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Abstract

This study explores the intricate relationships between bank value, tax avoidance, and 
profitability, which significantly affect the stability and strategies of financial institu-
tions worldwide. Understanding these connections is vital for comprehending the fi-
nancial dynamics of banks, key players in economic growth and stability. The study 
focuses on these three factors due to their intertwined roles in shaping fiscal policy ef-
fectiveness, shareholder satisfaction, and overall financial health. The aim of this study 
is to explore the relationships between the bank value, tax avoidance and profitability 
aiming to clarify their interactions and their impact on the Jrdanian banks. Ordinary 
Least Squares regression analysis is employed using a mixed-methods approach, in-
cluding quantitative regression analysis and qualitative assessments. The study results 
reveal a significant direct link between bank tax avoidance and profitability. The in-
crease in Return on Assets is associated with a substantial increase in tax avoidance. 
In the expanded model, bank value and size did not exhibit statistically significant 
incremental information over profitability in explaining tax avoidance. Profitability 
emerges as a dominant factor, overshadowing the potential impact of size and value. 
The results underscore profitability as a key driver in bank tax strategies, highlighting 
a potential area for regulatory scrutiny and strategic realignment. In conclusion, the 
study underscores the pivotal influence of bank profitability on tax avoidance strat-
egies. Policymakers, practitioners, and researchers are encouraged to recognize the 
prominence of profitability in formulating tax strategies. 
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INTRODUCTION

The intricate relationship between bank value, tax avoidance, and prof-
itability constitutes a pivotal area of inquiry within the realm of finan-
cial research. As central institutions in economic systems, banks play 
a critical role in facilitating financial transactions, allocating capital, 
and influencing economic stability. Understanding the factors that in-
fluence banks’ value, tax-related decisions, and financial performance 
is paramount for both academic discourse and practical implications 
within the banking sector.

The relevance of this research topic is underscored by the pivot-
al role banks play in the economic fabric of societies. Banks are 
the cornerstone of financial systems, facilitating economic growth, 
capital allocation, and wealth creation. In this context, the value 
of a bank is not merely a numerical representation but a reflection 
of its intrinsic worth, resilience, and capacity to generate sustain-
able returns. Simultaneously, tax avoidance strategies employed by 
banks have become an integral aspect of their financial manage-
ment, with profound implications for both regulatory bodies and 
stakeholders.
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The formulation of the scientific problem at the heart of this study is driven by the need to bridge exist-
ing gaps in the understanding of the intricate relationships between bank value, tax avoidance, and prof-
itability. The complexities inherent in these variables demand a nuanced examination that goes beyond 
surface-level correlations. The scientific problem is framed within the context of identifying the causal 
links, feedback loops, and moderating factors that define the intricate dance between bank value, tax 
avoidance strategies, and the bottom line.

As financial markets continue to evolve and regulatory landscapes undergo transformations, this 
study’s implications extend beyond academic curiosity. The findings are poised to inform policy deci-
sions, guide regulatory frameworks, and offer strategic insights to banking practitioners, especially in 
an era where transparency and accountability are paramount.

1. LITERATURE REVIEW  

AND HYPOTHESES

The exploration of the link between bank value, 
profitability, and tax avoidance has captivated the 
attention of scholars, policymakers, and industry 
practitioners, reflecting the financial sector’s dy-
namic and multifaceted nature (Bui et al., 2020). 
Reviewing the previous literature reveals a mosa-
ic of perspectives, theories, and empirical results 
that collectively contribute to our intricate triad.

The concept of bank value has been a focal point 
in financial research. Scholars such as Berger 
and Bouwman (2013) and Demirguç-Kunt and 
Huizinga (1999) have delved into the determinants 
of bank value, emphasizing factors such as asset 
quality, capital adequacy, macroeconomic condi-
tions, and management efficiency. Understanding 
how these components contribute to a bank’s in-
trinsic value lays the groundwork for comprehend-
ing the broader context within which the interplay 
between tax avoidance and profitability unfolds.

Tax avoidance strategies within the banking sector 
have garnered significant attention, with studies 
exploring the motives, mechanisms, and conse-
quences of such practices. Desai and Dharmapala 
(2006) and Hanlon (2005) have examined the 
drivers of tax avoidance in institutions, highlight-
ing the role of regulatory environments, corporate 
governance structures, and the pursuit of com-
petitive advantages. These works underscore the 
need to unravel the intricate web of tax-related de-
cisions made by banks and their implications for 
financial performance. In Jordan, Shubita (2024) 
explores how these factors interact within the 
business context. By analyzing data from various 

firms, the study aims to uncover any patterns or 
relationships between profitability, sales growth, 
and the extent of tax avoidance strategies em-
ployed by companies. This study’s findings provide 
insights into how sales growth influences firms’ 
approaches to tax management and subsequently 
affects their profitability. This study contributes to 
the understanding of the complex dynamics be-
tween sales expansion, financial performance, and 
tax planning strategies, offering valuable implica-
tions for corporate decision-making and financial 
management practices.

Existing research has highlighted the intricate re-
lationship between tax avoidance and profitability. 
While tax planning can enhance a firm’s financial 
performance (Desai & Dharmapala, 2009), the 
literature also acknowledges the potential risks 
and ethical considerations associated with aggres-
sive tax strategies. The challenge lies in discern-
ing the fine line between legitimate tax planning 
and strategies that may compromise a bank’s long-
term profitability and sustainability.

