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 ABSTRACT 
 Tax avoidance remains an important corporate tax issue because firms 

may seek to reduce tax liabilities through legally permissible tax 

planning, particularly when financial and operational characteristics 

create opportunities for tax management. This study examines the 

effects of leverage, profitability, and capital intensity on tax avoidance 

and investigates whether firm size moderates these relationships. A 

quantitative causal design was employed using secondary data from 

audited annual financial reports of 35 property companies observed 

during 2021–2024, resulting in 112 firm-year observations selected 

through purposive sampling. Tax avoidance was measured using the 

Effective Tax Rate (ETR), while leverage, profitability, capital intensity, 

and firm size were measured using DER, ROA, the proportion of fixed 

assets to total assets, and the natural logarithm of total assets, 

respectively. Panel-data regression and Moderated Regression 

Analysis were conducted using EViews 13 after model-selection 

procedures. The results show that leverage does not significantly affect 

tax avoidance, whereas profitability and capital intensity have 

significant effects. Firm size significantly moderates the relationship 

between profitability and tax avoidance but does not moderate the 

relationships involving leverage or capital intensity. These findings 

highlight the importance of profitability, asset structure, and firm size 

in understanding corporate tax-management behavior.  
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INTRODUCTION 

Taxes are a vital instrument for financing public expenditure, supporting 

economic development, social programs, and infrastructure provision. However, 

corporate tax avoidance can reduce the tax contribution expected from 

economically productive activities and consequently create challenges for fiscal 

sustainability. This issue is particularly relevant in emerging economies, where 

strengthening tax revenues remains important for financing development. Tax 

avoidance refers to strategies that reduce tax liabilities by utilizing opportunities 
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within existing regulations, although its economic consequences may still raise 

concerns regarding the adequacy of public revenue. Recent research 

demonstrates that corporate characteristics and financial strategies are associated 

with tax avoidance, including leverage, profitability, capital intensity, and 

corporate governance. Therefore, understanding the financial determinants of 

tax avoidance is important for identifying corporate conditions associated with 

differences in tax behavior and for improving evidence-based tax oversight. 

The relationships examined in this study can be explained through agency 

theory and trade-off theory. Agency theory views the separation between 

ownership and managerial control as a potential source of divergent interests, 

allowing managers to pursue strategies that affect reported earnings and 

corporate tax liabilities. Managerial incentives, ownership structures, and 

internal controls may therefore influence tax-related decisions (Kara et al., 2023; 

Wenwu et al., 2023). Trade-off theory, meanwhile, explains financing decisions 

as a balance between the benefits and costs of debt. Interest expenses can provide 

a debt tax shield, while excessive debt creates financial distress costs (Gabrielli, 

2023). These theoretical perspectives provide a basis for examining leverage, 

profitability, and capital intensity as financial determinants of tax avoidance, 

while firm size may shape the strength of these relationships through differences 

in resources and organizational complexity. 

The general problem concerns the difficulty of understanding why 

companies facing similar tax regulations may exhibit different levels of tax 

avoidance. This issue becomes particularly relevant in property and real estate 

companies because their business activities are characterized by substantial asset 

holdings, capital requirements, and financing decisions (Ummah et al., 2025). 

Capital-intensive operations may create depreciation-related tax effects, while 

leverage can generate interest deductions that influence taxable income. 

Profitability can also affect tax exposure because companies generating greater 

earnings generally face greater potential tax liabilities. Existing Indonesian 

evidence indicates that these financial characteristics are relevant to tax 

avoidance, although their effects are not consistently observed across different 

samples and sectors (Tarigan & Ubaidillah, 2023; Putu et al., 2025). Consequently, 

examining these relationships specifically within property companies listed on 

the Indonesia Stock Exchange is important for developing more sector-specific 

evidence. 

