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Abstract - This study aims to determine the effect of company profitability and audit quality
on tax avoidance, where board gender diversity will be examined as a moderating variable.
Several previous studies found inconsistent results regarding the influence of each variable on
tax avoidance. In addition, this study extends earlier research, which highly suggests examining
the audit quality. Further, in Indonesia, there is a demand for including women in the
boardroom, while the last 2 years show that women's participation is decreasing. It indicates
that the variables examined are interesting to further investigate. Purposive sampling was used
as the sampling method, which generated 15 companies from mining, technology,
transportation, and logistics listed on the Indonesia Stock Exchange for 2019-2021. The
collected data will be analyzed using moderate regression analysis (MRA). The empirical
results showed that both corporate profitability and audit quality positively influence tax
avoidance. However, it was observed that board gender diversity does not moderate the
relationship between company profitability and audit quality on tax avoidance. These results
imply that a profitable company has a relatively high tendency to do tax avoidance, but the
gender diversity in the boardroom is not sufficient to influence those relationships. Whatever
the gender of the board of directors and certain traits embedded in each gender classification,
once they come to the work field, those differences can be neglected because of their ability to
work professionally.

Keywords: Audit Quality; Board Gender Diversity; Corporate Profitability; Tax
Avoidance

1. INTRODUCTION
1.1 Research background

Taxes play a very important role in increasing government revenues. The government's
efforts to optimize tax revenue have actually had an impact, especially since most tax
collections in Indonesia use a self-assessment system, where individual and corporate taxpayers
are obliged to calculate, pay, and report the amount of tax they must pay in accordance with
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applicable tax laws and regulations. This is evidenced by the government's inability to achieve
tax revenue targets in the period 2019-2021, as presented in Table 1 below.
Table 1. Realization of Tax Revenue Targets (In Trillion Rupiah)

Years Tax Revenue Target Tax Revenue Realization Realization Percentage
2017 1283,6 11475 89%
2018 1424,0 1315,9 92%
2019 1577,6 1332,1 84%
2020 1198,8 1072,1 89%
2021 1229,6 12771 104%

According to Table 1, the percentage of tax revenue increased every year, with the exception
of a large reduction of 8% in tax revenue in 2018-2019. However, the share of actual tax
revenue increased after that year. In 2017-2018, the percentage of actual tax revenue climbed
by 3%, followed by a 5% increase in 2019-2020. Furthermore, the share of actual tax collections
increased by 14% in 2020-2021. According to the tables presented above, the government has
been successful in increasing actual tax revenue year after year. However, the administration
failed to meet the established targets from 2017 to 2021. It indicates that tax revenue in
Indonesia has not been maximized, despite the fact that Indonesia has a significant potential for
tax collection due to its large population and business operations (Dewi & Noviari, 2016).
Responsibility for paying taxes must increase as a reflection of state obligations, which lie with
the citizens themselves to fulfil these obligations (Mahanani et al., 2017). This is in accordance
with the Self-Assessment system adopted in the Indonesian tax system, where the authority and
taxpayers are responsible for determining, paying, and reporting their own taxes. Consequently,
it is to be expected that taxpayer compliance is in accordance with the regulations, owing to the
fact that if taxpayer non-compliance occurs, it might result in tax avoidance efforts (Subagiastra
et al., 2016). Therefore, it has become an interesting and urgent issue to be examined further to
analyze the factors that contribute to tax avoidance. When the factors can be traced, there will
be an opportunity to prevent tax avoidance practices, which is expected to increase government
revenue.

One of the possible determinants of tax avoidance is corporate profitability. Profitability is an
inherent characteristic of companies and is considered an essential measure for economic
decision-making (Selinsek et al., 2021). In accordance with Rahmayanti (2016), profitability
reflects the level of effectiveness achieved by a company. The level of profitability is influenced
by efficiency in paying corporate taxes; the more efficient tax governance in the company, the
higher the expected profitability of the company.

Another determinant factor for tax avoidance is audit quality. As argued by Lee & Kao (2018),
external auditors play an important supervisory role in tax avoidance, and external audits are
essential instruments for shareholders to ensure financial transparency and credibility. Audit
quality is defined as the auditor's performance in the auditing process, which is guided by the
Public Accountant Professional Standards. When auditors perform higher-quality audits as part
of their service to companies, companies are less likely to manipulate profits to pay taxes
(Lestari & Nedya., 2019).

Another previous study by Ghaleb et al. (2021) argued that tax decisions in the company are
influenced by the board of directors. As claimed by Erin et al. (2016), the board of directors is
well known for ensuring the credibility of financial reporting procedures and the accuracy of
the data used to calculate tax obligations, both of which are vital to generating revenue for the
government and moving the country forward. Specifically, Alkurdi et al. (2023) stated that
having a female board member is important and one of the most effective, and that women have
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a key role to play in supporting initiatives that decrease financial risk and can have an influence
on the reputational value of firms.

Based on results from research by the International Labor Organization (ILO) on 416 national
and multinational companies in Indonesia in June 2020, prioritizing gender in the work
environment has brought considerable benefits to a company's business processes. The findings
of this investigation suggest that efforts to prioritize gender have significantly increased profits
for companies that implement them. The data reveals that as many as 32% of companies
experience an increase in profit of 5-10%; even 18% of companies experience an increase in
profit of up to 15-20%. Unfortunately, in Indonesia, there are still very few companies with
female directors. Table 2 shows the number of females in managerial positions for 2020-2022

Table 2. Number of Females in Management Positions
2020 2021 2022
Indonesia 333.08 332.50 332.26
source: www.bps.go.id (accessed 02 June 2023)

The proportion of females in managerial positions has decreased significantly from 2020 to
2022. The Ministry of Female Empowerment and Child Protection said companies that involve
females will increase profits significantly. However, this result is opposite from the
government's expectation, where the female proportion decreased from year to year. Hence, the
existence of female participation on board is interesting to investigate further. Currently, the
research scope between corporate profitability and audit quality on tax avoidance is still
ambiguous due to inconsistencies in previous research. It makes it possible to investigate deeper
the relationship between corporate profitability, audit quality, and tax avoidance, which is
moderated by a female board director.