The link between tax-related activities and a bank’s 
profitability is a nuanced terrain. Existing litera-
ture, exemplified by studies such as DeAngelo 
and Masulis (1980) and Dyreng et al. (2008), has 
explored the impact of tax-related factors on the 
financial performance of banks. Profitability met-
rics are often employed to gauge the effective-
ness of TAV strategies and their ultimate influ-
ence on a bank’s bottom line. Chen et al. (2014) 
investigate the link between TAV activities and 
company value in the context of Chinese corpo-
rations. Utilizing data from Chinese firms, the 
study examines how TAV practices impact firm 
value, measured by market indicators such as 
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stock prices and market capitalization. Through 
empirical analysis, the authors find evidence sug-
gesting that tax avoidance has a direct impact on 
the company value in the Chinese market. The re-
sults imply that investors perceive tax avoidance 
strategies as value-enhancing for firms, possibly 
due to increased cash flows or improved finan-
cial performance. The findings contribute to the 
understanding of the consequences of tax avoid-
ance behaviors on firm value within the Chinese 
business environment, offering insights for poli-
cymakers and stakeholders interested in corporate 
governance and financial markets. 

The regulatory context significantly shapes the 
landscape within which banks operate. Laeven 
and Levine (2009) and Barth et al. (2013) em-
phasize the impact of regulatory frameworks 
on bank value, tax planning, and profitability. 
Understanding the evolving nature of financial 
regulations is crucial for contextualizing the re-
lationships under scrutiny and gauging how reg-
ulatory changes may influence the dynamics be-
tween bank value, tax avoidance, and profitabil-
ity. The regulatory environment and economic 
conditions play a pivotal role in shaping the land-
scape within which banks operate. Rachmawati 
et al. (2019) emphasize the importance of un-
derstanding the regulatory context in assessing 
the impact of tax avoidance on bank value and 
profitability. The literature underscores the need 
to consider macroeconomic factors and regula-
tory frameworks as integral components when 
examining the intricate relationships under 
investigation.

Given the interconnectedness of financial markets, 
cross-country studies provide a broader perspec-
tive. Blouin et al. (2014) and Gupta and Newberry 
(1997) offer insights into how cultural, institution-
al, and economic differences shape the relation-
ship between bank value, tax avoidance strategies, 
and profitability across diverse global contexts.

Armstrong et al. (2015) scrutinize how differ-
ent facets of corporate governance, such as board 
autonomy, CEO remuneration structures, and 
ownership concentration, impact the likelihood 
and degree of tax avoidance activities carried out 
by firms. Employing a thorough dataset and ad-
vanced econometric methodologies, the authors 

furnish empirical evidence indicating that specif-
ic governance attributes, particularly CEO com-
pensation arrangements and board independence, 
significantly influence a company’s inclination 
towards employing tax avoidance tactics. These 
findings underscore the significance of corporate 
governance mechanisms in shaping firms’ tax 
strategies and contribute to the ongoing discourse 
on governance’s role in addressing agency con-
flicts and fostering corporate transparency and 
accountability.

Methodological considerations in prior research 
are diverse, ranging from quantitative analyses of 
financial statements to qualitative assessments of 
tax planning motives. Key studies, such as Mills 
(1998) and Blouin et al. (2014), showcase the vari-
ous approaches employed in examining tax avoid-
ance in corporate settings. However, method-
ological gaps persist, particularly in the context of 
banks, necessitating a rigorous and context-specif-
ic approach in the present study.

In synthesizing these diverse strands of literature, 
it becomes evident that the link between bank 
value, tax avoidance, and profitability is intricate 
and multifaceted. The existing body of knowledge 
underscores the need for a comprehensive and 
nuanced approach to unraveling the causal links, 
moderating factors, and feedback loops that de-
fine this triad (Shubita, 2023). Subsequent sections 
of this study build upon this foundation, employ-
ing rigorous methodologies and empirical analy-
ses to contribute new insights to this complex and 
evolving discourse.

Ultimately, this study seeks to provide insights 
that can inform businesses, policymakers, and ac-
ademics about tax behavior in light of profitability, 
with a particular focus on the Jordanian context. 
The hypotheses are as follows:

H
01

: Bank profitability does not have a statisti-
cally significant effect on tax avoidance. 

H
02

: Bank value does not have incremental infor-
mation over profitability in explaining tax 
avoidance.

H
03

: Bank size does not influence the bank profit-
ability and value impact on tax avoidance.
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2. METHODS

The Jordanian banks will represent the study sam-
ple. (13) banks financial data covering the study 
period from 2010 to 2021 will be tested using the 
study models. 

The study models are:

0 1 2
      ,

it it it
TAV ROA Sizeβ β β ε= + + +  (1)

0 1

2 3  

  

      ,

it it

it it

TAV ROA

Value Size

β β
β β ε

= +

+ + +
 (2)

where Size – total assets normal logarithm; ROA 
– return on assets; TAV – tax avoidance (tax ex-
pense over income before tax); Value – firm value 
which equals normal log. for the market capital-
ization (share closing price multiplied by a number 
of shares), β

0
-β

3 
– coefficients; and i – bank.

