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ABSTRACT  

 

This research aimed to analyze company size and leverage that affect tax avoidance using profitability as intervening variable at 

mining company listed in Indonesia Stock Exchange period 2016-2018. Indonesia is a country that has tax regulations where the 

state imposes the authority and obligations on taxpayers in calculating, paying and reporting taxable income by implementing a 

self-assessment system. The application of the self-assessment system in Indonesia is able to provide benefits for taxpayers to 

accumulate the smallest possible tax so that the tax costs charged are minimal. The revenue from the tax sector that should be 

received by the State from year to year is not as big as the payments made by taxpayers. One of the reasons for this to happen is 

because taxpayers try not to fulfill their tax obligations to the minimum by carrying out tax avoidance practices. This shows that 

there are several variables that influence the taxpayer's actions to avoid taxes. Company size which is having large and stable 

profits will tend to encourage companies to do tax avoidance. The larger the size of the company, the easier it will be for the 

company to obtain both internal and external sources of funding. With the existence of large resources, the company can increase 

market share and increase profits and do tax avoidance practice. Debt financing has an impact on the company because debt has 

a fixed burden. The company's failure to pay interest on debt can cause financial difficulties that lead to the bankruptcy of the 

company. The greater the debt the company has, the lower the company's profits. The total population of this research is 49 

companies. The sampling method used in this research is purposive sampling method and there are 21 companies collected as the 

sample of this research. The data used are secondary data in the form of company financial statements obtained form the IDX 

website. This type of research is quantitative reseacrh with a descriptive approach. Research method used in this research is 

Structural Equation Modeling (SEM) with smartpls and path analysis. 
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INTRODUCTION 

 

Indonesia is a country that has tax regulations where the state imposes the authority and obligations on taxpayers in 

calculating, paying and reporting taxable income by implementing a self-assessment system. The application of the self-assessment 

system in Indonesia is able to provide benefits for taxpayers to accumulate the smallest possible tax so that the tax costs charged 

are minimal. The phenomenon that occurs in the tax collection system in Indonesia proves that income through taxes is actually 

quite large. This tax revenue is then functioned to encourage growth and development in Indonesia so that it must be functioned 

properly by the government. But on the other side, taxpayers think tax is a cost that can minimize profits. Indonesia is a key player 

in the global coal mining industry arena. For decades, the coal industry has always been recognized by the state because of its large 

contribution to the national economy. In fact, when the 2008 global economic crisis hit, thanks to the contribution of the coal 

industry, Indonesia's economic conditions were still growing. This position makes coal mining industry players relatively 

inadequate, so that immoral practices often occur in the form of tax avoidance. Coal is the most excellent source of energy. 

Currently, almost 40% of the world's electricity generation comes from coal (Katadata.co.id, 2019).  

In order to save tax, the company justifies all means by utilizing grey areas or gaps in tax regulations in order to minimize 

the amount of tax to be paid. The company's strategy to save on tax payments is known as tax avoidance. Tax avoidance has 

complex and unique problems because on the one hand tax avoidance is allowed, but on the other hand tax avoidance is undesirable. 

Optimization of tax collection in Indonesia is still hampered by various problems so that the optimization of tax collection continues 

to decline. On the other side, the optimization of tax collection (tax buoyancy), which shows the effectiveness of the Indonesian 

Directorate General of Taxes in keeping pace with the pace in supporting economic growth continues to decline. Not to mention 

the fraud committed by taxpayers.  

