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Abstract:  
Tax avoidance is an act or effort taken by the taxpayer to reduce the amount 
of tax payable in a legal way, namely by utilizing the gray area contained in 
the applicable tax laws and regulations. In theory, tax avoidance is allowed 
only that includes acceptable tax avoidance. But the fact is, a lot of tax 
avoidance that occurs is unacceptable tax avoidance which can be 
detrimental to the state. The purpose of this research was to examine the 
influence of thin capitalization, capital intensity, and earnings management 
on tax avoidance with tax havens country as moderators. The population of 
this research is multinational companies that were listed on the Indonesia 
Stock Exchange (IDX) in 2017-2021. The sampling technique used was the 
purposive sampling of 29 companies with a total sample of 145 samples 
selected based on predetermined criteria. The data analysis technique in this 
study used multiple linear regression analysis with SPSS Statistics V22.0. The 
results showed that thin capitalization influenced tax avoidance, capital 
intensity influenced tax avoidance, and earnings management influenced tax 
avoidance. Other results show that tax havens country moderates the 
influence of thin capitalization and earnings management on tax avoidance, 
but tax havens country does not moderate the influence of capital intensity 
on tax avoidance. 
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Introduction  
Tax avoidance is a transaction or arrangement made by a taxpayer to reduce the amount of tax 
payable in a legal way, so that it is not a crime (Arnold & McIntyre, 2002). Then Pohan (2017) 
explains that tax avoidance is carried out using methods and techniques that tend to take 
advantage of the weaknesses (gray areas) contained in the tax regulation law itself. Tax 
avoidance is divided into 2 types, there are acceptable and unacceptable tax avoidance. 
Acceptable tax avoidance has a good purpose, not being used to avoid taxes and not making 
fraudulent transactions. While unacceptable tax avoidance has a bad purpose, intending to do 
tax avoidance and make fake transactions (Kessler, 2004). Indonesian Minister of Finance Sri 
Mulyani said that due to tax avoidance, global tax revenue has the potential to lose around IDR 
3,360 trillion per year through the practice of transferring profits between countries (Makki, 
2021). In addition, the Tax Justice Network reports that Indonesia is estimated to suffer losses 
of up to 4,86 billion USD or equivalent to Rp. 68,7 trillion (exchange rate of IDR 14,149) due to 
tax avoidance. The State of Tax Justice report states that cases of tax avoidance in Indonesia are 
ranked 4th in Asia, with the highest ranking is China, followed by India and Japan (Sukmana, 
2020). Based on these data it illustrates that the grade of tax avoidance in Indonesia is still very 
high. Tax avoidance occurs in various places, both in the world and Indonesia itself. The 
phenomenon of tax avoidance in the world is carried out by APPLE. According to the 
International Consortium of Investigative Journalists in 2017, Apple took advantage of very low 
tax regulations in Jersey, a small island in the English Channel. Apple set up subsidiary 
companies in tax-free jurisdictions to free up an estimated $252 billion in profits (Muthahhari, 
2017). The latest world tax avoidance phenomenon was carried out by NIKE. Margrethe 
Vestager, a commissioner of competition policy at the 2019 European Commission, revealed 
that Nike allocated ownership of trademarks and other intellectual property to subsidiaries in 
the country of Bermuda. Nike's Hilversum subsidiary then pays royalties for the use of the 
trademark to the state of Bermuda. Royalties are counted as business expenses and are 
therefore not taxed in the Netherlands (Elhaq, 2019). Meanwhile, the tax avoidance 
phenomenon in Indonesia occurs at Adaro Energy. A climate change campaign manager 2019 
at Global Witness, William on taxing times report for Adaro said that PT. Adaro Energy is 
indicated to be practicing tax avoidance with a transfer pricing scheme by selling coal at low 
prices to Coaltrade Services International, a subsidiary of Adaro in Singapore, to be resold at 
high prices (McGibbon, 2019). The most recent case of tax avoidance that happened in 
Indonesia is Jhonlin Baratama. A public prosecutor Yoga Pratomo said in 2022 that PT. Jhonlin 
Baratama committed tax evasion by paying bribes through his tax consultant Agus Susetyo to 
Angin Prayitno, who served as Director of Audit and Collection at the Directorate General of 
Taxes for the 2016-2019 period, so he was prepared to manipulate the calculation results for 
the 2016 and 2017 tax years (Maga, 2022). Based on the several cases of tax avoidance 
mentioned above, it may be presumed that there have been many tax avoidances committed 
by multinational companies with schemes that are not permitted. Many factors affect tax 
avoidance including capital intensity, thin capitalization, earnings management, and tax havens 
country.  
 
This research is a development of prior research conducted by Afifah & Prastiwi (2019) and 
Salwah & Herianti (2019). The differences of prior research and this research are as follows: 

1. Previous research variables only used thin capitalization as the independent variable 
and tax avoidance as the dependent variable. Meanwhile, in this study, the variables 
capital intensity and earnings management were added to the independent variables 
and adding the variable tax havens country as a moderator. The reason for choosing 
this variable is that there are differences in the results of prior studies. 
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2. The object of the previous research was the goods sector company consumption 
listed on IDX in 2015-2017. While this study chose multinational companies that 
were listed on IDX in 2017-2021 as the object. The Reasons for choosing 
multinational companies as research objects are that multinational companies are 
large-scale companies and have affiliated companies abroad, multinational 
companies are more open about non-information finance, and multinational 
companies have the scope and incentives to be involved in tax avoidance (Dyreng & 
Hanlon 2008; Hanlon 2005; Rego 2003). 

