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ABSTRACT  

This study aims to provide empirical evidence on the effect of political 

connections on tax avoidance practices, as well as the effect of electoral year 

moderation on the effect of political connections on tax avoidance practices 

of companies listed on the Indonesia Stock Exchange between 2013 and 2019. 

The results of the analysis of 108 samples show that the political connections 

of the board of commissioners have a negative insignificant effect on tax 

avoidance. The electoral year cannot moderate, strengthen, or weaken the 

influence of the board of commissioners' political ties to tax avoidance. 

Furthermore, this study also discovers a significant negative effect of the 

board of commissioners' political connections on tax avoidance in companies 

with a high level of leverage.  
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I. INTRODUCTION 

Almost all countries in the world, including Indonesia, rely 

on state income from the tax sector. The Posture of the State 

Revenue and Expenditure Budget (APBN) in 2019 released 

by the Directorate General of Taxes noted that 82.5% of state 

income came from the tax sector [1]. Corporate income tax is 

a major concern for both businesses and governments. The 

company tries to manage tax obligations efficiently to reduce 

corporate tax costs, but the government also has a 

responsibility to maximize state revenues from the tax sector. 

The amount of tax liability arising from taxpayers' business 

encourages many tax avoidance practices. Recent research on 

tax highlights that aggressive tax avoidance is risky [2] and 

[3]. Overly aggressive tax planning can be associated with the 

risk of falling stock prices [4]. As a result, for a sample of 

international firms, political connections are positively 

related to corporate risk-taking [5], because political 

connections serve as an insurance mechanism against extreme 

events [6]. In other words, connected firms may engage more 

in tax planning because of the higher risk-taking tendencies 

caused by political connections. 

Several researchers have previously investigated the 

relationship between political connections and tax avoidance. 

According to research [7], the entrenchment effect of 

controlling shareholders has a negative effect on tax 

avoidance. The role of external audit quality and 

commissioners has not been shown to weaken the relationship 

between controlling shareholders' entrenchment and tax 

avoidance [8]. Political connections have a negative effect on 

tax avoidance [9]. The Panama Papers and Paradise Papers 

data demonstrate the extent of the potential for tax avoidance 

[10]. This is supported by the finding of the Indonesian Forum 

for Budget Transparency (FITRA), which claims that tax 

avoidance in Indonesia totals Rp. 110 trillion per year [11]. 

These findings are consistent with previous research [8], [12], 

and [13] which concluded that political connections have a 

significant effect on tax avoidance. According to the findings 

of a study conducted on companies listed on the Indonesia 

Stock Exchange between 2007 and 2013, politically 

connected companies pay lower corporate income taxes than 

non-politically connected companies [14]. The legislative 

structure in Indonesia, many of whom are businessmen as 

members of the House of Representatives (DPR), is indicated 

to have affiliations with as many as 1,016 limited liability 

companies in various sectors, with a dominance of 45.5 % or 

262 people from 575 members of the DPR for the 2019-2024 

term of office [15]. Political connections in the executive and 

legislative branches do not violate the rules legally, but it is 

difficult to separate personal or group interests from state 

interests ethically. 

This study differs from previous research in several ways. 

First, this study examines not only the effect of political 

connections on tax avoidance but also the effect of the 

electoral year on tax avoidance practices. The electoral year 

determines the direction of political power to gain access to 

benefits from the government's strategic policies so that 

politically affiliated companies are more likely to provide a 

stage for these politicians to gain more votes when the general 

election is held. Second, most previous studies focused on 
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determining tax aggressiveness using the Effective Tax Rate 

(ETR), GAAP ETR, and Cash ETR. In this study, tax 

aggressiveness was measured using Abnormal Book-Tax 

Differences (ABTD), which were calculated from the residual 

value of the regression estimation model of Book-Tax 

Differences [16]. ABTD is considered to be more accurate in 

measuring tax aggressiveness because it contains information 

that can reveal the difference in book value between 

accounting profit and fiscal profit managed by company 

management.  