Considering the previous context about the realization of tax revenue targets for the period
2017-2021, the government still failed to achieve the set targets. This indicates tax revenue in
Indonesia has not been maximized. It is identified that the problem to be examined in this study
is related to the practice of tax avoidance, which causes losses to the state. The more companies
that engage in tax avoidance practice, the less profit there will be for the state. Due to the
uncertainty of the research results that have been circulating, further research is needed by
adding variables related to the correlation between company profitability and tax avoidance. It
would be valuable to investigate additional governance factors, such as the correlation between
audit quality and tax avoidance in Indonesia.

1.2 Literature Review
1.2.1 Agency Theory
Agency theory is an agreement within one or more company owners who act as principals
who employ someone as a manager agent to carry out work with the intention of obtaining
mutual benefits and doing some work in the owner's interests (Jensen & Meckling, 1976).
However, the manager, as an agent, frequently uses the cash balance that they collect for their
personal gain; they make judgments that are optimal based on the interests of the owner.
Furthermore, Eisenhardt (1989) inserted more details of agency theory. Depending on
him, agency theory relies on three fundamental human presuppositions: self-interest;
constrained rationality, or the ability to predict the future; and risk aversion, or the propensity
to constantly avoid danger. In other words, given these fundamental traits, managers are more
likely to act opportunistically and put their own interests over boosting the company's worth.
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As opposed to that, the management (agent) of tax avoidance may insufficiently achieve
the expected result for the shareholders. This is related to the risk: if the company is indicated
to practice tax avoidance when a tax audit is carried out, the company must pay more due to
the actions taken, such as the punishment by the company. Also, there is a risk that if the public
finds out about this, it may damage the credibility of the business, and the influence will lower
the company’s worth. Here, the practice of tax avoidance can be viewed or perceived negatively
by market participants (Wulandari et al., 2023).

Thus, allowing the appearance of agency problems. In the case of tax avoidance, the
problem arises from the stakeholders, namely the management and company owners. Efforts to
avoid taxes that are often carried out by management are based on personal interests. Tax
avoidance is defined as an agreement made by management by manipulating financial reports
(Sitardja, 2017). In connection with these problems, there is agency theory as an intermediary
that functions as an average to solve all kinds of problems in companies regarding agency
problems. Tax avoidance is a problem that proves the existence of problems in agencies related
to the role of corporate management..

1.2.2 The Influence of Profitability towards Tax Avoidance

Profitability is an indicator of how successful a business is and is seen as a crucial determinant
when making economic decisions. (Selinsek et al., 2021). As argued by Salehi and Salami
(2020), profitability is one of the most significant elements that can affect tax avoidance. The
company's profit, as measured by the profitability ratio, shows the performance of management.
If the profitability ratio is high, it means that there is efficiency carried out by management, and
these efficiency measures reduce the effective value of the tax rate. According to several studies
by Alkurdi et al. (2021), Zhang et al. (2022), and Ariska et al. (2020), profitability is the most
frequent explanation that can affect tax avoidance.

Depending on Tennant & Tracey (2019), when enterprises are more profitable, caution should
be used when reducing tax avoidance. According to other research by Panda and Nanda (2020),
to maintain their excellent reputation, businesses should not influence tax avoidance rates,
which could improve their relationships with stakeholders. Furthermore, Fernandez-Rodriguez
et al. (2019) identified a correlation between profitability and tax avoidance levels, with more
profitable businesses engaging in tax avoidance in order to retain their excellent standing in the
market.

In this context, Devi et al. (2023) discovered there is a correlation between company
profitability and tax avoidance, with increased firm profitability having a beneficial influence
on the tax avoidance committed by the company. Likewise, Prasetya et al. (2022) also
concluded that a highly profitable company is able to optimally manage assets to earn profits.
Therefore, the revenue that the business generates will be managed as well as possible by
maximizing expenses that can be deducted from taxable income, such as amortization and
research and development expenses. This is consistent with the reality that income taxes would
rise in proportion to company profits; therefore, businesses will likely engage in tax avoidance
to prevent their tax burden from rising (Dewinta & Setiawan, 2016). According to the
explanation provided above, the first hypothesis is stated.

H1: Profitability has positive effect on tax avoidance

1.2.3 The Influence of Audit Quality towards Tax Avoidance

Research by Wibowo and Saleh (2020) stated that audit quality is a possibility where the auditor
can show an impression and bias towards reports, and then it will be reported to users of
information. Qualified auditors have the ability and performance to maintain their reputation.
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These actions are related to tax avoidance, which can also be affected by audit quality (Ayu et
al., 2017). Financial statements are shown with transparency, which is a crucial component of
a strong corporation in terms of taxation that is accountable to shareholders (Adeyani, 2016).
Audit quality can be seen not just from the public accounting firm itself, but also by looking at
the opinions generated. Audit quality provides an overview of relationships that reflect how
well an auditor can complete a job with established principles (Prihatini & Amin, 2022). The
final result of the audit process is the auditor's report. In Salehi et al. (2020), companies that
received qualified audit opinions from external auditors were shown to be more interested in
tax avoidance than those that did not. Obviously, auditors won't provide unqualified opinion
reports if they don't obtain accurate company realities.

