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ABSTRACT  

 

The effective tax rate is one indicator of the good or bad condition of tax management in a company. the lower the company's 

effective tax rate, the better its tax management. This study aimed to determine the effect of asset returns, fixed asset intensity, and 

transfer pricing on tax management with Effective Tax Rate Indicators. Data was collected through food and beverage 

manufacturing companies listed on the Indonesia Stock Exchange for the period of 2016-2020, and the sample chosen from two 

criterias. Statistical analysis and hypothesis testing were carried out using multiple linear regression. Multiple linear regression 

results show that Return on assets, Fixed Asset Intensity, Transfer Pricing have no effect on Leverage, and Leverage cannot 

moderate Return on assets and Transfer Pricing with Effective Tax Rate. Meanwhile, Leverage can moderate Fixed Asset Intensity 

with Effective Tax Rate. This study is expected to contribute to the relevant agencies regarding the role of Return on assets, Fixed 

Asset Intensity, and Transfer Pricing in tax management so that the authorities can develop strategies to maximize profits while 

still fulfilling their obligations as taxpayers properly. This study is also expected to provide suggestions to investors and potential 

investors to pay attention to the tax management of the company that will be targeted for their investment. 
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INTRODUCTION 

Indonesia with a fairly large population growth, has abundant natural wealth and is geographically located in a strategic position 

so that it has an attraction for domestic and foreign entrepreneurs to invest. This condition can benefit the Government of Indonesia, 

because it will get a source of income from taxes. However, at the end of 2019 to 2022, the COVID-19 pandemic has had an impact 

on tax instruments in various countries. Value Added Tax (VAT) in Indonesia, at the beginning of the pandemic growth, was still 

positive but when compared to the end of 2020 its growth began to be negative. Likewise, Corporate Income Tax and import-based 

taxes have negative growth. Other countries such as the United States are also affected, but the most affected are Corporate Income 

Tax and Personal Income Tax (Vissaro, 2020),This is supported by Tax Revenue data released by the Ministry of Finance of the 

Republic of Indonesia in February 2020 and December 2021, Corporate tax revenue in February 2020 amounted to 20.20 Trillion 

with tax growth from the previous year of -29.34% (Kementerian Keuangan Republik Indonesia, 2020) then in December 2021 

Corporate tax revenue was 198.55 Trillion (Kementerian Keuangan Republik Indonesia, 2022) with a growth of 25.63% from the 

previous year as a result of the end of the period of providing incentives for reducing corporate income tax payments in most 

sectors. 

 

In contrast to the company side, taxes are actually considered a burden because they can reduce profits. Although the tax rate has 

been regulated in the Taxation Law no. 38 of 2008, the company still has the right to carry out tax management to minimize taxes 

that must be paid while still complying with applicable tax rules. With the flexibility to carry out tax management, companies can 

strive to pay the tax burden to a minimum so that they can maximize profits without violating applicable tax rules. 

 

The food and beverage industry is the closest thing to the community because it is a basic human need, apart from clothing and 

housing. The Ministry of Industry of the Republic of Indonesia in an article on its web page states that the food and beverage 

industry is still one of the mainstay manufacturing sectors in making a major contribution to national economic growth. The 

company's performance in the food and beverage sub-sector has been consistently positive, starting from its role in increasing 

productivity, investment, exports, to employment. Meanwhile, in terms of taxation, the food and beverage business is also subject 

to a special tax in the form of value added tax (VAT). The tax charged to this company should also be a separate concern for 

investors, before deciding to invest in certain companies, especially companies engaged in the food and beverage sector. A good 

company and a long sustainability will certainly manage its corporate taxes as well as possible. 

 

LITERATURE REVIEW 

 

Agency theory 

Agency theory is a theory discusses the relationship between the party giving the authority and the party receiving the authority. 

In this case the recipient of the authority is the manager, namely agent, while the giver of authority is principal, the owner of the 

company or the shareholder. In this theory, it is logic that shareholders or company owners give authority or power to managers to 

manage the company. The existence of two different individuals and having different personal interests may even conflict with 

each other making good relationships between owners and managers difficult to create. (Jensen, 1976), who first bring up the 

theory of agency, argue that there are conflicting interests between principals and agents. In Indradi's research (2019), agency 

theory is based on the relationship between agent and principal. In a company, the principal is the shareholder who gives the 

authority to make decisions to the company manager as an agent.  
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According to Eisenhardt (1989), the basic human nature in agency theory is divided into self interest, bounded rationality, and risk 

averse. Self interest means that humans in general have a selfish nature. Second, bounded rationality, which means humans have 

limited thinking power regarding future perceptions. The last one is risk averse, humans do not like risk. From the two theories, it 

is found that the agency theory has two parties, Principal (owner of the company) and Agent (management). The principal wants 

a high gain, then the agent will show a big profit by manipulating the data according to the principal's wish. 

