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Abstract This research investigates the interconnectedness between profitability, solvency, good corporate
governance, and tax compliance concerning corporate sustainable longevity. Employing a purposive sampling
technique, data were gathered from key stakeholders within various industries. Utilizing thematic analysis, the
study unveiled intricate relationships among the mentioned factors and their impact on the sustained success of
corporations. Findings suggest that robust profitability and solvency are crucial for enduring corporate existence,
while adherence to good corporate governance principles and tax compliance further enhances long-term
sustainability. This study contributes to the understanding of how these multifaceted dimensions collectively
influence corporate longevity, providing insights valuable for policymakers, corporate leaders, and stakeholders
in fostering sustainable business practices.
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INTRODUCTION

In today's dynamic business landscape, the pursuit of corporate sustainable longevity
has emerged as a paramount objective for organizations worldwide. Achieving sustainable
longevity requires a multifaceted approach that encompasses various dimensions of corporate
performance and behavior. Among these dimensions, profitability, solvency, good corporate
governance, and tax compliance stand out as critical determinants that significantly influence
a corporation's ability to thrive over the long term. The interplay between profitability,
solvency, corporate governance, and tax compliance has attracted considerable attention from
scholars, policymakers, and practitioners alike. Understanding how these factors interact and
collectively contribute to corporate sustainable longevity is imperative for fostering resilient
and responsible business practices in an ever-evolving global economy. Profitability serves as
a fundamental metric for assessing a company's financial health and performance. It reflects
the ability of a firm to generate earnings relative to its expenses and investments, thus ensuring
its viability and competitiveness in the market (Hitt, Ireland, & Hoskisson, 2020). Sustainable
profitability is not merely about maximizing short-term gains but entails maintaining a balance
between revenue generation, cost management, and value creation over the long haul
(Savaskan, Bhattacharya, & Van Wassenhove, 2004). Solvency, on the other hand, pertains to
a company's capacity to meet its financial obligations and debt repayments in the long term. A
solvent organization possesses adequate assets and cash flows to cover its liabilities and sustain
its operations without resorting to excessive borrowing or financial distress (Lambert &
Larcker, 1987). Maintaining solvency is essential for safeguarding stakeholder interests,

preserving investor confidence, and ensuring the continuity of business activities amidst
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economic uncertainties (Ferrell, Fraedrich, & Ferrell, 2019). Good corporate governance serves
as the cornerstone of responsible management and ethical conduct within organizations. It
encompasses a set of principles, processes, and structures designed to enhance transparency,
accountability, and fairness in decision-making processes (Solomon, 2010). Effective
corporate governance practices promote integrity, mitigate risks, and foster trust among
stakeholders, thereby contributing to long-term value creation and sustainability (Tricker &
Tricker, 2015). Tax compliance entails adherence to relevant tax laws and regulations
governing corporate activities and financial transactions. Ensuring tax compliance not only
fulfills legal obligations but also mitigates the risk of financial penalties, reputational damage,
and regulatory scrutiny (Erickson, Hanlon, & Maydew, 2006). Furthermore, responsible tax
practices contribute to the socio-economic development of communities, bolster public trust,
and uphold corporate citizenship (Hemmings & Verma, 2018).

While each of these dimensions—profitability, solvency, corporate governance, and
tax compliance—holds intrinsic value for organizational sustainability, their collective impact
on corporate longevity remains an area ripe for exploration. Prior research has predominantly
focused on examining the individual effects of these factors on firm performance and behavior.
However, limited attention has been devoted to understanding how their interrelations shape
the sustained success and resilience of corporations over time. This research seeks to bridge
this gap by investigating the nexus between profitability, solvency, corporate governance, and
tax compliance in the context of corporate sustainable longevity. By adopting a qualitative
approach, this study aims to delve deeper into the underlying mechanisms and dynamics
driving these relationships, thereby offering nuanced insights into the challenges and
opportunities facing modern businesses in their quest for enduring viability and relevance.

Through in-depth interviews, thematic analysis, and rich qualitative data, this research
endeavors to unravel the complex interplay between profitability, solvency, corporate
governance, and tax compliance and their collective influence on corporate sustainable
longevity. By elucidating the intricacies of these relationships, this study aspires to inform
policymakers, corporate leaders, and stakeholders about the importance of adopting holistic
and integrated strategies that address the diverse dimensions of organizational sustainability.
In summary, this research underscores the significance of considering profitability, solvency,
corporate governance, and tax compliance as interconnected components of corporate
sustainability and longevity. By recognizing the interdependencies among these factors and

their cumulative impact on organizational resilience and success, businesses can better navigate
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the complexities of the contemporary business environment and position themselves for

sustained growth and prosperity.

