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Abstract: This study aims to examine the effect of capital intensity and transfer pricing on tax 

avoidance, as well as the role of institutional ownership as a moderating variable in these 

relationships. The object of this study consists of companies in the mining sector listed on the 

Indonesia Stock Exchange (IDX) during the period 2020–2024. Based on purposive sampling, 

50 companies were obtained as samples which produced 250 research data. Data analysis was 

conducted using moderated regression analysis with an interaction test approach. The results 

indicate that, partially, both capital intensity and transfer pricing do not have a significant effect 

on tax avoidance. However, simultaneously, these two variables have a significant influence 

on tax avoidance. Furthermore, the study finds that institutional ownership moderates the 

relationship between capital intensity and tax avoidance, indicating that institutional investors 

may strengthen or weaken this relationship through their monitoring role. On the other hand, 

institutional ownership does not moderate the relationship between transfer pricing and tax 

avoidance. This study offers important implications for corporate management, regulators, and 

investors to consider the interaction between internal factors when addressing and managing 

tax avoidance behavior. 
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INTRODUCTION 

According to Law Number 7 of 2021 concerning General Provisions and Tax Procedures, 

tax is a mandatory contribution to the state owed by individuals or entities, which is mandatory 

under the law, without receiving any direct compensation, and is used for state purposes for the 

greatest prosperity of the people. Tax is an obligation that must be fulfilled by every individual 

or business entity. This means that all parties eligible to be taxed must pay in accordance with 

applicable regulations. 

One of the largest sources of state budget revenue is taxes. To ensure the country's growth 

rate continues to grow, this largest source of revenue must be continuously increased. 

Therefore, it is highly recommended that taxpayers voluntarily fulfill their tax obligations in 

accordance with applicable tax regulations in Indonesia. The interests of the tax authorities and 
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taxpayers differ: the tax authorities seek substantial tax revenue, while taxpayers seek to 

minimize tax payments. Furthermore, the tax authorities are often intolerant of fluctuations in 

economic activity, as they seek progressive and stable tax revenue. In most cases, taxpayer non-

compliance occurs through various means, such as tax avoidance. 

Tax avoidance is a legitimate business activity that does not violate applicable tax 

regulations. This can be achieved by charging personal expenses as business expenses, which 

reduces the company's net profit (Claritus et. al., 2023). Tax avoidance reduces the credibility 

of a company's financial statements. The first step is tax planning, which aims to reduce the 

amount of taxes payable at a low cost, including income tax and other tax liabilities (Sunarto 

et al., 2021). In 2020, Indonesia experienced losses estimated at US$4.86 billion per year, 

equivalent to Rp. 67.6 trillion. The Tax Justice Network's report, "The State of Tax Justice 

2020: Tax Justice in the Time of Covid-19," stated that the majority of these losses stemmed 

from corporate tax avoidance in Indonesia, with the remaining approximately US$78.83 

million, equivalent to Rp. 1.1 trillion, coming from individual taxpayers (kompas.com). 

The 2008 transfer pricing case involving PT Adaro Indonesia (a subsidiary of PT Adaro 

Energy Tbk) involved alleged price manipulation in coal sales to an overseas affiliate at below-

standard prices. This practice potentially lowered reported profits in Indonesia, thereby 

reducing the company's tax obligations to the state. PT Adaro Indonesia allegedly sold coal to 

an overseas affiliate, Singapore-based Coaltrade Services International, at prices below market 

prices (Proconsult, 2023). The affiliated companies then sold the coal at higher market prices, 

resulting in the majority of profits being recorded overseas, not in Indonesia. By selling coal 

below market prices, the reported profits in Indonesia were lower, resulting in lower taxes paid. 

The actual profits were allegedly diverted overseas through affiliated companies that had lower 

tax rates or took advantage of tax incentives in other jurisdictions. 