Tax avoidance can traditionally be defined as an activity to transfer welfare from the state to shareholder. Tax avoidance is 

supported by the development of information technology and the more openness of a country's economy will provide opportunities 

for companies to develop their businesses. Tax avoidance was associated with legal acts, with an intention to save taxes, with 

cleverness, and was considered a good idea and also associated with taxes as costs (Ngadiman & Christiany, 2014). Tax avoidance 

practices have occurred in many developing countries such as Indonesia. Tax avoidance is done by many companies because tax 

avoidance is a way to reduce tax, but still comply with the provisions of taxation regulations such as taking advantage of exclusions 

and allowable deductions or postponing taxes that have not been regulated in the applicable tax regulations and usually through 

policies taken by company leaders 

To find out the amount of tax revenue in Indonesia during the last 8 years, it can be seen in the following table.  
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Table 1 : indonesia tax revenues for 8 years (2012-2019) 

 

Year Tax Target (Trilion) Tax Revenue (Trilion) 

2012 1.332.322,90 980.518,10 

2013 1.432.058,60 1.077.306,70 

2014 1.545.456,30 1.146.865,80 

2015 1.496.047,33 1.240.418,86 

2016 1.784.249,90 1.539.116,20 

2017 1.450.900,00 1.343.529,80 

Year Tax Target (Trilion) Tax Revenue (Trilion) 

2018 1.424.000,00 1.136.669,80 

2019 1.577.600,00 1.332.183,90 

 Access from: Kemenkeu, 2020. 

 

Based on the table above, it can be seen that the revenue from the tax sector that should be received by the State from year to 

year is not as big as the payments made by taxpayers. One of the reasons for this to happen is because taxpayers try not to fulfill 

their tax obligations to the minimum by carrying out tax avoidance practices. The level of compliance of taxpayers in Indonesia is 

still low when seen from the gap in tax revenue targets and realization of tax revenues. This shows that there are several variables 

that influence the taxpayer's actions to avoid taxes. Several previous studies on tax avoidance, show that the factors that influence 

tax avoidance include company size, leverage, and profitability. Where in this study the researcher will use company size and 

leverage as independent variables, and profitability as an intervening variable that mediates company size and leverage on tax 

avoidance. 

The problems that can be identified include tax revenue that always misses the target set in the APBN, the number of 

companies that do tax evasion so that the tax received by the state is getting smaller, the main goal of the company is to get a profit, 

so sometimes companies try to reduce or manipulate profits to make it look small in order to reduce the tax burden that must be 

paid, tax avoidance can be done by legal means (tax planning) and illegal means (tax evasion), the number of companies that take 

advantage of the weaknesses of tax assessment so as to avoid taxes by making transactions that are not subject to tax. 

 

LITERATUR REVIEW 

 

Tax Avoidance 

Tax Avoidance is an effort to streamline the tax burden by avoiding taxation by directing it to transactions that are not tax 

objects. Tax Avoidance is a tax avoidance strategy and technique that is carried out legally and safely for taxpayers because it does 

not conflict with taxation provisions. The methods and techniques used are to take advantage of the gray area contained in the tax 

laws and regulations themselves. Tax avoidance is the same effort by exploiting the loopholes contained in the taxation law, 

because tax officials cannot take any action. Measurement of tax avoidance with the ETR (Effective Tax Rate) ratio is very good 

because it is able to assess the effectiveness of tax reduction strategies and lead to high after-tax profits. It can also be concluded 

that a low ETR value indicates a high level of tax avoidance and vice versa, a high ETR value indicates a low level of tax avoidance 

at the company (Suandy, 2016). 

 

Company Size 

Company size is a description of the size of a company. In general, company size can be divided into 3 categories, namely: 

large companies (net worth above 10 billion), medium companies (net worth 500 million to 10 billion) and small companies (net 

worth 50 million to 500 million) (UURI, 2016). Large-scale companies are generally easier to obtain debt than from small 

companies because it is related to the level of creditor confidence in large companies. The larger size of a company, the greater the 

tendency to use foreign capital. It is estimated that a larger company is better able to face a crisis in running its business. This is 

because the size of a large company has many advantages, including easier access to the capital market, options for obtaining 

funding from various forms of debt, and planning a more mature financial structure due to the presence of specialized staff and a 

good financial management system, which in turn able to make the company to get a bigger profit. 