3. The proxies that are used in calculating tax avoidance are different . Previous 
research used the effective tax rate (ETR) as a proxy calculation, while this research 
used the cash effective tax rate (CETR) as a proxy calculation. The reason for selecting 
the cash effective tax rate (CETR) as a proxy for calculating tax avoidance in this 
research is to overcome the main limitations of the proxy effective tax rate (ETR) 
which cannot distinguish tax savings result of default tax preferences with 
consequent tax savings aggressive tax reporting (Tang, 2020) In addition, the cash 
CETR can capture a wider range of tax avoidance practices (Dyreng et al, 2017). 

Based on the description above, this study aims to find out “The Influence of Thin 
Capitalization, Capital Intensity, and Earnings Management on Tax Avoidance with Tax Havens 
Country as Moderator (empirical studies on multinational companies listed on the IDX in 2017-
2021)”. 
 
Literature review 
Theory Of Planned Behavior 
The theory of Planned Behavior is a theory that explains individual behavior that is influenced 
by the concept of control possessed by the individual and is intended to predict individual 
behavior specifically (Ajzen, 1991). The planned behavior theory is suitable for explaining any 
behavior that requires aranging and planning, for example tax avoidance through tax planning. 
 
Agency Theory 
Theory of agency is a contract or relationship between the agent and principal, where the 
principal is the party that employs the agent to perform tasks in the principal interests, while 
the agent is the party carrying out the principal interest (Scott, 2015).  Eisenhardt (1989) said 
that one of the basic assumptions of human nature is that humans are generally selfish (self-
interest). Based on the assumption of human nature, the manager as an agent a human will act 
opportunistically with put self-interests first. Like doing tax avoidance by conducting capital 
intensity, thin capitalization, and earnings management. 
 
Tax Avoidance 
Tax avoidance is an act or effort made by the taxpayer to reduce the amount of tax payable 
without violating tax laws and regulations what happens by using the weaknesses in tax laws 
and regulations. (Arnold & McIntyre, 2002; Brown, 2012; Pohan, 2017).  
 
Thin Capitalization 
Thin capitalization is a practice conducted by companies in managing capital structure by 
increasing the level of debt compared to capital which can be used as a tax avoidance scheme 
(OECD, 2012; Taylor & Richardson, 2012; Kurniawan, 2015). According to Buettner et al (2012) 
in running a business, there are two capital sources that can be selected by company, namely 
in the form of debt or equity. The practice of thin capitalization is based on the difference in tax 
treatment of dividend and interests, namely the difference in treatment between interest as a 
return on debt and dividends as a return on stock investment in tax regulations. The difference 
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lies in the interest payments which are classified as deductible expenses, while dividend 
payments are classified as non-deductible expenses. This illustrates that high debt will increase 
the interest that must be paid by the company to creditors, so that the company's taxable profit 
is lower. (Brigham & Houston, 2006). Based on the theory of agency this can become a problem 
between the agent and the principal. Where managers want the company to pay low tax 
obligations, but from the principal's point of view it will increase the company's risk of paying 
debts to be higher or even defaulting. Companies do tax evasion because of differences in 
interests between agents and principals. One way that managers do this is by increasing the 
debt (Simamora & Sari, 2021). According to Bandiyono & Murwaningsari (2020) and 
Andawiyah et al (2019), thin capitalization influenced tax avoidance. As a result, the following 
hypotheses follow: 
H1 : Thin capitalization influenced tax avoidance 
 
Capital Intensity 
Capital intensity is one of the factors that influence tax avoidance. Capital intensity is a 
portrayal of the company’s investment in fixed assets. Investment in fixed assets can be used 
by companies to reduce their tax burden (Sugeng & Zaman, 2020). Besides that, Capital 
intensity is a picture that can determine how big a company invests in fixed assets. With a high 
level of investment in fixed assets, it will cause a burden of high depreciation that will later be 
a deduction from taxable income corporate tax (Rodriguez & Arias, 2012; Francis, et.al, 2004; 
Defond & Hung, 2003). This happens because there are depreciation costs of fixed assets being 
deducted from the tax calculation. A high depreciation expense will reduce the tax burden that 
must be paid by the company. a high level of corporate capital intensity will indicate a low 
effective tax rate, thus indicating that the company's tax avoidance is high  (Monika & Noviari, 
2021). Dwiyanti & Jati (2019) and Kalbuana et al (2020) stated that capital intensity influenced 
tax avoidance. This means that the high capital intensity of corporate will lead to an increase 
in corporate tax avoidance. As a result, the following hypotheses follow: 
H2 : Capital intensity influenced tax avoidance 
 
Earnings Management 
Earnings management is a strategy used by managers in conducting information intervention 
from financial reports by raising or lowering company profit within principle limits generally 
accepted in accounting (Healy, 1985; Schipper, 1989; Fischer & Rozenzwig, 1995; Scott, 2015). 
Scott (2015) states that one of the motivations for earnings management is tax motivation. 
Taxation is one of the main reasons why companies reduce reported profits through the use of 
accruals. One of the characteristics of earnings management is to minimize profits (income 
minimization) by reducing profits to produce a minimum reported profit so that companies 
can minimize the amount of tax that must be paid to the government. According to Amidu 
(2019), Hong et al (2022) and Aisyah et al (2022) stated that earnings management influenced 
tax avoidance. As a result, the following hypotheses follow: 
H3 : Earnings Management influenced tax avoidance  
 