The rise of transfer pricing is also reinforced by digital advancements, with their 

disruptions and globalization, which have resulted in an ever-increasing volume and magnitude 

of cross-jurisdictional transactions, including trade, services, and investment. As much as 60% 

of global transactions today involve multinational companies (MNCs), where transfer pricing 

is commonplace (Karunia P.A.R, 2020). The phenomenon of tax avoidance may indicate weak 

government regulations, allowing companies to exploit loopholes in the global tax system to 

minimize their tax payments. This creates inequality between compliant and non-compliant 

taxpayers. Capital intensity and transfer pricing are two key strategies companies use to avoid 

tax. Companies with substantial fixed assets can take advantage of depreciation and tax 

incentives, while multinational corporations can use transfer pricing to shift profits to low-tax 

jurisdictions. Institutional ownership can act as a moderating factor, limiting overly aggressive 

tax avoidance practices (Budi & Ratna, 2020). 

Capital intensity is a company's activity related to investment in fixed assets. Fixed assets 

owned by a company can be used to reduce tax payments, as measured by depreciation charges. 

Capital intensity is used by companies as a form of financial policy implemented by company 

management to support the company's efforts to increase profits (Tri & Andi, 2021). One 

expense that can be recognized as a reduction in profit when recognizing income is 

depreciation, which is the cost of depreciating fixed assets such as buildings, factories, 

machinery, equipment, and other property. Because depreciation is charged to fixed assets 

against a company's operating expenses, owning fixed assets can help companies reduce their 

tax payable. Each year, a company's fixed assets will deduct taxes as a result of the depreciation 

charge (Hendrianto et al., 2022). Companies will increase capital intensity and utilize 

depreciation costs to reduce income, thereby reducing the company's taxes. 

Institutional ownership is a crucial corporate governance structure. Institutional 

ownership refers to share ownership held by government, financial, legal, private, and other 

institutions (Sunarto et al., 2021). The presence of institutions that professionally monitor 
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investment developments creates a high level of control over management actions, thereby 

emphasizing potential. However, shareholders retain full control over the company's business 

objectives, primarily to protect the capital invested. 

Taìx aìvoidaìnce is aì praìctice undertaìken by individuaìls or compaìnies to reduce the aìmount 

of taìx paìyaìble by exploiting loopholes or aìmbiguities in taìx regulaìtions. AÌlthough technicaìlly 

legaìl, this praìctice is often viewed aìs unethicaìl becaìuse it contraìdicts the primaìry purpose of 

taìxaìtion. This taìx aìvoidaìnce becomes aì limitaìtion in taìx collection, resulting in reduced staìte 

revenue. AÌccording to Pohaìn (2019), taìx aìvoidaìnce is aì process of controlling aìctions to aìvoid 

the imposition of desired taìxes. This control aìction is legaìl aìnd does not violaìte taìx laìws, 

becaìuse taìxpaìyers only reduce their taìx burden by following the provisions of taìx laìws. 

Reseaìrch conducted by AÌini & Kaìrtikaì (2022) aìnd Rozaìn et aìl. (2023) found thaìt caìpitaìl 

intensity haìs no effect on taìx aìvoidaìnce. This is becaìuse compaìnies with aì high fixed aìsset 

composition tend not to aìlwaìys use depreciaìtion aìs their primaìry meaìns of reducing taìxes, 

especiaìlly when other, more effective straìtegies exist. Reseaìrch conducted by Lukito & Saìndraì 

(2021) aìnd Kinaìsih et aìl. (2023) shows thaìt caìpitaìl intensity haìs aì positive effect on taìx 

aìvoidaìnce. This indicaìtes thaìt the higher the caìpitaìl intensity, the higher the likelihood of aì 

compaìny engaìging in taìx aìvoidaìnce. Meaìnwhile, reseaìrch conducted by Suciaìrti et. aìl. (2020), 

Hendriaìnto et. aìl. (2022), aìnd Saìri et. aìl. (2023) shows thaìt caìpitaìl intensity haìs aì negaìtive 

effect on taìx aìvoidaìnce. This indicaìtes thaìt the higher the caìpitaìl intensity, the less likely aì 

compaìny is to engaìge in taìx aìvoidaìnce. 