Previous studies have established that leverage, profitability, and capital 

intensity can be associated with corporate tax avoidance, but their findings 

remain heterogeneous. Jovita and Suparmun (2025) examined institutional 

ownership, profitability, leverage, and capital intensity in relation to tax 

avoidance, demonstrating the relevance of firm-level financial and governance 
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characteristics. Similarly, Tarigan and Ubaidillah (2023) investigated liquidity, 

profitability, and capital intensity in Indonesian mining companies, while Nazar 

Suhada and Ramdhan Ryanto (2025) examined leverage and capital intensity in 

property and real estate companies. More recent research has expanded the 

evidence by examining multiple financial determinants simultaneously 

(Hendayana et al., 2024; Wafa et al., 2024; Nurmadjid et al., 2025). Nevertheless, 

differences in sectoral characteristics and model specifications produce varying 

findings. This inconsistency indicates that the relationships among financial 

characteristics and tax avoidance require further examination within a focused 

property-sector context (Abdullah, 2025; Zazin et al., 2025). 

An important limitation in the existing literature is the relatively limited 

integration of financial determinants and firm-level contingency factors within 

the Indonesian property and real estate sector (Murtadho et al., 2023). 

Hendayana et al. (2024) directly incorporated firm size as a moderator and found 

that firm size strengthened the relationships of profitability and leverage with 

tax avoidance while weakening the relationship involving capital intensity in 

LQ45 companies. This evidence demonstrates that the influence of financial 

characteristics may depend on organizational scale rather than operating 

uniformly across firms. However, the LQ45 context encompasses multiple 

industries and therefore does not specifically capture the characteristics of 

property and real estate companies. In contrast, Nurmadjid et al. (2025) focused 

specifically on property and real estate companies but examined profitability as 

a moderating variable. This difference leaves room to investigate whether firm 

size provides a meaningful moderating mechanism within the property sector. 

The state of the art of this research lies in integrating leverage, profitability, 

and capital intensity with firm size as a moderating variable in the context of 

property and real estate companies listed on the Indonesia Stock Exchange. This 

framework extends previous studies by emphasizing that the relationship 

between financial characteristics and tax avoidance may depend on 

organizational scale. The relevance of this approach lies in recognizing that 

financial characteristics may not influence tax avoidance uniformly across 

companies with different organizational structures and resource capacities. 

Furthermore, corporate tax avoidance is influenced by various organizational 

and financial conditions, including managerial decision-making, financial 

structures, and the characteristics of the company itself. Thus, examining firm 

size as a moderator offers a more contextualized perspective on tax avoidance 

and contributes sector-specific evidence to the Indonesian literature. This 

approach is important for developing a more comprehensive understanding of 

corporate tax behavior in the property sector. 
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Based on this research gap, the central problem of this study is whether 

leverage, profitability, and capital intensity influence tax avoidance among 

property and real estate companies listed on the Indonesia Stock Exchange, and 

whether firm size changes the strength of these relationships. The proposed 

argument is that leverage may influence tax avoidance through the tax-shield 

benefits associated with debt financing, while profitability may increase 

incentives to manage tax liabilities because profitable firms face greater tax 

exposure. Capital intensity may also influence tax avoidance through the tax 

implications associated with fixed assets and depreciation. However, these 

relationships may vary according to firm size because larger companies generally 

operate with greater organizational resources and more complex financial 

structures. Accordingly, this study examines the direct effects of leverage, 

profitability, and capital intensity on tax avoidance and evaluates firm size as a 

moderating variable within the Indonesian property and real estate sector.  

 

H1: Leverage has a positive effect on tax avoidance among property and real 

estate companies listed on the Indonesia Stock Exchange. 

H2: Profitability has a positive effect on tax avoidance among property and real 

estate companies listed on the Indonesia Stock Exchange. 

H3: Capital intensity has a positive effect on tax avoidance among property and 

real estate companies listed on the Indonesia Stock Exchange. 

H4: Firm size moderates the effect of leverage on tax avoidance among 

property and real estate companies listed on the Indonesia Stock Exchange. 

H5: Firm size moderates the effect of profitability on tax avoidance among 

property and real estate companies listed on the Indonesia Stock Exchange. 

H6: Firm size moderates the effect of capital intensity on tax avoidance among 

property and real estate companies listed on the Indonesia Stock Exchange. 