Tax Havens Country 
Tax havens country is defined as a country or region that wears low taxes or none at all 
imposing taxes and providing guarantees of the assets it holds (Crumbley et al, 1994; Azzara, 
2000; Gunadi, 2007). Gravelle (2015) stated that multinational companies have the 
opportunity to significantly reduce taxes by operating in tax havens countries by transferring 
profits from jurisdictions with high tax rates to jurisdictions with low tax rates (tax havens 
countries). Having a subsidiary company domiciled in a tax haven country will provide benefits 
for multinational companies, because they are thought to have more incentives to take tax 
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avoidance. According to Apriliyanti (2021), the company utilizes affiliated companies located 
in tax havens countries for investment activities in fixed assets. And according to Arizoni et al 
(2020), tax havens countries can moderates the influence of earnings management on tax 
avoidance. As a result, the following hypotheses follow: 
H4 : Tax havens country moderates the influence of thin capitalization on tax avoidance 
H5 : Tax havens country moderates the influence of capital intensity on tax avoidance 
H6 : Tax havens country moderates the influence of earnings management on tax avoidance 
 
Conceptual Framework 
 

 
Figure 1 Conceptual Framework 

Source: Author’s conception based on literature (2022) 

 
Research Method  
This research is using quantitative approach with the population taken from all multinational 
companies except the financial sector, insurance, financing, infrastructure, property and 
mining listed in IDX 2017-2021. The exclusion of this sector is due to the Indonesian Ministry 
of Finance regulation number 169/PMK.010/2015 concerning the determination of the 
amount of comparison between debt and company capital for income tax calculation which 
excludes some of these sectors. The sampling technique used was the purposive sampling of 
29 companies with a total sample of 145 samples selected based on predetermined criteria 
such as companies that have positive profit before tax in a row within the research time, which 
has the completeness of the required information related to the calculation indicators that are 
used as variables in the research and which publishes financial reports using rupiah currency 
units. The data used in this study is secondary data, namely annual report and financial 
statements of the company multinational 2017-2021 period listed on IDX obtained from the 
website of the Stock Exchange Indonesia. The technique of data analysis used analysis of 
multiple linear regression with SPSS Statistics V22.0.  
 
Variables Measurement 
Tax Avoidance 
In this research tax avoidance is calculated using the CETR proxy which is a comparison 
between cash taxes paid with total pretax financial accounting income. The reason for selecting 
CETR as a proxy for calculating tax avoidance is to overcome the main limitations of proxy 
effective tax rate (ETR) which cannot differentiate tax savings due to default tax preferences 
with savings taxes due to aggressive tax reporting (Tang, 2020) and CETR can capture more 
tax avoidance practices wide (Dyreng et al., 2017). The measure used to measure tax avoidance 
is as follows: 
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CETR =
Cash taxes paid

total pre − tax accounting income
 

 
Thin Capitalization 
Thin capitalization in this research is measured by using MAD Ratio proxy (Maximum Amount 
Debt Ratio). The reason for using the MAD Ratio proxy is that this ratio is adjusted with the 
maximum limit of debt allowed according to regulations applicable (maximum limit of DER). 
In Indonesia, the maximum DER is set at 4:1, so the maximum debt limit that is allowed is equal 
to 80%. This measurement was also used previously in research conducted by Taylor & 
Richardson (2012); Afifah & Prastiwi (2019); Salwah & Herianti (2019) with the following 
formula: 
 

MAD Ratio =
Average Interest Bearing Debt 

SHDA (Safe Harbor Debt Amount)
 

 
Capital Intensity 
Capital intensity in this research is measured by using a fixed asset intensity ratio proxy. This 
measurement too previously used in a study conducted by Kalbuana et al (2020); Nadhifah & 
Arif (2020); Henny (2019) with the formula as follows : 
 

Capital Intensity =
Total Fixed Asset

Total Assets
 

 
Earnings Management 
Earnings management in this research is detected by using a discretionary accruals (DAC) 
proxy with the model Kasznik (1999). The reason for using the Kasznik model is because 
according to research results from Suprianto and Setiawan (2020) stated that Kasznik's model 
was the better model compared to other models in measuring earnings management. This 
calculation proxy is also used Previously in research conducted by Ramadhan, et al (2021) with 
the following steps as follows: 
 

Step 1 : Calculate the company's total accruals (TAit) 

TAit = NIit - CFOit 

Step 2 : Calculate non discretionary accrual (NDAit) 

 
Step 3 :  Calculate discretionary accrual (DAit) 

DAit = TAit – NDAit 

Information : 
TAit  = Company’s total accrual i for period t 
NIit  = Net profit after tax (net income) 
CFOit  = The company’s operating cash flow i period t 
Ait-1  = Total assets of the company i at the end of year t-1 
Δ REVit  = Changes in company income i for year t 
Δ RECit  = Change in net receivables of the company i for year t 
PPEit  = Fixed assets of the company i in period t 
Δ CFOit  = Change in operating cash flow of company i in period t 
αi – β3i  = Coefficient of regression equation 



IJSB                                                                               Volume: m, Issue: n Year: 2023 Page:109-122 

 

115 

 

Tax Havens Country 
In this research tax havens country is measured by using a dummy variable which is 
categorized into two, namely: 

1 : If the company has one or more subsidiaries domiciled in a tax haven country 
recognized by the OECD 

0 :  If the company has no subsidiaries in tax havens country recognized by the OECD 
This measurement is also used previously in research conducted by Wijaya & Rahayu (2021); 
Widodo et al., (2020); Taylor & Richardson (2012). 
 
