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Abstract. This study aims to examine the effect of institutional ownership, capital intensity and transfer
pricing on tax avoidance with good corporate governance as a moderating variable. The sample in this study
is mining sector companies listed on the Indonesia Stock Exchange (IDX) in 2018-2022 with a total sample
of 41 companies. This research method uses a quantitative approach by collecting data through annual
financial reports and information related to the sample in this study. The data analysis techniques used are
multiple linear regression and Moderated Regression Analysis (MRA). The results of the study indicate
that institutional ownership and capital intensity have a positive effect on tax avoidance, transfer pricing
has a negative effect on tax avoidance, while good corporate governance is able to moderate the effect of
institutional ownership on tax avoidance and good corporate governance does not moderate the effect of
capital intensity and transfer pricing on tax avoidance.

Keywords: Institutional Ownership, Capital Intensity, Transfer Pricing, Tax Avoidance, Good Corporate

Governance.

1. Introduction

Tax is the transfer of wealth from a person/body or the imposition of mandatory levies on a person/body by
the government directly and indirectly according to regulations so that it can be enforced for certain government
purposes, the results of which are not felt directly by the individual (Sinaga, 2014). In general, taxes are not paid in
exchange for certain benefits, such as public services, property sales, or the issuance of government bonds. In addition,
taxes can be collected for the welfare of taxpayers as a whole (Neumark,dkk., 2019).

Companies have a large contribution to a country's tax revenue, but it turns out that many companies consider
taxes to be a burden component in financial reports that can reduce their net profit. (Sabna dan Wulandari, 2021).
Besides that, if viewed from another side, the main objective of the company is to achieve maximum profit for the
welfare of the company's stakeholders, so this is the basis for the company in carrying out tax avoidance actions.

Tax avoidance actions are carried out so that the company can achieve its main objective, namely optimizing
profits, which is expected to have an impact on increasing the company's competitiveness, and at the same time the
company is still able to fulfill its responsibilities as a taxpayer to the government, which is one of the company's
stakeholders. Tax avoidance actions are carried out by companies by taking advantage of the differences in the rules
for calculating profits according to commercial rules and profits according to tax rules, because not all income or
expenses recognized in SAK can also be recognized by tax regulations. This difference in recognition of expenses and

income is often used by companies to find loopholes in regulating the amount of tax so that it can be as minimal as
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possible through such planning (tax planning) (Hikmah dan Sulistyowati, 2020). This is what drives companies to
engage in tax avoidance practices.

The development of tax avoidance practices has been widely discussed in the media and literature, one of
which is the G20 Inclusive Framework on BEPS (Base Erosion and Profit Shifting) Forum which is supported by
more than 135 countries and jurisdictions. In the 2023 period, India was appointed to lead the G20 and discuss issues
related to the global economy and one of them is tax avoidance practices (Indonesia.go.id, 2023). Tax authorities
around the world have recognized that international tax avoidance has resulted in a progressive reduction in tax
revenues as evidenced by the decline in the number of corporate effective tax rates (ETR) and the increase in the
number of companies reporting zero tax liability. Some of the main reasons attributed to the absence of reported
corporate tax liability are the abuse of transfer pricing rules and the use of tax havens (Taylor dan Richardson, 2012).

Literature that discusses Tax Avoidance practices, one of which is research conducted by Tran, et al. (2023)
states that tax avoidance still occurs in Vietnam. This is because among the developing countries in Asia, the corporate
governance structure in Vietnam is considered undeveloped with the lowest corporate governance score among Asian
countries in 2012 to 2019.

Companies in Indonesia themselves are not free from tax avoidance practices, where Indonesia is one of the
developing countries with the greatest losses caused by tax avoidance practices. One of the tax avoidance cases that
occurred was at PT Adaro Energy Tbk. According to the Taxing Times for Adaro report by Global Witness, Adaro
Energy avoided or reduced tax payments that should have been the company's responsibility by transferring its profits
to a network of overseas companies that are tax havens. Adaro Energy Company used this method to reduce the
amount of tax by 125 million US dollars in 2009 to 2017 (Global Witness, 2019).

