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Abstract 

Tax avoidance is a strategy or technique carried out by taxpayers for do the tax avoidance safely and legally with 
methods and techniques using grey area contained in the Taxation Law regulations with the aim of minimizing taxes 
paid by companies that can increase company’s income. Although tax avoidance is legal, it can harm the government 
because tax revenue will not be optimal. The purpose of this study was to determine the effect of both the simultaneous 
and partial influence of the Executive Characters, Leverage, and Managerial Ownership on Tax Avoidance in 
manufacturing companies sector listed on the Indonesia Stock Exchange in 2018-2020. The population used in this 
study are manufacturing companies sector listed on the Indonesia Stock Exchange in 2018-2020. The sampling 
technique used is purposive sampling to obtain the number of samples used in the study as many as 20 companies 
therefore the total are 60 samples for three years. The data analysis method in this study uses panel data regression 
analysis techniques using software EViews 12. The results of this study indicate that executive characters, leverage, 
and managerial ownership simultaneously affect tax avoidance on manufacturing companies sector listed on the 
Indonesia Stock Exchange 2018-2020. Partially, the executive characters have a positive influence on tax avoidance, 
while leverage and managerial ownership have no influence on tax avoidance on manufacturing companies sector 
listed on the Indonesia Stock Exchange 2018-2020. 
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1. Introduction
According to Law no. 16 of 2009, enforced in accordance with law, and taxes are mandatory contributions to the state 
that are owed by individuals and the state is not directly applied for needs of the state to prosper its people. Tax 
payments are a form of obligation as well as a form of participation of state taxpayers in following state tax obligations 
and state development. Based on the State Revenue and Expenditure Budget (APBN) the tax sector is the largest 
source of revenue, reaching 85.65%, the rest comes from non-tax revenues and grants. The role of taxes is very big 
for the state; therefore, the government is trying to increase revenue from the tax sector. However, there are problems 
in the management of tax revenues, one of which is tax avoidance activities carried out by individual or corporate 
taxpayers. Manufacturing companies are the largest contributor to Gross Domestic Product (GDP) so that if many 
manufacturing companies carry out tax avoidance activities, it will greatly affect the country's economic growth. Tax 
avoidance is a strategy or technique carried out by taxpayers to avoid tax safely and legally by using methods and 
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techniques to take advantage of gaps or weaknesses contained in the Taxation Law with the aim of minimizing the tax 
burden paid by companies which can increase company income. The Tax Justice Network agency reported that PT 
Bentoel Internasional Ivetama, which is a tobacco company owned by British American Tobacco (BAT) has evaded 
taxes which caused the country to suffer a loss of US$ 14 million per year. RMBA carries out tax avoidance activities 
by means of transferring income. RMBA makes loans originating from Pathway 4 (Jersey) through a company located 
in the Netherlands (Rothmans Far East BV) with the aim of avoiding tax deductions for interest payments. Because 
there is an agreement between Indonesia and the Netherlands, the tax becomes 0% while in reality Indonesia applies 
a tax rate of 20%. Although subsequently the Indonesia-Dutch agreement was revised which allowed Indonesia to 
impose a 5% tax. The regulation only took effect in October 2017 which means that the RMBA has completed the 
debt interest payment transaction 
 
In 2020 tax revenues decreased due to the Covid-19 pandemic which also had an impact on Indonesia's economic 
growth. But even though tax revenues have decreased significantly, taxes are still able to contribute to encouraging 
investment and supporting the business world. The following is a graph of the realization and target of tax revenue for 
2018-2020.  

 
Source: CNBC Indonesia, (data processed by the author) 

Figure 1. Target and Realization of Tax Revenue periode 2018-2020 
 

Based on Figure 1, it shows the results of the percentage of targets and realization of tax revenues for the period 2018 
to 2020 which the realization of tax revenues does not reach the target in every year. Factors that are assumed to 
influence the occurrence of tax avoidance activities are executive characters, leverage, and managerial ownership. 
Therefore, this study aims to determine the relationship between variables either simultaneously or partially. 
 
1.1 Objectives  
This study aims to determine the influence of executive characters, leverage, and managerial ownership on tax 
avoidance in manufacturing sector companies listed on the Indonesia Stock Exchange for the period 2018-2020 either 
simultaneously or partially.  
 