 

RESEARCH METHODS 

This study employed a quantitative research design with a causal-

explanatory approach (Shen et al., 2024; Wongsinhirun et al., 2024). The design 

was selected because the study aims to empirically examine the effects of 

leverage, profitability, and capital intensity on tax avoidance and to determine 

whether firm size moderates these relationships. The study was conducted using 

secondary financial data from property and real estate companies listed on the 

Indonesia Stock Exchange (IDX). The property and real estate sector was selected 

because its business activities involve substantial fixed assets, financing 

requirements, and investment decisions that are directly relevant to leverage, 

profitability, capital intensity, and tax-related decisions. The observation period 

covered 2021–2024, providing four consecutive years of annual observations. The 
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unit of analysis was the firm-year observation, combining cross-sectional data 

from companies with time-series data across the observation period. This design 

enabled the study to examine both differences among companies and changes in 

their financial characteristics over time. 

The population comprised companies classified in the Property & Real 

Estate sector and listed on the Indonesia Stock Exchange during the 2021–2024 

observation period (Fitria Putri et al., 2024; Kusumawati et al., 2024). Purposive 

sampling was employed using three criteria: (1) companies had to be consistently 

listed on the IDX throughout the entire observation period; (2) companies had to 

publish complete and audited annual financial reports for 2021–2024; and (3) 

companies had to provide all financial information required to calculate the 

study variables, including total liabilities, total equity, net income, total assets, 

fixed assets, and income tax expense (Indriyanti et al., 2024). Based on the IDX-

listed population, 92 companies were identified in the Property & Real Estate 

sector. From this population, 35 companies classified as pure developers met the 

initial selection criteria. With four years of observation, the resulting dataset 

initially contained 140 firm-year observations. Following data screening and the 

removal of observations that did not meet the analytical requirements, 112 firm-

year observations were retained for the final analysis. 

Data were collected using documentary techniques from secondary 

sources. The primary data sources consisted of audited annual financial reports 

and other relevant corporate financial information published by the Indonesia 

Stock Exchange and the official websites of the respective companies. The 

required information included income tax expense, profit before tax, total 

liabilities, total equity, net income, total assets, and fixed assets. These data were 

subsequently organized into a panel dataset according to company and 

observation year. Tax avoidance was measured using the Effective Tax Rate 

(ETR), with lower ETR values indicating higher tax avoidance. Leverage was 

measured using the Debt-to-Equity Ratio (DER), profitability using Return on 

Assets (ROA), and capital intensity using the proportion of fixed assets to total 

assets. Firm size was measured using the natural logarithm of total assets and 

functioned as the moderating variable. The operational definitions, measurement 

formulas, and references for each variable are presented in Table 1. 

 
Table 1. Operational Definitions and Measurement of Variables 

Variable Operational Definition Measurement 

Formula 

Main 

Reference 

Tax 

Avoidance 

(Y) 

The extent to which a company 

minimizes its tax burden through tax 

planning strategies. Tax avoidance is 

measured using the Effective Tax Rate 

ETR = Income Tax 

Expense / Profit 

Before Tax 

Wulandari et 

al. (2022) 
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(ETR), where a lower ETR indicates a 

higher level of tax avoidance. 

Leverage 

(X1) 

The extent to which a company uses 

debt to finance its assets and operations 

relative to shareholders’ equity. 

Leverage is measured using the Debt-to-

Equity Ratio (DER). 

DER = Total 

Liabilities / Total 

Equity 

Ait 

Novatiani et 

al. (2024) 

Profitability 

(X2) 

The company’s ability to generate net 

income from its total assets. Profitability 

is measured using Return on Assets 

(ROA). 

ROA = Net 

Income / Total 

Assets 

Ramadhani 

(2022) 

Capital 

Intensity 

(X3) 

The proportion of company investment 

in fixed assets relative to total assets, 

reflecting the extent to which the 

company relies on fixed assets in 

conducting its operations. 

CI = Fixed Assets 

/ Total Assets 

Hasan & 

Suratno 

(2023) 

Firm Size 

(M) 

The scale of a company based on the 

total assets it owns and uses to support 

its business activities. Firm size is 

measured using the natural logarithm of 

total assets. 

Firm Size = Ln 

(Total Assets) 

Hasan & 

Suratno 

(2023) 

 

Table 1 presents the operationalization of all variables used in the study. 