Third, in determining the object of research, this study has 

a more specific focus. The researchers focus on companies 

that have characteristics and indications of political 

affiliation, which can be seen through the company name, 

management structure, and the appointment of political party 

elites to fill certain positions in the government. The 

composition of the board in this study focuses on the board of 

commissioners since this position holds a very strategic place 

in the company and has the authority to oversee the company. 

The following section of this article will explain the 

theoretical foundation and hypothesis development, as well as 

the methodology and research findings. The conclusion, 

limitations, and recommendations for future research are 

presented in the final section of this article. 
 

II. THEORETICAL BASIS AND HYPOTHESIS DEVELOPMENT 

A. Political Connection and Tax Avoidance 

Political connections are the company's strategy for 

establishing and maintaining positive relationships with 

politicians through lobbying, political donations, campaign 

contributions, or the appointment of politicians or bureaucrats 

to boards of directors. In other words, fostering political 

connections is an important strategy for businesses seeking to 

influence the government in designing favorable policies. 

Companies with political connections will have easier access 

to capital loans, government protection, and low tax audit 

risk, causing companies to be more aggressive in tax 

planning, which impacts the opacity of financial transparency 

[8] and [12]. With political connections, the company can 

obtain a variety of benefits. Even if a financial crisis occurs, 

the company will easily obtain government bailout funds 

[17]. 

Agency theory describes the existence of information 

asymmetry between owners and company management. The 

assumption underlying agency theory is that there are two 

distinct interests between owners and management, with each 

party attempting to achieve the desired results. In less-than-

ideal conditions or when there is information asymmetry 

between management and company owners, it can provide 

opportunities for management to engage in opportunistic 

earnings management [18]. Agency theory is widely used to 

observe and explain the relationship between the principal 

and the agent, as well as how to minimize the cost of conflict 

of interest [19]. Political connections can be thought of as an 

implicit contract between a company and politicians or 

bureaucrats, with the company serving as the principal and 

politicians or bureaucrats acting as agents [20]. Companies 

seek to gain favorable policies and preferential access to 

government resources by utilizing politicians or bureaucrats 

[21]. 

This argument is consistent with the Resource Dependence 

Theory, which holds that political connections enable firms to 

reduce the uncertainty associated with unfavorable regulation 

[22]. Politically connected companies do not want to pursue 

a tax avoidance strategy because the company's ties to the 

government have increased public scrutiny, and such tax 

avoidance will damage the reputation of the company as well 

as politicians affiliated with the company [23]. Tax avoidance 

can be a risky activity if it leads to social sanctions such as a 

consumer boycott. Based on this, we propose the following 

hypothesist: 
 

H1: Political connections affects negatively toward tax 

avoidance 

B. Pol1itical Connection, Electoral Year, and Tax 

Avoidance  

A relational political connection (RPC) is developed 

through trust and goodwill. Companies maintain long-term 

relational connections over time, even across regimes, due to 

shared political ideologies. Ideology is regarded as the most 

important factor in establishing political connections, so 

politicians tend to be opportunistic [19]. When the political 

regime changes, it also necessitates good adaptation to 

maintain connections, even if this weakens the connection 

when the ruling regime does not share the same ideology due 

to the reduced closeness. Politicians will fight to win political 

contestation through general elections by enacting the 

ideology that they deem appropriate. 

The incumbent politician strives to maintain his reputation 

and increase his popularity as a tax-abiding citizen who has 

contributed to the country. For the sake of their reputation, the 

researchers suspect that politicians will use available 

resources to increase voter turnout during the general election 

by putting pressure on businesses to pay higher taxes. 

Increased tax payments will give politicians the impression 

that they have made significant contributions to the country. 

Therefore we formulate the second hypothesis as follows:  

 

H2: The electoral year strengthens the negatively affects of 

political connections on tax avoidance. 