2. Literature Review  
 
2.1Tax Avoidance 
Tax avoidance is an effort to avoid taxes by exploiting weaknesses or gray areas and does not conflict with tax 
regulations contained in the Taxation Law regulations so as to minimize the amount of tax payable Pohan (2016:23). 
Tax avoidance may cause losses to the government because the government cannot optimize its tax revenues (Nengsih 
et al. 2018). In Indonesia the practice of tax avoidance is easy to do because taxpayers have the authority to calculate 
their own tax payable which must then be deposited to the government or called the self-assessment system (Anggreni 
and Febrianti 2019). In this study the measurement of tax avoidance will be measured using Cash Effective Tax Rate 
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(CETR). According to Pangestu and Asalam (2021) Cash Effective Tax Rate can directly calculate cash outflows used 
for tax payments so that it can describe the actual rate applicable to taxpayers' income. Based on Income Tax Article 
17, the income tax rate for the 2018-2019 period will be imposed at 25% while for the 2020 period it will be charged 
about 22%. So, if the company's CETR ratio for the 2018-2019 period does not reach 25% and in the 2020 period it 
does not reach 22%, the company is suspected of committing tax avoidance. 
 
2.2 Executive Characters 
According to Hidayat and Pratomo (2020) The character of the decision maker is divided into 2 characteristics as a 
risk taker who is generally more confident in making decisions than executives with a risk averse character who 
generally avoids a risk. Therefore, a CEO can influence tax avoidance decisions by setting the "tone at the top" related 
to corporate tax activities. The executive character can affect tax avoidance activities because the executive character 
is considered to be a company agent who has full responsibility for maximizing the utility of stakeholders with 
decisions taken by going through several future risk considerations (Pitaloka and Merkusiawati 2019). 
 
2.3 Leverage 
Leverage is a measuring tool to measure how much the company's ability to be financed by debt. According to 
Anggraeni and Kurnia (2021) the more debt used by the company, the more interest expenses incurred by the company, 
this can help reduce the company's pre-tax profit which will reduce the amount of taxes paid by the company in the 
future. In this study leverage is measured using the Debt to Asset Ratio (DAR). Because DAR has no anti-avoidance. 
DAR also can measure how much the company's assets are financed by total debt. The higher the DAR, the higher the 
company's indication of tax avoidance 
 
2.4 Managerial Ownership  
According to Setiawanet al. (2021) Managerial ownership is shares owned by commissioners, audit committees and 
management who play a role in company decision making. Ownership by management will help align goals between 
management and shareholders (Niandari et al. 2020). In other words, managerial ownership is shares owned by 
management and plays a role in decision making. Managerial ownership plays an important role because it can 
minimize differences in interests between shareholders and management. If a manager has ownership or shares in the 
company, the manager will tend to be careful in making decisions, because the decisions that will take will have an 
influence on the manager itself, therefore the manager will try to make the best decisions for the welfare of the 
company (Noorica and Asalam 2021). 
 
3. Methods 
This study uses quantitative methods. The analytical method used is panel data regression analysis. The hypothesis in 
this study was tested using EViews 12 software. The population in this study were manufacturing sector companies 
listed on the Indonesia Stock Exchange (IDX) for the period 2018 to 2020. All data were collected from financial 
reports and company annual reports accessed on the Indonesia Stock Exchange website (IDX) or the company's 
website. This study uses purposive sampling, which is a sampling method with considered criteria. This study uses 
several criteria, namely: (1) manufacturing sector companies listed on the Indonesia Stock Exchange (IDX) until 2020, 
(2) manufacturing sector companies that are consistently listed on the Indonesia Stock Exchange (IDX) for the 2018-
2020 period, (3 ) Manufacturing sector companies that consistently publish annual financial reports on the Indonesia 
Stock Exchange (IDX) for 2018-2020, (4) Manufacturing sector companies listed on the Indonesia Stock Exchange 
(IDX) for the 2018-2020 period which publish financial statements using Rupiah currency, (5) Manufacturing sector 
companies listed on the Indonesia Stock Exchange (IDX) for the 2018-2020 period that have never experienced losses, 
(6) Manufacturing sector companies listed on the Indonesia Stock Exchange (IDX) for the 2018-2020 period that have 
complete data, and (7) Manufacturing sector companies listed on the Indonesia Stock Exchange (IDX) for the period 
2018-2020 which have a Cash Effective Tax Rate (CETR) value of < 100 Based on the sample criteria then the number 
of samples used in this study were 33 manufacturing sector companies listed on the Indonesia Stock Exchange with a 
period of 3 years, but became 20 companies with total 60 samples of all research samples because there were several 
companies that were outliers. 
 