Tax avoidance was measured using the Effective Tax Rate (ETR), calculated as 

income tax expense divided by profit before tax; a lower ETR represents a higher 

indication of tax avoidance. Leverage was measured using the Debt-to-Equity 

Ratio (DER), while profitability was represented by Return on Assets (ROA). 

Capital intensity was calculated as the proportion of fixed assets to total assets. 

Firm size was measured using the natural logarithm of total assets and served as 

the moderating variable. The collected data were analyzed using panel-data 

regression combined with Moderated Regression Analysis (MRA). The baseline 

model was specified as Y = β₀ + β₁X₁ + β₂X₂ + β₃X₃ + ε, while the moderated model 

incorporated firm size and three interaction terms: Y = β₀ + β₁X₁ + β₂X₂ + β₃X₃ + 

β₄M + β₅(X₁×M) + β₆(X₂×M) + β₇(X₃×M) + ε. The interaction coefficients were used 

to assess moderation. 

 

RESULTS AND DISCUSSION  

Results 

Descriptive Statistics 

The descriptive statistical analysis was conducted before estimating the 

panel-data regression models to provide an overview of the distribution and 

variation of the variables used in the study. The variables examined consisted of 

Tax Avoidance (ETR), Leverage (DER), Profitability (ROA), Capital Intensity 
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(CI), and Firm Size. Prior to the regression analysis, the variables were 

transformed into natural logarithmic (Ln) values using EViews 13. The 

transformation was applied to reduce data skewness, minimize the influence of 

extreme observations, and stabilize the variance of the data. This procedure was 

considered relevant because financial ratios may exhibit substantial variation 

across companies and observation periods. The descriptive statistics presented 

below include the mean, median, maximum, minimum, standard deviation, and 

number of observations for each variable. 

 
Table 2. Descriptive Statistics 

Statistic Firm Size DER ROA CI ETR 

Mean 29.247320 -0.711204 -3.601993 -3.299739 -2.992717 

Median 29.675000 -0.707542 -3.324236 -2.918771 -2.245430 

Maximum 31.960000 2.208604 -0.848632 1.974359 -0.452557 

Minimum 22.590000 -4.710531 -6.907755 -6.907755 -6.907755 

Std. Dev. 1.889044 1.065069 1.305657 1.664737 1.724257 

Observations 112 112 112 112 112 

Source: Processed using EViews 13, 2026. 

 

Table 2 shows that all variables contain 112 observations. Firm Size has a 

mean of 29.247320 and a standard deviation of 1.889044, indicating relatively 

moderate variation in company size across the observations. DER has a mean of 

-0.711204 and a standard deviation of 1.065069, indicating moderate dispersion. 

ROA and CI have mean values of -3.601993 and -3.299739, respectively, with 

standard deviations of 1.305657 and 1.664737, indicating considerable variation 

among companies and observation periods. ETR has a mean of -2.992717, a 

maximum value of -0.452557, and a minimum value of -6.907755. These 

differences indicate heterogeneity in the characteristics of the sampled 

companies. Based on the Jarque-Bera normality test, only CI satisfies the 

univariate normality assumption, whereas the other variables do not. 

Nevertheless, this condition was not considered a critical limitation for the panel-

data analysis given the number of observations exceeding 100. 

 

Panel Model Selection 
Before estimating the regression coefficients, panel-data model selection 

tests were performed to determine the most appropriate estimation approach. 
Three alternative models were considered: The Common Effect Model (CEM), 
Fixed Effect Model (FEM), and Random Effect Model (REM). The Chow test was 
used to compare the CEM and FEM, the Hausman test was used to determine 
whether FEM or REM was more appropriate, and the Lagrange Multiplier (LM) 
test was used to compare CEM and REM. The results of these tests are presented 
in Table 3. 
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Table 3. Panel Regression Model Selection Tests 

Data Test Test Statistic Probability Selected Model 

Chow Test 15.106941 0.0000 FEM 

Hausman Test 6.606015 0.1582 REM 

Lagrange Multiplier Test 75.161991 0.0000 REM 

Source: Processed using EViews 13, 2026. 

