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Abstract 

This study aims to analyze and determine the effect of Financial Distress, Leverage, and Capital Intensity on Tax 
Avoidance with Firm Size as a moderating variable in Property and Real Estate companies listed on the Indonesia 
Stock Exchange (IDX) during the period 2019–2024. This research uses a quantitative research method. The 
population in this study consists of all property and real estate companies listed on the Indonesia Stock Exchange, 
totaling 92 companies. The sample in this study comprises 18 companies with 108 observations during the research 
period. The data used are secondary, obtained from published company financial statements.  Data collection was 
conducted through a documentation study. The data analysis methods used include descriptive statistics, panel data 
regression analysis, classical assumption tests, coefficient of determination (R²), partial significance tests (t-tests), 
and Moderated Regression Analysis (MRA) using Eviews software. The results of this study indicate that Financial 
Distress has no significant effect on Tax Avoidance; Leverage has no significant effect on Tax Avoidance; and 
Capital Intensity has a positive and significant effect on Tax Avoidance. Firm size does not moderate the effect of 
financial distress on tax avoidance. However, firm size does not moderate the effect of leverage and capital 
intensity on tax avoidance. 
 
Keywords: Financial Distress, Leverage, Capital Intensity, Tax Avoidance, Firm Size  
 
1. INTRODUCTION 

A company is a corporate taxpayer obligated to pay taxes to the state treasury, which are deducted from the 
company's income or profits. In real life, companies tend to exploit weaknesses in tax regulations and other 
loopholes to minimize their tax burden. Efforts to reduce (save) taxes can be carried out in various ways, such as 
tax evasion and tax avoidance. Actions companies take to minimize their tax burden can be either illegal or legal. 
Illegal means include tax evasion, while legal means include tax avoidance. Tax avoidance is a legal effort to 
avoid paying taxes that does not conflict with tax regulations, as the methods and techniques exploit weaknesses 
in tax laws and regulations to minimize the amount of tax payable.  

Tax evasion is an obstacle that occurs in tax collection, resulting in reduced state revenues. Taxes are a 
significant source of state revenue used to support the prosperity and welfare of the community, while for 
companies, taxes are a burden that reduces net profits. Therefore, the state creates tax laws such as the UU KUP, 
PPh, PPN, PPnBM, PBB, Tax Collection, Tax Amnesty, and other regulations governing various tax matters. The 
purpose of establishing laws to collect taxes from its citizens is to maximize state revenue. 

One way taxpayers avoid taxes is by borrowing large amounts from banks (Article 6, paragraph 1, letter a), 
and the use of Government Regulation Number 23 of 2018 concerning entrepreneurs and MSMEs with revenues 
of less than IDR 4.8 billion in one tax year allows them to pay a tax of 0.5% of their gross turnover. The 
emergence of loopholes in tax laws often leads to tax avoidance practices by taxpayers. 

This research was conducted on property and real estate companies listed on the Indonesia Stock Exchange 
(IDX) during 2019–2024. Property and real estate companies are a subsector of publicly listed companies in the 
property, real estate, and construction sector on the Indonesia Stock Exchange (IDX). Property and real estate 
remain a top choice for investors. It is because shares in companies in the property and real estate sector offer 
growth potential. It is evident in the numerous companies in the property and real estate sector that have 
demonstrated optimal prospects. This situation has prompted investors to compete to invest their funds in these 
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companies. The property and real estate sector is large, capable of absorbing a large workforce, and has a ripple 
effect on other economic sectors. Tax avoidance is a legal tax avoidance strategy and technique that is safe for 
taxpayers because it does not conflict with tax regulations. It can be used by company management to reduce the 
tax burden without violating applicable tax laws, thereby increasing net profit. The methods and techniques used 
exploit weaknesses (grey areas) within tax laws and regulations. From 2019 to 2024, several companies sampled 
in this study were suspected of engaging in tax avoidance. In the CETR section, which indicates the level of tax 
avoidance, several companies had a tax avoidance rate below 25%. Companies were categorized as engaging in 
tax avoidance if their Cash Effective Tax Rate (CETR) was less than 25%. If their Cash Effective Tax Rate 
(CETR) was greater than 25%, they were categorized as not engaging in tax avoidance. 