 

Tax  

According to the Director General of Taxes of the Republic of Indonesia, the definition of tax is a mandatory dues owed by an 

individual or entity that coercive to the state, the compensation obtained by the taxpayer indirectly and the tax paid by the taxpayer 

is used for the benefit of the state for the welfare of the people. Mardiasmo (2016) states that taxes have two functions, Budgetair 

(budget function which is the source or origin of government funds, which are used to finance its expenditures) and Regularend 

(as a regulatory tool in the administration of government in the social and economic sector). 

 

Taxes are people's contributions to the State treasury based on the law (which can be enforced) without receiving reciprocal services 

(contra-achievement) that can be directly shown and which is used to pay general expenses (Soemitro, 2004). This is also stated 

by Andriani (2014), Taxes are public contributions to the state (which are imposed) which are owed by those who are obliged to 

pay them according to general regulations (laws) without return of achievement that can be directly appointed and whose use is to 

finance general expenses in connection with the state's duty to administer the government. 

 

There are 3 tax collection systems, the Official Assessment system (a collection system that authorizes the government to determine 

the amount of tax owed by Taxpayers), Self Assessment (a system that gives full authority to Taxpayers to calculate, pay, and 

report their own amount of tax payable), and With Holding System (a collection system that authorizes third parties (not the 

government and not the taxpayer concerned) to determine the amount of tax owed by the taxpayer). The self-assessment system 

adopted in Indonesian, in accordance with the philosophy of the Taxation Law, pays taxes is not only an obligation, but it is the 

right of every citizen to participate in the form of participation in state financing and national development. The responsibility for 

paying tax obligations, as a reflection of state obligations in the field of taxation, rests with members of the community themselves 

to fulfill these obligations. The government in this case is played by the Direktorat Jenderal Pajak, has the obligation to provide 

guidance/extension, service, and supervision. Taxes are classified on the basis of whether they are applied directly (direct taxes), 

or on the basis of a number of other measurable performance characteristics of the company called indirect taxes. Eitman et al 

(2006) divide the types of corporate taxes in the world today into several, namely income taxes, withholding taxes, value added 

taxes, and other national taxes. 

 

Tax management 

Tax management is an effort carried out by taxpayers through 3 things, namely planning, implementing, and controlling their tax 

obligations and rights, so that everything related to corporate taxes can be managed efficiently, economically, and in the best 

possible way, so that it is expected to increase company profits or income (Pohan, 2013). Tax Management has several functions, 

namely tax planning, tax administration, tax audit, and others. Tax planning is a procedure for organizing taxpayers so that their 

tax debts are at the lowest or minimum position while remaining within the scope of the provisions of tax laws and regulations and 

commercially (Zain, 2007). This is done to look for chance or gap that can be done in the applicable tax regulations, so that 

companies can pay at the lowest or minimum total without violating tax regulations. Whereas in Tax Administration/ Tax 

Compliance, the calculation is carried out in accordance with the tax rules properly and correctly, then pays taxes and reports them 

on time according to the deadlines that have been set in an effort to fulfill tax administration obligations. Then in the Tax Audit, 

policies on tax audits, responses to tax audit results, and strategies for filing objection letters are formed. Undang-Undang Nomor 

36 Tahun 2008 pasal 1 explains that income tax is charged to tax subjects who receive or earn income in the tax year. Richardson 

and Lanis (2007) state that companies that have high profitability will pay higher taxes than companies that have lower levels of 

profitability. 

 

Effective Tax Rate 

The effective tax rate (ETR) is the corporate tax rate that can be calculated from the current tax burden which is then divided by 

profit before tax (Halperin and Sansing, 2005). Effective Tax Rates basically assess the performance of corporate taxes. In a study 

conducted by Noor et al in 2010, the Effective Tax Rate is the best measure of a company's actual tax burden. Kern and Morris in 

1992 stated that the tax rate or effective tax rate is basically a percentage of the tax rate borne by the company. Effective tax rates 

are used by investors, managers and shareholders. 