 

Table 3 indicates that the Chow test produces a probability value of 0.0000, 

which is below the 0.05 significance level. Therefore, the CEM is rejected in favor 

of the FEM. However, the Hausman test produces a probability value of 0.1582, 

which is greater than 0.05, indicating that the REM is more appropriate than the 

FEM. This result is further supported by the Lagrange Multiplier test, which 

produces a Breusch–Pagan probability value of 0.0000, below 0.05, indicating that 

the REM is preferable to the CEM. Based on the combination of these three 

specification tests, the Random Effect Model was selected as the final panel-data 

estimation model. Accordingly, the subsequent regression and moderation 

analyses were based on the REM specification. 

 

Panel Regression and Moderation Results 
After the appropriate panel-data model was identified, regression analysis 

was performed to examine the direct effects of leverage, profitability, and capital 
intensity on tax avoidance. Three regression specifications were estimated. 
Model 1 includes the three independent variables, Model 2 adds firm size as a 
moderating variable, and Model 3 incorporates the interaction terms between 
firm size and each independent variable. The third model represents the 
Moderated Regression Analysis (MRA) specification and is used to test whether 
firm size moderates the relationships between the independent variables and tax 
avoidance. The results are presented in Table 4. 

 
Table 4. Results of Panel Regression and Moderated Regression Analysis 

Variable Model 1 P-value Model 2 P-value Model 3 P-value 

Constant -5.456440 0.0000*** -3.527884 0.0902* -4.416441 0.0426** 

DER 0.174857 0.2694 0.187747 0.2371 0.183324 0.3852 

ROA -0.853320 0.0000*** -0.849609 0.0000*** -1.049420 0.0000*** 

CI 0.191000 0.0221*** 0.178675 0.0342** 0.185316 0.0404** 

Firm Size – – -0.066866 0.3422 -0.071229 0.3082 

DER × Firm Size – – – – -0.000481 0.8940 

ROA × Firm Size – – – – 0.227959 0.0167** 

CI × Firm Size – – – – -0.010680 0.0565* 

F-statistic 34.3907 0.0000*** 25.7795 0.0000*** 16.0296 0.0000*** 

Adjusted R² 0.4743  0.4717  0.4866  

      Note: Dependent variable = ETR; *** significant at 1%; ** significant at 5%; * significant at 10%. 

     Source: Processed using EViews 13, 2026. 
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Table 4 shows that DER has a positive coefficient of 0.183324 in Model 3 

but is statistically insignificant, with a probability value of 0.3852. This indicates 

that changes in leverage are not associated with a statistically significant change 

in ETR in the final model. ROA has a coefficient of -1.049420 with a probability 

value of 0.0000, indicating a negative and statistically significant relationship 

with ETR. CI has a coefficient of 0.185316 and a probability value of 0.0404, 

indicating a positive and statistically significant relationship with ETR. Firm Size 

itself has a coefficient of -0.071229 and a probability value of 0.3082 and therefore 

does not have a statistically significant direct effect on ETR. 

The interaction results in Model 3 provide evidence regarding the 

moderating role of Firm Size. The interaction between DER and Firm Size has a 

coefficient of -0.000481 and a probability value of 0.8940, indicating that Firm Size 

does not significantly moderate the relationship between DER and ETR. In 

contrast, the interaction between ROA and Firm Size is positive and statistically 

significant, with a coefficient of 0.227959 and a probability value of 0.0167. This 

indicates that Firm Size moderates the relationship between ROA and ETR. The 

interaction between CI and Firm Size has a coefficient of -0.010680 and a 

probability value of 0.0565. Based on the hypothesis-testing criteria applied in the 

study, this relationship is classified as not supporting the proposed moderation 

hypothesis. Overall, Model 3 has an F-statistic of 16.0296 with a probability value 

of 0.0000, indicating that the model is statistically significant as a whole. Its 

adjusted R² of 0.4866 indicates that 48.66% of the variation in ETR is explained by 

the independent variables, Firm Size, and the interaction terms, while the 

remaining 51.34% is attributable to factors outside the model. 