According to previous research, several factors influencing tax avoidance include financial distress, 
leverage, capital intensity, and firm size. The first factor is financial distress, a condition in which a company is 
not in a good financial position and must transition to a new stage, often categorized as dangerous, with a near 
100% chance of bankruptcy. Companies experiencing financial difficulties tend to engage in tax avoidance to 
reduce cash outflows and corporate expenses. Several previous studies conducted by Dang and Tran (2021), 
Fadhila and Andayani (2022), Yulianty and Sumanti (2025), Richardson, Taylor, and Lanis (2015), and Tantri 
and Yoshida (2025) indicate that financial distress influences tax avoidance. However, studies by Pratiwi and 
Fauzan (2025) and Caroline and Tumewu (2026) indicate that financial distress does not affect tax avoidance.  

The next factor is leverage. Leverage is a measure of the extent to which a company is financed by debt; 
high debt usage can be detrimental to the company. Companies with high leverage face financial constraints, 
prompting them to increase their cash holdings. Debt loans are subject to interest, which is a deductible expense 
that companies utilize to minimize tax payable, indicating tax avoidance. Previous studies by Prabowo and Sahlan 
(2021), Mocanu, Constantin, and Răileanu (2021), Fadhila and Andayani (2022), Ariff et al. (2023), Setyaningsih, 
Nuryati, Rossa, and Machdar (2023), and Hendayana, Ramdhany, Pranowo, Rachmat, and Herdiana (2024) have 
shown that leverage influences tax avoidance. However, research conducted by Caroline and Tumewu (2026), 
Siboro and Santoso (2021), Rahmana (2022), Apriliani (2023), and Mkadmi and Ali (2024) shows that leverage 
does not affect tax avoidance. 

Capital intensity is a form of financial decision made by company management to increase profitability. 
Capital intensity reflects how much capital the company needs and is obtained by increasing fixed assets 
(purchasing) or decreasing fixed assets (selling). Several previous studies conducted by Saputra et al. (2020), 
Prabowo and Sahlan (2021), and Sari and Noviardy (2025) show that capital intensity affects tax avoidance. 
However, in research conducted by Tari & Leon (2026), Caroline and Tumewu (2026), and Hendayana et al. 
(2024) show that capital intensity does not affect tax avoidance. 

Firm size is a measure of a company's size based on wealth (capital), sales figures, number of employees, 
total assets, and other factors. The greater the total assets, the larger the company. Companies with large total 
assets tend to be more capable and stable in generating profits than those with small total assets. Large and stable 
profits tend to encourage companies to engage in tax avoidance. Several previous studies conducted by Saputra et 
al. (2020), Mocanu et al. (2021), Sari (2021), Ariff et al. (2023), and Nurrohmand & Cahyani (2026) show that 
firm size influences tax avoidance. However, in research conducted by Setyaningsih et al. (2023), Thirza and 
Lukman (2026), and Adelia and Suhono (2026) show that firm size does not affect tax avoidance. 

Firm size is a moderating variable between financial distress, leverage, and capital intensity in tax 
avoidance, because it can be measured by total assets (the amount of the company's assets) using a logarithmic 
transformation. Generally, firm size is divided into three groups: large, medium, and small. Therefore, financial 
distress associated with declining financial performance, leverage related to the company's debt, and capital 
intensity related to decisions to increase profits through capital are all associated with firm size. It is because large 
companies are considered better able to deploy all their resources to develop sound tax planning, and vice versa. 

Based on the description of the phenomenon above and previous studies, the researcher is interested in 
conducting a study titled "The Effect of Financial Distress, Leverage and Capital Intensity on Tax Avoidance with 
Firm Size as a Moderating Variable." 

 
 

2. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT 
Tax Avoidance  
According to Hutchens et al. (2019), tax avoidance is the use of tax planning methods to reduce income tax paid 
legally. However, Desai & Dharmapala (2018) view tax avoidance as the abuse of tax shelters. Illegal tax 
avoidance is tax evasion, or may be considered tax evasion, and involves carrying out tax avoidance that is not 



THE EFFECT OF FINANCIAL DISTRESS, LEVERAGE AND CAPITAL INTENSITY ON TAX AVOIDANCE 
WITH FIRM SIZE AS A MODERATING VARIABLE 
Wibisono et al 

Publish by Radja Publika 
               1441 

permitted by tax laws and regulations. The difference between tax avoidance and tax evasion is that tax evasion is 
illegal, involving intentional violations of applicable tax regulations to minimize tax liabilities. Tax avoidance is the 
act of taking advantage of opportunities available in tax regulations to reduce tax liabilities. 
 