 

Effective Tax Rate is a comparison between the tax burden paid by the company with the profit before tax. Effective Tax Rates 

are used to find out how much revenue is actually paid for taxes, to compare competitiveness between companies, to give an idea 

of government tax incentives reflecting a low tax base or weak regulatory enforcement, and to give an indication of differences in 

corporate tax treatment with the same characteristics but different locations (Azizah, 2018).  Handayani & Arfan (2014) states that 

the Effective Tax Rate is a tax rate that is not regulated in tax regulations. The Effective Tax Rate (ETR) is a comparison between 

the tax burden paid by the company and the profit before tax. Effective Tax Rates are often used as a reference for managers to 

measure the amount of tax that must be paid by the company, it shows the percentage of the company's tax burden on the company's 

profit before tax/accounting profit. 
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Profitability 

The profitability ratio is a ratio to assess the company's ability to seek profit (Kasmir, 2014), so that the ratio can reflect the level 

of management effectiveness in a company. This is indicated by the profits generated from sales and investment income. 

Meanwhile, according to (Sartono, 2010), the profitability ratio is the company's ability to earn profits in relation to sales, total 

assets, and own capital. Thus, long-term investors will be very interested in this profitability analysis. In line with the understanding 

of the profitability ratio according to Fahmi (2013), aims to show the success of the company in generating profits. Potential 

investors will carefully analyze the smooth running of the company and its ability to earn profits. The better the profitability ratio, 

the better the company's ability to describe high profitability. 

 

The use of profitability ratios can be done by using comparisons between various components in the financial statements, especially 

the income statement and balance sheet. Measurements can be made for several operating periods. Profitability in relation to 

investment is related to investment returns. One measurement is the rate of return on investment or Return on Investment (ROI), 

or the rate of return on assets or Return on Assets (ROA). 

 

Return on Assets (ROA) 

Return On Assets (ROA) is the difference between income and costs (Atarwaman, 2011). According to (Fuad, 2000) Revenue is 

an increase in the number of assets or a decrease in organizational liabilities as a result of the sale of goods/services to other parties 

within a certain accounting period. Research conducted by Noor et al (2010), the tax burden can be reduced by companies with 

high profits because companies take advantage of the benefits of tax incentives and other tax reductions which can cause the 

company's Effective Tax Rate to be lower than it should be. According to Brigham et al (2001), the ratio of net income to total 

assets measures the rate of return on total assets (ROA) after interest and taxes. ROA measures the overall effectiveness of 

generating profits through available assets; the power to generate returns on invested capital (Horne & Machowiez, 2009). In line 

with Sawir's (2005) statement, Return On Assets (ROA) is a ratio used to measure the company's management ability to earn 

overall profit. The greater the ROA of a company, the greater the level of profit achieved by the company and the better the 

company's position in terms of asset use. 

 

The greater the ROA, the better the performance, because the higher the investment growth rate. The ROA reflects the company's 

total assets (or funding) provided to the company (Wild, 2005). ROA is calculated by comparing net income available to common 

stockholders with total assets (Brigham et al. 2001). Horne and Wachowicz (2009) calculate ROA by using the formula of net 

income after tax divided by total assets. 

 

In the analysis of financial statements, Return on Assets (ROA) which is one of the profitability ratios is often highlighted, because 

it is able to show the company's success in earning profits. ROA is able to measure the company's ability to generate profits in the 

future. The assets referred to all company assets obtained from own capital originating from foreign capital which have been 

converted into company assets which are used to build the life of the company. 

 

Fixed Asset Intensity 

Assets are wealth that have economic benefits in the form of tangible and intangible objects that can be controlled by the party 

entitled to the transaction (Nafarin, 2007). Company assets are divided into current assets and fixed assets. Current assets are 

company assets owned by the company and have a maximum economic life of one year in the normal cycle of company activities. 

While Fixed Assets are assets owned by companies that have a useful life of more than one year in the normal activity cycle. Fixed 

Assets are assets that are long-term or relatively permanent and can be used in the long term (Reeve et al, 2013). In PSAK No. 16 

of 2011, fixed assets are tangible assets that are owned for use in the production or supply of goods/services for rent to other parties, 

or for administrative purposes; and is expected to be used for more than one period. 

 

Fixed assets are the asset component with the largest value in the balance sheets of most companies, especially capital-intensive 

companies such as manufacturing companies. Martani (2012) defines fixed assets as tangible assets that are held for use in the 

production or supply of goods or services, for rental to other parties, or for administrative purposes, and are expected to be used 

for more than one period. The higher the ratio of fixed assets owned by the company, the higher the depreciation expense attached 

to these fixed assets. Expenses arising from asset ownership will remain the company's burden, this is because the depreciation 

expense will be a deduction from the company's net profit and will affect the decline that will be carried out by the company. Fixed 

assets will depreciate in value if used by the company, this happens because of the wear and tear nature of fixed assets. However, 

fixed assets that are not utilized by the company will experience a decline in age (out of date). Nafarin (2007) also divides assets 

into three types, namely tangible fixed assets, which will experience a difference called depreciation; Fixed assets that are 

intangible, will experience depreciation which is called amortization; Fixed assets, natural resources, will experience namely 

depletion. 