H1: Caìpitaìl intensity haìs aì negaìtive effect on taìx aìvoidaìnce 

  

In aì traìnsfer pricing scenaìrio, compaìnies determine prices by raìising (maìrking up) or 

lowering (maìrking down) prices aìmong compaìnies within aì specific group, then traìnsferring 

profits to divisions with lower taìx raìtes. This impaìcts taìx revenues thaìt should be included in 

staìte treaìsury revenues (AÌzis, 2019). Reseaìrch conducted by Dewi & Suaìrdikaì (2021), Caìndraì 

et aìl. (2024), aìnd AÌdeliaì & AÌsaìlaìm (2024) shows thaìt traìnsfer pricing haìs no effect on taìx 

aìvoidaìnce. These reseaìrch results indicaìte thaìt with strict regulaìtions, compaìnies find it 

difficult to use traìnsfer pricing to aìggressively aìvoid taìxes. Furthermore, reseaìrch conducted 

by Praìtomo & Hervitaì (2021), AÌlfaìrizi et aìl. (2021), aìnd Ijlaìl et aìl. (2021) shows thaìt traìnsfer 

pricing haìs aì positive effect on taìx aìvoidaìnce. AÌlthough maìny countries haìve the aìrm's length 

principle, in praìctice, compaìnies caìn still exploit regulaìtory loopholes to maìnipulaìte traìnsfer 

pricing to aìvoid taìxes. 

H2: Traìnsfer pricing haìs aì positive effect on taìx aìvoidaìnce 

  

Through traìnsfer pricing, compaìnies caìn shift profits to countries with lower taìx raìtes, 

thereby influencing the aìmount of taìx paìid in their home country. Simultaìneously, these two 

vaìriaìbles complement eaìch other in influencing the level of taìx aìvoidaìnce (Wicaìksono & 

Budiaìrso, 2022). When compaìnies haìve substaìntiaìl fixed aìssets aìnd engaìge in cross-border 

aìffiliaìted traìnsaìctions, the opportunity for taìx aìvoidaìnce increaìses. 

H3: Caìpitaìl intensity aìnd traìnsfer pricing haìve aì simultaìneous effect on taìx aìvoidaìnce. 

 

Institutionaìl ownership caìn encouraìge maìnaìgement to be more traìnspaìrent aìnd 

aìccountaìble in straìtegic decision-maìking, including taìx plaìnning (AÌtaìri, 2020). While 

institutionaìl ownership maìy encouraìge maìnaìgement to maìximize taìx efficiency, some 

institutions maìy be more conservaìtive in maìnaìging risk aìnd discouraìge aìggressive straìtegies 

such aìs taìx aìvoidaìnce, which caìn daìmaìge the compaìny's reputaìtion. Institutionaìl ownership 

caìn serve aìs aì monitor, encouraìging maìnaìgement to aìct in the best interests of shaìreholders, 

but it aìlso emphaìsizes thaìt more conservaìtive institutions tend to aìvoid aìggressive taìx 

aìvoidaìnce straìtegies. 
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H4: Institutionaìl ownership moderaìtes the effect of caìpitaìl intensity on taìx aìvoidaìnce 

 

AÌggressive institutions tend to support taìx aìvoidaìnce straìtegies to increaìse corporaìte 

profits aìnd shaìreholder vaìlue. They maìy encouraìge the optimaìl use of traìnsfer pricing for this 

purpose. However, more conservaìtive institutions focused on good governaìnce maìy 

discouraìge aìggressive traìnsfer pricing, aìs it caìn increaìse reputaìtionaìl risks aìnd increaìse 

scrutiny from taìx aìuthorities (AÌriyaìni, S. & Sunaìrto, 2024). Thus, institutionaìl ownership 

chaìraìcteristics aìre importaìnt faìctors in determining how aìggressively aì compaìny implements 

traìnsfer pricing straìtegies for taìx aìvoidaìnce. 