Financial distress 

According to a study by Dang and Tran (2021), financial distress is a condition in which a company 
experiences a severe decline in financial performance, leading in acute difficulties or an inability to meet its 
financial obligations to creditors. This condition is a critical phase before bankruptcy, characterized by scarcity of 
operational cash flow and extreme liquidity pressures. The primary reason financial distress drives increased tax 
avoidance is extreme, aggressive risk management policies, one of which is the use of tax planning (tax avoidance) 
to balance cash flow despite the high risk of legal sanctions. Companies experiencing severe financial distress face 
cash outflows. Tax payments are viewed as a direct cash burden that reduces operational liquidity. 
 
 
    H1 
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Figure 1. Conceptual Framework 
 

Research Hypothesis 
Financial Distress and Tax Avoidance 

Financial distress is a condition in which a company is not in a good financial position and must transition 
to a new stage, where the company is categorized as being in a dangerous condition with a nearly 100% risk of 
bankruptcy. Companies experiencing financial distress often engage in tax avoidance to reduce cash outflows and 
corporate expenses. Several previous studies by Dang and Tran (2021), Fadhila and Andayani (2022), Yulianty and 
Sumanti (2025), Richardson et al. (2015), and Tantri and Yoshida (2025) show that financial distress influences tax 
avoidance. The relationship between financial distress and tax avoidance can be explained through the Trade-Off 
Theory and tax planning theory. Based on the Trade-Off Theory, companies seek to maximize value by balancing 
the benefits and costs of various financial decisions, including tax-related decisions. When a company is in 
financial distress, bankruptcy costs and financial risks increase significantly. In this condition, companies tend to 
seek strategies to maintain liquidity and cash flow, one of which is minimizing tax burdens. Taxes are viewed as a 
burden that can be controlled through managerial policies, making tax avoidance a rational alternative to reduce 
financial pressure. From a tax planning perspective, companies experiencing financial difficulties have a greater 
incentive to legally avoid tax by exploiting loopholes in tax regulations. The primary objective of tax planning is to 
minimize tax liabilities without violating applicable regulations, allowing companies to allocate funds that would 
otherwise be paid as taxes to meet operational needs and short-term obligations. In times of financial distress, this 
strategy becomes even more important due to limited external funding sources and high liquidity pressures. 
H1: Financial distress has an effect on tax avoidance in property and real estate companies listed on the IDX. 

Financial Distress 
(X1) 

Leverage (X2) 

Capital Intensity 
(X3) 

Tax Avoidance  (Y) 
 

Firm Size (Z) 
 



THE EFFECT OF FINANCIAL DISTRESS, LEVERAGE AND CAPITAL INTENSITY ON TAX AVOIDANCE 
WITH FIRM SIZE AS A MODERATING VARIABLE 
Wibisono et al 

Publish by Radja Publika 
               1442 

 
Leverage and Tax Avoidance 
  Leverage is a measure of the extent to which a company is financed with debt; high debt usage can be 
detrimental to the company. Companies with high leverage face financial constraints, prompting them to increase 
their cash holdings. Debt loans are subject to interest, which is a deductible expense that companies utilize to 
minimize tax payable, indicating tax avoidance. Previous studies by Prabowo and Sahlan (2021), Mocanu et al. 
(2021), Fadhila and Andayani (2022), Ariff et al. (2023), Setyaningsih et al. (2023), and Hendayana et al. (2024) 
show that leverage influences tax avoidance. The effect of leverage on tax avoidance can be explained through the 
Trade-Off Theory and the concept of tax planning. Leverage reflects the extent to which a company uses debt to 
finance its operations. According to the Trade-Off Theory, the use of debt provides benefits in the form of tax 
savings (tax shield) from interest expense, since interest can be deducted from taxable income. Therefore, 
companies tend to use debt to some extent to obtain optimal tax benefits. From a tax planning perspective, 
companies with high leverage tend to be more active in managing their tax liabilities through debt-based financing 
structures. This strategy is carried out by exploiting tax provisions that allow for interest expense deductions, thus 
reducing tax payable without violating applicable regulations. Thus, the higher a company's leverage, the greater its 
opportunity to engage in tax avoidance. 
H2: Leverage has an effect on tax avoidance in property and real estate companies listed on the IDX. 
 