Company size can be determined based on total sales, total assets, and average sales levels. The larger the size of the company, 

the easier it will be for the company to obtain both internal and external sources of funding. With the existence of large resources, 

the company can increase market share and increase profits. Large and stable profits will tend to encourage companies to practice 

tax avoidance. This is supported by research that shows company size has a significant positive effect on profitability (Irianto, 

Sudibyo, & Wafirki, December 2017). But other research states that company size has no significant effect on profitability (Putra 

& Badjra, 2015). Therefore, the hypothesis is: 

H1: Company size affects profitability 

Companies are taxpayers, so the size of the company is considered capable of influencing the way a company fulfills its tax 

obligations and is a factor that can cause tax avoidance. Large company sizes tend to consider the tax burden to be paid, so that the 

company will take advantage of the large costs so that it can be used as a deduction for corporate taxable income. This is supported 

by research that shows the effect of company size on tax avoidance. Therefore, the Hypothesis is: 

H2: Company size affects tax avoidance 

The larger the size of a company, the more stable conditions it tends to be in carrying out its operating activities, which causes 

the company's profits to be bigger and the transactions carried out will be more complex. This allows companies to exploit 

loopholes for tax evasion. Research related to company size shows that company size has a significant positive effect on tax 

avoidance (Irianto, Sudibyo, & Wafirki, December 2017). Meanwhile, other related research shows that company size has no 

significant effect on tax avoidance (Titisari & Mahanani, 2017). Therefore, the hypothesis is: 

H3: Company size affects tax avoidance through profitability. 
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Profitability 

Profitability is the ratio to assess the company's ability to seek profits and provides an overview of how effectively the 

company operates so that it provides benefits for the company. This ratio is a measure of whether the owner or shareholder can get 

an appropriate return on their investment. Profitability is also the company's ability to obtain profits related to total assets, sales, 

and own capital, this profitability analysis is very important for long-term investors because the analysis of shareholder profitability 

will see how much profit will be obtained in the form of dividends. In this study, the profitability ratio is proxied by (Return on 

Equity). Return On Equity or ROE is a ratio that is useful for generating profits for investors (Kasmir, 2012). 

Profitability is a ratio to assess the company's ability to seek profit. The choice of profitability as an intervening variable is 

because in general, the higher the profitability, the higher the tax generated by the company, so that the tendency to avoid tax by 

the company will increase. Previous research has shown that profitability has a positive effect on tax avoidance (Dewinta & 

Setiawan, 2016). Meanwhile, several other studies show that profitability has no effect on tax avoidance (Irianto, Sudibyo, & 

Wafirki, December 2017). Company profitability is closely related to tax avoidance because the greater the level of profitability, 

the amount of income tax will increase so that the tendency of tax avoidance by the company will increase. Therefore, the 

hypothesis is: 

H4: Profitability affects tax avoidance 

 

Leverage 

Leverage is the level of debt that the company uses in making financing. One of the advantages of debt is the nature of interest 

which can reduce taxes. Because interest is a tax deduction, the profit available to equity holders is greater and unpaid interest can 

lead to bankruptcy, in contrast to dividends that do not lead to bankruptcy (Wijaya, 2017). Leverage, which is proxied by DER 

(Debt To Equity Ratio), assesses how much the company's equity is financed by debt and how much influence the company's debt 

has on equity management. It can also be concluded that the DER ratio is compared to industry standards, if the lower the better 

for the company, and conversely, a high DER ratio indicates that the company is heading towards extreme leverage (Subramanyam 

& Wild, 2010). 

Leverage shows the use of debt to finance investment or how much the company is financed with debt. Companies that 

receive cash flow from creditors will be more able to develop their business than companies that only use their own capital. 

