companies, 

such as banking. 
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