Several regression models are frequently employed 
in data analysis and statistics. The selection of a spe-
cific model hinges on factors such as the data’s nature, 
the research question, and the assumptions inher-
ent in the model. Evaluating model fit, interpreting 
coefficients, and conducting diagnostics are crucial 
steps to guarantee that the chosen regression model 
precisely captures the relationship between variables 
and yields dependable predictions or inferences. 
Table 1 shows the study variables. 

Table 1. Variables of the study

Variable Type

TAV Dependent

Bank Value Moderator

ROA Independent

Size Control

3. RESULTS 

The descriptive statistics presented in Table 2 in-
clude the mean, standard deviation (Std.), kurto-
sis, and skewness for four primary variables in the 

dataset: Return on Assets, Tax Avoidance, Bank 
Value, and Bank Size.

The mean TAV value is 0.6894, indicating that, on 
average, the banks in the dataset engage in tax 
avoidance. Standard Deviation (Std.): The relative-
ly low standard deviation of 0.109 suggests that the 
degree of variability in TAV across the dataset is 
relatively moderate. A negative skewness of –0.633 
indicates a slight leftward skew, implying that the 
distribution is somewhat skewed towards higher 
levels of tax avoidance, while the kurtosis value 
of 15.752 indicates a leptokurtic distribution, sug-
gesting that the distribution has heavy tails and is 
more peaked than a normal distribution.

The mean size is 9.3744, reflecting the average size 
of the banks in the dataset, with a standard devia-
tion of 0.404; there is a moderate degree of vari-
ability in the size of the companies, but a positive 
skewness of 1.050 indicates a rightward skew, sug-
gesting that the distribution of company sizes is 
skewed towards larger values. The kurtosis value 
of 1.133 suggests a distribution with slightly heavi-
er tails than a normal distribution.

The mean ROA is 0.0108, indicating the average 
return on assets for the banks in the dataset. The 
standard deviation of 0.0053 suggests a relatively 
low variability in ROA across the dataset. A slight-
ly negative skewness of –0.136 indicates a minor 
leftward skew in the distribution of ROA, while 
the kurtosis value of –0.479 suggests a distribution 
with lighter tails than a normal distribution.

Lastly, the mean for the (Value) variable is 8.4508, 
representing the average value of the companies 
in the dataset with a standard deviation of 0.4753. 
There is a moderate level of variability in the value 
of the companies. A positive skewness of 1.275 in-
dicates a rightward skew, suggesting that the dis-
tribution of company values is skewed towards 
higher values. The kurtosis value of 0.804 suggests 
a distribution with tails slightly heavier than a 
normal distribution.

Table 2. Descriptive statistics
Item Mean Median Standard Deviation Skewness Kurtosis

TAV 0.6894 0.696 0.109 –0.633 15.752

Size 9.3744 9.324 0.404 1.050 1.133

ROA 0.0108 0.011 0.0053 –0.136 –0.479

Value 8.4508 8.310 0.4753 1.275 0.804
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In summary, the descriptive results provide a 
comprehensive overview of the central tenden-
cies, variabilities, and shapes of the distributions 
for the key variables in the dataset. These findings 
lay the groundwork for more in-depth analyses 
and interpretations in the subsequent stages of the 
research.

Table 3. Pearson matrix

 Variable TAV ROA Value

Size –0.100 –0.022 0.925**

TAV – 0.317** 0.007

ROA – – 0.208**

Note: ** significant for 0.01 level.

The correlation coefficient between TAV and Size 
is –0.100. This negative correlation suggests a 
weak inverse relationship between TAV and com-
pany size. As the size of the companies increases, 
there is a slight tendency for tax avoidance to de-
crease. However, the correlation is relatively weak, 
indicating that other factors may also influence 
the relationship.

The correlation coefficient between TAV and ROA 
is 0.317. This positive correlation signifies a mod-
erate positive relationship between TAV and ROA. 
As tax avoidance increases, there is a tendency for 
ROA to also increase. This correlation may suggest 
that companies engaging in tax avoidance are, on 
average, experiencing higher returns on their as-
sets. On the other hand, the correlation between 
Size and Value is 0.925. This positive correlation 
implies a robust direct link between the size and 
value of the companies. Larger companies tend to 
have higher values. This correlation is expected as 
larger companies often have greater market capi-
talization and assets, contributing to their higher 
overall value.

The correlation coefficient between TAV and Value 
is 0.007. This near-zero correlation suggests a very 
weak link between tax avoidance and the value of 
the banks. TAV does not appear to be significantly 
associated with the overall value of the companies 
in the dataset. The correlation coefficient between 
ROA and Size is –0.022. This close-to-zero corre-
lation indicates a very weak relationship between 
ROA and the size of the companies. The size of the 
companies does not appear to substantially im-
pact their return on assets. The correlation coeffi-

cient between ROA and Value is 0.208. This posi-
tive correlation suggests a moderate positive rela-
tionship between return on assets and the value of 
the companies. As the return on assets increases, 
there is a tendency for the companies’ overall val-
ue to increase.

In summary, the Pearson correlation results pro-
vide valuable insights into the associations among 
the key variables. The strengths and directions of 
these correlations offer a foundation for further 
exploration and analysis, guiding researchers in 
understanding the complex interplay between tax 
avoidance, return on assets, size, and value in the 
context of the research.

