
THE USA JOURNALS 

THE AMERICAN JOURNAL OF MANAGEMENT AND ECONOMICS INNOVATIONS (ISSN- 2693-0811)             
VOLUME 06 ISSUE03 

                                                                                                                    

  

 7 

 

https://www.theamericanjournals.com/index.php/tajmei 

PUBLISHED DATE: - 02-03-2024 
DOI: - https://doi.org/10.37547/tajmei/Volume06Issue03-02                                                                                    PAGE NO.: - 7-13 
 

 
 

DIVING INTO CORPORATE STRATEGIES: RISK, SIZE, 
FISCAL LOSS COMPENSATION, AND TAX AVOIDANCE  
 

 

   Diah Widodo 
  Accounting Department, Muhammadiyah University of Malang, Malang, Indonesia 

 

 

INTRODUCTION 

In the realm of corporate finance and 
governance, understanding the intricate 
interplay between company risk, size, fiscal loss 
compensation, and tax avoidance strategies 
holds paramount importance for stakeholders, 
regulators, and policymakers. This study 
embarks on an exploration of these pivotal 
dimensions within the context of Indonesian 
Islamic companies, shedding light on their 
dynamics and implications. 

Indonesia's Islamic finance sector has 
witnessed substantial growth in recent years, 
reflecting the increasing prominence and 
relevance of Islamic financial principles within 
the country's economic landscape. As Islamic 
companies navigate the complexities of global 
markets and regulatory frameworks, it becomes 
imperative to analyze how they manage 
inherent risks, respond to fiscal challenges, and 
optimize tax planning strategies. 

Company risk, a fundamental aspect of 
corporate governance and decision-making, 

encompasses various dimensions, including 
financial, operational, and strategic risks. 
Understanding the risk profile of Islamic 
companies and its interaction with other factors 
such as company size and fiscal loss 
compensation mechanisms provides valuable 
insights into their resilience and sustainability 
in dynamic market environments. 

Company size, often measured by various 
financial metrics such as assets, revenue, and 
market capitalization, influences a company's 
ability to absorb risk, access capital markets, 
and implement effective governance structures. 
Exploring the relationship between company 
size and risk management practices offers 
valuable insights into the strategic decisions 
and operational capabilities of Islamic 
companies in Indonesia. 

Fiscal loss compensation mechanisms, 
including tax credits, incentives, and 
deductions, play a pivotal role in mitigating 
financial losses and incentivizing investment 
and innovation. Understanding the utilization of 
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fiscal loss compensation mechanisms by Islamic 
companies provides insights into their financial 
management strategies and compliance with 
regulatory frameworks. 

Tax avoidance strategies, while legal, raise 
important ethical and governance 
considerations for Islamic companies. 
Analyzing the factors influencing tax avoidance 
behavior and its implications for corporate 
governance and fiscal policy contributes to a 
deeper understanding of the ethical dimensions 
of tax planning and compliance in Islamic 
business contexts. 

Against this backdrop, this study seeks to 
unravel the intricate relationships between 
company risk, size, fiscal loss compensation, 
and tax avoidance strategies within Indonesian 
Islamic companies. By offering insights into the 
dynamics and implications of these dimensions, 
the study aims to inform policy discussions, 
regulatory frameworks, and corporate 
governance practices in the Indonesian Islamic 
business landscape. Through this exploration, 
stakeholders can gain valuable perspectives on 
risk management, fiscal policy, and ethical 
considerations within Islamic finance, 
contributing to the sustainable development 
and resilience of Indonesian Islamic companies. 

 

METHOD 

The process of understanding company risk, 
size, fiscal loss compensation, and tax avoidance 
strategies among Indonesian Islamic companies 
involved several key steps. Initially, a 
comprehensive dataset comprising financial 
statements, corporate governance reports, and 
tax filings was collected from regulatory bodies 
and financial databases. This dataset provided a 
foundation for analyzing the financial and tax-
related characteristics of Indonesian Islamic 
companies. 

Variable definitions were established to 
quantify and measure company risk, size, fiscal 

loss compensation, and tax avoidance. Company 
risk was assessed using a combination of 
financial ratios, market volatility indicators, and 
qualitative assessments of strategic and 
operational risks. Company size was quantified 
using financial metrics such as total assets, 
revenue, and market capitalization. Fiscal loss 
compensation mechanisms were identified 
through an analysis of tax laws, regulations, and 
corporate tax filings, while tax avoidance 
strategies were evaluated using both 
quantitative metrics and qualitative 
assessments. 

Statistical analysis techniques were then 
applied to explore the relationships among 
company risk, size, fiscal loss compensation, 
and tax avoidance strategies. Descriptive 
statistics provided an overview of the sample 
characteristics, while correlation analysis 
identified associations between key variables. 
Regression analysis techniques, such as 
multiple regression and logistic regression, 
were employed to model the relationships 
between independent and dependent variables 
while controlling for relevant covariates. 
Robustness checks and sensitivity analyses 
were conducted to validate the findings and 
assess the stability of the regression models. 

Throughout the research process, ethical 
considerations were paramount. Data privacy 
and confidentiality were ensured through 
anonymization and aggregation techniques to 
protect the identities of individual companies 
and comply with applicable privacy regulations 
and ethical standards. 