Indirectly, the company's profitability will increase, which in turn will have an impact on the tax generated by the company. Debt 

financing has an impact on the company because debt has a fixed burden. The company's failure to pay interest on debt can cause 

financial difficulties that lead to the bankruptcy of the company. The greater the debt the company has, the lower the company's 

profits. This is supported by research that shows that leverage has a significant positive effect on profitability (Kartikasari & 

Merianti, 2016). Meanwhile, other research shows that leverage has no significant effect on profitability (Wulandari & Maqsudi, 

2019). Therefore, the hypothesis is: 

H5: Leverage affects profitability 

Companies that have a high level of leverage will usually try to avoid paying a lot of taxes because the company considers 

that there are still debts to creditors that must be repaid and the tax figures are not proportional to the profits obtained through debt 

that still must be paid. The use of debt can result in an increase in the interest expense that must be paid and can be used as a 

deduction in the calculation of profit before tax. This causes the tax burden to be paid by the company to be less so that the company 

is less likely to do tax avoidance. This is supported by research that shows leverage has a significant positive effect on tax avoidance 

(Melisa & Tandean, 2014). However, there are also those who state that leverage has no significant effect on tax avoidance (Irianto, 

Sudibyo, & Wafirki, December 2017). Therefore, the hypothesis is: 

H6: Leverage affects tax avoidance 

The high level of corporate debt causes large interest costs and requires a lot of funds for interest payments and causes 

disruption of funds needed for operating activities. Therefore, the profits earned by the company will also decrease and the tax 

burden will also decrease. This tends to encourage companies to do tax avoidance. Therefore, the Hypothesis is: 

H7: Leverage affects tax avoidance through profitability. 

 

DESIGN OF THE RESEARCH 

 

 

 

 

 

 

 

 

 

Figure 1 : Research Framework 

 

 

RESEARCH METHOD 

 

The sampling technique used is purposive sampling, which is not random sample selection whose information is obtained 

using certain considerations and is generally adjusted to the research problem and research objectives.  

 

 

 

 

Company Size (X1) 

Leverage (X2) 

Profitability (Y1) Tax Avoidance (Y2) 



International Journal of Business, Economics and Law, Vol. 24, Issue 2 (April)                                                                                              

ISSN 2289-1552 2021 
 

 

135 

Table 2 : sampling criteria 

 

Sampling Criteria Number of Company 

Research population : Mining company listed in Indonesia Stock Exchange 

period 2016-2018  

49 

Criteria :  

1. Mining company not continiously listed in Indonesia Stock Exchange 

period 2016-2018 (6) 

2. Mining company not consistenly get profit each year listed in Indonesia 

Stock Exchange period 2016-2018 (22) 

Number of sample 21 

Number of observation = 3 x 21 63 

 Source: Author, 2021 

 

Table 3: the operational definition variables 

 

Variable Variable Defenition Variable Indicator 

 

Company Size 

(X1) 

The size of the company as measured by the company's 

total assets / debt (Keown, Scott, Martin, & Petty, 2010). 

 

Company Size = Ln (Total Aset) 

Leverage (X2) 

The ratio to measure the composition of long-term debt 

compared to the company's total assets. In this study, the 

ratio of Debt to Equity Ratio was used (Wijaya, 2017). 

Debt to Equity Ratio = 

 
Total Liabilities

Total Shareholder′s Equity
 

 

Profitability (Y1) 
The company's ability to obtain profits related to total 

assets, sales, and own capital. In this study using Return 

On Equity (Wijaya, 2017). 

Return On Equity = 
Profit After Tax

 Total Liabilities
 

Tax Avoidance 

(Y2) 

Using the Effective Tax Ratio, which is the tax burden on 

the income statement divided by the profit before tax which 

can describe tax avoidance activities by the company 

because it can reflect a fixed difference between the 

calculation of book profit and taxable profit (Suandy, 

2016). 

 

Tax Avoidance = 

 
𝑇𝑎𝑥 𝐸𝑥𝑝𝑒𝑛𝑠𝑒

𝑃𝑟𝑒 𝑇𝑎𝑥 𝐼𝑛𝑐𝑜𝑚𝑒
x100% 

Source: Author, 2021 

  

 The research data was tested using Partial Least Square (Smart PLS 3.0). Partial Least Square is a powerful analysis 

method and is often called soft modeling because it eliminates OLS (Ordinary Least Square) regression assumptions, such as data 

must be normally distributed in a multivariate manner and is absent. multicollinearity problem between ex-gene variables (X). 