 
 

III. RESEARCH METHODOLOGY 

A. Population and Sample  

The object of this study was the companies listed on the 

Indonesia Stock Exchange in the period from 2013 to 2019. 

The sampling technique used was purposive sampling. The 

inclusive criteria are as follows: 1) companies affiliated with 

political figures; 2) use of the rupiah currency; and 3) no 

outliers based on skewness and kurtosis analysis. Based on 

these criteria, 108 samples of observations were obtained 

which were then analyzed in this study. 
 

B. B. Operational Definition and Variable Measurement  

Tax avoidance was measured using Abnormal Book Tax 

Differences (ABTD), which were calculated from the 

estimated residuals of the Book Tax Differences (BTD) 

regression model [24]. ABTD is considered to be more 

accurate in measuring tax avoidance because it contains 

information that can reveal the difference in book value 
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between accounting profit and fiscal profit managed by 

company management. The greater the difference between 

accounting profit and fiscal profit as a result of the company's 

bookkeeping, the greater the ABTD value. This value denotes 

that the company is more aggressive in its tax avoidance 

efforts. Operational definitions and measurement of variables 

used in this study are presented in Table I. 

 
 

TABLE I: OPERATIONAL DEFINITION AND VARIABLE MEASUREMENT 

NO Research Variable Indicator Measurement Scale Source 

 Dependent Variable 

1 

Tax Avoidance 

ABTD 
𝐵𝑇𝐷𝑖𝑡 =  𝛽0 +  𝛽1∆𝐼𝑁𝑉𝑖𝑡 + 𝛽2∆𝑅𝐸𝑉𝑖𝑡 + 𝛽3𝑁𝑂𝐿𝑖𝑡

+ 𝛽4𝑇𝐿𝑈𝑖𝑡 + 𝛽5𝐵𝑇𝐷𝑖𝑡−1
+ 𝜀𝑖𝑡 

Ratio [24] 

Measured using Abnormal 

Book Tax Differences (ABTD) 
obtained from the estimated 

residuals of the Book Tax 

Differences (BTD) regression 
model 

 Independent Variable 

2 

Commissioner Political 

Connections 

PC_COM 

𝑃𝐶𝐶𝑂𝑀

=
𝑀𝑒𝑚𝑏𝑒𝑟𝑠 𝑜𝑓 𝑡ℎ𝑒 𝑝𝑜𝑙𝑖𝑡𝑖𝑐𝑎𝑙𝑙𝑦 𝑐𝑜𝑛𝑛𝑒𝑐𝑡𝑒𝑑 𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟

𝑚𝑒𝑚𝑏𝑒𝑟𝑠 𝑜𝑓 𝑡ℎ𝑒 𝑏𝑜𝑎𝑟𝑑 𝑜𝑓 𝑐𝑜𝑚𝑚𝑖𝑠𝑠𝑖𝑜𝑛𝑒𝑟𝑠
 

Ratio [24] 

Measured from the ratio 

between proportion of political 

connection of members of the 
board of commissioners and 

the total number of members of 

the board of commissioners 

 Moderating Variables 

3 

Electoral Years 

EY 

Dummy 1 (one) = financial statements were published during 

the electoral year 

Dummy 0 (zero) financial statements were not published during 

the electoral year 

Dummy [25] 
Measured by dummy variables 

for the years of publication of 
financial statements, whether 

during the electoral year or not  

 Control Variable  

4 

Profitability 

ROA 

 

𝑅𝑂𝐴 =
𝐸𝐴𝑇

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

Ratio [8] 
Measured from the ratio 

between earning profit and 
total assets 

5 
Leverage 

LEV 𝐿𝐸𝑉 =
𝑇𝑜𝑡𝑎𝑙 𝑜𝑓 𝐷𝑒𝑏𝑡

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 Ratio [8] Measured from the proportion 

of debt and total assets 

6 

Firm Size 

SIZE SIZE = Ln (Total Assets) Ratio 
[26] 