 

Blocher et al (2007) stated that companies with large fixed asset ratios compared to large total assets will pay lower than companies 

with smaller ratios. Companies with large fixed asset ratios compared to large total assets will pay lower taxes than companies 

with smaller ratios. This is because in tax management, depreciation can reduce the tax burden. 

 

Transfer Pricing 

Based on PSAK No. 7 of 2009 which discusses related party disclosures, related party transactions are the diversion of resources, 

services or obligations between the reporting entity and related parties aside from whether a price is charged. A related party is a 

certain person or entity in the compose of financial statements. A related party transaction according to the Ikatan Akuntan 

Indonesia (2009) is a transfer of resources, services or obligations between the reporting entity and a related party, regardless of 

whether a price is charged. The existence of this special relationship allows the occurrence of transaction agreements that cannot 
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be carried out by parties who do not have a special relationship. International Financial Reporting Standards also require disclosure 

in the case of related transactions, “Regardless of whether a transaction has occurred between a parent and a subsidiary, an entity 

must disclose the name of the parent and, if different, the ultimate controlling party. If neither the parent nor the ultimate controlling 

party produce financial statements available for public use, the name of the next most senior parent to do so must also be disclosed. 

(IAS24.16)” which means, regardless of whether there is a transaction between a parent and a subsidiary, the entity must disclose 

the name of the parent and if different, the ultimate controlling party. If neither the parent nor the ultimate controlling party produce 

publicly available financial statements, the name of the next most senior parent to do so must also be disclosed. 

 

Special Relationship Transactions are transactions between companies that have a certain relationship. This relationship allows for 

manipulation of transaction prices outside the fair price. Nilasari & Setiawan (2019: 584) states that unreasonable prices are in the 

spotlight of the Direktorat Jenderal Pajak because these prices are usually intended to avoid taxes, so that they can result in losses 

for related transfers, especially the government. Unreasonable prices are often referred to as Transfer Pricing  (Handayani & Arfan, 

2014) 

 

Based on some of the experts and theories above, it can be said that Transfer Pricing is a transaction between parties who are able 

to control another party because they have equity participation, direct ownership or agreement. These transactions are valid in one 

country or across country borders. Depreciation expense has a tax effect by acting as a tax deduction. The intensity of the company's 

fixed assets describes the company's investment in the company's fixed assets (Blocher, 2007). The intensity of the company's 

fixed assets can reduce taxes because of the depreciation attached to fixed assets. Relationship transactions are highlighted in the 

provisions of tax regulations, if there are transactions that are expected to be aimed at avoiding an invitation to report income that 

is less than the actual one, or the imposition of unreasonable fees (Advianto, 2011). Supported by Ompusunggu's statement (2011), 

there are efforts to obtain resources and tax avoidance between parties who have a special relationship. This happens because taxes 

are identified as a burden, so company managers always try to reduce the burden to increase efficiency and company cash flow. 

 

Leverage 

Leverage is a ratio used to calculate how much a company's assets are financed by debt. According to Husnan & Pudjiastuti (2012), 

leverage is used by companies to describe the relationship between total assets and ordinary share capital and to prove the use of 

debt to increase profits. Leverage is a ratio used to measure the ability of debt in the short or long term to finance the company 

assets (Kurniasih & Ratna Sari, 2013). Leverage is the amount of debt owned by the company to finance the company's activities 

(Yulfaida & Zulaikha, 2012). Leverage arises because the company in its operations uses assets and sources of funds that incur 

fixed costs, in the form of depreciation costs from fixed assets, and interest costs from debt. In terms of the income statement, 

leverage is divided into two, operating leverage and financial leverage (Halim, 2007). The use of operating leverage is expected to 

cover fixed costs and variable costs. Meanwhile, financial leverage is expected to increase company net profit. According to Sudana 

(2011), the use of debt in the company's investment spending can affect the company's ability to generate returns on the capital 

used. 

 

Leverage ratio is the company's ability to use assets and funds that have fixed funds to increase revenue (Syamsuddin, 2002). 