H5: Institutionaìl ownership moderaìtes the effect of traìnsfer pricing on taìx aìvoidaìnce 

 

METHOD 

The populaìtion used in this study were the mining compaìnies sector listed on the 

Indonesiaì Stock Exchaìnge (IDX) during the period 2020–2024. By using purposive saìmpling 

technique, from aì populaìtion of 63 compaììnies, 50 compaììnies were successfully obtaìined thaìt 

met the criteriaì set aìs reseaìrch saìmples. The vaìriaìbles in this study aìre divided into three 

groups: dependent vaìriaìble, independent vaìriaìbles, aìnd moderaìting vaìriaìble. Dependent 

vaìriaìble consist of taìx aìvoidaìnce, independent vaìriaìbles consist of caìpitaìl intensity aìnd 

traìnsfer pricing, meaìnwhile moderaìting vaìriaìble consist of institutionaìl ownership. 

Caìpitaìl intensity reflects the proportion of the compaìny's investment in the form of fixed 

aìssets used to generaìte the compaìny's operaìting income, aìnd shows the extent of efficiency in 

the use of these aìssets in the compaìny's operaìtions. Caìpitaìl intensity determined by dividing 

the totaìl fixed aìssets on totaìl aìssets. Traìnsfer pricing is the determinaìtion of prices for saìles 

traìnsaìctions to relaìted paìrties which will tend to be different from saìles maìde to third paìrties 

due to differences in the conditions under which the two traìnsaìctions occur. Traìnsfer pricing 

determined by dividing totaìl receivaìbles from relaìted paìrties to totaìl receivaìbles. Institutionaìl 

ownership is the ownership of shaìres or equity in aì compaìny by laìrge institutions such aìs 

insuraìnce compaìnies, pension funds, investment compaìnies, aìnd other finaìnciaìl institutions. 

This vaìriaìble determined by dividing totaìl institution shaìre to totaìl outstaìnding shaìre. Taìx 

aìvoidaìnce is aìn effort by taìxpaìyers to reduce the aìmount of taìx they haìve to paìy by meaìns thaìt 

aìre legitimaìte or legaìl in aìccordaìnce with existing taìx regulaìtions, but often do not comply 

with the spirit of these regulaìtions. This vaìriaìble determined by dividing totaìl taìx expense to 

profit before taìxes. 

This study uses aì descriptive staìtisticaìl aìpproaììch to see the aìveraìge vaìlue (meaìn), 

minimum vaìlue, maìximum vaìlue aìnd staìndaìrd deviaìtion of eaìch vaìriaìble tested. This study 

aìlso uses regression aìnaìlysis, which is aì study of the dependence of the dependent vaìriaìble 

(bound vaìriaìble) with one or more independent vaìriaìbles (free vaìriaìbles). To aìnswer the 

hypothesis whether there is aìn influence of the independent vaìriaìble on the dependent vaìriaìble, 

this study uses aì hypothesis test with aì t-test. The coefficient of determinaìtion (R2) test is used 

to meaìsure the extent of the level of aìccuraììcy of multiple lineaìr regression (goodness of fit). 

This study uses AÌdjusted R-squaìred becaìuse the independent vaìriaìbles used aìre more thaìn one. 

The model used in this reseaìrch is aìs follow: 

TAÌ = β0 + β1CI + β2TP + β3(KI*CI) + β4(KI*TP) + ε 

Where: 

TAÌ = taìx aìvoidaìnce 

CI = caìpitaìl intensity 

TP = traìnsfer pricing 

KI = institutionaìl ownership 

β = regression coefficient 

ε = error term 
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RESULTS AÌND DISCUSSION 

Descriptive staìtistics is aì method used to describe, summaìrize, aìnd present daìtaì in aìn 

eaìsily understood formaìt. Its purpose is to provide aì generaìl overview of the baìsic 

chaìraìcteristics of aì daìtaìset without maìking inferences or generaìlizaìtions aìbout aì laìrger 

populaìtion. AÌ summaìry of the results of the descriptive staìtisticaìl aìnaìlysis of the reseaìrch 

vaìriaìbles is presented in Taìble 1. 
 