Capital Intensity and Tax Avoidance 

Capital intensity is a form of financial decision made by company management to increase profitability. 
Capital intensity reflects the amount of capital required by the company, which is determined by increases in fixed 
assets (purchases) or decreases in fixed assets (sales). Several previous studies by Saputra et al. (2020), Prabowo 
and Sahlan (2021), and Sari and Noviardy (2025) show that capital intensity influences tax avoidance. Based on the 
Trade-Off Theory, companies will choose an asset and financing structure that balances benefits and costs, 
including tax benefits derived from the use of fixed assets. Fixed assets generate depreciation expenses that can be 
deducted from taxable income. The greater the proportion of fixed assets a company owns, the greater the 
depreciation expense that can be deducted for tax purposes, resulting in lower taxable income and tax payable. 
From a tax-planning perspective, companies with high capital intensity have greater flexibility in managing taxes 
through accounting policies for fixed assets, such as depreciation methods and asset useful lives. Utilizing 
depreciation as a deductible expense is a legal tax avoidance strategy because it complies with applicable tax 
regulations. Therefore, capital intensity can be used to reduce a company's tax burden without violating regulations. 
H3: Capital intensity has an effect on tax avoidance in property and real estate companies listed on the IDX. 
 
The role of firm size in moderating the effect of financial distress on tax avoidance 

According to Fadhila and Andayani (2022), financial distress is a condition in which a company is unable 
to pay its financial obligations due to a lack of funds, resulting in hampered business activities and indications of 
bankruptcy. According to Nadhifah and Arif (2020), companies in this condition are relatively aggressive in tax 
avoidance to maintain their sustainability. Firm size is a measure that can determine a company's size based on 
wealth (capital), sales figures, number of employees, total assets, and other factors. Research by Widiantari et al. 
(2025), Rahmawati & Rahmawati (2024), and Nurfarida & Andriani (2025) found that firm size moderates the 
effect of financial distress on tax avoidance. Based on the Trade-Off Theory, large companies have a better ability 
to balance the benefits and costs of various financial decisions, including tax-related decisions. When large 
companies experience financial distress, the pressure to maintain financial stability remains, but these companies 
have greater flexibility and capacity to design legal tax avoidance strategies than small companies. It is due to the 
availability of expertise, a more mature tax planning system, and a more complex organizational structure. From a 
tax planning perspective, firm size plays a significant role in determining the extent to which tax avoidance 
strategies can be implemented. Larger companies have greater opportunities to exploit loopholes in tax regulations, 
implement more structured tax management, and optimize financial policies to reduce tax burdens. Therefore, in 
times of financial distress, large companies tend to be better able to engage in tax avoidance than smaller 
companies. 
H4: Firm size moderates the effect of financial distress on tax avoidance in property and real estate companies 
listed on the IDX. 
 
The role of firm size in moderating the effect of leverage on tax avoidance 

Leverage is a measure of the extent to which a company is financed with debt. High debt usage can 
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endanger the company (Nainggolan and Saragih, 2020). According to Yulfaida (2012), leverage is the amount of 
debt a company has for financing and can be measured by the size of assets financed by debt. According to 
Abdullah (2020a), the leverage ratio is intended to measure the extent to which a company's investments are 
financed with debt. When a company controls its debts, it an increase its total assets, thereby growing in size. 
Research conducted by Agustadana & Khomsiyah (2025), Suyanto & Kurniawati (2022), and Indira et al. (2024) 
found that firm size moderates the effect of leverage on tax avoidance. Based on the Trade-Off Theory, the use of 
debt provides benefits in the form of tax savings through a tax shield from interest expenses, but also incurs costs in 
the form of bankruptcy risk and agency costs. In this context, firm size plays a significant role in determining a 
company's ability to manage the benefits and risks of using debt. Larger companies generally have higher total 
assets, more stable funding structures, and better managerial capabilities in managing leverage. From a tax-
planning perspective, larger companies have more adequate resources to utilize debt tax benefits optimally. As 
leverage increases, larger companies tend to be able to manage interest expense as a deductible expense more 
effectively than smaller companies. This results in a stronger effect of leverage on tax avoidance in larger 
companies. 
H5: Firm size moderates the effect of leverage on tax avoidance in property and real estate companies listed on the 
IDX. 
 