Meanwhile, according to Kasmir (2008) Leverage Ratio is used to measure the company's potential in financing all of its 

obligations, in the short and long term. One of the ratios to calculate leverage is the Debt to Equity Ratio (DER). This ratio shows 

the relationship between long-term credit provided by creditors and the amount of own capital owned by shareholders. By 

comparing the ratio of total liabilities to equity. Leverage is useful for analyzing the ability of the company's position towards 

obligations to other parties, analyzing how much of the company's debt is financed by debt, analyzing the balance of the value of 

assets, especially fixed assets with capital, analyzing how much loan funds will be billed immediately there is enough own capital, 

to measure the share from every rupiah of capital used as collateral for long-term debt, to analyze the company's ability to meet 

fixed obligations (such as credit including interest), to analyze how much the company's debt affects asset management, to analyze 

the company's ability to fulfill obligations to other parties. 

 

THEORETICAL AND HYPOTHESIS REVIEW 

 

One of the policies implemented by the company to minimize the amount of the tax burden is to reduce the Effective Tax Rate. 

Effective Tax Rate can be used as a category for measuring effective tax planning (Nilasari & Setiawan, 2019). In line with what 

Swenson (2007) stated, one way to measure how well a company manages its taxes is to look at the effective rate. Effective Tax 

Rate is a comparison between the tax burden paid by the company with income before tax. This ratio can see and prove the 

effectiveness of tax payments that have been paid by the company. To maximize tax management, companies can reduce the level 

of profitability described by Return on assets (ROA). Companies with a high level of profitability will be followed by a high 

amount of tax burden. In accordance with Law No. 36 of 2008, income received by tax subjects will be taxed, so the higher the 

income, the higher the income tax imposed on the company (Richardson & Lanis, 2007). Research conducted by Putri (2016) and 

Afifah (2020) has different results regarding the effect of Return on assets on the Effective Tax Rate. Putri (2016) found that Return 

on assets did not affect the Effective Tax Rate, while Afifah (2020) found that Return on assets did not affect the Effective Tax 

Rate. 

 

H1: Return on assets Affects Effective Tax Rate 

 

Depreciation expense arising from ownership of fixed assets will also affect corporate tax, so that the intensity of ownership of 

fixed assets (Fixed Asset Intensity) can affect the company's tax burden. In the tax, the depreciation expense can be deducted from 

the company's profit before tax (Darmadi & Zulaikha, 2013). Companies that have fixed assets whose economic benefits have 

expired but are not derecognized as fixed assets and for movable assets (vehicles), if they are taken home by users, not all 
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depreciation or maintenance costs can be charged, only 50%, so companies that have assets remain high must bear a high tax 

burden (Ardyansah, 2014). In research on the effect of fixed asset intensity on the Effective Tax Rate, there are differences in the 

results of research conducted by Henny (2016) and research conducted by Afifah (2020). Henny (2016) found that Fixed Asset 

Intensity did not affect the Effective Tax Rate, while Afifah (2020) found that Fixed Asset Intensity did not affect the Effective 

Tax Rate.  

 

H2: Fixed Asset Intensity Affects the Effective Tax Rate 

 

In terms of obligations as corporate taxpayers, there are many small-scale to national and even multinational entities or companies 

that carry out tax planning to tax evasion. Related relationship transactions are used to reduce tax payments. Transfer prices with 

companies that have special relationships are carried out by companies to reduce company profits so that the tax burden paid is 

reduced. Basically, related relationship transactions can increase profits because the company's transactions are not high and cost 

savings can be made, long-term contracts with selling prices can be agreed, and there is no concern about price increases in the 

future. There are differences in the results of research conducted by Indradi (2019) and Nilasari & Setiawan (2019), regarding the 

effect of Transfer Pricing on the Effective Tax Rate. Indradi (2019) found that Transfer Pricing had a significant effect on the 

Effective Tax Rate, while according to Nilasari & Setiawan (2019), Transfer Pricing did not have a significant effect on the 

Effective Tax Rate. 

 

H3: Transfer Pricing Affects Effective Tax Rate 

 

Leverage is a ratio that measures the extent to which the company's assets are paid for by the debts borne by the company. Leverage 

is the use of assets and sources of funds by companies that have a fixed burden that aims to increase company profits, so leverage 

can describe the extent to which the company is able to pay all its obligations. In Kasmir (2008) it is stated that if the company has 

a higher leverage ratio, this will have an impact on the emergence of a greater risk of loss, but there is also an opportunity to earn 

a large profit. Conversely, if the company has a lower leverage ratio, it certainly has a smaller risk of loss, especially when the 

economy is down. Companies that sell assets with small profits have a significantly greater influence than companies that make 

small losses from asset sales (Wang, 2010). 