Based on panel data analysis using EViews software, the hypotheses to be used are as follows: 
 

H1 : Executive characters, leverage, and managerial ownership have a significant effect simultaneously on 
tax avoidance. 
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H2 : Executive character has a positive influence on tax avoidance 
H3 : Leverage has a positive influence on tax avoidance 
H4 : Managerial Ownership has a negative influence on tax avoidance 

 
3.1 Variable Measurement 
To test the hypothesis above the research needs a measurement for each variable. Table 1 shows the measurement 
variables that used in this research. (Table 1) 
 

Table 1. Research Variable 

Variable Information Measurement 

Tax Avoidance (CETR) 

Tax avoidance efforts are carried out legally and 
safely by taxpayers because they do not conflict with 
tax provisions, where the methods and techniques 
used tend to take advantage of weaknesses (grey 
areas) in accordance with tax laws and regulations to 
minimize the amount of tax payable (Pohan, 2016). 

CETR = Tax paid by 
company/Profit before 

tax 
 

(Hanlon and 
Heitzman, 2010) 

 

Executive Characters 

Executive characters are divided into 2 
characteristics, namely as a risk taker who is 
generally more confident in making decisions than 
an executive with a risk averse character who 
generally avoids a risk (Hidayat and Pratomo 2020). 

Risk =   
EBITDA/Total Assets 

 
(Budiman and 

Setiyono. 2012) 

Leverage 

Leverage is a measuring tool to measure the size of 
a company's ability to be financed by debt. The 
higher the debt owned by the company, the higher 
the interest expense caused by the debt (Anggraeni 
& Kurnia 2021)  

Debt to Asset Ratio 
(DAR)= Total 

Debt/Total Assets 
 

(Utama et al. 2021) 
 

Managerial Ownership 

Managerial ownership is shares owned by 
commissioners, audit committees and management 
who play a role in company decision making 
(Setiawan et al. 2021). 

Managerial 
Ownership= Number 
of shares owned by 

management/Number 
of shares outstanding 

 
(Fadhila et al. 2017) 

 
 
 
4. Data Collection  
The type of data used in this research is secondary data. The method of data collection in this research was carried 
out by observation. The information used in this research can be obtained from the Law, the internet in the form of a 
web or official website, books, and even journals from previous research. 
 
5. Results and Discussion  
The results of this study are presented to determine the effect of the Executive Character, Leverage and Managerial 
Ownership variables on Tax Avoidance in manufacturing sector companies listed on the Indonesia Stock Exchange 
(IDX) for the 2018-2020 period. The number of samples in this study was 33 companies with a research period of 3 
years so that the total sample obtained was 99 samples, but in this study, there were 39 data outliers. Therefore, the 
total sample in this study is 60 samples of manufacturing sector companies listed on the Indonesia Stock Exchange 
(IDX) for the 2018-2020 period. 
 
5.1 Descriptive Statistics 
The following are the results of the descriptive statistical test in Table 2 below. 
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Table 2. Descriptive Statistics Test Results 

Tax Avoidance Executive 
Characters 

Leverage Managerial 
Ownership 

Mean 0.239041 0.101338 0.363742 0.179944 
Maximum 0.436001 0.295688 0.769760 0.627340 
Minimum 0.000329 0.015383 0.048140 0.000050 
Std. Dev 0.099904 0.064825 0.157479 0.206423 

Based on Table 2 above, it shows that each dependent variable, namely the tax avoidance variable, has a mean value 
of 0.239041. The average value is greater than the standard deviation of 0.099904. This shows that the tax avoidance 
data for companies in the manufacturing sector for the 2018-2020 period as proxied by CETR in this study are grouped 
and do not vary. The maximum and minimum values are 0.436001 and 0.000329, respectively. 

The executive character variable has a mean of 0.101338. The average value is greater than the standard deviation of 
0.064825. This shows that the executive character of the manufacturing sector companies for the 2018-2020 period is 
grouped and does not vary. The maximum and minimum values are 0.295688 and 0.015383, respectively. 

The leverage variable has a mean of 0.363742. The average value is greater than the standard deviation of 0.157479. 
This shows that the leverage of companies in the manufacturing sector for the 2018-2020 period is grouped and does 
not vary. The maximum and minimum values are 0.769760 and 0.048140, respectively. 

The managerial ownership variable has a mean of 0.179944. The average value is smaller than the standard deviation 
of 0.206423. This shows that managerial ownership of manufacturing sector companies for the 2018-2020 period is 
not grouped and varies. The maximum and minimum values are 0.627340 and 0.000050, respectively. 