The higher the audit quality, the lower the ETR level. The lower the ETR level, the higher the
tax avoidance. This is consistent with studies by Wijaya (2023), which revealed that audit
quality has a positive effect on tax avoidance in a positive direction, which indicates that the
higher the audit quality, the more the company will commit to tax avoidance practices. This
also strengthens that audit quality has a positive effect on tax avoidance (Marzuki et al., 2021)
and Yudha et al., 2019). Audit quality focuses on the first two things based on the public
accounting firm and the results of its opinion. When the results of many opinions show an
unqualified opinion, this can be manipulated, does not emphasize transparency, and sometimes
does not present the auditor's report with the actual situation. This can potentially lead to an
increase in tax avoidance. Based on the findings above, the second hypothesis is

H2: Audit quality has a positive effect on tax avoidance.

1.2.4 The Influence of Board Gender Diversity in Moderating Relationship between
Profitability towards Tax Avoidance

The board of directors and the board of commissioners, which both need to be able to pay more
attention to disclosure when reporting to the corporation, are examples of the boardrooms where
there is gender diversity. In order for a company to be able to continue operating in the long
run, it is expected that it will enhance performance with improved corporate growth.
Considering women and men generally have different traits that are innate and inherent in the
individual, comparisons of the percentage of women and men in the executive composition
influence the judgments made. According to feminist philosophy, women are in the same
position as men. The percentage of women in corporate senior positions is rising, and this has
an effect on a range of business policies, including tax policy.

Abad et al. (2017) claim that women on the board of directors are recognized for having better
moral standards. They are seen as a particularly effective technique for debating unethical
activity, such as tax avoidance. They are more adept than men at collaborating on projects and
exploring deeper difficulties. In addition, more managerial oversight and better decision-
making can result from board gender diversity, which can help minimize agency problems
(Barbera et al., 2020). As a result, having more women on the board will help to decrease
conflicts of interest between management and shareholders, which may result in a decline in
tax avoidance activities.

In this context, board gender diversity really does play a significant role in a company's
decision-making, particularly when it comes to helping businesses achieve good governance in
order to increase moral behavior, management efficiency and effectiveness, operations finance,
and tax payment transparency (Jiang et al., 2021). As a result, the board of directors is able to
develop company strategy while taking the interests of various stakeholders into consideration,
resulting in improved financial performance and reputational growth (Orazalin, 2020). As a
result, a lot of research supports the idea that women can improve a firm's performance, such
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as profitability. Research conducted by Amri (2017) shows that profitability in the company is
one of the bases for decisions made by the board of directors on tax avoidance. So, board gender
diversity in companies can offer benefits such as additional knowledge, new ideas, and insights
to solve problems, which can improve strategic planning. According to the explanation
provided above, the third hypothesis is stated.

H3: Board gender diversity weaken the positive effect of profitability on tax avoidance

1.2.5 The Influence of Board Gender Diversity in Moderating Relationship between Audit
Quality towards Tax Avoidance

Research by Amalia & Ferdiansyah (2019) says that transparency is a crucial aspect of an audit's
quality. Companies typically employ skilled auditors to obtain high-quality audited financial
reports. Jarboui et al. (2020) contend that the board's varied opinions affect the choice or
employment of an external auditor. Women directors tend to engage excellent auditors to
preserve their reputations, which increases the effectiveness of the board's monitoring function.
Therefore, having a female board member increases the company's ability to select qualified
auditors.

Research by Lai et al. (2017) demonstrated that businesses with a diverse range of genders on
their boards tend to issue higher audit fees and hire better auditors. Again, findings imply that
female-dominated boards of directors frequently require higher audit quality. Furthermore,
Riguen et al. (2020) showed that boards of directors with female directors could demand more
from their auditors and choose the best ones.

The results revealed by Anggelina et al. (2022), who indicate that companies with higher levels
of gender diversity on their board of directors emphasize the connection between audit quality
and tax avoidance. Therefore, the audit quality will also be improved if there are more women
on the board of directors for the organization. The level of tax avoidance by the corporation
increases with audit quality. Due to the findings provided above, the fourth hypothesis is

H4: Board gender diversity weaken the positive effect of audit quality and tax avoidance

2. RESEARH METHOD
2.1 Methodology
This study uses purposive sampling. Here, sampling will only include the data that offers
relevant information as the sample. An annual report for the years 2019 through 2021 will be
utilized as the source of the data, which will come from the Indonesia Stock Exchange (IDX).
Regression analysis will be used to analyze the data. The criteria for choosing the samples are
as follows:
1. Mining, technology, transportation and logistics firms listed on the IDX during the
observation year.
2. Mining, technology, transportation and logistics firms that present financial statements
in rupiah.
3. Mining, technology, transportation and logistics firms which not suffer any losses for
the period 2019 -2021.
4. Mining, technology, transportation and logistics firms has completed data to be
analyzed further.