Result and Discussion 
Analysis of Descriptive Statistics  
 

Table 1 Descriptive Statistic Results 
Descriptive Statistics 

 N Min Max Mean Std. Deviation 
Thin Capitalization (X1) 145 .0026 .9832 .406859 .2715241 

Capital Intensity (X2) 145 .0381 .9054 .382803 .2020116 
Earnings Management (X3) 145 -1.1583 .9843 .043920 .4789452 
Tax Havens Country (Z) 145 0 1 .79 .411 
LG10_Tax Avoidance 145 -1.3207 .2818 -.550981 .2447725 
Valid N (listwise)      
Source: Output SPSS, 2022 

 
Classic Assumption Test 
This research conducted classic assumption tests, there are normality, multicollinearity 
heteroscedasticity, and autocorrelation tests. Firstly, The normality test of data is done by using 
Kolmogorov Smirnov by looking at the 5% significance level. The data is considered normal if 
sig. (2-tailed) is more than 0.05 (− 𝑣𝑎𝑙𝑢𝑒 > 0.05) (Ghozali, 2018). So, the Kolmogorov-Smirnov 
Test result in this research was 0.438 > 0.05, this shows that the data is normally distributed. 
The next is the multicollinearity test. The multicollinearity test is done by looking tolerance 
and VIF value. Multicollinearity does not occur when the tolerance values > 0.1 or VIF < 10. The 
result of tolerance for thin capitalization is 0.289, the capital intensity is 0.453, for earnings 
management is 0.206, and tax havens country is 0.445. The result of all the tolerance values 
obtained is > 0.1, So it can be said that did not happen multicollinearity among the independent 
variables studied. Thirdly, heteroscedasticity uses the Glejser test because the results are more 
accurate. Model a good regression is a regression model that does not contain 
heteroscedasticity, which can be shown with a significant level > 5%. It can be comprehended 
that the sig value of thin capitalization, capital intensity, earnings management and tax havens 
country are 0.508, 0.216, 0.374, and 0.105 respectively. This matter indicates that there is no 
heteroscedasticity in this research. The last the test of autocorrelation. The autocorrelation test 
was performed using the Durbin-Watson (DW) model. There is no autocorrelation if the DW 
value is between -2 and +2 or - 2 < DW < + 2. The DW value obtained in this test is 1.137. This 
indicates that there is no autocorrelation in the data of study. 
 
Analysis of Multiple Linear Regression  
Testing the hypothesis in this research using analysis of multiple linear reggression to 
determine the influence of several variables (X) on the variable (Y). it means that multiple 
linear regression analysis in this study to answer H1, H2 and H3. The ttable value in this study is 
indicated by df = n-k-1= 145-3-1 = 141 with a significance level of 0.05, so the ttable obtained is 
1.976. 
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Table 2 Result of Multiple Linear Regression 
Coefficient a 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) -.722 .038  -19.066 .000 
Thin Capitalization (X1) -.150 .067 -.166 -2.227 .028 

Capital Intensity (X2) -.263 .094 -.217 -2.784 .006 
Earnings Management (X3) -.219 .037 -.428 -5.948 .000 

a. Dependent Variable: LG10_Tax Avoidance 
Source: Output SPSS, 2022 

 
Equation 1 
Y = -0,722 - 0,150X1 - 0,263X2 - 0,219X3 + e 
Based on table 2 above, it show that thin capitalization has a t-statistic value of -2.227 > 1.976 
and p-value of 0.028 < 0.05. It means that thin capitalization influenced tax avoidance. this 
result accepts the H1 which states that thin capitalization influenced tax avoidance. The thin 
capitalization variable has a value coefficient of -0.150, which means that thin capitalization 
has a negative relationship on tax avoidance. That is, the higher thin capitalization will be lower 
the CETR value. The lower CETR value indicates that the higher company performs tax 
avoidance. And then the capital intensity has a t-statistic value of -2.784 > 1.976 and p-value of 
0.006 <0.05. It means that capital intensity influenced tax avoidance. this result accepts the H2 
which states that capital intensity influenced tax avoidance. The capital intensity variable has 
a value coefficient of -0.150, which means capital intensity has a relationship negative on tax 
avoidance. That is, the higher capital intensity will be lower the CETR value. The lower CETR 
value indicates that the higher company performs tax avoidance. The last, the earnings 
management has a t-statistic value of -5.948 > 1.976 and p-value of 0.000 <0.05. It means that 
earnings management influenced tax avoidance. this result accepts the H3 which states that 
earnings management influenced tax avoidance. The earnings management variable has a 
value coefficient of -0.150, which means that earnings management has a negative relationship 
with tax avoidance. That is, the higher earnings management will be lower the CETR value. The 
lower CETR value indicates that the higher company performs tax avoidance. 
 
Determination Coefficient (Adjusted R2) 
 

Table 3 Determination Coefficient Result 
Model Summaryb 

Model R R Square Adjusted R 
Square 

Std. Error of 
the Estimate 

1 .651a .424 .412 .1877112 
a. Predictors: (Constant), Earnings Management (X3), Thin 

Capitalization (X1), Capital Intensity (X2) 
b. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 

 
From the table above, R2 value is 0.424 and Adjusted R2 value is 0.412. It means that variables 
of capital intensity, thin capitalization, and earnings management can explain the tax avoidance 
variable by 41.2%. While 58.8% is influenced by other variables not included in this research. 
This research uses Adjusted R2, because this study uses more than two independent variables. 
 
Analysis of Moderated Reggression  
This analysis aims to determine whether the moderating variable will weaken or strengthen 
the relationship between the variable (X) and the variable (Y). It means that the moderated 
regresion analysis in this study was used to answer H4, H5 and H6. 
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Table 4 Result of Moderation Test Hypothesis 4 
Coefficientsa 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) -.627 .045  -14.043 .000 
Thin Capitalization (X1) -.413 .068 -.458 -6.064 .000 

Tax Havens Country (Z) -.117 .045 -.196 -2.596 .010 

a. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 
 

Equation 2 
Y = -0,627 - 0,413X1 - 0,117Z + e 

Coefficientsa 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t  Sig. 