This phenomenon causes losses to the state because state revenues from the tax sector are reduced, so that
the relationship between the government as a tax agent and the company as a taxpayer in the practice of tax avoidance
creates an agency problem. Agency theory is a theory that states that there is a working relationship between the party
that gives authority (principal) and the party that receives authority (agent) (Jensen dan Meckling, 1976). Agency
theory requires one of the taxpayers as an agent, namely the company, to be obliged to carry out reporting and payment
of the amount of tax owed as a form of contribution to the state to the government as the principal. The emergence of
a gap that in fact tax avoidance behavior does not fall into the realm of violating tax regulations because it does not
violate the law but causes government revenue from the tax sector to not be maximized (Asriani, dkk., 2023).

Factors that can be done to prevent tax avoidance practices are institutional ownership is the ownership of
the number of shares owned by several non-bank institutions including mutual fund companies, insurance companies
and other non-bank companies. Institutional investors generally invest their funds more, so they have an attitude to
monitor the company more intensively (Merslythalia dan Lasmana, 2016). Research result (Ariawan dan Setiawan,
2017) and (Mita Dewi, 2019) states that institutional ownership has a positive effect on tax avoidance. The results of
the study (Darsani dan Sukartha, 2021) with (Pratomo dan Risa Aulia Rana, 2021) which shows that institutional
ownership has a negative influence on tax avoidance.

Capital Intensity is also one of the components that influences tax avoidance behavior in companies, where

companies invest their assets in fixed assets and utilize depreciation of the company's fixed assets which will affect
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the company's tax payments. Capital Intensity is the ratio of investment activities carried out by companies related to
investments in the form of fixed assets (capital intensity) and inventory (inventory intensity). According to the results
of research conducted by (Amala dan Safriansyah, 2020) in mining companies and also (Puspita and Febrianti, 2018)
in manufacturing companies concluded that capital intensity does not have a positive effect on tax avoidance. Research
conducted by (Kristiani, dkk., 2020) In the mining sector, capital intensity has a positive and significant effect on tax
avoidance, which means that the higher the company's capital intensity, the higher the tax avoidance carried out by
the company.

Another factor that companies are also actively implementing in their aim to avoid taxes is the practice of
transfer pricing. Based on the Regulation of the Director General of Taxes Number: PER-32/PJ/2011, transfer pricing
is the determination of prices in transactions between parties that have a special relationship. According to Christy
dkk. (2022) Transfer pricing is defined as a specific selling value or price used in inter-divisional exchanges to record
the income of the selling division and the costs of the buying division. The results of research conducted by (Muhajirin
dkk., 2021) shows that Transfer Pricing has a positive and significant effect on Tax Avoidance. Research conducted
by (Christy dkk., 2022) the research results show that transfer pricing has a negative and significant influence on tax
avoidance. However, it is different from the research results (Dewi, dkk., 2023) shows that transfer pricing is known
to have no significant influence on tax avoidance.

Tax avoidance carried out by companies cannot be separated from the orders of superiors or company leaders
so that an evaluation must be carried out to create transparency in financial reports, especially tax reports. This
improvement can be done through Corporate Governance. According to the National Committee on Governance
Policy (Governance, 2006) GCG is a regulation that governs relations between sharcholders, company managers, and
other internal and external stakeholders relating to rights and obligations. Meanwhile, according to the Organization
for Economic Corporation and Development (OECD), corporate governance is a system used to direct and control
company activities, regulate the division of tasks, rights and obligations of sharcholders, the board of directors,
managers and those interested in the life of the company. Based on research (Permani dkk., 2023) with (Chasbiandani
dkk., 2020) revealed that good corporate governance positively and significantly influences tax avoidance, while the
opinion (Rahmadian dkk., 2019) with (Purbowati, 2021) that tax avoidance is not affected or is negatively affected by
good corporate governance.