2.2 Variables Measurement
2.2.1 Tax Avoidance

Tax avoidance was selected as dependent variable. A business transaction strategy called
tax avoidance aims to lower the tax burden. This suggests a corporation may adopt a tax strategy
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like tax avoidance as a result of low levels of ETR. This research using the effective tax rate
(ETR) as measurement. By utilizing these strategies, companies can reduce their ETR while
also minimizing their taxable revenue (Jarboui et al., 2020). Taking into account the alternatives
presented in the literature, this research followed Watson (2015) ETR definition, which is
frequently used in accounting studies. ETR is formally as the ratio, which formulated as

follows:
Tax Expense
ETR =
Pretax Income

Where:
ETR = Effective tax rate
Tax Expense = Tax burden of firm
Pretax Income = Income before tax

2.2.2 Profitability

A company's ability to earn a profit from its operational activities is known as
profitability, and this crucial measurement is used to guide economic decision-making
(Selinsek et al., 2021).Ratios are used to measure profitability, and there are different ratios that
can be employed for this purpose. This study employed Tobin's Q to measure profitability
(Alkurdi et al., 2021). More precisely, it is believed that profitability is the most difficult
component to comprehend and evaluate when looking at a corporation. Profitability is a
measurement used to assess a company's capacity to produce stable revenue(Tennant & Tracey,
2019). Tobin's Q is a useful tool for analyzing a company's performance from a long-term
market perspective, showing the present value of future cash flows (Alkurdi et al., 2021).
Tobin’s Q is calculated which formulated as follows:

(Total Assets + Market Capitalization — Net Worth)

CPROF =
Total Aseets

2.2.3 Audit Quality

Audit quality defined as the financial statements will be free of mistakes, substantial
misstatements, and violations. Many of the studies use Big Four KAPs as measurements which
are considered to be able to carry out audits better than Non-Big Four KAPs because Big Four
KAPs are more experienced and expert in assessing the fairness of financial statements, so the
quality of audited financial statements is better than public accounting firms non-Big Four
(Pandapotan et al 2023). A qualified opinion may not be issued until the auditor has expended
a lot of time and effort in carrying out additional audit procedures requiring a longer audit
completion period in order for the process to be judged that the auditor must have given his
quality in the opinion. However, the opinion provided by the auditor can also present the quality
of the results in assessing the fairness of the financial statements. In the study of audit quality
indicator calculations in this research is a dummy variable, 1 if the unqualified opinion is
obtained, O if otherwise (any qualification) that uses types of auditors' opinions on the financial
statements (Chalu, 2021).

2.2.4 Board Gender Diversity
The moderating factor in this study is board gender diversity. Board gender diversity
(BGD) is term used to describe the present of female board members. In order to determine this
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variable, this study assessed the present of female board members to all board members(Alkurdi
etal., 2023).

2.2.5 Firm Size

Measured by the total amount of a company's assets that are available for use in its
activities. Large total assets demonstrate a company's relative stability and ability to make
profits, as well as the fact that it has excellent prospects for the future over a long period of
time. (Barli, 2018).

Firm Size = Ln(Total Asset)

2.2.6 Leverage

Leverage, which is defined as the relationship between long-term debts and total assets,
is also controlled for in the current study. Utilizing the leverage ratio, one may assess a
company's capacity to fulfill both short-term and long-term financial obligations(Cristian Halim
et al., 2022). If the level of corporate leverage is high, then the risk of failure of the company
in repaying the loan is also high (Probokusumo et al., 2017).

Total Debt

L =
everage Total Equity

2.2.7 Liquidity

The ability of a corporation to fulfill its immediate obligations is referred to as liquidity. The
liquidity ratio demonstrates the stability of the company's financial position and assesses the
effectiveness of management in handling funds (Alkurdi et al., 2023). The current ratio, which
calculates the proportion of current assets to current liabilities, shows how well the company
can meet its short-term obligations.

Current Asset

Liquidity =

Current Liability

2.2.8 Conservatism Accounting

Conservatism accounting is a crucial aspect of financial statement quality. Since, it
increases the level of accuracy of the financial reports by enhancing managers' monitoring. The
measurement of conservatism accounting can be done through the three methods, namely net
asset measure, earning/accrual measure, and earning/stock return relation measures (Pujiati et
al., 2013). This variable was measured net asset measure using a book to market ratio. which
formulated as follows:

Market Price Per Share
Book Value Per Share

Price Book Value =

Total Equity

Price Book Value =
rice book Vatue Number of Shares Outstanding
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Moderated regression analysis (MRA) is used to measure the influence of profitability
and audit quality on tax avoidance with board gender diversity as moderating variable.
Moderated Regression Analysis or when there is an element of interaction (multiplication of
two or more independent variables) in the regression equation, the interaction test is a specific
case of multiple linear regression. Moderate analysis is used to estimate the value of the
dependent variable () based on the value of the independent variable (X) multiplied by the
moderating variable (Z), as well as the estimated change in the dependent variable () variable
for each unit change in the independent variable (X) multiplied by the moderating variable (Z).
This research is moderated by the board gender diversity as variable in determining how
strongly or weekly independent and dependent variables are related. With following multiple
linear regression comparison:

TA = a+ B,.PROF + B,.AUQuality + B3.BGD + B,. PROF * BGD
+ BsAUQuality * BGD + B¢.SIZE + ;. LEV + BgLIQUI
+ ByCONSACC + €

Where:

TA : dependent (tax avoidance)

o} : Constant

B1.PROF : dependent coefficient of profitability

B,.AUQuality : dependent coefficient of audit quality

Bs.BGD : moderated coefficient of board gender diversity

B4s. PROF * BGD : moderated coefficient of profitability and board gender
diversity

BsAUQuality * BGD : moderated coefficient of audit quality and board gender
diversity

Be-SIZE : dependent coefficient of firm size

B,.LEV : dependent coefficient of leverage

BsLIQUI : dependent coefficient of liquidity

BoCONSACC : dependent coefficient of conservatism accounting

€ : standard error

3. RESULT AND ANALYSIS

3.1 Descriptive Analysis

The descriptive analysis in this application includes a discussion of the variables of tax
avoidance, profitability, audit quality, board gender diversity, conservatism in accounting,
liquidity, leverage, and firm size.