Table 4. Spearman correlation matrix

Variable TAV ROA Value

Size –0.124 –0.027 0.843**

TAV – 0.434** 0.067

ROA – – 0.343**

Note: ** significant for 0.01 level.

Table 4 presents the Spearman correlation matrix, 
offering insights into the non-linear relationships 
among the study variables. The Spearman corre-
lation is a non-parametric measure of the asso-
ciation that assesses monotonic relationships be-
tween variables. Let’s discuss the results.

The Spearman correlation coefficient between TAV 
and Size is –0.124. This negative correlation sug-
gests a weak inverse monotonic relationship be-
tween TAV and the size of the banks. As the size of 
the banks increases, there is a slight tendency for 
tax avoidance to decrease. The significance level of 
0.01 indicates that this relationship is statistically 
significant. This positive correlation between TAV 
and ROA implies a moderate positive monotonic 
relationship between tax avoidance and return on 
assets. As tax avoidance increases, there is a ten-
dency for ROA to also increase. 

The Spearman correlation coefficient between Size 
and Value is 0.843. This strong positive correlation 
suggests a robust positive monotonic link between 
the size and value of the companies. Larger com-
panies tend to have higher values. The correlation 
coefficient between TAV and Value is 0.067. This 
positive correlation suggests a very weak positive 
monotonic relationship between tax avoidance 
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and the value of the companies. TAV does not ap-
pear to be significantly linked with the overall val-
ue of the companies. 

The correlation between ROA and Size is –0.027. 
This close-to-zero correlation indicates a very weak 
monotonic relationship between ROA and the size 
of the companies. The size of the companies does 
not appear to substantially impact their return on 
assets. The significance level is not mentioned, so 
whether this correlation is statistically significant 
is unclear. The correlation between ROA and Value 
is 0.343. This positive correlation suggests a mod-
erate positive monotonic relationship between re-
turn on assets and the value of the companies. As 
the return on assets increases, there is a tendency 
for the companies’ overall value to increase. The 
significance level of 0.01 indicates that this corre-
lation is statistically significant.

In summary, the Spearman correlation results 
offer insights into the monotonic relationships 
among the variables, accounting for non-linear 
associations. The significance levels provide con-
fidence in the statistical reliability of the observed 
correlations, aiding researchers in drawing mean-
ingful conclusions about the relationships between 
tax avoidance, return on assets, size, and value in 
the research context.

Table 5. Regression model results

Variable Factor E. t-statistics Significant
Constant 0.855 0.195 4.394 0.00

Return on Assets 6.527 1.579 4.132 0.00

Size –0.025 0.021 –1.222 0.224

R2 0.109 Adjusted R2 0.098

F- statistics 9.403 Sig. 0.00

VIF 1.001 D-W 1.80

Table 6. Regression model results – 2 

Variable Factor E. t-statistics Significant
Constant 0.998 0.227 4.400 0.00

Return on Assets 5.078 1.974 2.527 0.011

Value 0.070 0.058 1.221 0.224

Size –0.102 0.066 –1.540 0.126

R2 0.118 Adjusted R2 0.101

F- statistics 6.785 Significant 0.00

VIF 1.568 D-W 1.826

The findings outlined in Table 5 concern hypoth-
esis testing regarding the influence of bank prof-
itability on TAV. The constant term denotes the 

intercept when all independent variables are set to 
zero, standing at 0.855 in this context. Its statis-
tically significant t-value of 4.394 (Sig. 0.00) indi-
cates a notable deviation from zero. The coefficient 
for Return on Assets (ROA) is 6.527, with a signif-
icant t-value of 4.132 (Sig. 0.00), suggesting ROA 
significantly impacts TAV. Specifically, a one-unit 
increase in ROA corresponds to a 6.527-unit rise 
in tax avoidance. The Size coefficient registers 
at –0.025. However, with a t-value of –1.222 and 
a non-significant p-value (Sig. 0.224), Size fails 
to exhibit a statistically significant impact on tax 
avoidance within this model. The R-squared value 
is 0.109, indicating that about 10.9% of the vari-
ability in tax avoidance can be explained by the 
model’s variables. On the other hand, the adjusted 
R-squared, which adjusts for the number of pre-
dictors, is 0.098, offering a more cautious estimate 
of the model’s explanatory ability. The F-statistic 
assesses the overall significance of the model, with 
a significant p-value (Sig. 0.00) indicating that the 
model, taken as a whole, is statistically significant.

Regarding Diagnostic Tests, the VIF of 1.001 for all 
variables suggests the absence of multicollinearity is-
sues in the model. VIF values close to 1 signify low 
multicollinearity. Additionally, the Durbin-Watson 
value around 2 indicates that there is no significant 
autocorrelation. Here, the value of 1.80 indicates a 
relatively low likelihood of autocorrelation.