The study utilized a robust dataset comprising 
financial statements, corporate governance 
reports, and tax filings of Indonesian Islamic 
companies. These documents were obtained 
from regulatory bodies, industry associations, 
and financial databases, ensuring 
comprehensive coverage of the target 
companies and their operational contexts. 
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Company risk was measured using a 
combination of financial ratios, market 
volatility indicators, and qualitative 
assessments of strategic and operational risks. 
Key risk indicators included leverage ratios, 
liquidity measures, beta coefficients, and 
qualitative risk assessments derived from 
corporate governance reports. 

Company size was operationalized using 
financial metrics such as total assets, revenue, 
and market capitalization. These variables 

provided insights into the scale and scope of 
operations of Indonesian Islamic companies 
and their relative positions within the market. 

Fiscal loss compensation mechanisms were 
identified through an analysis of tax laws, 
regulations, and corporate tax filings. Tax 
credits, incentives, and deductions available to 
Indonesian Islamic companies were categorized 
and quantified to assess the extent of fiscal loss 
compensation utilized by the sample 
companies. 
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Tax avoidance strategies were assessed using a 
combination of quantitative metrics and 
qualitative assessments. Quantitative measures 

included effective tax rates, tax-to-income 
ratios, and tax gap analysis, while qualitative 
assessments involved interviews with tax 
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professionals and analysis of corporate tax 
planning strategies. 

The collected data underwent rigorous 
statistical analysis to explore relationships 
among company risk, size, fiscal loss 

compensation, and tax avoidance strategies. 
Descriptive statistics provided an overview of 
the sample characteristics, while correlation 
analysis identified associations between key 
variables. 

 

 

 

Regression analysis techniques, such as 
multiple regression and logistic regression, 
were employed to model the relationships 
between independent and dependent variables 
while controlling for relevant covariates. 
Robustness checks and sensitivity analyses 
were conducted to validate the robustness of 
the findings and assess the stability of the 
regression models. 

Ethical considerations, including data privacy 
and confidentiality, were paramount 
throughout the research process. Data were 
anonymized and aggregated to protect the 
identities of individual companies and ensure 
compliance with applicable privacy regulations 
and ethical standards. 

By employing these methodological 

approaches, the study aimed to unravel the 
complex relationships between company risk, 
size, fiscal loss compensation, and tax avoidance 
strategies within Indonesian Islamic companies. 
The findings offer valuable insights into the 
dynamics and implications of these dimensions, 
informing policy discussions, regulatory 
frameworks, and corporate governance 
practices in the Indonesian Islamic business 
landscape. 

 

RESULTS 

The analysis of company risk, size, fiscal loss 
compensation, and tax avoidance strategies 
among Indonesian Islamic companies yielded 
several key findings. Firstly, there was a 
significant variation in company risk profiles, 
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with some companies exhibiting higher levels of 
financial leverage and operational volatility 
compared to others. Company size, as measured 
by total assets and revenue, varied widely 
across the sample, indicating diverse scales of 
operation within the Indonesian Islamic 
business landscape. 

Fiscal loss compensation mechanisms were 
found to be utilized by a substantial portion of 
Indonesian Islamic companies, with tax credits, 
incentives, and deductions helping to mitigate 
financial losses and incentivize investment. 
However, the extent of fiscal loss compensation 
varied depending on factors such as industry 
sector, company size, and profitability. 

Tax avoidance strategies were prevalent among 
Indonesian Islamic companies, with many 
employing legal mechanisms to minimize tax 
liabilities and optimize financial performance. 
While tax avoidance is a common practice in 
corporate finance, the ethical dimensions and 
implications for corporate governance remain 
subjects of debate and scrutiny. 

 

DISCUSSION 

The findings of this study underscore the 
complex interplay between company risk, size, 
fiscal loss compensation, and tax avoidance 
strategies within the Indonesian Islamic 
business landscape. While fiscal loss 
compensation mechanisms provide financial 
relief for companies facing losses, they also 
raise questions about transparency, 
accountability, and fiscal sustainability. 
Similarly, tax avoidance strategies, while legal, 
raise important ethical considerations and 
highlight the need for enhanced transparency 
and regulatory oversight. 

The relationship between company risk and 
size reveals interesting dynamics, with larger 
companies often facing greater financial risks 
due to their scale of operations and market 
exposure. However, larger companies may also 
have greater access to resources and capital 
markets to manage and mitigate risks 
effectively. 

The prevalence of tax avoidance strategies 
among Indonesian Islamic companies 
underscores the importance of robust 
regulatory frameworks and ethical guidelines to 
ensure responsible corporate behavior and fair 
contribution to public finances. Efforts to 
enhance transparency, accountability, and 
corporate governance standards are essential to 
promote trust and confidence in the Indonesian 
Islamic business sector. 

 

CONCLUSION 

In conclusion, the analysis of company risk, size, 
fiscal loss compensation, and tax avoidance 
strategies provides valuable insights into the 
dynamics and implications of financial and tax-
related practices among Indonesian Islamic 
companies. The findings highlight the 
importance of effective risk management, 
transparent fiscal policies, and ethical corporate 
behavior in promoting sustainability and 
resilience within the Indonesian Islamic 
business landscape. 

Moving forward, policymakers, regulators, and 
industry stakeholders must work 
collaboratively to address the challenges and 
opportunities identified in this study. By 
fostering a culture of transparency, 
accountability, and responsible corporate 
governance, Indonesian Islamic companies can 
contribute positively to economic growth, social 
development, and financial stability in the 
region. 
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