The role of firm size in moderating the influence of capital intensity on tax avoidance 

The larger the total assets, the larger the company. Companies with large total assets tend to be more 
capable and stable in generating profits than those with small total assets. Large and stable profits tend to encourage 
companies to engage in tax avoidance practices (Dewinta et al., 2016). Company management always strives to 
achieve the expected profits through tax management, one of which is tax avoidance, namely, reducing tax liability 
in a way that does not violate tax laws and regulations. The greater the capital intensity of the company can regulate 
how much capital is needed by the company, and the capital is obtained from increasing fixed assets (purchases) or 
decreasing fixed assets (sales), the company will easily carry out tax avoidance, which is a legal reduction effort 
carried out by optimally utilizing provisions in the tax sector. Research by Hidayat et al. (2024), Rahmawati & 
Rahmawati (2024), and Putri & Barli (2025) found that firm size moderates the effect of capital intensity on tax 
avoidance. Based on the Trade-Off Theory, companies will manage their asset structure in such a way as to balance 
benefits and costs, including tax benefits obtained from fixed asset ownership. Therefore, capital intensity is one 
means for companies to achieve tax efficiency. From a tax-planning perspective, large companies have greater 
capacity to manage fixed asset investments and depreciation policies optimally. Large companies generally have 
adequate resources, accounting systems, and professional staff to design structured tax strategies that comply with 
tax regulations. This condition makes the effect of capital intensity on tax avoidance stronger in larger companies 
than in smaller ones.  
H6: Firm size moderates the effect of capital intensity on tax avoidance in property and real estate companies 
listed on the IDX 
3. RESEARCH METHODOLOGY 

This research design is a causal-associative type, which aims to identify the causal relationship between the 
variables under study. The causal-associative research design is very useful for analyzing how one variable affects 
another. In this study, the relationship to be tested includes the partial and simultaneous influences of the 
independent variables, Financial Distress, Leverage, and Capital intensity, on the dependent variable, Tax 
Avoidance. Firm size is used as a moderating variable in this relationship. The population of this study comprises 
all property and real estate companies, totaling 92. Based on the sample criteria above, 18 companies were used as 
samples with data for 6 (six) years, so that the number of data analysis units is 108 data to be observed. The data 
collection technique for this study uses documentation, namely by collecting and utilizing financial report data from 
property and real estate companies for 2019–2024 that are already available. The data is then collected and 
reviewed. The data were obtained from the website of the Indonesia Stock Exchange, namely www.idx.co.id. 
 
4. RESULTS AND DISCUSSION 
RESULTS 
Regression Analysis 

Regression analysis is used to determine the extent to which independent variables influence the dependent 
variable. In this study, the independent variables are Financial Distress, Leverage, and Capital Intensity. The 
dependent variable is Tax Avoidance. The following are the results of the panel-data regression using the Common 
Effects Model (CEM). 
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Table 1. Linear Regression Test of CEM Model 

 
Source: E-Views 10 Software Processing Results (2026) 

 
Based on Table 1, the following regression equation is obtained: 

Y = -0.0622 - 0.0021 X1 + 0.0111 X2 + 1.4338 X3 + e 
 
Hypothesis Testing 

In this hypothesis testing, panel data regression analysis was used to examine the influence of the 
independent variables on the dependent variable. Analysis of the coefficient of determination (R2) and partial effect 
testing (T-test) was conducted to measure the strength of the relationship and the statistical significance of the 
influence. 
Partial Significance Test (t-Test)  

The partial test is used to determine the effect of each independent variable on the dependent variable. An 
independent variable is said to influence the dependent variable if its p-value (sig) is below 0.05. The following are 
the results of the Partial Test (t Test): 

Table 2. Partial Significance Test (t-Test) 
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C -0.062268 0.027958 -2.227229 0.0281 

FD 0.002170 0.000318 6.821227 0.0000 
DER 0.011189 0.008561 1.306946 0.1941 
CI 1.433877 0.688172 2.083601 0.0396 
     
     Source: EViews 10 Software Processing Results (2026) 

 
 Based on Table 2, the results of the moderation test can be interpreted as follows: 

1. The regression coefficient for the financial distress (FD) variable is 0.0021. The p-value is 0.000, which is 
<0.05. Based on these results, it can be concluded that financial distress (FD) has a positive and significant 
effect on CETR. 