Table 3. Descriptive Statistics

N Minimum Maximum Average Std. Deviation

Profitability 45 0.0295 9.0174 1.6125 1.6151
Audit Quality 45 0.0000 1.0000 0.5333 0.5045
Tax Avoidance 45 0.0012 4.4146 0.4567 0.8421
Board Gender Diversity 45 0.0000 0.6000 0.1379 0.1660
Conservatism Accounting 45 0.2936 6.7381 2.1822 1.6641
Liquidity 45 0.5261 23.0208 2.5733 3.7198
Leverage 45 0.0092 4.6478 1.0558 0.8802
Firm Size 45 25.1324 33.2841 28.4175 1.6009
Valid N (listwise) 45
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Regarding the findings in the table above, it is explained that N is the number of samples used

in this research. As a result of the analysis, the data is explained as follows:

a. Profitability
The table shows the distribution of data for the profitability variable. Profitability here is
measured using Tobin's Q, which is a useful tool for evaluating business performance from
a long-term market perspective and shows the present value of future cash flows (Alkurdi
et al., 2021). Tobin's Q is measured by the sum of assets plus market capitalization and
minus net worth. The data distribution shows a minimum value of 0.0295, a maximum
value of 9.0174, an average value of 1.16125, and a standard deviation of 1.6151.
The results of these findings indicate that the higher the value of Tobin's Q, the stronger
the control of the firm’s assets due to the stable economic situation compared to the firm’s
competitors, as the average value of 1.6125 is close to the minimum of 0.0295. And looking
at the standard deviation, which is 1.6151, it means that by looking at the average value
closer to the standard deviation, it can be concluded that the variance of the data is
relatively small.

b. Audit Quality
The table shows the distribution of data for audit quality variables. Here is a dummy
variable: 1 if the audit report just includes an unqualified opinion, and 0 if the audit report
contains other information or otherwise. The data distribution shows a minimum value of
0.00, a maximum value of 1.00, an average of 0.5333, and a standard deviation of 0.5045.
These results show that the average audit report that has an unqualified opinion without
any other matters is relatively small by looking at the close average and minimum values.
While the variance of the data is relatively small, looking at the close average and standard
deviation values.

c. Tax Avoidance
The table shows the distribution of data for the tax avoidance variable. The effective tax
rate, which seeks to decrease the tax burden legally, can be computed by dividing the tax
expense by pre-tax income and is used to measure variable tax avoidance as the dependent
variable. The data distribution shows a minimum value of 0.0012, a maximum value of
4.4146, an average value of 0.4567, and a standard deviation of 1.660. The average value
is closer to the maximum value, and the average value is bigger than the standard deviation
value. It can be concluded that many companies practice tax avoidance, and the data
variance is wide.

d. Board Gender Diversity
The distribution data for the board gender diversity variable is measured by the number of
female board members divided by the total number of board members. The distribution
shows a minimum value of 0.0000 and a maximum value of 0.6000, or 1 percent, led by
women who are spread across companies in the three sectors. The average value is 0.1379,
which means that the level of women in the company that is the sample in these findings
is relatively small by looking at the closeness of the average value to the minimum. And
the closeness average value with standard deviation is 0.1660, which means that the data
variance is relatively small.

e. Conservatism Accounting
The table shows the distribution of data for the accounting conservatism variable as
measured using a book-to-market ratio. The data distribution shows a minimum value of
0.2936, a maximum value of 6.7381, an average value of 2.1822, and a standard deviation
of 1.6641. These findings show that the average value is closer to the maximum value so
that the value of accounting conservatism can be used as a key component in the quality of
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financial reports, and the standard deviation also shows that the average value is bigger
than the standard deviation, which means that the sample is relatively wide.

f. Liquidity
In the liquidity table, the data distribution shows that the variable of the current ratio,
calculates the proportion of current assets to current liabilities, can be used to measure
liquidity. The liquidity ratio functions by investors to determine which stocks to buy, with
the assumption that if the ratio is good then the company can be said to be financially
healthy. The data distribution shows minimum value of 0.5261, maximum value is
23.0208, average value is 2.5733 and a standard deviation of 3.7198. The data shows that
the average value of is closer to the minimum value so that it can be seen that the ratio of
good liquidity is relatively small because of this. Average while, the variance of the data is
relatively small by looking at the closeness of the average value and standard deviation.

f. Leverage
In the leverage table, the distribution of data shows that this leverage variable is found by
total debt divided by total equity. The data distribution presents a minimum value of
0.0092, a maximum value of 4.6478, an average value of 1.0558, and a standard deviation
of 0.8802. The data shows that the average value is very close to the minimum value.
Therefore, this demonstrates that companies do not want to take a chance by collecting
large amounts of debt as long as the economy is not getting better. While the higher average
value compared to the standard deviation value of 0.8802 indicates that the variance of the
data is also generally good.

g. Firm Size
Firm size is measured by the total amount of a company's assets that are available for use
in its operations and activities. The data distribution shows a minimum value of 25.1324,
a maximum value of 33.2841, an average value of 28.4175, and a standard deviation of
1.6009. The distribution of the data indicates that the average value is closer to the
maximum value, which suggests that businesses that were able to use the best assets would
see a rise in revenue. It is safe to infer that a company's business operation is running
effectively if it has a good total asset. This indicates that the average value and standard
deviation are far enough apart that the data is relatively wide.

3.2 Classical Assumption Tests
3.2.1 Normality Test
A normality test determines if the data for the regression standard have a normal
distribution. The Kolmogorov-Smirnov test is used in the normal assumption test. The
following table contains the test results.
Table 4. Result of Normality Test

One-Sample Kolmogorov-Smirnov Test
Unstandardized Residual

N 42
Normal Parameters®” Average 0.0000
Std. Deviation 0.1377
Most Extreme Differences  Absolute 0.117
Positive 0.117
Negative -0.076
Test Statistic 0.117
Asymp. Sig. (2-tailed) 0.168°

a. Test distribution is Normal.
b. Calculated from data.
c. Lilliefors Significance Correction.
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In the normality test, from 45 samples, we get the outlier data, and the total data becomes 42
samples. As stated in the conclusion of the analysis, the asymptotic value Sig. (2-tailed) is
0.0168 > o (0.05), indicating that all of each variable has a significance level. higher than 0.05,
indicating the residual data in this research are distributed normally.