B Std. Error Beta 

1 

(Constant) -.566 .048  -11.675 .000 
Thin Capitalization (X1) -.151 .112 -.167 -1.343 .181 

Tax Havens Country (Z) -.217 .056 -.365 -3.880 .000 

TC*THC -.343 .119 -.417 -2.885 .005 

a. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 
 

Equation 3 
Y = -0,566 - 0,151X1 - 0,217Z - 0,343X1Z+ e 
Based on the second equation, the regression coefficient of tax havens country (Z) is -0.117 
with p value of 0.010 < 0.05, it means that the variable of tax havens country (Z) has an effect 
on tax avoidance. Based on the third equation that examines the moderating role of (X1*Z) 
obtained the regresion coefficient of -0.343, p value of 0.005 < 0.05 which means that the tax 
havens country (Z) moderates the influence of thin capitalization (X1) to tax avoidance (Y). 
Based on these results, H4 which states that tax havens country moderates the influence of thin 
capitalization on tax avoidance is accepted and tax havens country variable acts as a Quasi 
Moderation variable because tax havens country is an independent variable and also 
moderates the influence of thin capitalization on tax avoidance. 

 
Table 5 Result of Moderation Test Hypothesis 5 

Coefficientsa 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t  Sig. 

B Std. Error Beta 

1 
(Constant) -.736 .053  -13.896 .000 
Capital Intensity (X2) -.582 .089 -.480 -6.561 .000 
Tax Havens Country (Z) -.049 .044 -.082 -1.115 .267 

a. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 
 

Equation 4 
Y = -0,736 - 0,582X2 - 0,049Z + e 
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Coefficientsa 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) -.626 .053  -11.714 .000 
Capital Intensity (X2) -.206 .110 -.170 -1.868 .064 
Tax Havens Country (Z) -.221 .053 -.371 -4.195 .000 
CI*THC -.109 .100 -.233 -1.070 .072 

a. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 
 

Equation 5 
Y = -0,626 - 0,206X2 - 0,221Z - 0,109X2Z+ e 
Based on the fourth equation, the regression coefficient of tax havens country (Z) is -0.049 with 
p value of 0.267 > 0.05, it means that the variable of tax havens country (Z) has no effect on tax 
avoidance. Based on the fifth equation that examines the moderating role of (X2*Z) obtained 
the regresion coefficient of -0.109, p value of 0.072 > 0.05 which means that the tax havens 
country (Z) do not moderate the effect of capital intensity (X2) on tax avoidance (Y). Based on 
these results, H5 which states that tax havens country moderates the influence of capital 
intensity on tax avoidance is rejected and tax havens country variable acts as a Homologizer 
Moderation variable because tax havens country is not independent variable and also do not 
moderate the influence of capital intensity on tax avoidance. 
 

Tabel 6 Result of Moderation Test Hypothesis 6 
Coefficientsa 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t  Sig. 

B Std. Error Beta 

1 

(Constant) -.542 .036  -14.895 .000 
Earnings Management (X3) -.294 .035 -.575 -8.362 .000 

Tax Havens Country (Z) -.028 .041 -.047 -6.677 .000 

a. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 
 

Equation 6 
Y = -0,542 - 0,294X3 - 0,028Z + e 

 
Coefficientsa 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t  Sig. 

B Std. Error Beta 

1 

(Constant) -.547 .035  -15.444 .000 
Earnings Management (X3) -.107 .070 -.210 -1.538 .126 
Tax Havens Country (Z) -.028 .040 -.047 -.700 .485 
EM*THC -.237 .068 -.418 -3.074 .003 

a. Dependent Variable: LG10_Tax Avoidance 

Source: Output SPSS, 2022 
 

Equation 7 
Y = -0,547 - 0,107X3 - 0,028Z - 0,237X3Z+ e 

Based on the sixth equation, the regression coefficient of tax havens country (Z) is -0.028 with 
p value of 0.000 < 0.05, which means that tax havens country (Z) influenced tax avoidance. 
Based on the seventh equation that examines the moderating role of (X3*Z) obtained the 
regresion coefficient of -0.237, p value of 0.003 < 0.05 which means that the tax havens country 
(Z) moderates the influence of earnings management (X3) on tax avoidance (Y). Based on these 
results, H6 which states that tax havens country moderates the influence of earnings 
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management on tax avoidance is accepted and tax havens country variable acts as a Quasi 
Moderation variable because tax havens country is an independent variable and also 
moderates the influence of earnings management on tax avoidance. 
 
Hypothesis Test Result 
 

Table 7 Result of Hypothesis Test 
Hypothesis Sig. Standard Result 

H1 Thin capitalization influenced tax avoidance 0.028 0.05 Accepted 
H2 Capital Intensity influenced tax avoidance 0.006 0.05 Accepted 
H3 Earnings management influenced tax avoidance 0.000 0.05 Accepted 
H4 Tax havens country moderates the influence of thin capitalization on 

tax avoidance 
0.005 0.05 Accepted 

H5 Tax havens country moderates the influence of capital intensity on tax 
avoidance 

0.072 0.05 Rejected 

H6 Tax havens country moderates the influence of earnings management 
on tax avoidance 