The findings detailed in Table 6 pertain to hypoth-
esis testing regarding the influence of bank value 
and size on tax avoidance, with consideration given 
to bank profitability (ROA) as a contributing factor. 
Let’s delve into the discoveries and the outcomes of 
the hypothesis testing. The constant term, indicating 
the intercept when all independent variables are at 
zero, stands at 0.998. Its t-value of 4.400 (Sig. 0.00) 
signifies statistical significance, implying that the in-
tercept significantly differs from zero. The coefficient 
for Return on Assets (ROA) is 5.078. With a t-value 
of 2.527 (Sig. 0.011), it suggests that ROA exerts a no-
table influence on tax avoidance. Precisely, a one-unit 
increase in ROA correlates with a 5.078-unit rise in 
tax avoidance. The coefficient for the Value variable 
is 0.070. Nonetheless, its t-value of 1.221 and the non-
significant p-value (Sig. 0.224) indicate that Value 
does not yield a statistically significant additional 
impact on tax avoidance beyond ROA. Conversely, 
the coefficient for Size is –0.102. Although the t-value 
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registers at –1.540, the p-value (Sig. 0.126) suggests 
that Size lacks a statistically significant effect on tax 
avoidance within this model.

The R-squared coefficient stands at 0.118, suggest-
ing that the model’s variables account for around 
11.8% of the variance in tax avoidance. The adjusted 
R-squared, factoring in the predictors, is 0.101. The 
F-statistic assesses the model’s overall significance, 
with a p-value of 0.00 indicating statistical signifi-
cance for the model as a whole. For Diagnostic Tests, 
a VIF (Variance Inflation Factor) of 1.568 for all vari-
ables suggests that there is no severe multicollinear-
ity in the model, while the Durbin-Watson statistic 
of 1.826 suggests a relatively low possibility of auto-
correlation in the residuals.

Hypothesis H1 states that bank profitability does 
not have a statistically significant impact on tax 
avoidance. However, based on the model results, 
the coefficient for ROA is statistically significant 
(Sig. 0.00), rejecting the null hypothesis for ROA. 
The coefficient for Size is not statistically signifi-
cant (Sig. 0.224), suggesting that Size does not 
have a statistically significant impact on tax avoid-
ance in this model. 

In summary, the results indicate that bank profit-
ability, as measured by Return on Assets (ROA), has 
a statistically significant impact on tax avoidance, 
while the Size variable does not exhibit a significant 
influence in this model. The overall model is statis-
tically significant, providing evidence to support 
the relationship between bank profitability and tax 
avoidance.

For the second hypothesis, H2, the coefficient for 
Value is not statistically significant (Sig. 0.224), sup-
porting the null hypothesis. Therefore, there is no 
evidence to suggest that bank value has incremen-
tal information over profitability in explaining tax 
avoidance in this model.

For the final hypothesis, H3 (that bank size does not 
influence the impact of bank profitability and value 
on tax avoidance), the Size coefficient is found to be 
not statistically significant (Sig. 0.126), which aligns 
with the null hypothesis. This indicates that bank 
size does not exert a statistically significant effect on 
the correlation between bank profitability, value, and 
tax avoidance in this model.

In summary, the results indicate that while bank prof-
itability (ROA) significantly impacts tax avoidance, 
bank value and size do not have statistically signifi-
cant incremental effects in explaining tax avoidance 
in this model. The overall model is statistically sig-
nificant, and diagnostic tests suggest the absence of 
severe multicollinearity and autocorrelation in the 
residuals.

4. DISCUSSION

The findings of this study, exploring the intricate 
relationships between bank value, tax avoidance, 
and profitability, provide nuanced insights into 
the complex dynamics within the banking sec-
tor. There are several studies that investigate the 
relationship between these variables: Cook et al. 
(2017), Dahmash (2015), Gavalas and Syriopoulos 
(2019), Drake et al. (2019), Dhaliwal et al. (2017), 
and Higgins et al. (2013). The findings from the 
regression models and correlation analyses shed 
light on the multifaceted interactions among 
these key variables, contributing to academic dis-
course and to the financial industry’s practical 
implications.

The initial regression model investigated the im-
pact of bank profitability, measured by ROA, on 
TAV. The findings revealed a significant direct link 
between ROA and tax avoidance, indicating that 
as banks experience higher profitability, they tend 
to engage in greater TAV practices. This result 
aligns with the literature emphasizing the strate-
gic use of tax planning to enhance financial per-
formance in the banking sector.

In the second model, which incorporated bank 
value and size alongside profitability, the find-
ings suggested that bank value and size did not 
have incremental information over profitability 
in explaining tax avoidance. While ROA main-
tained its significance, bank value and size did not 
emerge as significant contributors. This highlights 
the prominence of profitability as a key driver of 
tax avoidance strategies within banks, overshad-
owing the potential impact of size and value.

Comparing the results of this study with the ex-
isting literature reveals both consistencies and di-
vergences. The positive correlation between bank 
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profitability and tax avoidance aligns with studies 
such as Arif and Hashim (2013) and Ariffin (2013) 
emphasizing the financial motivation behind tax 
planning strategies in the corporate landscape. 
However, the lack of significant impact from bank 
size and value in the model of this study diverges 
from some prior research that suggested a more 
substantial role for these factors in shaping tax-
related decisions. This incongruence underscores 
the importance of context-specific analyses and 
the unique dynamics of the banking sector.

The significant positive link between bank profit-
ability and tax avoidance may be attributed to the 
financial incentives for banks to optimize their 
tax positions to bolster their bottom line, as Barth 
et al. (2013) and Blouin (2014) suggest. Profitable 
banks seeking to maximize shareholder value may 
strategically employ tax planning to minimize tax 
liabilities, thus contributing to the observed posi-
tive relationship.