3.2.2 Multicollinearity Test

Multicollinearity arise when there is a significant relation among the independent
variable used to generate a linear regression exemplary. A good regression created if the
variables does not contain a multicollinearity problem. Below data is the data presented:

Table 5. Multicollinearity Test

Model Collinearity Statistics
Tolerance VIF
1 (Constant)
Profitability 0.803 1.245
Audit Quality 0.849 1.178
Board Gender Diversity 0.654 1.529
Conservatism Accounting 0.736 1.358
Liquidity 0.722 1.385
Leverage 0.713 1.403
Firm Size 0.661 1.512

a. Dependent Variable: Tax Avoidance

Established on the table, it can be analyzed the tested variable has a VIF value <10 or a tolerance
value > 0.01, which indicates such there is no multicollinearity.

3.2.3 Autocorrelation Test

The goal of the autocorrelation test is to demonstrate varied correlation. The Durbin-
Watson test (DW) is utilized in this study to determine whether the regression model has
autocorrelation. The following is the outcome of the Durbin-Watson test:

Table 6. Result of Autocorrelation Test

Model Summary®
Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin-Watson
1 0.526° 0.277 0.128 0.1512619 2.038

The total sample used is 42, and the independent variables are 7 (k = 7). Based on table 6, the
Durbin-Watson value is 2.038, so the Durbin-Watson table obtains a dU value of 1.9113 and a
dL value of 1.1492. The calculation for 4-d is 2,8087. Because (4-d) >dU So, it can be
concluded that 1.9113 < 2.038<2.8087. Because (4-d) >dU, there is no negative autocorrelation
detected.

3.2.4 Heteroscedasticity Test

The purpose of the heteroscedasticity test is to determine whether or not residuals for all of the
data in the regression exemplary have a variance deviation. As can be observed, the
heteroscedasticity is > 0.05. The Glejser test was utilized in this study to categorize the
existence of heteroscedasticity by regressing the independent variables with the residual
variables and to determine whether a heteroscedasticity issue exists.
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Table 7. Result of Heteroscedasticity Test
Coefficients

Standardized

Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) -0.319 0.348 -0.916 0.366
Profitability -0.011 0.010 -0.201  -1.180 0.246
Audit Quality -0.040 0.031 -0.215  -1.297 0.204
Board Gender 0.012 0.106 0.022 0.116 0.908
Diversity
Conservatism 0.013 0.010 0.242 1.361 0.182
Accounting
Liquidity 0.003 0.004 0.123 0.686 0.498
Leverage 0.013 0.019 0.126 0.700 0.489
Firm Size 0.014 0.011 0.231 1.235 0.225

Based on the data above, in the Glejser test, all independent variables (profitability, audit
quality, board gender diversity, conservatism in accounting, liquidity, leverage, and firm size)
have a significant value > 0.05, which indicates a lack of heteroscedasticity.

3.3 Regression Analysis
3.3.1 F-Test

The F test is used to find the magnitude of the difference in variance between two or
several groups. Below is the decision of the test of F:

Table 8. Result of F-Test

Sum of Squares df Average Square F Sig.
0.301 9 0.033 23.538 .000°

As can be seen from the table 8, it can be analyzed that H,, is not supported and H; is approved.
Due to the significance value for independent and dependent variable is 0.000< 0.05. As a
result, it is possible to conclude that the multiple regression method is possible and the
independent interact with the dependent simultaneously. This conclude that there an influence
on the variable significantly.

3.3.2 Multiple Linear Regression
When two or more independent variables are multiplied together in an interaction test,
the multiple linear regression equation contains an element of interaction.

Table 1 Result of Multiple Linear Regression

Coefficients®

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) 0.371 0.182 2.033 0.050
Profitability -0.029 0.012 -0.529 -2.436 0.021
Audit Quality -0.042 0.018 -0.231 -2.303 0.028
Board Gender Diversity -0.012 0.072 -0.021 -0.163 0.871
Conservatism Accounting 0.000 0.004 0.003 0.034 0.973
Liquidity -0.010 0.002 -0.416 -5.490 0.000
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Leverage 0.030 0.009 0.292 3.438 0.002
Firm Size -0.001 0.006 -0.012 -0.120 0.905
Profitability*BGD 0.031 0.038 0.189 0.809 0.425
AuditQuality*BGD -0.122 0.082 -0.185 -1.481 0.148

Explanation of multiple linear regression model is as follows
Tax Avoidance = 0.371 - 0.029 Profitability - 0.042 Audit Quality - 0.012 Board Gender
Diversity + 0.000 Conservatism Accounting - 0.010 Liquidity + 0.030 Leverage - 0.001
Firm Size + 0.031 Profitability*Board Gender Diversity - 0.122 Audit Quality*Board
Gender Diversity

Explanation:

a. The constant value has a coefficient of regression of 0.371, which implies that if the
independent variable and the control variable are 0, then the amount of tax avoidance
will increase by 37.1%.

b. The profitability is represented by a coefficient of regression of -0.029. According to
the findings, the significance level is 0.021 from a significance level of 0.05 with a
standard coefficient value beta coefficient of -0.0529, so H, is not supported and
H, is approved. Averaging profitability has a negative effect on ETR.