Basically, PLS is used to test weak theories and weak data, such as small sample sizes or data normality problems (Ghozali & 

Latan, 2015).  

 Data analysis using PLS regarding the measurement/outer model and structural inner model. The measurement model 

shows how the manifest (indicator) or observed variable represents the latent variable to be measured. Measurement model consists 

of 2 stages which is validity and reliability. There are two validity test which is convergent validity and discriminant validity. The 

structural model (inner model) shows the strength of the estimation between latent variables or constructs. In this study, to perform 

a structural model, several steps were carried out, namely: R- Squares and T-Statistic (Bootstrapping). 

  

DATA ANALYSIS AND DISCUSSION 

 

Mining companies are companies that carry out production activities by means of general investigations, exploration, 

feasibility studies, construction, mining, management and refining, transportation and sales, and post mining. Mining companies 

are a contributor to foreign exchange for Indonesia. Mining companies in Indonesia are divided into five sectors, namely coal 

mining, oil and gas mining, metal and mineral mining, and rock mining. Indonesia is one of the countries with high mineral and 

mining potential because it is located in the area of the geological phenomenon "ring of fire", which is an indicator for the presence 

of mineral deposits, particularly hydrothermal deposits. Indonesia is the fifth largest coal producer in the world, besides that 

Indonesia is the second largest exporter in the world after Australia. The mining industry is a large industry and has the potential 

for high economic value. So that the government then provides a mining tax which is quite large so that every player in this industry 

can do business well without having to legally intersect each other. 
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Table 4 : descriptive statistics 

 

Variable N Min Max Mean Median Std Dev 

X1 (Ln Total Aset) 63 18.408 31.137 22.874 20.864 4.280 

X2 (DER) 63 0.161 5.976 1.051 0.694 1.069 

Y (ETR) 63 0.166 0.988 0.363 0.313 0.158 

Z (ROE) 63 0.002 0.773 0.171 0.111 0.164 

 

From the output table above shows the value of N or the amount of data to be studied is 63 samples. Ln Total Assets as a 

proxy for company size has a mean or average value of 22,874, which means that the average total asset value is 22,874 with a 

maximum value of 31,137 and a minimum value of 18.408 with a standard deviation of 4,280. 

DER as a proxy for leverage has a mean or average value of 1.051, which means that the average DER value is 1.051 with a 

maximum value of 5.976 and a minimum value of 0.161 with a standard deviation of 1.069. 

ETR as a proxy for tax avoidance has a mean or average of 0.363, which means that the average ETR value is 0.363 with a 

maximum value of 0.988 and a minimum value of 0.166 with a standard deviation of 0.158. 

ROE as a proxy for profitability has a mean or average of 0.171, which means that the average ROE value is 0.171 with a 

maximum value of 0.773 and a minimum value of 0.002 with a standard deviation of 0.164. 

 

Outer Model (Measurement Model) 

 

Validity Test – Convergent Validity 

 Convergent validity test for reflexive indicators can be seen from the loading factor for each construct indicator. The rule of 

thumb that is usually used to assess convergent validity is that the loading factor value must be more than 0.7 for confirmatory 

research, and the loading factor value is between 0.6 - 0.7 for exploratory research. 

 

Table 5 : result outer loading 

 

 Ln Aset DER ETR ROE 

Ln Aset 1.000    
DER  1.000   
ETR   1.000  
ROE    1.000 

   Source: Data processed with SmartPLS, 2020 

  

Based on table above, all loading factors in first-order are > 0.7. The conclusion is that the measurement has met the requirements 

of convergent validity. 