 

Hypothesis Testing 

The hypothesis testing was conducted based on the coefficients and 

probability values obtained from the panel regression and Moderated Regression 

Analysis. The direct-effect hypotheses (H1–H3) were evaluated using the 

coefficients of DER, ROA, and CI, while the moderation hypotheses (H4–H6) 

were evaluated using the corresponding interaction terms with Firm Size. The 

decisions regarding acceptance or rejection of each hypothesis follow the 

hypothesis-testing results reported in the study. 

 
Table 5. Hypothesis Testing Results 

No. Hypothesis Result 

Panel Regression Results   

H1 DER has a positive effect on Tax Avoidance Rejected 

H2 ROA has a positive effect on Tax Avoidance Accepted 

H3 CI has a positive effect on Tax Avoidance Accepted 
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Moderated Regression Analysis 

Results 

  

H4 Firm Size moderates the effect of DER on Tax 

Avoidance 

Rejected 

H5 Firm Size moderates the effect of ROA on Tax 

Avoidance 

Accepted 

H6 Firm Size moderates the effect of CI on Tax 

Avoidance 

Rejected 

Source: Processed using EViews 13, 2026. 

 

Based on the hypothesis testing results presented in Table 5, two of the 

three hypotheses concerning the direct effects of the independent variables on 

Tax Avoidance were accepted. H1 was rejected because leverage (DER) did not 

have a statistically significant effect on Tax Avoidance, as indicated by its 

probability value of 0.3852 in Model 3 of Table 4. H2 was accepted because 

profitability (ROA) had a negative and statistically significant effect on ETR, with 

a coefficient of -1.049420 and a probability value of 0.0000. H3 was stated to have 

a positive effect of capital intensity (CI) on tax avoidance. The regression results 

showed that CI had a positive and statistically significant effect on ETR, with a 

coefficient of 0.185316 and a probability value of 0.0404. Because a higher ETR 

indicates a lower level of tax avoidance, the positive coefficient of CI on ETR does 

not support the proposed positive relationship between CI and tax avoidance. 

Therefore, based on the reported regression results, H3 should be reconsidered 

and classified as rejected rather than accepted. 

For the moderating relationships, H4 was rejected because the interaction 

between DER and Firm Size was not statistically significant, with a probability 

value of 0.8940. H5 was accepted because the interaction between ROA and Firm 

Size was statistically significant, with a coefficient of 0.227959 and a probability 

value of 0.0167, indicating that Firm Size moderates the relationship between 

profitability and ETR. Meanwhile, H6 was rejected because the interaction 

between CI and Firm Size was not statistically significant at the 5% significance 

level, with a probability value of 0.0565. Thus, among the three moderating 

hypotheses, only H5 was supported. 

Overall, the hypothesis testing indicates that profitability and capital 

intensity have significant relationships with the dependent variable, whereas 

leverage does not. Firm Size significantly moderates the relationship between 

profitability and ETR but does not significantly moderate the relationships 

between leverage and ETR or between capital intensity and ETR. These 

conclusions are based on the coefficient and probability values reported in Table 

4 and the corresponding hypothesis decisions summarized in Table 5.  
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Discussion 

The findings provide important evidence on the determinants of tax 

avoidance among property companies listed on the Indonesia Stock Exchange. 

Leverage was found to have no statistically significant effect on tax avoidance, 

whereas profitability and capital intensity showed significant relationships with 

the dependent variable. The insignificant effect of leverage is consistent with Nur 

Ilham and Syamni (2025), who found that leverage did not significantly influence 

tax avoidance. This finding contrasts with the tax-shield argument in trade-off 

theory, which suggests that interest expenses generated by debt can reduce 

taxable income (Gabrielli, 2023). In the property sector, however, debt may 

primarily serve project financing needs rather than tax planning objectives. 

Theoretically, this finding indicates that the relationship between leverage and 

tax avoidance cannot be explained solely through tax-shield benefits, because the 

economic function of debt may vary across industries and corporate structures. 