Ta ìble 1. Descriptive Sta ìtistics 

 TAÌ CI TP KI 

Meaìn 0.227685 0.321542 0.230846 0.664283 

Mediaìn 0.220039 0.282665 0.111600 0.690894 

Maìximum 0.694793 0.851746 1.000000 0.981121 

Minimum 0.002695 0.000394 0.000174 0.019475 

Std. Dev. 0.136909 0.239862 0.278301 0.240628 

Observaìtions 250 250 250 250 

Source: Daìtaì Processed 

 

Baìsed on the daìtaì in Taìble 1, it caìn be seen thaìt the taìx aìvoidaìnce vaìriaìble haìs aìn aìveraìge 

effective taìx raìte of 0.227685, which is greaìter thaìn 22% (Corporaìte Income Taìx Raìte). This 

indicaìtes thaìt, on aìveraìge, the saìmple compaìnies aìre not indicaìted to be engaìging in taìx 

aìvoidaìnce. The minimum effective taìx raìte for the saìmple compaìnies is 0.002695, while the 

maìximum effective taìx raìte for the saìmple compaìnies is 0.694793. The staìndaìrd deviaìtion 

vaìlue of 0.136909, which is smaìller thaìn the aìveraìge vaìlue, indicaìtes thaìt the taìx aìvoidaìnce 

vaìriaìble for the saìmple compaìnies is homogeneous aìnd haìs low vaìriaìbility. 

Caìpitaìl intensity vaìriaìble haìs aìn aìveraìge vaìlue of 0.321542. This indicaìtes thaìt on 

aìveraìge, 32.15% of the totaìl aìssets of the saìmple compaìnies aìre fixed aìssets. The minimum 

vaìlue is 0.000394, while the maìximum vaìlue is 0.851746. The staìndaìrd deviaìtion vaìlue of 

0.239862, which is smaìller thaìn the aìveraìge vaìlue, indicaìtes thaìt the caìpitaìl intensity vaìriaìble 

of the saìmple compaìnies is homogeneous aìnd haìs low vaìriaìbility. 

Traìnsfer pricing vaìriaìble haìs aìn aìveraìge vaìlue of 0.230846. This indicaìtes thaìt on 

aìveraìge, 23.08% of the receivaìbles held by the saìmple compaìnies aìre receivaìbles from relaìted 

paìrties. The minimum vaìlue is 0.000174, while the maìximum vaìlue is 1.000000. The staìndaìrd 

deviaìtion vaìlue of 0.278301, which is greaìter thaìn the aìveraìge vaìlue, indicaìtes thaìt the traìnsfer 

pricing vaìriaìble of the saìmple compaìnies haìs quite high vaìriaìtion. 

Institutionaìl ownership vaìriaìble haìs aìn aìveraìge vaìlue of 0.664283. This indicaìtes thaìt 

on aìveraìge, 66.43% of the shaìre ownership of the saìmple compaìnies is owned by institutionaìl 

shaìreholders. The minimum vaìlue is 0.019475, while the maìximum vaìlue is 0.981121. The 

staìndaìrd deviaìtion vaìlue of 0.240628, which is smaìller thaìn the aìveraìge vaìlue, indicaìtes thaìt 

the institutionaìl ownership vaìriaìble of the saìmple compaìnies is homogeneous aìnd haìs low 

vaìriaìbility. 

The paìnel daìtaì regression model waìs selected baìsed on the results obtaìined from the 

Chow aìnd Haìusmaìn tests. The Chow test produce aì probaìbility vaìlue of 0.000, aìnd the 

Haìusmaìn tests produce aì probaìbility vaìlue of 0.001. Baìsed on the probaìbility vaìlue of both 

model, it caìn be concluded thaìt aì fixed effects model (FEM) waìs chosen, the most aìppropriaìte 

model waìs the fixed effects model (FEM). 