 

H4: Leverage can moderate Return on assets to Effective Tax Rate 

 

According to Jama & Karnovinsah (2018), the intensity of fixed assets does not have a significant effect even though the effect 

given is negative. The negative effect indicates that the higher the value of the independent variable, the more it directs management 

to practice tax management. Meanwhile, the lower the value of the independent variable, the more it directs management to practice 

earnings management. 

 

H5: Leverage can moderate Fixed Assets Intensity to the Effective Tax Rate 

 

According to Indradi (2019), leverage cannot moderate the effect of related debt transactions on the effective tax rate. This 

contradicts the results of research conducted by Putri (2016) which shows that leverage has a significant effect on effective tax 

rate. The direction of the negative coefficient indicates that there is a tendency that a greater level of debt will reduce the effective 

tax rate, on the contrary, a smaller level of debt will increase the effective tax rate. 

 

H6: Leverage can moderate Transfer Pricing to the Effective Tax Rate 

 

RESEARCH METHODS 

 

The population in this study are all food and beverage sector companies listed on the Indonesia Stock Exchange. The sample of 

this research is the companies listed on ISE from 2016 to 2020. The sample of this study was companies that meet the following 

criteria: 

 

1. Experiencing positive profit 

2. Having accounts payable to related parties 

 

Positive profit is used as the research sample because it is used to calculate Return on assets (ROA). In the analysis of financial 

statements, ROA, which is one of the profitability ratios, is the ratio that is most often highlighted, because it is able to show the 

company's success in generating profits. ROA is able to measure the company's ability to generate profits in the past and then 

projected in the future. The assets in question are all company assets obtained from own capital or from foreign capital which have 

been converted by the company into company assets which are used for the survival of the company. Horne and Wachowicz (2009) 

calculate ROA by using the formula of net income after tax is divided by total assets. 

 

𝑅𝑂𝐴 =  
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

 

Companies with large fixed asset ratios compared to large total assets will pay lower taxes than companies with smaller ratios. 

This is because in tax management, depreciation can reduce the tax burden. Fixed Asset Intensity is calculated by the following 

formula. 
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𝐹𝑖𝑥𝑒𝑑 𝐴𝑠𝑠𝑒𝑡 𝐼𝑛𝑡𝑒𝑛𝑠𝑖𝑡𝑦 =  
𝑃𝑟𝑜𝑝𝑒𝑟𝑡𝑦, 𝑝𝑙𝑎𝑛𝑡 𝑎𝑛𝑑 𝑒𝑞𝑢𝑖𝑝𝑚𝑒𝑛𝑡

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

 

Meanwhile, Accounts Payable to related parties is used to calculate transfer pricing used to obtain Related Party transactions. 

Related party transactions are transactions between companies that have a certain relationship. This relationship allows for 

manipulation of transaction prices outside the fair price. Nilasari & Setiawan (2019: 584) stated that unreasonable prices are in the 

spotlight of the Director General of Taxes because these prices are usually intended to avoid taxes, so that they can result in losses 

for related transfers, especially the government. Unreasonable prices are often referred to as Transfer Pricing ( Handayani & Arfan 

and Tobi, 2014). 

 

Related party transactions =
𝑇𝑟𝑎𝑑𝑒 𝑝𝑎𝑦𝑎𝑏𝑙𝑒𝑠 𝑟𝑒𝑙𝑎𝑡𝑒𝑑 𝑝𝑎𝑟𝑡𝑖𝑒𝑠

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡 
 

 

In this study, tax management was measured by the Effective Tax Rate. The effective tax rate (ETR) is the company's effective 

tax rate which can be calculated from income tax expense (current tax expense) which is then divided by profit before tax (Halperin 

and Sansing, 2005). Effective Tax Rate is often used as a reference for managers to measure the amount of tax that must be paid 

by the company. Effective Tax Rate shows the proportion or percentage of the company's tax burden on the company's profit 

before tax/accounting profit. 

 

𝐸𝑇𝑅 =  
𝐼𝑛𝑐𝑜𝑚𝑒 𝑡𝑎𝑥 𝑒𝑥𝑝𝑒𝑛𝑠𝑒

𝑃𝑟𝑒𝑡𝑎𝑥 𝐼𝑛𝑐𝑜𝑚𝑒
 

 

Leverage in this study was calculated as measured from total debt, both short term and long term with a total debt to equity ratio 

(DER) using the ratio of liabilities to total assets at the end of the year. 