LITERATURE REVIEW

Previous research has extensively explored the individual dimensions of profitability,
solvency, corporate governance, and tax compliance in relation to firm performance and
sustainability. However, limited attention has been given to the integrated analysis of these
factors and their collective influence on corporate sustainable longevity. This section
synthesizes relevant literature to provide insights into the interconnectedness of profitability,
solvency, corporate governance, and tax compliance in shaping the long-term viability of
organizations.

Profitability is a key determinant of corporate success and longevity (Claessens,
Djankov, & Lang, 2000). Profitability, leverage and deferred tax expense have a significant
effect on tax avoidance (Amelia et al., 2022). Studies have demonstrated a positive correlation
between profitability and firm survival, highlighting the significance of generating sustainable
returns to maintain competitive advantage and market relevance (Cao & Narayanamoorthy,
2011). The operational resilience influences corporate sustainable longevity directly and
indirectly through innovation performance (Irawan et al., 2021a). Moreover, sustained
profitability enables firms to reinvest in innovation, expansion, and risk mitigation strategies,
thereby enhancing their capacity to adapt to changing market conditions and sustain long-term
growth (Lazonick & O'Sullivan, 2000). Profitability and debt to equity ratio have a significant
impact on company value (Mohammad & Anis Y, 2022).

Solvency, as another crucial aspect of financial health, has been linked to
organizational resilience and longevity (Altman, 1968). Research indicates that solvent firms
are better equipped to withstand economic shocks, meet their obligations, and pursue strategic
initiatives without jeopardizing their financial stability (Giacomino, Merton, & Perold, 1992).
Solvency variable measured by the debt to asset ratio, activity variable measured by fixed asset
turnover, and profitability variable measured by return on equity do not significantly influence
profit growth (Yulianti, Grace; M. Chaidir. Avip E., 2022). Maintaining adequate solvency
ratios is essential for instilling investor confidence, accessing capital markets, and sustaining
long-term value creation (Lambert & Larcker, 1987).

Corporate governance practices play a pivotal role in ensuring transparency,
accountability, and ethical conduct within organizations (Shleifer & Vishny, 1997). Effective

corporate governance and sustainable leadership will help a company perform much better
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(Kusnanto, E., 2022). Good corporate governance has negative impact to accrual earnings
management and real earnings management through cash flow operation even though it’s not
significant (Kumandang et al., 2021). Empirical evidence suggests that firms with strong
corporate governance mechanisms tend to exhibit superior financial performance and long-
term sustainability (Adams, Hermalin, & Weisbach, 2010). Sustainability, innovation, and
dynamic factors are important capabilities for multi-finance companies that need to be
strengthened and developed (Patricia, 2023). Effective governance structures foster trust
among stakeholders, mitigate agency conflicts, and promote responsible decision-making,
thereby enhancing organizational resilience and competitiveness (Hermalin & Weisbach,
2012). Operational resilience as a novelty for corporate sustainable longevity is a differentiator
to increase the capacity and responsiveness of the company’s management to face conditions
of uncertainty (Irawan et al., 2022).

Tax compliance is an integral component of corporate citizenship and legal
responsibility (Hanlon & Heitzman, 2010). Research indicates that firms adhering to tax
regulations and ethical tax practices are perceived more favorably by investors, customers, and
regulators, thus enhancing their reputational capital and long-term viability (Dyreng, Hanlon,
& Maydew, 2008). Tax incentives for income tax, income levels, and tax penalties
simultaneously have a significant influence on taxpayer compliance (Rizal et al., 2022).
Moreover, responsible tax behavior contributes to sustainable economic development, social
welfare, and stakeholder trust, reinforcing the notion of corporate sustainability (McGee,
2016). In addition to being a precursor to the achievement of innovation performance and
corporate sustainable longevity, human capital can also function as a moderator for innovation
performance to achieve corporate sustainable longevity (Irawan et al., 2021b). While existing
literature has provided valuable insights into the individual effects of profitability, solvency,
corporate governance, and tax compliance on firm performance, a comprehensive
understanding of their collective impact on corporate sustainable longevity remains elusive.
This study seeks to address this gap by exploring the intricate interplay between these factors
and their implications for organizational resilience and longevity. Through in-depth interviews,
thematic analysis, and rich qualitative data, this research aims to uncover the underlying
mechanisms driving the relationships among profitability, solvency, corporate governance, and
tax compliance, thus contributing to the advancement of knowledge in the field of corporate

sustainability.
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METHODOLOGY

This research employs an exploratory approach to investigate the impact of
profitability, solvency, good corporate governance, and tax compliance on corporate
sustainable longevity. The methodology encompasses the selection of participants, data
collection techniques, sample size determination, and data analysis procedures. The population
of interest for this study comprises executives, managers, and stakeholders from various
industries who possess insights and experiences relevant to the research topic. A purposive
sampling technique will be utilized to select participants who have expertise in finance,
corporate governance, taxation, and sustainability practices within their respective
organizations (Patton, 2015). Purposive sampling allows for the intentional selection of
participants based on specific criteria relevant to the research objectives (Creswell & Poth,
2017). Participants will be chosen based on their roles, responsibilities, and expertise in areas
such as financial management, corporate governance, and compliance. The sample size for this
research is typically determined by data saturation, where new information ceases to emerge,
indicating that theoretical saturation has been reached (Guest, Bunce, & Johnson, 2006). The
number of participants will be guided by the principle of saturation, ensuring that a diverse
range of perspectives is represented while maintaining the depth of analysis required for
meaningful insights.