 

Calculated using natural 
logarithm from the total assets 

of the company 

7 

Firm Age 

AGE AGE = Ln (Firm Age) Ratio [27] 

Measured by calculating the 

company's age from its first 

IPO to the year the study was 
conducted and then 

transformed it to the natural 

logarithm 

 

C. Data Analysis and Hypothesis Testing  

This study used panel data regression analysis techniques 

to test the hypothesis. A model specification test was 

performed prior to regression analysis to select the best 

regression model. The model specification tests used were the 

Chow test, Hausman test, and the Lagrange Multiplier test. 

Furthermore, the classical assumption test was carried out to 

ensure that the regression model was free from the classical 

assumption problem. The following is the regression equation 

used in this study: 

 

𝐴𝐵𝑇𝐷𝑖𝑡 =  𝛼0 + 𝛼1𝑃𝐶𝐶𝑂𝑀𝑖𝑡
+ 𝛼2𝐸𝑌𝑖𝑡 + 𝛼3𝑅𝑂𝐴𝑖𝑡

+ 𝛼4𝑆𝐼𝑍𝐸𝑖𝑡 +  𝛼5𝐿𝐸𝑉𝑖𝑡 + 𝛼6𝐴𝐺𝐸𝑖𝑡 +  𝜀𝑖𝑡 

 

where 

ABTD : Abnormal Book Tax Differences; 

PC_COM : Political Connection of Board of 

Commissioners; 

EY : Electoral Yea;r 

ROA : Return On Asset; 

SIZE : Natural Logarithm of Firm Size;  

LEV : Leverage of the Company; 

AGE : Natural Logarithm of Company’s Age; 

 𝜀𝑖𝑡 : Error Term. 

 

IV. RESULTS AND DISCUSSION 

A. Descriptive Statistics 

Based on Table II ABTD has mean value -0.029, highest 

score 0.206, lowest score -0.216. PC_COM has mean value 

0.125, mode 0 that appears 75 times. Highest score 0.800 and 

lowest score 0.000. EY has mode value most often appears is 0 

(zero) as much as 78 times and value 1 (one) as much as 30 times. 

Control variables in the study include ROA, SIZE, Leverage 

and AGE. ROA has mean value of 0.003, highest score 0.608 

and lowest score -0.595. SIZE has mean value Rp 6.49 trillion 
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with a highest score of Rp 19.52 trillion and a lowest score 

Rp 776.2 billion. Laverage has mean value 0.517 with highest 

score 0.869 and lowest score 0.121. AGE has mean value 

14.06 years, highest with 21 years old and lowest with 9 years 

old. 

B. Regression Analysis 

According to Chow test, Hausman test, and Lagrange 

Multiplier test, it was decided that the most suitable model 

was the fixed effect. The test was continued with normality 

test, heteroscedasticity test, multicollinearity test, and 

autocorrelation test and the test model showed that the 

regression model was free from the classical assumption 

problem. The results of the panel regression analysis are 

presented in Table III below. 

The regression test results indicate that the PC_COM 

variable has no significant effect on ABTD, with a coefficient 

level of -0.017275 and a p-value of 0.6157. The first 

hypothesis, which states that political connections have a 

negative effect on tax avoidance, is rejected by the test results. 

This can be interpreted as the board of commissioners taking 

care of the risks that may arise if they use political 

connections to avoid paying taxes. Aggressive tax avoidance 

is risky [2] and [3]. Aggressive tax planning is associated with 

the risk of falling stock prices [4]. The results of this test are 

consistent with previous research [24]. The EY variable does 

not have a significant effect on the ABTD of 0.7765. ROA 

has no significant effect on ABTD with a value of 0.3892. 

Leverage has a significant effect on the ABTD variable with 

a value of 0.0028. Size has a significant effect on ABTD with 

a value of 0.0000. Company age or AGE has no significant 

effect with a value of 0.1626. 