 

𝐷𝐸𝑅 =  
𝑇𝑜𝑡𝑎𝑙 𝐷𝑒𝑏𝑡

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

 

This study used three independent variables, namely Return on assets (ROA), Fixed Asset Intensity, and transfer pricing, with one 

dependent variable, namely Effective Tax Rate (ETR). The data analysis of this research used multiple linear regression analysis. 

The regression formula is as follows. 

 

𝐸𝑇𝑅 =  𝑎 + 𝑏1𝑅𝑂𝐴 +  𝑏2𝐹𝐴𝐼 +  𝑏3𝑇𝑃 + 𝑏4𝑅𝑂𝐴𝐷𝐸𝑅 + 𝑏5𝐹𝐴𝐼𝐷𝐸𝑅 +  𝑏6𝑇𝑃𝐷𝐸𝑅 + 𝑒 
 

In which: 

 

𝐸𝑇𝑅  = Dependent variable (Effective Tax Rate) 

𝑎  = constant value 

𝑅𝑂𝐴  = Independent variable 1 (Return on assets) 

𝐹𝐴𝐼  = Independent variable 2 (Fixed Assets Intensity) 

𝑇𝑃   = Independent variable 3 (Transfer Pricing) 

𝑏1 − 𝑏3 = regression coefficient value 

𝑒  = error 

 

Multiple linear regression analysis aims to measure the intensity of the relationship between two or more variables and to estimate 

the value of the dependent variable on the independent variable. The data used for the independent variables is data that has been 

determined (controlled) by the researcher or is called secondary data. 

 

CONCLUSION AND SUGGESTION 

 

The results of research data processing using descriptive statistical test tools in table 1 show that the average value of the Effective 

Tax Rate variable is 0.238 with a minimum value of -0.051 and a maximum of 0.342. 
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Table 1. Descriptive Statistics 

Variables Minimum Maximum Mean Std. Deviation 

ROA 0.036 0.709 0.161 0.149 

FAI 0.059 0.758 0.352 0.197 

TP 0.000 0.098 0.011 0.017 

ETR -0.051 0.343 0.238 0.074 

ROADER 0.000 1.000 0.020 0.141 

FAIDER 0.010 2.075 0.357 0.376 

TPDER 0.000 0.027 0.008 0.008 

 

According to Lupiyoadi and Ikhsan (2015:134), the data normality test is used to determine whether the data is normally 

distributed or not. This can be seen from the significance value in the one-sample KS test. In table 2, the sig value is 0.388 which 

is greater than 0.05, so the data is normally distributed. 

 

Table 2. One-Sample Kolmogorov-Smirnov Test 

 

Asymp. Sig. (2-tailed) .388 

a. Test distribution is Normal. 

 

Data in multiple linear regression analysis must be free from heteroscedasticity symptoms. Heteroscedasticity means that the 

residual variation is not the same from one observation to another, so that the residual variation must be homoscedastic, that is, 

one observation with another observation is the same in order to provide a more accurate estimate. By looking at the pattern of the 

scatterplot diagram, if there is a certain pattern, such as dots that form a certain regular pattern (wavy, widen and then narrowed), 

heteroscedasticity occurs. On the other hand, if there is no clear pattern, such as the points spread above and below the number 0 

on the Y axis, then the regression model does not occur in heteroscedasticity. 

 

Image 1. Scatterplot Diagram 

 

 
 

Autocorrelation test is used to determine whether the regression model has a correlation or correlation between the time data and 

the previous time. Based on the results of the autocorrelation test, the Durbin Watson value (dW) was 1.923. So the dW value is 

between dU (1.6739) < dW (1.923) < 4-dU (4-1.6739 = 2.5794). It can be concluded that in this study there is no autocorrelation. 

 

Table 3. Autocorrelation Test 

 

Model Durbin-Watson 

1 1.923 

A good regression model is a regression model that is free from multicollinearity or there is no correlation between independent 

variables. To detect the presence or absence of multicollinearity in the regression model is to look at the values of tolerance and 

Variance Inflation Factor (VIF). If the tolerance value is greater than 0.1 and the VIF value is less than 10, it can be concluded that 

there is no multicollinearity between the independent variables in the regression model. 
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Table 4. Multicollinearity Test 

 

Model 
Collinearity Statistics 

Tolerance VIF 

1 (Constant)   

Return on assets .812 1.231 

Fixed Asset Intensity .564 1.772 

Transfer Pricing .468 2.135 

ROADER .791 1.264 

FAIDER .501 1.995 

TPDER .418 2.393 

 

The t test is used to determine the effect of each independent variable on the dependent variable by assuming the other variables 

are constant. In this study, the test was carried out by looking at the significance value of each independent variable. If the 

significance value is less than 0.05, then the hypothesis is accepted. Table 5 shows a significant value of Return on assets of 0.274, 

Fixed Asset Intensity of 0.916, Transfer Pricing of 0.140, ROADER of 0.606, FAIDER of 0.016 and TPDER of 0.171, which 

means H1, H2, H3, H4, H6, H7 are rejected, and H5 is accepted. 

