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 Abstract 

 

Abstrcat 

The effective tax rate is one of the most important elements of 

tax policy and the most reflective of the tax burden, so it is an 

important component of the tax policy. Most archival literature in the 

field of studying the effective tax rate focused largely on the 

characteristics of the company such as the company size, 

profitability, formation of the board of directors, as this study focused 

on some factors specific to the company that can have an impact on 

the effective tax rate such as the company size, profitability, research 

and development costs, capital density, stock density, leverage and 

most studies differed that have been conducted in many countries 

around the world differed about the relationship between the effective 

tax rate and these characteristics where some studies found positive 

relationships and other found negative ones and other studies did not 

find any relationship or impact. This study examines the effective tax 

rate through three axes included the theoretical framework of the 

effective tax rate, then testing the hypotheses of the study using 

measures of effective tax rate. The results of the study revealed the 

impact of capital density on the effective tax rate in the 

manufacturing sector, using the first measure of the effective tax rate 

which is the tax expense divided by accounting profit before taxes. It 

was found that there is an effect of corporate profitability on the 

effective tax rate in the manufacturing sector using the second 

measure of the effective tax rate, which is the income tax expense 

divided by the cash flow from operations. There was also an impact 

of the companies’ profitability, capital density, the research and 

development costs on the effective tax rate in the food industry sector 

using the second measure. There was also an impact of capital 

density on the effective tax rate in the chemical industry sector using 

the second measure. The most important recommendations are to 



 Abstract 

 

incorporate other determinants of the effective tax rate such as the 

impact of industry, the quality of auditing, growth rate, the return on 

assets and to know the extent of their impact on the effective tax rate 

and also applying the study to other sectors and industries in different 

time periods using different statistical methods. Conduct comparative 

studies of the effective tax rate in different countries to assess the tax 

incentives provided by each country. 

Keywords: effective tax rate, legal tax rate, marginal tax rate, 

company size, company profitability, leverage, capital density, stock 

density, research and development costs, investment decisions.  
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