 

TABLE II: DESCRIPTIVE STATISTICS 

 
TABLE III: REGRESSION ANALYSIS 

Variabel Coeff. t-statistic p-value 

C 0.063537 0.850942 0.3968 

PC_COM -0.017275 -0.503464 0.6157 

EY 0.004524 0.284639 0.7765 

ROA -0.053059 -0.864747 0.3892 

SIZE 0.104218 5.931966 0.0000 

LEVERAGE -0.124889 -3.058636 0.0028 

AGE -0.083779 -1.406553 0.1626 

R2 0.320456   

Adj R2 0.280087   

F-value 7.938185   

Sig. 0.000001   

N 108   

Data processing results.   

 

C. Moderated Regression Analysis (MRA) Test 

The purpose of this interaction test was to see if the EY 

variable could moderate the independent variable with the 

dependent variable. Table IV summarizes the results of the 

MRA analysis. 
 

TABLE IV: MODERATING TEST 

Variabel Coeff. t-statistic p-value 

C 0.061308 0.821995 0.4130 

PC_COM -0.038515 -0.987007 0.3260 

EY -0.005675 -0.311319 0.7562 

ROA -0.066925 -1.071313 0.2866 

SIZE 0.105469 6.000115 0.0000 

LEVERAGE -0.128011 -3.132560 0.0023 

AGE -0.078671 -1.318969 0.1902 

MODERATING 0.090107 1.137351 0.2581 

R2 0.329134   

Adj R2 0.282174   

F-value 7.008731   

Sig. 0.000001   

N 108   

Data processing results. 

 
  

The MRA test results show that the leverage and SIZE 

variables have a significant effect on ABTD with values of 

0.0023 and 0.0000. The PC_COM, EY, ROA, and AGE 

variables have no significant effect. In this test, moderation is 

a variable used to test the ability of the EY variable to 

moderate between PC_COM and ABTD. The moderating 

value in the test is 0.2581, indicating that the EY variable does 

not have the ability to moderate PC COM and ABTD. The 

second hypothesis, that the electoral year exacerbates the 

negative effect of political connections on tax avoidance, is 

rejected. In terms of tax avoidance, the electoral year, which 

becomes the political year for the implementation of general 

elections in Indonesia, has no significant effect. 

D. Additional Analysis 

There are two variables that have a significant effect, 

namely the leverage variable, which has a significance value 

of 0.0028, and the size variable, which has a significance 

value of 0.0000. With this reference, the researchers 

conducted an in-depth study that included group regression 

with a focus on three variables. 

 
TABLE V: ANALYSIS OF VARIABLE EY 

Variabel 
Dummy 0 Dummy 1 

Coeff. t-statistic p-value Coeff. t-statistic p-value 

C 0.0790 0.9233 0.3589 -0.0689 -0.4066 0.6879 

PC_COM -0.0404 -1.0186 0.3118 0.0850 1.0671 0.2965 

ROA -0.0325 -0.4226 0.6738 -0.1544 -1.2860 0.2107 

SIZE 0.1164 5.7295 0.0000 0.0780 2.1437 0.0424 

LEV -0.1360 -2.7130 0.0083 -0.0910 -1.2268 0.2318 

AGE -0.0966 -1.4183 0.1604 0.0287 0.2131 0.8330 

R2 0.3800   0.2351   

Adj R2 0.3370   0.0757   

F-value 8.8290   1.4756   

Sig. 0.0001   0.2345   

N 78   30   

Data processing results. 