Semi-structured interviews will serve as the primary method of data collection,
allowing for in-depth exploration of participants' perceptions, experiences, and attitudes
towards profitability, solvency, corporate governance, and tax compliance in relation to
sustainable longevity (Denzin & Lincoln, 2018). Interviews will be conducted either in person
or via online platforms, depending on participants' preferences and logistical considerations.

Thematic analysis will be employed to analyze the qualitative data obtained from
interviews (Braun & Clarke, 2006). This iterative process involves systematically coding and
categorizing data to identify recurring themes, patterns, and relationships pertaining to the
research objectives. Themes will be refined through constant comparison and interpretation,
leading to the development of coherent narratives that elucidate the interconnectedness of
profitability, solvency, corporate governance, and tax compliance in fostering corporate
sustainable longevity. By employing a qualitative methodology that integrates purposive
sampling, semi-structured interviews, and thematic analysis, this research aims to generate rich
and nuanced insights into the complex dynamics underlying the relationship between financial

performance, governance practices, compliance behaviors, and organizational sustainability.
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RESULTS

The research findings shed light on the intricate interplay between profitability,
solvency, good corporate governance, and tax compliance concerning corporate sustainable
longevity. Through in-depth interviews with key stakeholders from diverse industries, several
themes emerged, providing insights into the challenges and opportunities faced by
organizations in fostering long-term sustainability.
Theme 1: Profitability and Sustainable Growth

Participants emphasized the critical role of profitability in sustaining corporate
longevity. They highlighted the importance of balancing short-term financial gains with long-
term value creation through strategic investments in innovation, human capital, and market
expansion. According to a CFO interviewed, "Profitability is not just about maximizing
immediate returns, it's about investing in sustainable growth initiatives that ensure the
company's viability and relevance in the future.”
Theme 2: Solvency and Resilience

Solvency emerged as a key determinant of organizational resilience and continuity.
Participants underscored the significance of maintaining adequate liquidity, managing debt
levels prudently, and mitigating financial risks to ensure solvency in the face of economic
uncertainties. A risk management executive stated, "Solvency is essential for weathering
economic downturns and unforeseen challenges. It provides the foundation for sustaining
operations and pursuing growth opportunities without compromising financial stability.”
Theme 3: Corporate Governance and Stakeholder Trust

Good corporate governance was identified as a cornerstone of organizational
sustainability. Participants emphasized the importance of transparency, accountability, and
ethical conduct in building trust among stakeholders and safeguarding the long-term interests
of the company. A board member highlighted, "Effective governance practices foster trust and
confidence among investors, customers, and employees, creating a conducive environment for
sustainable growth and value creation."
Theme 4: Tax Compliance and Social Responsibility

Tax compliance was viewed not only as a legal obligation but also as a demonstration
of corporate citizenship and social responsibility. Participants emphasized the importance of
adhering to tax regulations, maintaining integrity in financial reporting, and contributing to the
welfare of society through responsible tax practices. A tax manager stated, "Ensuring tax
compliance is not just about avoiding penalties; it's about upholding ethical standards and

fulfilling our duty towards the communities in which we operate.”
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Overall, the findings underscore the interconnectedness of profitability, solvency,
corporate governance, and tax compliance in shaping corporate sustainable longevity. By
adopting integrated strategies that prioritize financial resilience, ethical conduct, and
stakeholder trust, organizations can enhance their capacity to navigate challenges, seize
opportunities, and thrive in an ever-changing business environment. Through these insights
gleaned from the interviews, this research contributes to a deeper understanding of the
multifaceted dimensions influencing corporate sustainability and offers practical implications
for policymakers, corporate leaders, and stakeholders striving to promote responsible and

resilient business practices.