This study uses mining sector companies listed on the Indonesia Stock Exchange (IDX) as objects. The
selection of these objects is because mining companies are the driving sector of the economy both domestically and
as export commodities whose activities have the potential to pollute the environment and mining companies are
multinational companies that have a large scale and allow many tax avoidance practices to occur such as the
phenomenon that occurred in the company PT Adaro Energy Tbk. The reason for this study was conducted because
of the many cases of tax avoidance practices that occurred and had an impact on reducing tax revenues experienced
by the state and causing suboptimal national development and uneven welfare and prosperity of the people.

Based on the background above, the researcher is interested in conducting research on tax avoidance actions.
This research is a development of several previous researchers who have studied the influence of actions on tax

avoidance, including research conducted by (Fadrianto dan Mulyani, 2020) which states that risk management does
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not have a significant effect on tax avoidance and research conducted by (Sari dan Indrawan, 2022) shows that
institutional ownership has no effect on tax avoidance. Capital intensity has an effect on tax avoidance. The difference
with previous studies is that this study adds a transfer pricing variable and uses a good corporate governance variable
proxied by independent commissioners as a moderating variable intended to see whether there are loopholes or
opportunities for a company to escape its profits from the taxes that should be paid. A high proportion of the board of
commissioners will reduce fraudulent tax reporting by management, so that it can increase the integrity of the financial
report information presented by management. The higher the proportion of independent board of commissioners, the

lower the tax avoidance practices that will be carried out by the company.

2. Literature Review and Hypothesis Development

2.1 Agensy Teory

Agency theory According to Anthony and Govindarajan explains a contract or relationship between a principal
and an agent. The relationship between the principal and the agent that occurs is called an agency relationship when
one party, namely the company owner as the principal, delegates authority to another party, namely the manager as

an agent to perform a service.

2.2 Kepemilikan Institusional

Corporate governance is a system, process and structure that regulates harmonious relationship patterns between
managers, owners, shareholders and other stakeholders which are used to direct, manage and control the company in
order to increase transparent business progress and corporate accountability which emphasizes the importance of

fulfilling responsibilities to shareholders and other stakeholders (Arifani, 2012)

2.3 Capital Intensity
Capital Intensity is a comparison of the amount of a company's fixed assets to the company's total assets. The
proportion of fixed assets to the company's total assets can be known by looking at the company's fixed asset intensity

ratio) (Igbal, dkk., 2022).

2.4 Transfer Pricing

Based on the Regulation of the Director General of Taxes Number: PER-32/PJ/2011, transfer pricing is the
determination of prices in transactions between parties that have a special relationship. According to Simamora (2000),
transfer pricing is defined as a special selling value or price used in inter-divisional exchanges to record the income

of the selling division and the costs of the buying division.

2.5 Tax Avoidance
Basically, every taxpayer always tries to minimize their business burden, including one of which is the tax burden
so that taxpayers try to do tax avoidance (Darma, et al., 2018). Tax avoidance is one way to avoid taxes that can be

done by exploiting loopholes in tax laws such as tax loopholes and grey areas..
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2.6 Good Corporate Governance

1509

Good Corporate Governance is a company control and regulation system that can be seen from the mechanism

of relations between various parties that manage the company, as well as from the values contained in the management

itself. The structure of Good Corporate Governance in a corporation is influenced by various factors such as the

adopted corporate theory, culture, and legal system in force in a country. Although different, all the terms Good

Corporate Governance have the same meaning (Purbowati, 2021).

2.7 Research Hypothesis

The hypothesis proposed in this study is a brief statement concluded from the literature review and is a temporary

description of the problem that needs to be re-submitted, so that the research hypothesis is as follows:

Hi: Institutional Ownership has an effect on tax avoidance.

H:: Capital intensity has a positive effect on tax avoidance.

Ha: Transfer pricing has a positive effect on tax avoidance.