 
    

 ABTD PC_COM EY ROA SIZE LEVERAGE AGE 

Mean -0.0294330 0.12536000 0.27777800 0.0033950 6.492360 0.517480 14.0648100 

Modus #N/A 0 0 #N/A #N/A #N/A 18 

Maximum 0.20637690 0.80000000 1.00000000 0.60887800 19.5254100 0.86967800 21.0000000 

Minimum -0.21631430 0.00000000 0.00000000 -0.59593900 0.77625800 0.12109400 9.00000000 

Std. Deviation 0.08653270 0.21750500 0.44999100 0.12710800 0.40724900 0.19331300 0.12481000 

Observation 108 108 108 108 108 108 108 

Source: Data processing results.       
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Table V is a data collection that includes dummy 0 for data 

collected prior to the electoral year, and dummy 1 for data 

collected during the electoral year. It is known that the size 

and leverage variables have a significant influence on the 

dummy 0 (zero) group, with values of 0.0000 and 0.0083, 

respectively. When the general election is not held, 

companies with high total assets and leverage encourage tax 

avoidance practices due to the high volume of business, 

resulting in lower savings and tax costs. Dummy group 1 

(one) contains variable size, which has a significant value of 

0.0424, while leverage has no effect. Debt is a legal obligation 

that is considered a company's financial burden with a fixed 

mechanism that is bound by an agreement and has severe 

legal ramifications. During an electoral year, things are 

different. Because of the high exposure of political figures 

affiliated with the company, companies with high and low 

debt tend to be tax compliant and obedient. 

 
TABLE VI: ANALYSIS OF VARIABLE LEVERAGE 

Variabel 
< 0.5367 > 0.5367 

Coeff. t-statistic p-value Coeff. t-statistic p-value 

C 0.1946 1.7310 0.0899 -0.1016 -1.1340 0.2624 

PC_COM 0.0200 0.4699 0.6405 -0.1576 -1.9000 0.0634 
ROA 0.1291 1.2438 0.2196 -0.0896 -1.2906 0.2030 

SIZE 0.1144 4.0146 0.0002 0.1211 5.1929 0.0000 

EY 
-

0.0042 
-0.1711 0.8648 0.0048 0.2437 0.8085 

AGE 
-

0.2560 
-2.6497 0.0109 -0.0109 -0.1376 0.8911 

R2 0.3215   0.3833   

Adj R2 0.2508   0.3191   

F-value 4.5490   5.9686   
Sig. 0.0017   0.0002   

N 54   54   

Data processing results. 

 
    

Table VI has a median value of 0.5367, which separates 

company data. It is known that the size and age variables have 

a significant effect in the group of companies with leverage 

below the median, with values of 0.0002 and 0.0109, 

respectively. Size is similar to the previous regression, which 

produced significant results, so it can be concluded that 

leverage below the middle value has a significant effect on 

tax avoidance. Low debt but high total assets encourage 

companies to avoid taxes because of the tendency of less 

productive assets so that company efficiency by reducing tax 

costs is an option. Age has a significant effect on tax 

avoidance because when a company's debt is low but its total 

assets are high, and the company's age is long enough, it 

encourages company management to do more mature tax 

planning. 

In the group above the median value, the size variable has 

a significant effect on tax avoidance. This result is the same 

as the equation model based on the group below the median, 

so it can be concluded that the size of the company has a 

significant effect on tax avoidance regardless of the leverage 

value of the company. The higher the company's debt burden, 

the higher the costs incurred, so tax avoidance is one of the 

possible policies to pursue. 

The score of the PC variable is almost close to the 

significant value of 0.0634 at the 10% level in the additional 

analysis of Table VI with the group regression model 

separating the leverage variable above the median value of 

0.5367200. According to the test results, when the data is 

divided into two, the PC_COM variable begins to show a 

significant value to tax avoidance when the company has a 

high leverage value. It can be explained that when the 

company has a high debt value, the company's assets will 

increase. High leverage indicates that creditors have a high 

level of trust in company executives. As one of the 

requirements for applying for debt, the board of 

commissioners is one of the parties who signs the financial 

statements. As a result of the board of commissioners' 