2. The regression coefficient for the leverage (DER) variable is 0.0111. The p-value is 0.1941, which is >0.05. 
Based on these results, it can be concluded that leverage (DER) has a positive but insignificant effect on 
CETR. 

3. The regression coefficient for the capital intensity (CI) variable is 1.4338. The p-value is 0.0396, which is 
<0.05. Based on these results, it can be concluded that capital intensity (CI) has a positive and significant 
effect on CETR. 

 
Analysis of the Coefficient of Determination (R2)  

The coefficient of determination is the extent of the independent variable's contribution to the dependent 
variable. The coefficient of determination can measure the percentage of the variance explained by the regression. 
The following are the results of the coefficient of determination test: 

Table 3. Results of the Determination Coefficient Test 
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     R-squared 0.256543     Mean dependent var 1.876346 

Adjusted R-squared 0.235097     S.D. dependent var 4.438601 
S.E. of regression 4.110602     Sum squared resid 1757.293 
F-statistic 11.96236     Durbin-Watson stat 1.690683 
Prob(F-statistic) 0.000001    

     
     Source: EViews 10 Software Processing Results (2026) 

 
Based on Table 3, it shows that the coefficient of determination value in the Adjusted R-squared row 

obtained in this study is 0.2350. This value can be interpreted as the independent variables, namely, financial 
distress, leverage, and capital intensity, being able to explain or influence tax avoidance (CETR) by 23.50%. In 
contrast, the remaining differences are explained by factors not included or examined in this research model. 

 
Moderating Test 

The Moderated Regression Analysis interaction test is conducted by adding a product variable for the 
independent variable and its moderator. The results of the Moderated Regression Analysis regression test between 
the independent variable, the dependent variable and the interaction variable are as follows : 
 

Table 4. Results of the Moderated Regression Analysis (MRA) Test

 
Source: EViews 10 Software Processing Results (2026) 

Based on Table 4, the regression equation can be as follows: 
Y = 0.1689 - 0.0581 X1 + 0.3967 X2 - 3.0686 X3 - 0.0055 Z + 0.0022 X1Z - 0.0132 X2Z + 0.1350 X3Z + e 

Based on the regression equation above, the following can be interpreted: 
1. The coefficient of the interaction variable FD and SIZE (X1*Z) is 0.0022, with a Prob. value of 0.0015, 

which is less than the sig. value of 0.05. It indicates a significant effect. Therefore, it can be concluded that 
firm size is significant and can moderate the effect of financial distress on tax avoidance (CETR), with a 
weakening effect. It is evident from the decreased coefficient of determination, which is 0.042 (4.2%), from 
the previous value of 23.5%. 

2. The coefficient of the interaction variable between DER and SIZE (X2*Z) is -0.0132. The Prob. value is 
0.2710, which is greater than the sig. value of 0.05, indicating no significant effect. Therefore, it can be 
concluded that firm size is insignificant or unable to moderate the effect of leverage on tax avoidance 
(CETR). 

3. The coefficient value of the interaction variable between CI and SIZE (X3*Z) is 0.1350. The Prob. value is 
0.7899, which is greater than the sig. value of 0.05. Thus, it has no significant effect. Therefore, it can be 
concluded that the firm size variable is not significant or does not moderate the effect of capital intensity on 
tax avoidance (CETR). 
Based on the results of the partial influence test (t-test) and the moderating test (Moderated Regression 

Analysis), the answers to the research hypotheses were obtained, which will be described in the following table: 
 
 
 
 

Table 5. Results of Research Hypothesis Testing 
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Hypothesis Influence 
Coefficient 

P 
values Conclusion 

H1 Financial distress has a positive and 
significant effect on tax avoidance in 
property and real estate companies listed on 
the IDX. 

0.0028 0.000 Accept 

H2 Leverage has a positive but insignificant 
effect on tax avoidance in property and real 
estate companies listed on the IDX. 

0.0111 0.1941 Reject 

H3 Capital intensity has a positive effect on tax 
avoidance in property and real estate 
companies listed on the IDX. 