0.003 0.05 Accepted 

Source: Author 

 
Conclusion 
This study's model was created to understand the influence of capital intensity, thin 
capitalization, and earnings management on tax avoidance with tax havens country as 
moderators. From the study conducted, capital intensity, thin capitalization, and earnings 
management all have a positive and significant influence on tax avoidance. It means that the 
higher company performs thin capital intensity, capitalization, and earnings management, the 
more tax avoidance company will make. This study also shows that tax havens country 
moderates the influence of thin capitalization and earnings management on tax avoidance. 
However, tax havens country does not moderate the influence of capital intensity on tax 
avoidance. It means that if companies combine tax avoidance strategies through thin 
capitalization and tax havens countries or earnings management and tax havens countries, 
then companies will become more aggressive in avoiding taxes.  however, there is no relation 
between companies combining tax avoidance strategies through capital intensity and tax 
havens country. This is because the holding company and its subsidiaries carry out their capital 
intensity respectively. Therefore, companies are advised to pay attention to the results of this 
study as material for consideration not to carry out unacceptable tax avoidance which can 
cause state losses. Because if you look at the average results of descriptive statistics, companies 
can still make better use of several factors such as capital intensity, thin capitalization, and 
earnings management. The average company that conducts thin capitalization is still far from 
the maximum allowed rules. Likewise with capital intensity and earnings management. So, 
companies do not need to take methods that are not allowed to avoid taxes, such as 
manipulating financial reports, transfer pricing and others. 
 
Implications, Limitations and Future Research Direction 
The results obtained in this study can strengthen the theory of accounting which states that the 
higher capital intensity, thin capitalization, and earnings management conducted by the 
company then the tendency of the company to take action tax avoidance lawfully will be more 
open. Companies realize that to get more optimal profit they need to set a strategy to reduce 
the capacity tax burden by tax avoidance. Besides that, if we look at the average results of 
descriptive statistics, companies can still make better use of several factors such as capital 
intensity, thin capitalization, and earnings management. The average company that conducts 
thin capitalization is still far from the maximum allowed rules. so, this can be used by managers 
as an agent in fulfilling their interests. However, shareholders as principals must also monitor 
that tax avoidance by managers does not exceed the limits or violate applicable regulations. 
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This needs to be done by the principal so that the tax avoidance that is carried out does not 
have an impact on the sustainability of the company. There is a Minister of Finance Regulation 
Number 169/PMK.010/2015 concerning the determination of the magnitude of the ratio 
between debt and capital of the company to calculate income tax with provisions maximum of 
4:1 which excludes companies in the financial, insurance, financing, infrastructure, property 
and finally mining forced researchers to exclude some of these sectors from the criteria 
selection of research samples. The results of this study certainly can not be representing all 
companies with the excluded sectors. This is a limitation for researchers. Future research is 
suggested to be able to develop the results of this study by adding several independent 
variables such as political connections, educational background of CEO, gender of CEO and 
others. This is because the independent variables in this research are only able to explain the 
dependent variable at 41.2%. Future researchers can also expand the object of research into 
whole companies listed on the IDX. 
 
References 
Afifah, S.N. and Prastiwi, D. (2019). Pengaruh Thin Capitalization Terhadap Penghindaran Pajak, AKUNESA: Jurnal 

Akuntansi Unesa, 7(3). 
Aisyah, R.N., E. and Erwin, K. (2022). The Effect of Liquidity, Thin Capitalization, Capital Intensity, and Earnings 

Management on Tax Avoidance in Manufacturing Companies Listed in Indonesia Stock Exchange (IDX) 
2010-2020 Period. International Journal of Research and Review, 9(1), 201–208. 

Ajzen, I. (1991). The Theory of Planned Behavior, Journal Organizational Behavior and Human Decision Processes, 
50(2), 179-211 

Amidu, M., Coffie, W. and Acquah, P. (2019). Transfer pricing, earnings management and tax avoidance of firms in 
Ghana. Journal of Financial Crime, 26(1), 235-259. 

Andawiyah, A., Subeki, A. and Hakiki, A. (2019). Pengaruh Thin Capitalization Terhadap Penghindaran Pajak 
Perusahaan Index Saham Syariah Indonesia. Akuntabilitas, 13(1), 49–68. 

Apriliyanti, Rina. Pengaruh Thin Capitalization, Capital Intensity Dan Corporate Social Responsibility Terhadap 
Penghindaran Pajak Dengan Pemanfaatan Tax Havens Country Sebagai Variabel Moderating. Thesis, 
Syarif Hidayatullah State Islamic University Jakarta, 2021 

Arizoni, S.S., Ratnawati, V. and Andreas. (2020). The Effect Of Accrual Earnings Management, Real Earnings 
Management And Inventory Intensity Towards Tax Aggressivity: The Moderating Role Of Foreign 
Operation. Bilancia : Jurnal Ilmiah Akuntansi.  4(1). 

Arnold, B.J and McIntyre, M.J. (2002). International Tax Primer, 2nd Edition. The Hague: Kluwer Law International. 
Azzara, T.P. (2000). Tax Haven of The World, 7th Edition, Bahamas. 
Bandiyono, A. and Murwaningsari, E. (2020). Supply chain management in moderating the effect of 

multinationality, thin capitalization and intra group transaction of company development. International 
Journal of Supply Chain Management, 9(4), 501–508. 

Brigham, E.F. and Houston. (2006). Fundamental of FinancialManagement: Dasar-Dasar Manajemen Keuangan, 
Edisi 10. Jakarta: Salemba Empat  

Brown. K. B. (2012). A Comparative Look at Regulation of Corporate Tax Avoidance. New York: Springer 
Buettner, et al. (2012). The impact of thin-capitalization rules on the capital structure of multinational firms. 