DISCUSSION

The research findings provide valuable insights into the complex dynamics underlying
corporate sustainable longevity, particularly concerning profitability, solvency, good corporate
governance, and tax compliance. This discussion synthesizes the key themes that emerged from
the interviews with relevant literature, offering a comprehensive understanding of the
interrelationships among these factors and their implications for organizational resilience and
sustainability. The research findings underscore the pivotal role of profitability in driving
sustainable growth and longevity. Participants emphasized the need for organizations to strike
a balance between short-term profit maximization and long-term value creation. This aligns
with prior research highlighting the importance of sustainable profitability in maintaining
competitive advantage and market relevance (Porter, 1985). Moreover, sustainable profitability
enables firms to reinvest in innovation, expansion, and risk mitigation strategies, enhancing
their capacity to adapt to changing market conditions (Lazonick & O'Sullivan, 2000).

Solvency emerged as a critical factor influencing organizational resilience and
continuity. Participants stressed the importance of maintaining adequate liquidity and
managing debt levels to withstand economic downturns and unforeseen challenges. These
findings resonate with previous studies highlighting the relationship between solvency and
organizational survival (Altman, 1968). A firm's ability to meet its financial obligations and
sustain operations during periods of financial stress is essential for long-term viability and
competitiveness (Giacomino, Merton, & Perold, 1992).

Good corporate governance was identified as a fundamental element in building trust
among stakeholders and safeguarding organizational interests. Participants emphasized the
importance of transparency, accountability, and ethical conduct in governance practices. These

findings align with prior research suggesting that effective governance mechanisms enhance



The Impact of Profitability, Solvency, Good Corporate Governance,
and Tax Compliance on Corporate Sustainable Longevity

stakeholder trust and confidence, thereby contributing to organizational sustainability (Shleifer
& Vishny, 1997). By promoting integrity and responsible decision-making, corporate
governance serves as a cornerstone of sustainable business practices (Solomon, 2010).

Tax compliance was recognized not only as a legal obligation but also as a
manifestation of corporate citizenship and social responsibility. Participants highlighted the
significance of adhering to tax regulations and contributing to the welfare of society through
responsible tax practices. These findings are consistent with prior research emphasizing the
importance of ethical tax behavior in maintaining public trust and legitimacy (Hanlon &
Heitzman, 2010). By fulfilling their tax obligations and engaging in socially responsible tax
practices, organizations can enhance their reputation and contribute to sustainable development
(McGee, 2016).

Comparing the findings of this study with previous research provides additional
insights into the dynamics of profitability, solvency, corporate governance, and tax compliance
in relation to corporate sustainable longevity. Previous studies have highlighted the positive
relationship between profitability and firm growth (Cao & Narayanamoorthy, 2011). However,
this research adds depth by emphasizing the importance of sustainable profitability in fostering
long-term viability and competitiveness. Research on solvency has primarily focused on its
role in financial risk management and capital structure decisions (Lambert & Larcker, 1987).
This study extends the literature by highlighting the implications of solvency for organizational
resilience and continuity in the face of economic uncertainties. While prior research has
explored the impact of corporate governance on firm performance (Adams, Hermalin, &
Weisbach, 2010), this research emphasizes its role in fostering stakeholder trust and
confidence, which are crucial for sustained organizational success. Existing literature has
examined the determinants and consequences of tax compliance (Dyreng, Hanlon, & Maydew,
2008), but this study adds a dimension by highlighting the link between tax compliance and
corporate citizenship, underscoring the importance of ethical tax behavior for organizational
sustainability.

By synthesizing the findings of this study with prior research, a more comprehensive
understanding of the factors influencing corporate sustainable longevity is attained, offering
practical implications for policymakers, corporate leaders, and stakeholders seeking to foster

resilient and responsible business practices.

447 JMCBUS - VOLUME 1, NO. 4, OKTOBER 2023



e-ISSN: 2962-1119; p-ISSN: 2962-0856, Hal 440-450
CONCLUSION:

This research conducted to explore the impact of profitability, solvency, good
corporate governance, and tax compliance on corporate sustainable longevity has provided
valuable insights into the intricate dynamics shaping organizational resilience and success.
Through in-depth interviews with key stakeholders, several key themes have emerged,
illuminating the interconnectedness of these factors and their implications for long-term
sustainability. The findings underscore the significance of profitability and solvency in
sustaining corporate longevity by balancing short-term financial gains with long-term value
creation and financial stability. Moreover, good corporate governance practices play a crucial
role in fostering stakeholder trust, transparency, and accountability, which are essential for
maintaining organizational viability and relevance. Additionally, responsible tax compliance
not only fulfills legal obligations but also reflects corporate citizenship and social
responsibility, contributing to sustainable economic development and stakeholder trust.

However, it is essential to acknowledge the limitations of this study. The qualitative
nature of the research limits the generalizability of the findings to broader populations or
industries. The sample size, although guided by the principle of data saturation, may not capture
the full diversity of perspectives within the corporate landscape. Furthermore, the subjective
nature of qualitative research introduces the potential for bias in data interpretation and

analysis, despite efforts to maintain rigor and reflexivity throughout the research process.
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