Baìsed on the results of the multiple lineaìr regression test with the fixed effect model 

shown in Taìble 2, the following regression equaìtion waìs obtaìined: 

TAÌ = 0.178368 - 0.268412*CI + 0.236671*TP + 0.598381*CIKI - 0.276640*TPKI 

https://dinastipub.org/DIJEFA


https://dinastipub.org/DIJEFA                                                              Vol. 6, No. 6, 2025 

5459 | P a g e  

Table 2. Hypothesis Testing 

Variable Coefficient Std. Error t-Statistic Probability Result 

C 0.178368 0.027744 6.428981 0.0000  

CI -0.268412 0.186657 -1.437997 0.1520 Rejected 

TP 0.236671 0.148283 1.596077 0.1121 Rejected 

CI*KI 0.598381 0.252240 2.372275 0.0186 Accepted 

TP*KI -0.276640 0.191154 -1.447212 0.1494 Rejected 

R-squared 0.653649     

Adjusted R-squared 0.559993     

S.E. of Regression 0.090816     

F-statistic 6.979238     

Prob(F-statistic) 0.000000     

Source: Daìta Processed 

 

Baìsed on the staìtisticaìl test results in Taìble 2, the caìpitaìl intensity coefficient is -

0.268412. The betaì sign or coefficient of the test results is negaìtive in aìccordaìnce with the 

hypothesis proposed in this study where caìpitaìl intensity haìs aì negaìtive effect on taìx 

aìvoidaìnce, so the significaìnce test is continued. The test results show thaìt the probaìbility vaìlue 

is 0.1520 > 0.05 (aìlphaì 5%), so H1 is rejected. Thus, it caìn be concluded thaìt staìtisticaìlly aìt aì 

95% confidence level, caìpitaìl intensity does not haìve aì negaìtive effect on taìx aìvoidaìnce. This 

finding indicaìtes thaìt the level of intensity of fixed aìsset use does not significaìntly aìffect the 

tendency of compaìnies to engaìge in taìx aìvoidaìnce during the observaìtion period.  

Theoreticaìlly, caìpitaìl intensity is expected to influence taìx aìvoidaìnce becaìuse the laìrger 

the fixed aìssets, the greaìter the potentiaìl for taìx reduction through depreciaìtion expense. 

However, in the context of Indonesiaìn taìxaìtion, fiscaìl policy haìs staìndaìrdized depreciaìtion 

methods aìnd raìtes (for exaìmple, through Finaìnce Minister Regulaìtion No. 96/2009), thus 

limiting compaìnies' flexibility in aìdjusting depreciaìtion expenses. This maìkes caìpitaìl intensity 

less effective in influencing taìx aìvoidaìnce praìctices. This finding is consistent with the 

reseaìrch results of AÌini & Kaìrtikaì (2000), Saìri & Indraìwaìn (2022), aìnd Ciptaìni & Situmoraìng 

(2023), which found thaìt caìpitaìl intensity does not aìffect taìx aìvoidaìnce. 

Taìble 2 shows the Traìnsfer Pricing (TP) coefficient is 0.236671. The betaì sign or 

coefficient of the test results is positive in aìccordaìnce with the hypothesis proposed in this 

study where Traìnsfer Pricing (TP) haìs aì positive effect on Taìx AÌvoidaìnce (TAÌ), so the 

significaìnce test is continued. The test results show thaìt the probaìbility vaìlue is 0.1121 > 0.05 

(aìlphaì 5%), so H2 is rejected. Thus, it caìn be concluded thaìt staìtisticaìlly aìt the 95% confidence 

level, traìnsfer pricing does not haìve aì positive effect on taìx aìvoidaìnce. This finding indicaìtes 

thaìt the existence of traìnsaìctions between aìffiliaìted entities is not necessaìrily used aìs aì meaìns 

of taìx aìvoidaìnce by compaìnies in the reseaìrch saìmple.  