Ha: Good corporate governance moderates the effect of institutional ownership on tax avoidance

Hs: Good corporate governance moderates the effect of capital intensity on tax avoidance

Hs: Good corporate governance moderates the effect of Transfer Pricing on tax avoidance

From the hypothesis and previous research, there is a relationship between variables that can be explained in

Hs

Figure 1.
Institutional Ownership
o T —
H>
Capital Intensity //
(X2)
Transfer Pricing /
(X3)
H4 Hs| Hs
T
Good Corporate

Governance (Z)

Figure 1. Conceptual Framework

Tax Avoidance

(Y)
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3. Research Methods

3.1 Data Collection Method
The data collection technique used is the documentation method. Documentation is a data collection technique
used by researchers by collecting documentary data sources related to this research such as the financial statements of
companies that are research samples. In collecting data using the documentation method, the data collected are the
annual reports of mining companies for the period 2018-2022 which have been published by the Indonesia Stock
Exchange (IDX).

3.2 Research Variable
The variables in this study consist of dependent, independent and moderating variables which are explained as

follows.

1. Dependent variable (Y), is the variable that is the main objective of the study. The dependent variable in this
study is tax avoidance.

2. Independent variable (X), is the variable that affects the dependent variable both positively and negatively. The
independent variables in this study are institutional ownership (X1), capital intensity (X2) and transfer pricing
(X3).

3. Moderating variable (Z), is the variable that can affect (strengthen and weaken) the relationship between the
independent variable and the dependent variable. The moderating variable in this study is Good Corporate

Governance (Z).

3.3 Data Analysis Technique

Data analysis is an activity carried out to process and analyze collected data. In this study, the analysis used is
quantitative analysis. Quantitative analysis techniques are a form of analysis intended for large data to be grouped into
categories in the form of numbers. Data analysis methods use descriptive statistics, classical assumption tests and

hypothesis tests with the help of computers through the SPSS program.

3.4 Hypothesis Testing
Data analysis in this research is a statistical technique of multiple linear regression (multiple regression) and
moderated regression analysis (MRA). The general equation of multiple linear regression is as follows:
Yi =a+b Xy +b,X; +bsX5+e
Keterangan:
a: Konstanta
Y;: Tax Avoidance
Xi: Institutional Ownership
X»: Capital Intensity
X3: Transfer Pricing
bi-bs: Regression coefficient

The formula for the MRA test is as follows:
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Yo = @ + by Xy + byXo + by Xy + b X Z + bsXoZ + beXoZ + €

Keterangan:

a: Konstanta

Y,: Tax Avoidance

Xi: Institutional Ownership

X,: Capital Intensity

X3: Transfer Pricing

X1Z: Interaction between Institutional Ownership and Good Corporate Governance

X,Z: Interaction between Capital Intensity and Good Corporate Governance

X3Z: Interaction between Transfer Pricing and Good Corporate Governance

bi-bs: Regression coefficient

e: Error term

4.

Result and Discussion

1511

Testing against Hypothesis is carried out to determine the extent to which the results of statistical tests determine

whether or not the proposed hypothesis is accepted. The model used in this research is a multiple linear regression

model. This model tests Institutional Ownership (X1), Capital Intensity (X2), and Transfer Pricing (X3) on Tax

Avoidance (Y). Testing was carried out using the SPSS program, the test results can be seen in the following table

Table 1. Results of Multiple Linear Regression Analysis
Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 137 ,024 5,669 ,000
Institutional Ownership ,123 ,040 ,203 3,040 ,003
Capital Intensity ,077 ,038 ,135 2,029 ,044
Transfer Pricing -,069 ,023 -,200 -2,993 ,003

a. Dependent Variable: Tax Avoidance

Source: SPSS processing result (2024)

Partial testing (t-test) is used to test the effect of independent variables on dependent variables, and can also be

used to see the most dominant effect of independent variables. Technically, the test is carried out by comparing the

calculated t value with the t table at a significance level of 0.05. The results of the partial test can be seen in the

following table:

Table 2. MRA T Test Results
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Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.