1.4338 0,0396 
Accept 

H4 Firm size moderates the effect of financial 
distress on tax avoidance in property and real 
estate companies listed on the IDX. 

0,0022 0,0015 
Accept 

H5 Firm size moderates the effect of leverage on 
tax avoidance in property and real estate 
companies listed on the IDX. 

-0,0132 0,2710 Reject 

H6 Firm size moderates the effect of capital 
intensity on tax avoidance in property and 
real estate companies listed on the IDX. 

0,1350 0,7899 Reject 

Source: EViews 10 Software Processing Results (2026) 
 
Discussion 
The Impact of Financial Distress on Tax Avoidance 

Based on the test results, financial distress has a positive and significant effect on tax avoidance. Thus, the 
first hypothesis, which states that financial distress has a positive and significant effect on tax avoidance in this 
study, is accepted. The direction of this positive relationship indicates that whenever a company experiences an 
increasing financial difficulty or pressure, its tax management policy shifts toward more aggressive tax avoidance. 
This finding aligns with prior literature and theory, which suggests that companies in financial distress tend to 
engage in tax avoidance to maintain liquidity or cash flow. The research results show that in the property sector, 
financial pressure can lead to tax avoidance. Companies experiencing financial distress have limited liquidity, so 
they tend to seek various ways to maintain the continuity of their operations. One strategy is to reduce the tax 
burden through tax avoidance. Companies with limited liquidity are trying to reduce cash outflows, including by 
lowering their tax burden, so that financial difficulties will increasingly encourage them to engage in tax avoidance 
as a survival strategy. 
 
The Effect of Leverage on Tax Avoidance 

Based on the research results, leverage shows a positive but insignificant relationship with tax avoidance. 
This finding indicates that corporate debt utilization is not yet a primary determinant in encouraging tax avoidance. 
Therefore, the hypothesis stating that leverage has a positive and significant effect on tax avoidance in this study is 
rejected. Leverage does not have a significant effect because, although debt can generate tax benefits through tax 
shields, not all companies utilize leverage as a tax avoidance strategy. Increasing debt is prioritized to fund projects 
and working capital needs, rather than to reduce tax burdens. Furthermore, companies prioritize liquidity, interest 
payment capacity, and credit risk when taking on debt as funding, rather than solely pursuing savings or tax 
avoidance behavior. Therefore, leverage is a factor that does not have a significant influence in encouraging 
companies to engage in tax avoidance. 
 
The Effect of Capital Intensity on Tax Avoidance 

Based on the research results, capital intensity has a positive and significant effect on tax avoidance, as 
proxied by the CETR. This finding indicates that the greater a company's proportion of fixed assets, the greater its 
tendency to engage in tax management to reduce its tax burden. Therefore, the hypothesis that capital intensity has 
a positive and significant effect on tax avoidance is accepted. Capital intensity is a form of financial decision made 
by company management to increase profitability. Capital intensity reflects the amount of capital required by the 
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company, obtained by increasing fixed assets (purchases) or decreasing them (sales) (Dang & Tran, 2021). 
Companies with substantial fixed assets can utilize tax benefits related to depreciation and amortization. High 
depreciation expenses can reduce taxable income. Conceptually, companies with high asset intensity have the 
flexibility to use depreciation expense as a tax-planning tool. Depreciation expense is a non-cash expense that can 
reduce taxable income without affecting operating cash flow. It allows companies to manage depreciation expense 
reporting to reduce taxable profits and, in turn, lower their tax burden. Furthermore, fixed assets such as buildings 
and land have valuation characteristics that can be managed through specific accounting methods, providing 
companies with the opportunity to exploit tax provisions for tax savings legally. 
 
The Effect of Firm Size in Moderating the Effect of Financial Distress on Tax Avoidance  

Based on the results of the moderation tests, firm size is shown to moderate the relationship between 
financial distress and tax avoidance. Thus, the hypothesis which states that firm size significantly moderates the 
effect of financial distress on tax avoidance is accepted. Firm size is shown to moderate the relationship between 
financial distress and tax avoidance in a weakening direction. It shows that, in large companies, the influence of 
financial distress on the tendency to engage in tax avoidance is smaller. In the Trade-Off Theory perspective, large 
companies tend to be more careful in balancing the benefits and costs of a decision, including tax avoidance 
practices. Large companies generally have high visibility in the eyes of the public, regulators, and tax authorities, 
and thus face greater reputational and scrutiny risks. Therefore, even though they are experiencing financial 
distress, large companies tend not to be overly aggressive in pursuing tax avoidance because they consider potential 
long-term costs, such as sanctions, tax audits, and reputational damage. 
 