 

Validity Test – Discriminant Validity 

 An indicator is declared valid if it has the highest loading factor for the intended variable compared to the loading factor for 

other variables. Thus, latent contacts predict indicators on their block better than indicators on other blocks. 

 

Table 6 : discriminant validity (cross loading) 

 

 Ln Aset DER ETR ROE 

Ln Aset 1.000 -0.019 0.020 -0.305 

DER -0.019 1.000 0.204 0.000 

ETR 0.020 0.204 1.000 -0.497 

ROE -0.305 0.000 -0.497 1.000 

   Source: Data processed with SmartPLS, 2020 

  

Based on table above, all latent contacts predict indicators on their block better than indicators on other blocks. The conclusion is 

that the measurement has met the requirements of discriminant validity. 

 Another method to see discriminant validity is to look at the square root of average variance extracted (AVE) value. The 

AVE (Average Variance Extracted) value must be more than 0.5. 

 

Table 7 : discriminant validity [Average Variance Extracted (AVE)] 

 AVE 

Ln Total Aset 1.000 

DER 1.000 

ETR 1.000 

ROE 1.000 

   Source: Data processed with SmartPLS, 2020 
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 Based on table above, all AVE are > 0.5. The conclusion is that the measurement has met the requirements of discriminant 

validity. 

 

Reliability Test – Composite Reliability & Cronbachs Alpha 

 Reliability test is done by looking at the composite reliability value of the indicator block that measures the construct. 

The value of composite reliability & cronbachs alpha must above 0.7. 

 

Table 8 : composite reliability & cronbachs alpha 

 

 Composite Reliability Cronbachs Alpha 

Ln Total Aset 1.000 1.000 

DER 1.000 1.000 

ETR 1.000 1.000 

ROE 1.000 1.000 

 Source: Data processed with SmartPLS, 2020 

  

Table 8 above shows that the value of composite reliability and cronbachs alpha has values of > 0.70. The conclusion is satisfied 

the reliability requirements 

  

Inner Model Evaluation(Structural Model) 

 

We can first start by looking at the R-Squares for each exdogenous latent variable (X) as the predictive strength of the structural 

model. Changes in the value of R-Squares can be used to explain the effect of certain exdogenous latent variables (X) on whether 

the latent (dependent) variable has a substantive effect. The R-Squares values of 0.75, 0.50, and 0.25 can be concluded that the 

model is strong, moderate, and weak.  

 

Coefficient Determination / R square 

 

Table 9 : R Square (R2) 

 

Variable R Square R Square (R2) 

ETR 0.306 0.271 

ROE 0.093 0.063 

 Source: Data processed with SmartPLS, 2020 

 

1. Tax Avoidance 

The R-Square value of tax avoidance variable is 0.271, this shows that company size (X1), leverage (X2) and profitability 

(Z) can explain tax avoidance (Y) for the remaining 27.1% or 72.9% explained by the variable others who were not examined in 

this study. 

2. Profitability 

The R-Square value of the profitability variable is 0.063, this shows that the size of the company (X1), leverage (X2) and tax 

avoidance (Y) can explain the profitability (Z) of the remaining 6.3% or 93.7% explained by other variables. which were not 

examined in this study 

 

 The next stage of evaluating the inner model is to see the significance value to determine the effect between variables through 

the resampling bootstrapping method. The significant values used were the t-value 1.65 (significance level 10%), 1.96 (significance 

level = 5%), and 2.58 (significance level = 1%) (Ghozali & Latan, 2015). In this research we are using significance level =5% so 

the t-value is 1,96. 
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Figure 2 : research results framework 

    
Table 10 : hypothesis test results 

 

Ha Variable Relations 
Original 

Sample (O) 

Sample 

Mean (M) 

Standard 

Deviation 

(STDEV) 

T Stastistics 

(|O/STDEV|) 
P-Value 

H1 Ln Total Aset (X1) -

> ETR (Y) 

-0.141 -0.139 -0.126 1.111 0.267 

H2 DER (X2) -> ETR 

(Y) 