The non-significant impact of bank size and val-
ue on tax avoidance may be interpreted through 
the lens of the predominant influence of profit-
ability (Hutchens & Rego, 2015; Inger, 2014; Jacob 
& Schütt, 2020; Jamei, 2017; Kim et al., 2011; 
Kovermann, 2018). It is plausible that the financial 
leverage provided by higher profitability eclipses 
the potential effects of size and value, emphasizing 
the central role of financial performance in driv-
ing tax-related decisions within banks.

The outcomes of this study open avenues for 
further research and exploration. Future stud-
ies could delve deeper into the specific mecha-
nisms through which profitable banks engage 
in tax avoidance, considering the interplay of 
regulatory environments and market conditions. 
Additionally, exploring contextual factors influ-
encing the impact of bank size and value on tax 
avoidance could provide a more comprehensive 
understanding of these dynamics.

Moreover, as the financial landscape evolves and 
regulatory frameworks adapt, continued research 
is essential to keep pace with emerging trends to 
extend the work for several studies such as Rezaei 
and Ghanaeenejad (2014), Saini and Sharma 
(2009), Salihu et al. (2014), Santana and Rezende 
(2016), and Slemrod (2004). Investigations into 
the implications of evolving tax policies and their 
impact on bank behavior can provide valuable in-
sights for policymakers and financial practitioners 
navigating a dynamic and globally interconnected 
financial system. In conclusion, this study contrib-
utes to the evolving discourse on the relationships 
between bank value, tax avoidance, and profit-
ability (Sumantri et al., 2022; Sriyono, & Andesto, 
2022; Zimmerman, 1983). The results underscore 
the central role of bank profitability in driving 
tax-related decisions while also prompting further 
inquiries into the contextual nuances that shape 
these dynamics within the dynamic landscape of 
the banking sector.

CONCLUSION 

The primary purpose of this study was to unravel the intricate links between bank value, TAV, and 
profitability, aiming to provide valuable insights for both academic understanding and practical impli-
cations within the financial sector. Through a comprehensive analysis, the study sought to discern the 
nuanced dynamics shaping the interactions among these pivotal variables.

The findings of this study underscore the significant impact of bank profitability, as measured by Return 
on Assets (ROA), on TAV strategies. The positive relationship between ROA and TAV highlights the fi-
nancial motivations that drive banks to strategically engage in tax planning to optimize their fiscal po-
sitions. This result reinforces the notion that profitable banks, in their pursuit of enhancing shareholder 
value, leverage tax avoidance as a strategic tool.

In the expanded model, where bank value and size were incorporated alongside profitability, it became 
evident that the incremental information provided by bank value and size in explaining tax avoidance 
was not statistically significant. While ROA retained its significance, bank value and size did not emerge 
as influential factors in determining tax-related decisions within the banking sector.
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The conclusions drawn from these results emphasize the overarching influence of bank profitability in 
shaping tax avoidance practices. This underscores the importance of financial performance as a key 
driver of strategic decision-making within banks, overshadowing the potential impact of size and value. 
As banks navigate a complex and evolving financial landscape, the study suggests that a keen focus on 
profitability is crucial for understanding and anticipating tax-related behaviors.

In light of these conclusions, financial practitioners, policymakers, and researchers should recognize 
the centrality of bank profitability in the formulation of tax strategies. Policymakers can use these in-
sights to tailor regulations that consider the financial motivations of banks, while practitioners may re-
fine their strategic planning processes, placing a premium on optimizing profitability within legal and 
ethical boundaries.

As the financial landscape continues to evolve, future research should delve deeper into the mechanisms 
through which profitable banks engage in tax avoidance, considering the influence of regulatory frame-
works and market conditions. Additionally, exploring the contextual factors that may influence the 
impact of bank size and value on tax avoidance remains an avenue for further investigation. This study 
serves as a stepping stone for ongoing inquiries into the nuanced relationships that define the behavior 
of banks in a dynamic and interconnected financial ecosystem.

AUTHOR CONTRIBUTIONS

Conceptualization: Mohammad Fawzi Shubita.
Data curation: Mohammad Fawzi Shubita.
Formal analysis: Mohammad Fawzi Shubita.
Funding acquisition: Mohammad Fawzi Shubita.
Investigation: Mohammad Fawzi Shubita.
Methodology: Mohammad Fawzi Shubita.
Resources: Mohammad Fawzi Shubita.
Writing – original draft: Mohammad Fawzi Shubita.
Writing – reviewing & editing: Mohammad Fawzi Shubita.

REFERENCES

1. Arif, A. K., & Hashim, H. A. 

(2013). Governance and the value 

of tax avoidance: Preliminary 

evidence. Malaysian Accounting 

Review, 13(2), 87-107. Retrieved 

from https://mar.uitm.edu.my/

images/Vol-13-2/04.pdf

2. Ariffin, Z. Z. (2013). Tax planning 

of a company operating foreign 

activity in Malaysia. International 

Journal of Trade, Economics and 

Finance, 4(4), 209-212. https://doi.

org/10.7763/IJTEF.2013.V4.287

3. Armstrong, C. S., Blouin, J. L., 

Jagolinzer, A. D., & Larcker, D. 

F. (2015). Corporate governance, 

incentives, and tax avoidance. 