Journal of Public Economic, 96(11-12), 930-938 
Crumbley, D.L., Jack P.F and Susan B.A. (1994). Dictionary of Tax Terms. New York : Barron’s Business Guide 
Dwiyanti, I.A.I., and Jati, I. K. (2019). Pengaruh Profitabilitas, Capital Intensity, dan Inventory Intensity pada 

Penghindaran Pajak. E-Jurnal Akuntansi Universitas Udayana, 27(3), 24 
Dyreng, S.D., Hanlon, M. and Maydew, E.L. 2008. Long run corporate tax avoidance. Accounting Review, 83(1), 61–

82. 
Dyreng, S.D., Hanlon, M., Maydew, E.L. and Thornock, J.R. (2017). Changes in corporate effective tax rates over the 

past 25 years. Journal of Financial Economics, 124(3), 441– 463. 
Eisenhardt, K. (1989). Agency Theory: An Assesment and Review. Academy of Management Review, 14(1), 57-74. 
Elhaq, T.W. (2019). Minimalisir Royalti, Nike Tersandung Kasus Pajak. Available: 

https://news.ddtc.co.id/minimalisir-royalti-nike-tersandung-kasus-pajak14684. (May 16 2022) 
Fischer, M. and Rozenzwig K, (1995). Attitude of Students and Accounting Practitioners Concerning the Ethical 

Acceptability of Earnings Management. Journal of Business Ethics, 14, 433–444. 
Ghozali, I. (2018). Aplikasi Analisis Multivariate dengan Program IBM SPSS 25. Semarang: Badan Penerbit 

Universitas Diponegoro. 

https://news.ddtc.co.id/minimalisir-royalti-nike-tersandung-kasus-pajak14684


IJSB                                                                               Volume: m, Issue: n Year: 2023 Page:109-122 

 

121 

 

Gravelle, J.G. (2015). Tax havens: International tax avoidance and evasion. Taxes in the United States: 
Developments, Analysis and Research, 4, 37–87. 

Gunadi,. (2007). Pajak International Edisi Revisi. Jakarta : Lembaga Penerbit Fakultas Ekonomi Universitas 
Indonesia 

Hanlon, M. (2005). The Persistence and Pricing of Earnings, Accruals, and Cash Flows When Firms Have Book-Tax 
Differences. The Accounting Review, 80(1), 137-166. 

Healy, P.M. (1985). The Effect of Bonus Schemes on Accounting Decisions. Journal of Accounting and Economics, 
10, 85-107. 

Henny, (2019). Pengaruh manajemen laba dan karakteristik perusahaan terhadap tax avoidance, Jurnal muara 
ilmu ekonomi dan bisnis, 3(1), 36-46. 

Hong, N.T.P., Quyen, N.T.N. and Thuy, D.T.T. (2022). Effects of Earnings Management to Corporate Tax 
Avoidance. Webology, 19(1), 867–889. 

Kalbuana, et al. (2020). The Influence Of Capital Intensity, Firm Size, And Leverage On Tax Avoidance On 
Companies Registered In Jakarta Islamic Index (Jii) Period 2015-2019, International Journal of 
Economics, Business and Accounting Research (IJEBAR), vol. 4(3). 

Kasznik, R. (1999). On the Association between Voluntary Disclosure and Earnings Management, Journal of 
Accounting Research, 37(1), 57-81. 

Kessler, J. (2004). Tax Avoidance Purpose and Section 741 of taxes Act 1988, British Tax Review. 375-409 
Kurniawan, A.M. (2015). Pajak Internasional Edisi Kedua. Jakarta: Ghalia 
Maga, A. (2023). Konsultan Jhonlin Baratama didakwa menyuap pejabat pajak 3,5 juta dolar singapura . Available: 

https://makassar.antaranews.com/berita/440953/konsultan-jhonlinbaratama-didakwa-menyuap-
pejabat-pajak-35-juta-dolar-singapura. (January 25, 2023) 

Makki, S. (2021). Pajak Global Bisa Raib Rp3.360 T Gegara Penghindaran Pajak. Available: 
https://www.cnnindonesia.com/ekonomi/20210913194843-532-693711/pajak-global-bisa-raib-
rp3360-t-gegara-penghindaran-pajak. (September 23, 2022) 

McGibbon, A. (2019). Indonesia’s shifting coal money 3: Taxing times for Adaro. Available: 
https://www.globalwitness.org/en/campaigns/oil-gas-andmining/indonesias-shifting-coal-money-3-
taxing-times-for-adaro/. (May 17, 2022) 

Monika, C.M. and Noviari, N. (2021) The Effect Of Financial Distress, Capital Intensity, and Audit Quality on Tax 
Avoidance. American Journal of Humanities and Social Science Research (AJHSSR), 5(6), 282-287 

Muthahhari, T. (2017). Paradise Papers Mengungkap Kecurangan Pajak Apple. Available: https://tirto.id/paradise-
papers-mengungkap-kecurangan-pajak-apple-czUd. (May 16, 2022) 

Nadhifah, M. and Arif, A. (2020). Transfer Pricing, Thin Capitalization, Financial Distress, Earning Management, 
dan Capital Intensity Terhadap Tax Avoidance Dimoderasi oleh Sales Growth. Jurnal Magister Akuntansi 
Trisakti, 7(2), 145. 

OECD. (2012). Thin Capitalization Legislation: A background paper for country tax administrators, 1–41. Available: 
https://www.oecd.org/ctp/tax-global/5.%20thin_capitalization_background.pdf. (January 11, 2022)  

Pohan, C.A. (2017). Manajemen Perpajakan (Strategi Perencanaan Pajak dan Bisnis), edisi revisi. Jakarta: PT 
Gramedia Pustaka Utama 

Prastiwi, D. and Ratnasari, R. (2019). The Influence of Thin Capitalization and The Executives’s Characteristics 
Toward Tax Avoidance by Manufacturers Registered on ISE in 2011-2015, AKRUAL: Jurnal Akuntansi, 
10(2), 119-134. 