0.202 0.201 0.102 1.986 0.048 

H3 ROE (Z) -> ETR (Y) -0.539 -0.545 0.056 9.688 0.000 

H4 Ln Total Aset (X1) -

> ROE (Z) 

-0.305 -0.305 0.095 3.318 0.001 

H5 DER (X2) -> ROE 

(Z) 

-0.006 -0.012 0.094 0.060 0.952 

Source: Data processed with SmartPLS, 2020 

 

From the table, can be seen that the P-Values between the effect of DER on ETR 0.048 is smaller than 0.05, which means 

that it has a significant positive effect, while Ln Total Assets on ROE (0.001) and ROE against ETR (0.000) is smaller than 0.05 

which means that it has a significant effect but the direction of the influence is negative. Meanwhile, the effect of DER on ROE 

and LN, total assets on ETR is bigger than 0.05, which means it has no significant effect. 

 

Table 11 : indirect effect 

  
Original Sampel (O) T-Statistics P-Value 

(X1) → Y 0.165 3.113 0.002 

(X2) → Y 0.003 0.062 0.950 

  Source: Data processed with SmartPLS 2020 

 

From the table above, can be seen that the P-Value of X1 to Y (Ln total assets - ETR) is smaller than 0.05 and the T-Statistics 

value is greater than 1.96, which means that the ROE mediating variable is able to mediate between size variables. companies 

against tax avoidance. Meanwhile, the P-Value X2 to Y (DER - ETR) is bigger than 0.05 and the T-Statistics value is smaller than 

1.96 which means that the mediating variable ROE is unable to mediate between the DER variable and tax avoidance. 

The first hypothesis (H1) states that the path coefficient test results between company size and tax avoidance have a parameter 

coefficient of -0.141 with a significant T-Statistics value of 1.126 <1.96 and P-Value value of 0.267> 0.05. This shows that 

company size has no significant effect on tax avoidance. The size of the large company is not the benchmark for the company 

to practice tax avoidance. This is because tax avoidance is not based on the size of a company. Tax avoidance will occur as long 

as there are gaps in taxation regulations, so that both large and small companies have the potential for tax avoidance. 

The second hypothesis (h2) states that the path coefficient test results between leverage and tax avoidance have a parameter 

coefficient of 0.202 with a significant T-Statistics value of 1.986> 1.96 and P-value of 0.048 <0.05. This shows that leverage has 

a significant positive effect on tax avoidance. In article 6 paragraph (1) a of Law Number 17 of 2000 which states that interest 

costs can be an element of deduction from taxable income. This is where the possibility of using a loan by a company that causes 

an increase in debt burden and debt burden will result in an interest expense that reduces profit income, thereby reducing the tax 

burden paid, so that's when tax avoidance is identified. 

The third hypothesis (H3) states that the results of the path coefficient test between profitability and tax avoidance have a 

parameter coefficient of -0.539 with a significance value of T-Statistics 9.688> 1.96 and P-Value value of 0.000 <0.05. This shows 
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that profitability has a significant negative effect on tax avoidance. Where the mining business is one type of business that has 

become one of the prima donna of Indonesia so that there is tight supervision which makes it difficult for mining companies to do 

tax evasion. In addition, the selling prices of several mineral and coal commodities are at an unfavorable level so that the 

profitability generated by mining companies is slightly depressed. 

The fourth hypothesis (H4) states that the results of the path coefficient test between company size and profitability have a 

parameter coefficient of -0.305 with a significance value of T-Statistics 3.218> 1.96 and P-Value value of 0.001 <0.05. This shows 

that company size has a significant negative effect on profitability. One of the measurements of large companies is through 

total assets. Companies with a large category will have a large asset value, but a large total asset will not necessarily result in large 

profitability. One of the problems that occurs is that the company has not maximized the large amount of assets. This is one of the 

causes of the insignificant effect of company size on profitability. 