Journal of Accounting and Eco-

nomics, 60(1), 1-17. https://doi.
org/10.1016/j.jacceco.2015.02.003

4. Barth, J. R., Caprio Jr, G., & 
Levine, R. (2013). Bank regula-
tion and supervision in 180 
countries from 1999 to 2011. 
Journal of Financial Economic 
Policy, 5(2), 111-219. https://doi.
org/10.1108/17576381311329661

5. Berger, A. N., & Bouwman, C. 
H. (2013). How does capital 
affect bank performance dur-
ing financial crises? Journal of 
Financial Economics, 109(1), 
146-176. https://doi.org/10.1016/j.
jfineco.2013.02.008

6. Blouin, J. (2014). Defining and 
measuring tax planning aggres-
siveness. National Tax Journal, 

67(4), 875-899. https://doi.
org/10.17310/ntj.2014.4.06

7. Bui, C., Scheule, H., & Wu, E. 
(2020). A cautionary tale of 
two extremes: The provision of 
government liquidity support 
in the banking sector. Journal 
of Financial Stability, 51, 1-22. 
Retrieved from http://hdl.handle.
net/10453/143689 

8. Chen, X., Hu, N., Wang, X., & 
Tang, X. (2014). Tax avoidance 
and firm value: Evidence from 
China. Nankai Business Review In-
ternational, 5(1), 25-42. https://doi.
org/10.1108/NBRI-10-2013-0037

9. Cook, K. A., Moser, W. J., & Omer, 
T. C. (2017). Tax avoidance and 



170

Banks and Bank Systems, Volume 19, Issue 2, 2024

http://dx.doi.org/10.21511/bbs.19(2).2024.13

ex ante cost of capital. Journal of 
Business Finance & Accounting, 
44(7-8), 1109-1136. https://doi.
org/10.1111/jbfa.12258

10. Dahmash, F. N. (2015). Size 
effect on company profitability: 
Evidence from Jordan. Interna-
tional Journal of Business and 
Management, 10(2), 58. https://doi.
org/10.5539/ijbm.v10n2p58

11. DeAngelo, H., & Masulis, R. 
W. (1980). Optimal capital 
structure under corporate and 
personal taxation. Journal of 
Financial Economics, 8(1), 3-29. 
https://doi.org/10.1016/0304-
405X(80)90019-7 

12. Demirgüç-Kunt, A., & Huiz-
inga, H. (1999). Determinants 
of commercial bank interest 
margins and profitability: some 
international evidence. The World 
Bank Economic Review, 13(2), 
379-408. https://doi.org/10.1093/
wber/13.2.379

13. Desai, M. A., & Dharmapala, D. 
(2006). Corporate tax avoidance 
and high powered incentives. Jour-
nal of Financial Economics, 79(1), 
145-179. https://doi.org/10.1016/j.
jfineco.2005.02.002

14. Desai, M. A., & Dharmapala, D. 
(2009). Corporate tax avoidance 
and firm value. The Review of 
Economics and Statistics, 91(3), 
537-546. Retrieved from https://
www.jstor.org/stable/25651357

15. Dhaliwal, D. S., Lee, H. S. G., 
Pincus, M., & Steele, L. B. (2017). 
Taxable income and firm risk. The 
Journal of the American Taxation 
Association, 39(1), 1-24. https://
doi.org/10.2308/atax-51610

16. Drake, K. D., Lusch, S. J., & 
Stekelberg, J. (2019). Does tax 
risk affect investor valuation of 
tax avoidance? Journal of Ac-
counting, Auditing & Finance, 
34(1), 151-176. https://doi.
org/10.1177/0148558X17692674

17. Dyreng, S. D., Hanlon, M., & 
Maydew, E. L. (2008). Long‐run 
corporate tax avoidance. The 
Accounting Review, 83(1), 61-
82. https://doi.org/10.2308/
accr.2008.83.1.61

18. Gavalas, D., & Syriopoulos, T. 
(2019). How sticky are the costs? 

Evidence from the shipping in-
dustry. International Journal of Ac-
counting and Finance Studies, 2(1), 
1-16. https://doi.org/10.22158/ijafs.
v2n1p1

19. Gupta, S., & Newberry, K. (1997). 
Determinants of the variability 
in corporate effective tax rates: 
Evidence from longitudinal 
data. Journal of Accounting 
and Public Policy, 16(1), 1-34. 
https://doi.org/10.1016/S0278-
4254(96)00055-5

20. Hanlon, M. (2005). The persis-
tence and pricing of earnings, ac-
cruals, and cash flows when firms 
have large book‐tax differences. 
The Accounting Review, 80(1), 
137-166. https://doi.org/10.2308/
accr.2005.80.1.137

21. Higgins, D., Omer, T. C., & Phil-
lips, J. D. (2013) The Influence of 
a Firm’s Business Strategy on its 
Tax Aggressiveness. SSRN. http://
dx.doi.org/10.2139/ssrn.1727592

22. Hutchens, M., & Rego, S. (2015). 
Does greater tax risk lead to in-
creased firm risk? SSRN Electronic 
Journal. https://doi.org/10.2139/
ssrn.2186564

23. Inger, K. K. (2014). Relative 
valuation of alternative methods 
of tax avoidance. The Journal of 
the American Taxation Asso-
ciation, 36(1), 27-55. https://doi.
org/10.2308/atax-50606