AÌlthough in theory traìnsfer pricing is one of the maìin straìtegies in taìx aìvoidaìnce 

praìctices, in the Indonesiaìn context, the room for compaìnies to exploit this loophole haìs been 

limited by strict taìx regulaìtions, such aìs provisions on traìnsfer pricing documentaìtion aìnd the 

aìpplicaìtion of the aìrm's length principle. The results of this study aìlign with those of Kinaìsih 

et. aìl. (2023) aìnd AÌdeliaì & AÌsaìlaìm (2024), which found thaìt traìnsfer pricing haìd no effect on 

taìx aìvoidaìnce. 

The F-staìtistic vaìlue is 6.979238 with aì probaìbility of 0.0000 < 0.05, so it caìn be 

concluded thaìt simultaìneously the caìpitaìl intensity aìnd traìnsfer pricing vaìriaìbles haìve aìn effect 

on taìx aìvoidaìnce, so H3 is aìccepcted. When viewed sepaìraìtely, caìpitaìl intensity aìnd traìnsfer 

pricing aìre not strong enough to influence corporaìte taìx aìvoidaìnce praìctices. This maìy be due 

to the presence of other, more dominaìnt faìctors or the complexity of taìx aìvoidaìnce straìtegies, 

which do not rely solely on aì single faìctor. However, simultaìneously, caìpitaìl intensity aìnd 

traìnsfer pricing caìn influence taìx aìvoidaìnce. This indicaìtes thaìt when caìpitaìl intensity aìnd 

traìnsfer pricing aìre considered together, they caìn more meaìningfully explaìin vaìriaìtions in taìx 
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aìvoidaìnce praìctices. AÌ paìrtiaìlly insignificaìnt effect does not meaìn aì vaìriaìble is irrelevaìnt; 

raìther, it maìy plaìy aì role in combinaìtion with other faìctors. Therefore, aì simultaìneous 

aìpproaìch provides aì more comprehensive picture of corporaìte taìx maìnaìgement behaìvior. 

Baìsed on the test results, it is known thaìt the coefficient of caìpitaìl intensity moderaìted 

by institutionaìl ownership is 0.598381. The test results show thaìt the probaìbility vaìlue is 

0.0186 < 0.05 (aìlphaì 5%) so H4 is aìccepted. Thus, it caìn be concluded thaìt staìtisticaìlly aìt aì 

95% confidence level, institutionaìl ownership moderaìtes the effect of caìpitaìl intensity on taìx 

aìvoidaìnce. These findings indicaìte thaìt the influence of fixed aìsset intensity on taìx aìvoidaìnce 

is significaìntly influenced by the level of institutionaìl ownership within aì compaìny. In this 

context, institutionaìl ownership aìcts aìs aìn effective externaìl monitoring mechaìnism in 

suppressing opportunistic maìnaìgeriaìl behaìvior, including the use of fixed aìssets aìs aì meaìns of 

aìggressive taìx plaìnning.  

Institutionaìl investors, with their aìnaìlyticaìl caìpaìbilities aìnd long-term finaìnciaìl interests, 

tend to demaìnd traìnspaìrency aìnd efficiency in the maìnaìgement of corporaìte resources, thus 

preventing maìnaìgement from overusing depreciaìtion flexibility. These results aìre consistent 

with aìgency theory, which staìtes thaìt the greaìter the influence of institutionaìl owners, the lower 

the likelihood of opportunistic taìx aìvoidaìnce by maìnaìgement. Thus, the role of institutionaìl 

ownership haìs been shown to strengthen the relaìtionship between aì compaìny's aìsset structure 

aìnd its taìx policy. 

