ABSTRACT

Taxes are used by the government to promote equity and prosperity among the
people by deducting or reducing the income of individuals and entities known as
taxpayers. In practice, taxpayers with high tax burdens tend to seek ways to reduce their
tax burdens, one of which is through tax avoidance. Although tax avoidance is legal, it
has a negative impact on tax compliance and causes a loss of potential state revenue due
to the exploitation of regulatory loopholes to reduce tax burdens. In addition, tax
avoidance practices can give companies a negative reputation.

The purpose of this study is to determine the effect of leverage, audit quality, and
executive compensation on tax avoidance, both simultaneously and partially, using the
Cash Effective Tax Rate (CETR) proxy in primary consumer goods companies listed on
the Indonesia Stock Exchange (IDX) for the period 2018-2024.

This study uses a quantitative method with secondary data. The population in this
study consisted of 69 companies in the primary consumer goods sector. The sampling
technique used purposive sampling and obtained 21 research samples over a period of 7
years, resulting in 147 data observations in this study, but there is 6 outlier data that need
to take out, so the data observation is 141. The analysis method was performed using
panel data regression analysis using the Eviews 12 application.

The results of this study indicate that leverage, audit quality, and executive
compensation simultaneously affect tax avoidance. Partially, leverage and executive
compensation have no effect, while audit quality has a negative effect on tax avoidance.

This study is expected to contribute to academics, practitioners, and stakeholders
in understanding the factors that influence tax avoidance in the primary consumer goods
sector, as well as to form the basis for the formulation of more effective taxation policies
in supervising and controlling tax avoidance practices by the government (DJP). For
companies and investors, this study helps to raise awareness of the importance of tax
compliance and financial reporting transparency.
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