The Effect of Firm Size in Moderating the Effect of Leverage on Tax Avoidance 

Based on the results of the moderation test, firm size did not moderate the relationship between leverage 
and tax avoidance. This finding indicates that firm size neither strengthens nor weakens the effect of leverage on a 
company's tendency to engage in tax avoidance. Therefore, the hypothesis that firm size moderates the effect of 
leverage on tax avoidance is rejected. Leverage provides a tax shield through deductible interest expenses. This tax 
benefit applies equally to all companies, both large and small. Therefore, firm size does not add additional benefits 
or risks that could change a company's orientation in using leverage for tax planning. Because the tax benefits are 
uniform, leverage maintains the same function regardless of firm size. Although large companies have easier access 
to funding sources, they are also under greater public and regulatory scrutiny. Corporate reputation, governance, 
and transparency demands are factors that can deter large companies from engaging in aggressive debt-based tax 
avoidance. Conversely, small companies often use leverage for operational financing, not as a tax-avoidance 
instrument. Therefore, firm size does not influence the direction of the relationship between leverage and tax 
avoidance. 
 
The Effect of Firm Size in Moderating the Effect of Capital Intensity on Tax Avoidance 

Based on the results of the moderation test, firm size cannot moderate the effect of capital intensity on tax 
avoidance. Therefore, the hypothesis that firm size moderates the effect of capital intensity on tax avoidance is 
rejected. The study's results, which show that firm size cannot moderate the effect of capital intensity on tax 
avoidance, indicate that a company's asset size neither strengthens nor weakens the relationship. It is because 
capital intensity, reflected in the size of investments in fixed assets, directly provides tax benefits in the form of 
depreciation, thus providing companies with the opportunity to achieve tax savings regardless of firm size. 
CONCLUSIONS AND IMPLICATIONS 
Conclusions 

Based on the research results, the conclusions were Financial distress has a significant positive effect on tax 
avoidance in property and real estate companies listed on the Indonesia Stock Exchange. Leverage does not affect 
tax avoidance in property and real estate companies listed on the Indonesia Stock Exchange. Capital intensity has a 
significant positive effect on tax avoidance in property and real estate companies listed on the Indonesia Stock 
Exchange. Firm size moderates the effect of financial distress on tax avoidance in property and real estate 
companies listed on the Indonesia Stock Exchange. Firm size does not moderate the effect of leverage on tax 
avoidance in property and real estate companies listed on the Indonesia Stock Exchange. Firm size does not 
moderate the effect of capital intensity on tax avoidance in property and real estate companies listed on the 
Indonesia Stock Exchange. 
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Implications 
Theoretical Implications 

Strengthening empirical evidence on the role of capital intensity in tax planning: The study's results show 
that capital intensity has a positive and significant effect on tax avoidance, supporting the tax planning theory that 
fixed assets can serve as a depreciation tax shield. Strengthening the relevance of the Trade-Off Theory: The 
findings of the firm-size study support the Trade-Off Theory, showing that capital intensity influences tax 
avoidance, with large companies tending to maximize the benefits of asset depreciation as a tax deduction. 
Contribution to the literature on firm size moderation. The insignificant moderation of firm size on the influence of 
financial distress and leverage adds empirical evidence that the company's scale does not always strengthen the 
influence of financial characteristics on tax avoidance. 
 
Practical Implications 

For Company Management: The research results illustrate that fixed assets are an effective instrument that 
can be utilized in legal tax planning through a depreciation mechanism. Companies can strengthen their legal and 
measurable tax planning by improving fixed asset management. For Regulators and the Directorate General of 
Taxes: The government needs to increase supervision of companies with high fixed asset intensity, because capital 
intensity has been proven to be significantly correlated with tax avoidance. For Investors and Creditors: Investors 
need to pay attention to the company's financial condition and asset structure because the level of financial distress 
and capital intensity can be important indicators in assessing the company's tendency to engage in tax avoidance. 
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