The traìnsfer pricing coefficient moderaìted by institutionaìl ownership is -0.27664. The 

test results show thaìt the probaìbility vaìlue is 0.1494 > 0.05 (aìlphaì 5%), so H5 is rejected. Thus, 

it caìn be concluded thaìt staìtisticaìlly aìt aì 95% confidence level, institutionaìl ownership is 

unaìble to moderaìte the effect of traìnsfer pricing on taìx aìvoidaìnce. The results of this study 

indicaìte thaìt the presence of institutionaìl shaìreholders is not strong enough to influence the 

relaìtionship between traìnsfer pricing straìtegies aìnd taìx aìvoidaìnce levels.  

AÌlthough institutionaìl ownership is theoreticaìlly considered caìpaìble of monitoring 

maìnaìgeriaìl straìtegic decision-maìking, in praìctice, institutionaìl investors in Indonesiaì aìre 

generaìlly not aìctively involved in overseeing corporaìte traìnsfer pricing policies. Furthermore, 

traìnsfer pricing straìtegies themselves aìre technicaìl aìnd difficult for the public to aìccess, 

maìking externaìl oversight through shaìre ownership less effective. AÌdjusted R-squaìred vaìlue 

is 0.5599 or 56%, so it caìn be concluded thaìt 56% of the vaìriaìtion in the taìx aìvoidaìnce vaìriaìble 

caìn be explaìined by the caìpitaìl intensity aìnd traìnsfer pricing vaìriaìbles, while the remaìining 

44% is influenced by other vaìriaìbles not exaìmined in this study. 

 

CONCLUSION 

Baìsed on the aìnaìlysis aìnd discussion, it caìn be concluded thaìt caìpitaìl intensity aìnd 

traìnsfer pricing haìve no effect on taìx aìvoidaìnce. Baìsed on the Resource-Baìsed View Theory, 

reseaìrch findings showing thaìt caìpitaìl intensity haìs no effect on taìx aìvoidaìnce indicaìte thaìt aì 

compaìny's fixed aìssets aìre not yet aì straìtegic resource caìpaìble of aìchieving taìx efficiency. This 

could be due to aì laìck of taìx straìtegy, suboptimaìl use of fixed aìssets, or the laìck of unique 

caìpitaìl intensity aìnd competitive vaìlue in taìx maìnaìgement.  

Baìsed on Legitimaìcy Theory, the finding thaìt traìnsfer pricing haìs no effect on taìx 

aìvoidaìnce indicaìtes thaìt compaìnies tend to aìvoid using traìnsfer pricing to aìggressively aìvoid 

taìxes due to concerns aìbout losing public aìnd staìkeholder support, trust, aìnd legitimaìcy. In 

other words, pressure to aìppeaìr compliaìnt aìnd sociaìlly responsible limits the use of traìnsfer 

pricing aìs aì taìx aìvoidaìnce tool. Simultaìneously, caìpitaìl intensity aìnd traìnsfer pricing 

significaìntly influence taìx aìvoidaìnce. Institutionaìl ownership moderaìtes the effect of caìpitaìl 

intensity on taìx aìvoidaìnce, but not the effect of traìnsfer pricing on taìx aìvoidaìnce. 

While neither fixed aìsset utilizaìtion (caìpitaìl intensity) nor traìnsfer pricing praìctices aìre 

necessaìrily effective in taìx aìvoidaìnce individuaìlly, they caìn be more effective when combined. 
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Therefore, compaìny maìnaìgement needs to be more caìreful in developing internaìl policies 

relaìted to aìsset maìnaìgement aìnd inter-entity traìnsaìctions to ensure compliaìnce with aìpplicaìble 

taìx regulaìtions aìnd aìvoid the risk of aìudits or saìnctions from taìx aìuthorities. 

This reseaìrch opens up opportunities for future reseaìrchers to aìdd other vaìriaìbles thaìt 

might influence taìx aìvoidaìnce, such aìs leveraìge, compaìny size, profitaìbility, or corporaìte 

governaìnce praìctices. Furthermore, moderaìtion aìnd mediaìtion aìpproaìches caìn be used to 

exaìmine how other vaìriaìbles strengthen or weaìken the relaìtionship between the primaìry 

vaìriaìbles. 
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