1 (Constant) -,094 ,087 -1,079 ,282
Institutional Ownership ,442 ,153 , 731 2,893 ,004
Capital Intensity -,006 ,153 -,010 -,036 ,971
Transfer Pricing ,050 ,092 147 ,546 ,586
Good Corporate Governance ,525 ,195 ,455 2,688 ,008
X1z -,733 ,345 -,584 -2,123 ,035
X2z ,245 ,383 173 ,639 ,524
X3z -,297 ,223 -,366 -1,331 ,185

a. Dependent Variable: Tax Avoidance

Source: SPSS processing result (2024)

1. The Effect of Institutional Ownership on Tax Avoidance
Hypothesis testing is conducted to prove that institutional ownership has a positive effect on tax avoidance.
Based on the results of the tests that have been conducted, it is known that the results of the first hypothesis test
(H1) indicate that institutional ownership has a positive effect on tax avoidance, accepted. This shows that
institutional ownership has a significant effect on tax avoidance. The higher or lower institutional ownership will
affect the company's tax avoidance actions.

2. The Effect of Capital Intensity on Tax Avoidance
Hypothesis testing is conducted to prove that capital intensity has a positive effect on tax avoidance. Based on
the results of the tests that have been conducted, it is known that the results of the second hypothesis test (H2)
indicate that capital intensity has a positive effect on tax avoidance, accepted. This indicates that fixed assets
owned by the company can be depreciated and asset depreciation is charged as a deduction from the company's
profit so that it will reduce the tax burden paid. The company will thus utilize fixed assets to minimize the tax
burden by investing fixed assets in the company.

3. The Effect of Transfer Pricing on Tax Avoidance
Hypothesis testing is conducted to prove that transfer pricing has a negative effect on tax avoidance. Based on
the results of the tests that have been conducted, it is known that the results of the third hypothesis test (H3)
indicate that transfer pricing has a negative effect on tax avoidance, accepted. This indicates that the high or low
transfer price owned by a company has an effect on the tax avoidance practices carried out by the company.

4. Good Corporate Governance Moderating the Effect of Institutional Ownership on Tax Avoidance
Based on the test results presented in table 2, it shows that the X1Z variable has a coefficient value of -2.123
with a negative direction and a significance value of 0.035 <0.05. Based on these results, it can be concluded
that Good Corporate Governance is proven to weaken the influence of institutional ownership on tax avoidance

so that H4 is accepted.
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5. Good Corporate Governance Moderating the Effect of Capital Intensity on Tax Avoidance
Based on the test results presented in table 2, it shows that the X1Z variable has a coefficient value of 0.639 with
a negative direction and a significance value of 0.524 <0.05. Based on these results, it can be concluded that
Good Corporate Governance cannot moderate the effect of Capital Intensity on Tax Avoidance so that HS is
rejected.

6. Good Corporate Governance Moderating the Effect of Transfer Pricing on Tax Avoidance
Based on the test results presented in table 2, it shows that the X1Z variable has a coefficient value of -1.331
with a negative direction and a significance value of 0.185 <0.05. Based on these results, it can be concluded
that Good Corporate Governance cannot moderate the effect of Transfer Pricing on tax avoidance so that H6 is

rejected.

5. Conclusion
Based on the results of hypothesis testing and discussion on the influence of institutional ownership, capital intensity,
and transfer pricing on tax avoidance with good corporate governance as a moderating variable, the following
conclusions can be drawn.
Institutional Ownership has a positive effect on tax avoidance.
Capital intensity has a positive effect on tax avoidance.
Transfer pricing has a negative effect on tax avoidance.

1

2

3

4. Good Corporate Governance weakens the influence of institutional ownership on tax avoidance.
5. Good corporate governance does not moderate the effect of capital intensity on tax avoidance.

6

Good corporate governance does not the effect of Transfer Pricing on tax avoidance.
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