 

Table 5. T test 

 

Model t Sig. 

1 (Constant) 9.870 .000 

Return on assets 1.109 .274 

Fixed Asset Intensity .106 .916 

Transfer Pricing -1.504 .140 

ROADER .519 .606 

FAIDER -2.507 .016 

TPDER 1.392 .171 

a. Dependent Variable: Effective Tax Rate 

 

 

CONCLUSIONS 

 

Return on assets (ROA) is a tool to measure the company's ability to generate profits. Return on assets is also used to determine 

the effectiveness of the company's management in managing its assets. The results showed that Return on assets had no effect on 

the Effective Tax Rate, with a significant value of 0.274>0.05. Therefore, the higher the profit earned by the company does not 

affect the rise and fall of the Effective Tax Rate. 

 

Companies that have high profits can cause the amount of income tax to be imposed on the company. This is because the company's 

income tax will be charged based on the amount of income received by the company. The results in this study are in line with 

research conducted by Putri (2016) and Imelia (2015) which state that there is no significant effect between Return on assets and 

the Effective Tax Rate. 

 

Fixed Assets are tangible assets acquired in ready-to-use or pre-built form, which are used for company operations, are not intended 

to be sold in the course of the company's normal activities and have a useful life of more than one year. The results of this study 

indicate that Fixed Asset Intensity has no effect on the Effective Tax Rate, with a significant value of 0.916> 0.05. Hence, the 

higher the assets owned by the company, it does not affect the rise and fall of the Effective Tax Rate. The intensity of the company's 

fixed assets describes the company's investment in the company's fixed assets. In fixed assets, there is indeed an inherent 

depreciation expense and can reduce the amount of profit before tax. However, when the fixed assets expire, the recognition as 

fixed assets is not discontinued and it still affects the tax burden that must be paid by the company. Companies that are committed 

to investing in an asset must have gone through careful calculations including the tax burden to be borne, so that the company is 

ready to accept the consequences of paying taxes according to existing assets. The higher the Effective Tax Rate, the worse the tax 

management carried out by the company. The results in this study are in line with research conducted by Steven (2018) and Henny 

(2016) which states that there is no significant effect between Fixed Asset Intensity and Effective Tax Rate. 

 

Transfer Pricing is one of the methods used to reduce tax payments. Transfer Pricing is carried out with companies that have special 

relationships. This is done by the company to reduce the nominal profit of the company so that it is expected to reduce the taxes 

that must be paid. The results of this study indicate that Transfer Pricing has no effect on the Effective Tax Rate, with a significant 

value of 0.140> 0.05. Therefore, regardless of the amount of profit made by Transfer Pricing, it does not affect the rise and fall of 

the Effective Tax Rate. 



International Journal of Business, Economics and Law, Vol. 26, Issue 1 (April)                                                                                              

ISSN 2289-1552 2022 
 

 

341 

The existence of Transfer Pricing causes an increase in the tax burden that must be paid by the company. Transfer pricing is carried 

out by the company by differentiating the price charged to end users with the price to company relations. This has a negative impact 

on state revenues from the tax sector and does not affect tax management, because the tax burden has also been charged to the 

price charged to customers/company relations and the company concerned pays it to the state in accordance with applicable laws 

and regulations. The results in this study are in line with research conducted by Nilasari & Setiawan (2019) which states that there 

is no significant effect between Transfer Pricing and the Effective Tax Rate. 

 

The results of this study indicate that leverage cannot moderate the effect of related debt transactions on the effective tax rate. The 

results of this study contradict the results of research conducted by Putri (2016) which shows that leverage has a significant effect 

on effective tax rate. The direction of the negative coefficient indicates that there is a tendency that the greater the level of debt 

will reduce the effective tax rate, on the contrary, the smaller the level of debt will increase the effective tax rate. 

 

For company management (issuers), it is still necessary to improve the effectiveness and efficiency of the company such as 

minimizing costs properly which can increase company profits and ultimately reduce the Effective Tax Rate so that tax 

management becomes better. For investors, it is advisable to pay attention to companies that have good tax management but do 

not violate the applicable tax laws and regulations. 
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