c. Audit quality has a coefficient of regression of -0.042. According to the findings, the
significance level is 0.028 from a significance level of 0.05 with a standard
coefficient value beta coefficient of -0.231. Conclude H,, is not supported and H, is
approved, which conclude that audit quality have a negative effect on tax avoidance.

d. Board gender diversity has a coefficient of regression of -0.012. Based on the
findings, the significance level is 0.871 from a significance level of 0.05 with a
standard coefficient value beta coefficient of -0.021. H, is approved and H, is not
supported, which is why board gender diversity has no significant effect on tax
avoidance.

e. Profitability is related to the board gender diversity, which has a coefficient of
regression of 0.031. The significant value of board gender diversity in moderate
profitability to tax avoidance (Y) is 0.425 < 0.05. H, is approved and H, is not
supported, which is why board gender diversity in the relationship profitability has
no fallout on tax avoidance.

f.  Audit quality is related to board gender diversity, with a coefficient of regression of
-0.122. The significant value of board gender diversity in moderate audit quality to
tax avoidance () is 0.148 > 0.05, and H,, is approved and H,is not supported, which
is why board gender diversity in the relationship of audit quality has no fallout on tax
avoidance.

g. Conservatism accounting presents the findings at a significance level of 0.973 from
asignificance level of 0.05 with a standard coefficient value beta coefficient of 0.003.
This H, is approved and H, is not supported, which is why conservatism in
accounting has no significant effect on tax avoidance.

h. Liquidity has a coefficient of regression of -0.010. Due to the findings, the
significance level is 0.000 from a significance level of 0.05 with a standard
coefficient value beta coefficient of -0.416. Conclude that H, is not supported and
H, is approved, which concludes that liquidity has a negative effect on tax avoidance.

I. Leverage is present with a coefficient of regression of 0.030. Based on the findings,
the significance level is 0.002 from a significance level of 0.05 with a standard
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coefficient value beta coefficient of 0.292. Conclude H,, is not supported and H,, is
approved conclude that leverage has a positive effect on tax avoidance.

J-  Firm size has a coefficient of regression of -0.001. According to the findings, the
significance level of 0.905 from a significance level of 0.05 with a standard
coefficient value beta coefficient of -0.012 H,, is approved and H,is not supported,
which concludes firm size no has a significant effect on tax avoidance.

4. DISCUSSION
4.1 The Influence of Profitability towards Tax Avoidance

Effective Tax Rate (ETR) is well used for this study as part of tax avoidance. From the
results of Table 4.6, profitability has a significance value of 0.0021 < 0.05, which indicates that
profitability has an effect on ETR in the three sectors. In addition, profitability has a negative
coefficient value of -2.436, so it can be interpreted that the profitability variable has a negative
effect on ETR. In accordance with the theory of ETR and tax avoidance, which has an inverse
relationship, the value of the profitability regression coefficient can be read at 2.436 for tax
avoidance. This implies that profitability has a low ETR level. Furthermore, it can also be
concluded that profitability has a positive effect on tax avoidance. So, a higher level of
profitability will generate a lower ETR, indicating higher tax avoidance. From this framework,
high profitability and high tax avoidance. Based on this explanation that profitability has
positive effect on tax avoidance and Hy is supported.
Companies that have high profits will have an influence on increasing the company's tax
burden. The tax burden is a burden of the company and must be issued by the company.
Therefore, companies that are able to generate large profits must also be prepared and managed
as well as possible to pay the taxes that must be paid in accordance with their obligations. In
this research, in line with Devi et al. (2023), Fernandez-Rodriguez et al. (2019), and Dewinta
et al. (2016), the relationship between profitability and tax avoidance was determined to be
positive as a result of the correlation between tax avoidance and profitability levels and vice
versa.

4.2 The Influence of Audit Quality towards Tax Avoidance

From these findings, audit quality has a significance value of 0.028 > 0.05, with the
addition of audit quality having a negative coefficient value of -2.303 on ETR. Hence it can be
interpreted that the audit quality variable has a negative effect on ETR. In accordance with the
theory of ETR and tax avoidance which has an inverse relationship, the value of the audit
quality regression coefficient can be calculated at 2.303 on tax avoidance. This shows that audit
quality has a low ETR level. Furthermore, it can be stated that profitability has a positive effect
on tax avoidance. So that H, is supported.
According to the result that has been made, the higher the audit quality, the lower the ETR
level. The lower ETR level indicates higher tax avoidance. Audit quality can also be measured
by looking at the opinions generated by the auditors. The better the audit quality, the more
opportunities or gaps there are to manipulate income statements and create loopholes within
the company. Furthermore, even though the company uses a big non-public accounting firm to
generate an unqualified opinion, the action taken in an effort to stop tax avoidance does not
necessarily mean that the business does not engage in tax avoidance. Due to this, the auditor's
task is only to examine whether the financial statements are presented fairly or not. Since the
tax avoidance is done using loopholes in regulations and not breaking any rules, an audited
financial report will show that there is no misstatement and that the company is fully obligated
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to comply with the standard. It can be interpreted that audit quality has a positive effect on tax
avoidance, like studies by Wijaya (2023), Marzuki et al. (2021), and Yudha et al. (2019).

4.3 The Influence of Board Gender Diversity in Moderating Relationship between
Profitability towards Tax Avoidance

Result shown that the influence of profitability on tax avoidance has not been moderated
by board gender diversity as the significance value is above the critical value (0.425 > 0.05)
Established on the research, it appears that board gender diversity has not moderated the
relationship between profitability and tax avoidance, so H, is rejected. Board gender diversity
is not able to weaken the effect of profitability on tax avoidance.