guarantee of security in access to government resources, 

creditors can distribute funds more easily 
 

TABLE VII: ANALYSIS OF VARIABLE SIZE 

Variabel 
< Rp. 4,45 T > Rp. 4,45 T 

Coeff. t-statistic p-value Coeff. t-statistic p-value 

C 0.2708 2.5012 0.0158 -0.0072 -0.0674 0.9465 

PC_CO

M 
-0.0294 -0.6362 0.5277 -0.0644 -1.1652 0.2497 

ROA -0.3461 -4.0162 0.0002 0.1425 1.6803 0.0994 

LEV -0.1748 -2.9359 0.0051 -0.0902 -1.5378 0.1307 

EY 0.0145 0.7968 0.4295 -0.0091 -0.3652 0.7165 

AGE -0.2188 -2.6354 0.0113 0.0562 0.6502 0.5187 

R2 0.4385   0.1968   

Adj R2 0.3800   0.1131   

F-value 7.4971   2.3524   

Sig. 0.0029   0.0546   

N 54   54   

Data processing results. 

 
   

Table VII shows a regression equation model based on 

dividing the size variable into two with a median value of IDR 

4.45 trillion or 0.6492882 if converted to a logarithmic model. 

There are three variables that have a significant effect in the 

group whose sample is below the median, namely ROA, 

leverage, and age. A high ROA demonstrates the ability of a 

company's productive assets to generate profits. High profits 

with few assets are more likely to encourage companies to 

avoid paying taxes because the tax costs that arise cause 

company management to consider shifting to sectors that are 

more profitable for the company. Leverage and age have a 

significant effects on tax avoidance because companies with 

low total assets are not yet productive enough to save costs, 

including taxes. High leverage combined with low assets will 

have a significant effect on the company's finances, 

particularly liquidity to meet obligations. The maturity of 

management in managing tax policy is related to the age of 

the company. The mature age of the company will make tax 

accounting policies more precise because it is assumed that 

the size of the tax paid does not have a direct impact on the 

company. 

There is no significant variable in the group with total 

assets exceeding Rp 4.45 trillion. These findings can be 

interpreted as indicating that companies with large total assets 

are more likely to be tax compliant because companies with 

large assets have a greater chance of being exposed to the 

public. Large assets allow investors to enter the political arena 

and position themselves as role models for the community. 

This is consistent with the number of investors who choose to 

be philanthropists, so it would be unfortunate if they 

encountered legal or tax issues. 
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V. CONCLUSION 

This study aims to determine the influence of political 

connections on tax avoidance, with the electoral year variable 

serving as a moderating variable. According to the findings, 

the political connection of the board of commissioners has an 

insignificant negatively affects on tax avoidance. This study 

also shows that the electoral year has no effect on the effect 

of the board of commissioners' political connections on tax 

avoidance.  

This study's additional analysis reveals that variable size 

and leverage have a significant affects on tax avoidance. 

When a company's leverage value is high, the value of 

political connections rises to near-significant levels. When 

faced with high debt, companies have a tendency to use 

political connections because it ensures that politically 

affiliated companies are more likely to be bailed out during 

times of economic hardship [6] and [17].  

 

VI. LIMITATION AND SUGGESTION 

There are several limitations in this research, as well as 

suggestions for future research. First, because the samples 

came from a variety of companies, the data obtained varied in 

terms of asset composition as well as accounting policies used 

in preparing financial statements. As a result, future research 

is expected to focus more on companies with similar 

characteristics in order to obtain similar data, resulting in 

more precise information. 
Second, this research only searches the mass media and the 

internet for political connections by certain parties that are 

thought to have a basis and affiliation to political power in 

terms of parties, power holders, and legislators. As a result, 

future research will likely include other media in order to 

obtain more extensive and detailed information on political 

connections, such as the KPU (General Elections 

Commission) database, Bawaslu (General Election 

Supervisory Agency), legislative institutions, or political 

parties. 

Third, electoral year data focusing on the general election 

of the President, DPR, MPR, and DPD are less than non-

electoral year data. It is preferable to extend the research 

period or to concentrate on the data during the electoral year. 
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