The fifth hypothesis (H5) states that the results of the path coefficient test between leverage and profitability have a parameter 

coefficient of -0.006 with a significant T-Statistics value of 0.060 <1.96 and P-value of 0.952> 0.05. This shows that leverage 

does not have a significant effect on profitability. This insignificant effect is caused by the fact that the company does not use 

its debt efficiently and effectively in financing the company's assets, so that the company's operational activities cannot be 

maximized and cause the opportunity to generate large profits is getting smaller. In addition, the interest expense on bank loans, 

which is quite large and not fixed, causes the company's operating expenses to be high. 

The sixth hypothesis (H6) states that the results of the hypothesis test show that the path coefficients between company 

measurements and profitability have a parameter coefficient of 0.165 with a significance value of T-Statistics 3.041> 1.96 and P-

Value value of 0.002 <0.05. This shows that profitability is able to mediate the effect of company size on tax avoidance. The 

results of this study indicate that profitability is able to mediate the effect of company size on tax avoidance because the larger the 

company, the greater the company's assets and automatically the resulting profitability is also greater. Therefore the company will 

look for loopholes to minimize the tax burden, for example: the company will buy assets such as machines or other fixed assets 

which will generate maintenance costs and depreciation costs which will then be charged to profit and loss, thereby reducing 

company profits and automatically paying taxes. will also be smaller. 

The seventh hypothesis (H7) states that the results of the hypothesis test show that the path coefficients between company 

measures and profitability have a parameter coefficient of 0.003 with a significance value of T-Statistics 0.058 <1.96 and P-Value 

value of 0.954> 0.05. This shows that profitability is unable to mediate the effect of leverage on tax avoidance. The results of 

this study indicate that profitability is not able to mediate the effect of leverage on tax avoidance because companies with high 

levels of debt can take advantage of the loan funds obtained to increase operating activities, but companies must consider the 

benefits of loan funds to increase company profitability. Companies with a high level of leverage also result in high interest 

expenses resulting from loans, so that the large fees that must be paid can reduce the company's profitability. 

 

CONCLUSION 

  

Company size has no significant effect on tax avoidance on mining companies on the Indonesia Stock Exchange for the 

period 2016-2018. Leverage has a significant positive effect on tax avoidance at mining companies on the Indonesia Stock 

Exchange for the period 2016-2018. Profitability has a significant negative effect on tax avoidance at mining companies on the 

Indonesia Stock Exchange for the period 2016-2018. Company size has a significant negative effect on profitability in mining 

companies on the Indonesia Stock Exchange for the period 2016-2018. Leverage does not have a significant effect on profitability 

in mining companies on the Indonesia Stock Exchange for the period 2016-2018. Profitability is able to mediate the effect of 

company size on tax avoidance on mining companies on the Indonesia Stock Exchange for the period 2016-2018. Profitability is 

not able to mediate the effect of leverage on tax avoidance on mining companies on the Indonesia Stock Exchange for the 2016-

2018 period. 

Profitability, which has a negative effect on tax avoidance, is due to the level of tight supervision in the mining sector which 

makes it difficult for this sector to have loopholes in tax avoidance. In addition, the mining sector database is integrated from the 

Ministry of Justice to the Ministry of Energy and Mineral Resources, which aims to organize the mining industry in the mining 

sector to make a better contribution (Media Indonesia). 

The size of the company has a negative effect on profitability due to the instability of commodity prices, which makes the 

profitability of the mining industry increasingly depressed, so that even though mining companies are generally categorized as 

large companies, it does not mean that they will always generate large turnover. 

 

LIMITATIONS 

 

This study measures tax avoidance using the Effective Tax Rate which only measures the amount of the company's tax burden 

on the income statement. The next researcher is expected to change the tax avoidance proxies with other measures, for example 

using the Book Tax Differences which is considered more accurate in describing the difference between accounting profit and 

taxable profit. The difference between accounting profit and reported profit in taxation by a company generally shows the 

difference in the objectives the company wants to achieve in increasing its profitability.  
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