The company will continue to increase its profitability value and reduce its effective tax
rate, both in the presence of female directors and as long as there is no audit from the tax
authority regarding the tax payments. It can be said that the gender of the directors is not a
barrier to contributing a professional attitude at work (Mala &Ardiyanto, 2021). Hence,
whatever the gender of the director, they could work professionally without being distracted by
the inherent traits embodied in each gender classification. In addition, it is also strengthened by
the research of Zhang et al. (2022) that the presence of female directors on the board has no
effect on decisions on tax avoidance practices due to the low level of gender diversification of
directors, so they cannot influence tax avoidance decisions in companies.

4.4 The Influence of Board Gender Diversity in Moderating Relationship between Audit
Quality towards Tax Avoidance

The result shown in the table shows that audit quality moderated by board gender
diversity has a significance value of 0.229 > 0.05 for tax avoidance. Based on the research, it
appears that board gender diversity is not able to weaken the positive effect of audit quality and
tax avoidance, and it is therefore rejected. This means that the effect of audit quality on
corporate tax avoidance is not emphasized in companies that have high board gender diversity.
Board gender diversity is a direct influence, not moderating the relationship between audit
quality and tax avoidance. In actuality, women have a strong propensity to hire auditors of high
quality to maintain the company's reputation. The percentage of women is lower and negligible
compared to the percentage of men. This inadequacy of women directors stems from the low
number of women serving at senior management levels. Besides, regarding the difference in
traits that are embedded in women and men, it will not be sufficient to influence their work
performance. It can be argued that they are able to work professionally in accordance with their
job responsibilities. Therefore, whatever the gender in the boardroom, the board performance
remains the same.

5. CONCLUSION
5.1 Conclusion

The scope of this study was to examine the influence of profitability and audit quality on
tax avoidance, moderated by board gender diversity. This study employs a quantitative
methodology that uses numerical data and statistical analysis to test hypotheses in the three
sectors of mining, technology, and transportation and logistics for the 2019-2021 period. Thus,
the following research can be concluded: first, the regression shows that profitability has a
negative effect on tax avoidance. Companies that have high profits will have an influence on
increasing the company's tax burden. Therefore, companies that are able to generate large
profits must also be prepared and managed as well as possible to pay the taxes that must be paid
in accordance with their obligations. This statement is supported by Riza (2022), Hidayah et al.
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(2020), and Safitri & Muid (2020). The higher the profitability, the higher the operating profit
the company produces at a low-cost level, so that the company will not practice tax avoidance
on the company's net profit. This is because the company is capable and can manage its tax
planning well so that tax payments are not too high. So, the higher the profit generated by the
company, the less the policy of tax avoidance will be reduced because the company is able to
pay taxes as an obligation.

Second, the final result of the audit has a negative effect on tax avoidance. Audit quality
can also be measured based on the opinions generated by the auditors. The better the audit
quality, the more opportunities or gaps there are to manipulate income statements and create
loopholes within the company. This statement is supported by Kanagaretnam et al. (2016),
Asadanie & Venusita (2020), and Khairunisa et al. (2017). Third, the final result of board
gender diversity as moderating role of regression on the relations between profitability and tax
avoidance implies that it has no effect. The company will continue to increase its profitability
value with or without the presence of women on the board of directors. This is due to the fact
that the duties of the board of directors in supervising and providing advice on the directors'
policies for tax avoidance are not based on gender.

Forth, the final result of board gender diversity on the relations between audit quality and
tax avoidance concludes that it has no effect. This is due to the fact that the appearance of
women in the middle of the board of directors does not affect the quality of the audit. Even
though, in actuality, women have a strong propensity to hire auditors of high quality to maintain
the company's reputation (Lai et al., 2017). But the percentage of women is lower and negligible
compared to the percentage of men in this research. Last, considering the explanation provided,
it can be ensured that the practice of tax avoidance in the mining, technology, and transportation
and logistics sectors is carried out by maximizing the potential provided by the appropriate tax
regulations. For this reason, the factors that influence tax avoidance practice need to be
monitored by the government, especially by tax authorities. The implication of this study is that
if the directors and auditors of the company get attention, considering that they also decrease
the amount of tax that must be paid but also focus on risk for the good reputation of the
company,.

This study makes both theoretical and practical contributions. This paper contributes to
the relatively limited literature on how characteristic audits affect tax avoidance. Finally, by
conducting this research, we contribute to the ongoing discussion concerning the development
of tax avoidance policies and practices. This research suggests that having both male and female
directors who conduct business in the organization can still work professionally, and this can
be an effective policy for the company to recruit employees regardless of gender. Furthermore,
this study builds on and extends earlier studies by adding one that comes from audit
characteristics, audit quality, as an independent variable, allowing the study to be more
interesting to test other variables. Future research can expand this study by replacing the
moderating variable with another possible factor, such as financial distress, earnings
management, or corporate governance (audit committee, CEO expertise).

Practically, this study makes a number of contributions. Firstly, policymakers can utilize
this study to understand how profitability fluctuates over time and how tax burdens are
correlated with these changes. Additionally, the implementation of good corporate governance
instruments suggests management needs to be given the authority to choose whether to pay
taxes and to limit tax avoidance tactics on behalf of the company. Secondly, the government
should review and improve the tax allowance regulations in order to increase tax revenue
collection.
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5.2 Limitation

The limitations of this research include: (1) researchers used a limited sample, namely only 14
companies and 3 years in the 2019-2021 period in the 3 sectors such as mining, technology,
transportation, and logistics. (2) There are many variables that might affect tax avoidance, but
this study only looks at them from the perspective of corporate profitability and audit quality,
and (3) the data on the board shows that gender diversity for women directors is very low
because many companies do not have at least one woman on the board of directors in all three
sectors.
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