24. Jacob, M., & Schütt, H. H. (2020). 
Firm valuation and the uncer-
tainty of future tax avoidance. Eu-
ropean Accounting Review, 29(3), 
409-435. https://doi.org/10.1080/0
9638180.2019.1642775

25. Jamei, R. (2017). Tax avoidance 
and corporate governance mecha-
nisms: Evidence from Tehran 
stock exchange. International 
Journal of Economics and Financial 
Issues, 7(4), 638-644. Retrieved 
from https://www.econjournals.
com/index.php/ijefi/article/
view/5267

26. Kim, J. B., Li, Y., & Zhang, L. 
(2011). Corporate tax avoid-
ance and stock price crash risk: 
Firm-level analysis. Journal of 
Financial Economics, 100, 639-662. 
https://doi.org/10.1016/j.jfine-
co.2010.07.007

27. Kovermann, J. H. (2018). Tax 

avoidance, tax risk and the cost 

of debt in a bank-dominated 

economy. Managerial Auditing 

Journal, 33(8/9), 683-699. https://

doi.org/10.1108/MAJ-12-2017-

1734

28. Laeven, L., & Levine, R. (2009). 

Bank governance, regulation and 

risk taking. Journal of Finan-

cial Economics, 93(2), 259-275. 

https://doi.org/10.1016/j.jfine-

co.2008.09.003

29. Mills, L. F. (1998). Book-tax dif-

ferences and Internal Revenue 

Service adjustments. Journal of Ac-

counting Research, 36(2), 343-356. 

Retrieved from https://www.jstor.

org/stable/2491481

30. Rachmawati, N. A., Utama, S., 

Martani, D., & Wardhani, R. 

(2019). Determinants of the com-

plementary level of financial and 

tax aggressiveness: a cross-country 

study. International Journal of 

Managerial and Financial Account-

ing, 11(2), 145-166. https://doi.

org/10.1504/IJMFA.2019.099772

31. Rezaei, F., & Ghanaeenejad, M. 

(2014). A review on transpar-

ency in financial reporting and 

its effects on tax avoidance and 

firm value. Journal of Commerce 

and Accounting Research, 3(2), 

8-21. Retrieved from http://

www.publishingindia.com/

jcar/47/a-review-on-transparency-

in-financial-reporting-and-its-

effects-on-tax-avoidance-and-

firm-value/324/2364/

32. Saini, R. D., & Sharma, P. (2009). 

Liquidity, risk and profitability 

analysis: A case study of steel 

authority of India limited. ASBM 

Journal of Management, 2(2), 64-

75. Retrieved from https://www.

proquest.com/openview/5bf815cc

d70a22217ed1474a5e369820/1.pdf

33. Salihu, I. A., Obid, S. N. S., & 

Annuar, H. A. (2014). Govern-

ment ownership and corporate 

tax avoidance: Empirical evidence 

from Malaysia. In Handbook on 

the Emerging Trends in Scien-

tific Research (pp. 673-688). 

Retrieved from https://www.

conscientiabeam.com/ebooks/

ICETSR-83-%20(673-689).pdf



171

Banks and Bank Systems, Volume 19, Issue 2, 2024

http://dx.doi.org/10.21511/bbs.19(2).2024.13

34. Santana, S. L. L., & Rezende, A. 
J. (2016). Corporate tax avoid-
ance and firm value: from 
Brazil. Revista Contemporânea de 
Contabilidade, 13(30), 114-133. 
https://doi.org/10.5007/2175-
8069.2016v13n30p114

35. Shubita, M. F. (2023). The rela-
tionship between return on invest-
ment and Jordanian banks value. 
Banks and Bank Systems, 18(1), 
139- 149. https://doi.org/10.21511/
bbs.18(1).2023.12

36. Shubita, M. F. (2024). The rela-
tionship between sales growth, 
profitability, and tax avoidance. 

Innovative Marketing, 20(1), 113-

121. https://doi.org/10.21511/

im.20(1).2024.10 

37. Slemrod, J. (2004). Are cor-

porate tax rates, or countries, 

converging? Journal of Public 

Economics, 88(6), 1169-1186. 

https://doi.org/10.1016/S0047-

2727(03)00061-6

38. Sriyono, S., & Andesto, R. (2022). 

The Effect of Profitability, Lever-

age and Sales Growth on Tax 

Avoidance with The Size of the 

Company as A Moderation Vari-

able. Dinasti International Journal 

of Management Science, 4(1), 
112-126. https://doi.org/10.31933/
dijms.v4i1.1408

39. Sumantri, F. A., Kusnawan, A., 
& Anggraeni, R. D. (2022). The 
Effect of Capital Intensity, Sales 
Growth, Leverage on Tax Avoid-
ance and Profitability as Modera-
tors. Primanomics: Jurnal Ekonomi 
& Bisnis, 20(1), 36-53. https://doi.
org/10.31253/pe.v20i1.861

40. Zimmerman, J. L. (1983). Taxes 
and firm size. Journal of Account-
ing and Economics, 5, 119-149. 
https://doi.org/10.1016/0165-
4101(83)90008-3


	“Relationship between bank value, tax avoidance, and profitability”
	_Hlk157430475