Ramadhan, H.A., Ratnawati, V and Fitrios, R. (2021). The Effect Of Related Party Transaction And Earnings 
Management On Tax Avoidance With Good Corporate Governance Moderate Variables, Bilancia : Jurnal 
Ilmiah Akuntansi, 5(4). 

Rego, S.O. (2003). Tax Avoidance Activities of U.S. Multinational Corporations. Contemporary Accounting Research, 
12(4). 

Rodriguez, E.F. and Arias, A.M. (2012). Do Business Characteristics Determine an Effective Tax Rate?, The Chinese 
Economy, 45(6), 60-83 

Salwah, S. and Herianti, E. (2019). Pengaruh Aktivitas Thin Capitalization Terhadap Penghindaran Pajak. Jurnal 
Riset Bisnis, 3(1), 30–36. 

Schipper, K. (1989). Earnings Management. Accounting Horizons, 3, 91-106 
Scott, W.R. (2015). Financial Accounting Theory, 7th Ed. New York : Wiley. 
Setiawan, A. and Agustina, N. (2018). Pengaruh Thin Capitalization Dan Profitabilitas Terhadap Penghindaran 

Pajak Pada Perusahaan Manufaktur Yang Terdaftar Di Bursa Efek Indonesia. Jurnal Akuntansi dan 
Pembangunan, 4(1). 

Simamora, S.J.P. and Sari, D.P. (2021) Influence of Independent Director, Female Director, and Thin Capitalization 
on Tax Avoidance. Journal Of Auditing, Finance, And Forensic Accounting, 9(2), 65-76. 

Sugeng, E.P. and Zaman, B. (2020). Does Capital Intensity, Inventory Intensity, Firm Size, Firm Risk, and Political 
Connection Affect Tax Aggresiveness? Accounting Journal, 17(1), 78–87. 

https://makassar.antaranews.com/berita/440953/konsultan-jhonlinbaratama-didakwa-menyuap-pejabat-pajak-35-juta-dolar-singapura
https://makassar.antaranews.com/berita/440953/konsultan-jhonlinbaratama-didakwa-menyuap-pejabat-pajak-35-juta-dolar-singapura
https://www.cnnindonesia.com/ekonomi/20210913194843-532-693711/pajak-global-bisa-raib-rp3360-t-gegara-penghindaran-pajak
https://www.cnnindonesia.com/ekonomi/20210913194843-532-693711/pajak-global-bisa-raib-rp3360-t-gegara-penghindaran-pajak
https://www.globalwitness.org/en/campaigns/oil-gas-andmining/indonesias-shifting-coal-money-3-taxing-times-for-adaro/
https://www.globalwitness.org/en/campaigns/oil-gas-andmining/indonesias-shifting-coal-money-3-taxing-times-for-adaro/
https://tirto.id/paradise-papers-mengungkap-kecurangan-pajak-apple-czUd
https://tirto.id/paradise-papers-mengungkap-kecurangan-pajak-apple-czUd
https://www.oecd.org/ctp/tax-global/5.%20thin_capitalization_background.pdf


IJSB                                                                               Volume: m, Issue: n Year: 2023 Page:109-122 

 

122 

 

Sukmana, Y. (2020). RI Diperkirakan Rugi Rp 68,7 Triliun Akibat Penghindaran Pajak. Available:  
https://money.kompas.com/read/2020/11/23/183000126/ridiperkirakan-rugi-rp-68-7-triliun-
akibat-penghindaran-pajak. (September 24, 2022) 

Suprianto, E. and Setiawan, D. (2020). Accrual earning management and future performance: Evidence from family 
firm in Indonesia. Jurnal Akuntansi dan Auditing Indonesia, 24(1) 

Tang, T.Y.H. (2020). A Review of Tax Avoidance in China. China Journal of Accounting Research, 13, 327–338. 
Taylor, G. and Richardson, G. (2012). International Corporate Tax Avoidance Practices: Evidence from Australian 

Firm. The International Journal of Accounting, 47, 469-496. 
Widodo, L.L., Diana, N. and Mawardi, M.C. (2020). Pengaruh Multinasionalitas, Good Coorporate Governance, Tax 

Haven, Dan Thin Capitalization Terhadap Praktik Penghindaran Pajak Pada Perusahaan Multinasional 
Yang Terdaftar Di Bei Periode Tahun 2016-2018. E-Jra, 9(6), 119–133. 

Wijaya, S. and Rahayu, F.D. (2021). Pengaruh Agresivitas Transfer Pricing, Penggunaan Negara Lindung Pajak, Dan 
Kepemilikan Institusional Terhadap Penghindaran Pajak. Jurnal Informasi Perpajakan Akuntansi dan 
Keuangan Publik, 16(2). 

 
 
 
 
 

 
Cite this article: 

 
Suryana Amni, Ruhul Fitrios & Alfiati Silfi (2023). The Influence of Thin Capitalization, 
Capital Intensity, and Earnings Management on Tax Avoidance with Tax Havens Country as 
Moderator. International Journal of Science and Business, 20(1), 109-122. doi: https://doi.org/ 
10.58970/IJSB.2059 
 
Retrieved from http://ijsab.com/wp-content/uploads/2059.pdf 

 

Published by 
 

  
 

https://money.kompas.com/read/2020/11/23/183000126/ridiperkirakan-rugi-rp-68-7-triliun-akibat-penghindaran-pajak
https://money.kompas.com/read/2020/11/23/183000126/ridiperkirakan-rugi-rp-68-7-triliun-akibat-penghindaran-pajak