5.2 Classic Assumption Test 
1) Multicollinearity Test

Table 3. Multicollinearity Test Result 

KE L KM 

KE 1.000000 -0.310059 0.020552 

L -0.310059 1.000000 -0.277375
KM 0.020552 -0.277375 1.000000

Based on Table 3 shows that independent variables in this study have correlation value is < 0.8 hence there is no 
correlation between independent variables that occurs multicollinearity in this study. 

2) Heteroscedasticity Test

Table 4. Heteroscedasticity Test Result 
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Based on Table 4 the results of the heteroscedasticity test show the Prob value > 0.05, it shows that the data passes 
the heteroscedasticity test or in this study there is no heteroscedasticity. 
 
5.3 Panel Data Regression Model Selection 
5.3.1 Chow Test 
 

Table 5. Chow Test Result 
 

 
 
Based on the Chow test Table 5 results, the probability value of the chi-square cross section is 0.0004 which is < 0.05 
and the probability value of the F cross section is 0.0146 which is < 0.05. Hence in accordance with the provisions of 
decision making this study uses a fixed effect model. Furthermore, a test was conducted between the fixed effect 
model and the random effect model using the Hausman test. 
 
5.3.2 Hausman Test 
 

Table 6. Hausman Test Result 
 

 
 
Based on the Hausman test results, (Table 6) the probability value of a random cross section was 0.0997, which is > 
0.05 so it is in accordance with the provisions of decision this research uses a random effect model, so it is necessary 
to do a lagrange multiplier test. 
 
5.3.3 Lagrange Multiplier Test 
 

Table 6. Lagrange Multiplier Test Result 
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Based on the Lagrange multiplier test result, (Table 6) the Breusch-Pagan value is 0.0167 which is < 0.05 then in 
accordance with the provisions of decision, the panel data regression model with the random effects model is better 
than the panel data regression model with the common model effects. 
 
5.4 Panel Data Regression Model Selection Result 
Based on results of panel data regression testing that has been done. It was concluded that the most appropriate 
model used for this study was the random effect model. The following is a panel data regression test using a random 
effect model: 

 
Table 7. Random Effect Model Test Result 

 

 
 
Based on Table 7 through the panel data regression model equation that explains the influence of executive characters, 
leverage and managerial ownership on tax avoidance in manufacturing sector companies listed on the Indonesia Stock 
Exchange for the period 2018 to 2020, they are as follows: 
 

Y = 0.318633 – 0.607591 X1 – 0.006651 X2 – 0.086697 X3 + ε 
 
Information: 
Y = Dependent variable (Tax Avoidance) 
X = Independent variable, consisting of: 
- X1 = Executive Characters 
- X2 = Leverage 
- X3 = Managerial Ownership 
a = Constant 
b = Regression coefficient on each independent variable 
ε = Error 
 
The explanation of the panel data regression equation above is as follows: 
1. The constant value of 0.318633 indicates that if the independent variables in the regression, namely executive 
characters, leverage, and managerial ownership are 0, then the CETR value of the manufacturing sector companies 
listed on the IDX in 2018-2020 is 0.318633 which means tax avoidance will decrease by 0.318633. 
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2. The X1 regression coefficient, namely executive character, is -0.607591 so that for every addition (one) unit of 
executive character with other variables valued at 0 and constant, the CETR value decreases by 0.607591, which 
means tax avoidance will increase by 0.607591. 
3. The X2 regression coefficient is leverage of -0.006651 so that every time there is an addition (one) unit of leverage 
with other variables valued at 0 and constant, the level of CETR value decreases by 0.006651 which means tax 
avoidance will increase by 0.006651. 
4. The X3 regression coefficient is managerial ownership of -0.086697 so that for every additional (one) unit of 
managerial ownership with other variables valued at 0 and constant, the level of CETR value decreases by 0.086697 
which means tax avoidance will increase by 0.086697. 
 
5.4 Discussion 
The Influence of Executive Characters on Tax Avoidance 
Based on the partial test results in table 3 which shows that the executive characters variable has a probability value 
of 0.0098 < from a significance level of 0.05. This shows that H01 is rejected, indicating that the executive characters 
variable has a partial effect on tax avoidance in manufacturing sector companies listed on the Indonesia Stock 
Exchange for the 2018-2020 period. The results also show that the executive character has a negative regression 
coefficient value (-0.607591) which indicates that the higher the executive character, the higher the tax avoidance too 
and vice versa. This is in accordance with the researcher's hypothesis which assumes that the executive character has 
a positive effect on tax avoidance. The executive character can affect tax avoidance activities because the executive 
character is considered to be an agent of the company who has full responsibility to maximize the utility of 
stakeholders with decisions taken by going through several future risk considerations (Pitaloka and Merkusiawati.  
2019). The results of this study are in accordance with the results of previous studies by Saputra et al. (2015) and 
Oktamawati (2017) which revealed that executive character has a positive influence on tax avoidance. 
 
The Influence of Leverage on Tax Avoidance 
Based on the partial test results in table 3 which shows that the leverage variable has a probability value of 0.9402 > 
from a significance level of 0.05. This shows that H02 is accepted, indicating that the independent variable leverage 
has no partial effect on tax avoidance in manufacturing sector companies listed on the Indonesia Stock Exchange for 
the 2018-2020 period. This is contrary to the hypothesis of researchers who think that leverage (DAR) has a positive 
effect on tax avoidance. Leverage has no effect on tax avoidance because the company does not use debt to reduce 
the tax burden but is used for operational needs and company development. Then with the high debt ratio owned by 
the company, the company's management will be more careful to avoid using high debt to avoid tax with the aim that 
the company remains visible in the eyes of investors and creditors. Based on the results of descriptive statistical tests, 
companies that have leverage values both above and below the average have a CETR value above the rate and below 
the rate which proves that leverage does not affect the company's decision to do tax avoidance. The results of this 
study are in accordance with previous research by Yohan and Pradipta (2019) and Cahyono et al. (2016) which 
revealed that leverage has no influence on tax avoidance. 
 
The Influence of Managerial Ownership on Tax Avoidance 
Based on the partial test results in table 4.15 which shows that the managerial ownership variable has a probability 
value of 0.2553 > from a significance level of 0.05. This shows that H03 is accepted, indicating that the independent 
variable managerial ownership has no partial effect on tax avoidance in manufacturing sector companies listed on the 
Indonesia Stock Exchange for the 2018-2020 period. This is contrary to the hypothesis of researchers who think that 
managerial ownership has a negative effect on tax avoidance. In this study, the proportion of share ownership owned 
by managerial parties is relatively small. The percentage of managerial ownership is still far below the average value 
of 0.179944, which is 65% of the total sample of companies. The results of this study are in accordance with previous 
research by Mahule et al. (2016) and Krisna (2019) which revealed that managerial ownership has no influence on tax 
avoidance. 
 
6. Conclusion 
1. This study aims to determine the effect of executive characters, leverage, and managerial ownership on Tax 
Avoidance with the object of this research being the manufacturing sector companies listed on the Indonesia Stock 
Exchange for the 2018-2020 period, using 60 samples. Based on the results of research conducted by the author, the 
following conclusions are obtained:  
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a. The tax avoidance variable for manufacturing sector companies listed on the Indonesia Stock Exchange for
the 2018-2020 period was obtained as many as 35 samples or 58.3% of the total sample with a CETR value
of more than 25% for 2018-2019 and more than 22% for 2020. sample or 41.7% of the total sample with a
CETR value of less than 25% for 2018-2019 and less than 22% for 2020. So that 25 samples can be declared
indicated for tax avoidance.

b. The executive character variable for manufacturing sector companies listed on the Indonesia Stock Exchange
for the 2018-2020 period was obtained as many as 27 companies with executives with risk taker
characteristics and 33 companies with risk averse characters.

c. The leverage variable for manufacturing sector companies listed on the Indonesia Stock Exchange for the
2018-2020 period obtained an average value of 0.363742 with a standard deviation of 0.157479.

d. The managerial ownership variable for manufacturing sector companies listed on the Indonesia Stock
Exchange for the 2018-2020 period obtained an average value of 0.179944 with a standard deviation of
0.206423.

2. Based on the results of simultaneous testing, it is known that executive character, leverage, and managerial
ownership have a significant influence on tax avoidance in manufacturing sector companies listed on the Indonesia
Stock Exchange for the period 2018 - 2020.
3. Based on the results of the partial test, the executive character has a positive influence on tax avoidance in
manufacturing sector companies listed on the Indonesia Stock Exchange for the 2018-2020 period.
4. Based on the partial test results, leverage has no influence on tax avoidance in manufacturing sector companies
listed on the Indonesia Stock Exchange for the 2018-2020 period.
5. Based on the results of the partial test, managerial ownership has no influence on tax avoidance in manufacturing
sector companies listed on the Indonesia Stock Exchange for the 2018-2020 period.
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