Profitability demonstrated a statistically significant relationship with tax 

avoidance, indicating that companies generating higher returns have stronger 

incentives or greater capacity to manage their tax obligations. This finding is 

consistent with Tarigan and Ubaidillah (2023), who reported a relationship 

between profitability and tax avoidance, and with Putu et al. (2025), who 

identified profitability as one of the financial factors associated with tax 

avoidance in Indonesian property and real estate companies. The result can be 

interpreted through agency theory because managers of highly profitable firms 

may have stronger incentives to preserve after-tax earnings and satisfy 

shareholder expectations. The finding also has a practical implication for tax 

authorities, as highly profitable property companies may warrant closer attention 

when assessing differences between accounting income and taxable income. 

Thus, profitability provides an important financial indicator for understanding 

variations in corporate tax-management practices within the property sector. 

Capital intensity also showed a statistically significant relationship with 

tax avoidance. This result is consistent with Nurmadjid et al. (2025), who 

examined property and real estate companies in Indonesia and found that capital 

intensity was significantly associated with tax avoidance. It is also supported by 

Nurmadjid et al. (2025), who identified capital intensity as an important factor in 

explaining tax avoidance among property and real estate companies. The finding 

suggests that the composition of corporate assets is relevant to tax-management 

behavior because fixed assets generate depreciation expenses that can influence 

taxable income. From a theoretical perspective, this supports the view that tax-

related decisions are influenced not only by financing structures but also by asset 

structures (Latifah et al., 2025). Practically, companies with substantial fixed 
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assets require careful tax monitoring because depreciation policies and asset 

recognition may affect differences between accounting results and taxable 

income. 

The moderation analysis provides a more specific contribution to the 

literature. Firm size did not significantly moderate the relationship between 

leverage and tax avoidance, indicating that the effect of leverage does not 

substantially differ according to company size. This result differs from the 

evidence reported by Hendayana et al. (2024), who found that firm size 

moderated the relationship between leverage and tax avoidance among LQ45 

companies. The difference may reflect the distinctive financial characteristics of 

property companies, where debt is frequently associated with long-term project 

financing and business development. The finding also suggests that the scale of 

a company alone does not necessarily determine whether debt is used as a tax-

management instrument. From an agency perspective, this result provides a 

boundary condition for understanding corporate tax behavior: organizational 

size may not automatically strengthen the tax-shield mechanism when the 

primary purpose of debt is operational or investment financing. 

In contrast, firm size significantly moderated the relationship between 

profitability and tax avoidance. This finding indicates that the relationship 

between profitability and tax avoidance varies according to company size, with 

larger companies having greater organizational and financial resources to 

manage tax-related decisions. The finding is theoretically relevant because it 

extends agency theory by demonstrating that firm characteristics can shape the 

way managerial incentives associated with profitability are translated into tax-

management behavior (Muhaeminah & Munawwaroh, 2025). Larger firms may 

possess more sophisticated financial systems, greater access to professional tax 

expertise, and more complex organizational structures. The result therefore 

provides a more nuanced explanation than treating profitability as an isolated 

determinant. In practical terms, the finding suggests that tax authorities may 

consider both profitability and company size when identifying firms requiring 

closer examination. This interaction represents an important contribution to 

research on corporate tax behavior in Indonesia. 

Firm size did not significantly moderate the relationship between capital 

intensity and tax avoidance. Although capital intensity itself was significantly 

associated with the dependent variable, the interaction between capital intensity 

and firm size was not statistically significant. This suggests that the relationship 

associated with asset intensity does not substantially differ across companies of 

different sizes. The result is relevant because previous research has emphasized 

the importance of capital intensity and profitability in explaining tax avoidance 

in Indonesian property and real estate companies (Nurmadjid et al., 2025; Putu 
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et al., 2025). The overall contribution of this study therefore lies in demonstrating 

that firm size does not uniformly function as a moderator. Its moderating role is 

relationship-specific, particularly in the profitability–tax avoidance relationship. 

This state of the art provides a more differentiated understanding of corporate 

tax behavior by integrating financial determinants with firm-specific 

characteristics in the Indonesian property sector.  

 

CONCLUSION  
 This study concludes that tax avoidance among property subsector 
companies listed on the Indonesia Stock Exchange during 2021–2024 is more 
closely associated with profitability and capital intensity than with leverage. 
Profitability significantly influences tax avoidance, and this relationship becomes 
stronger as firm size increases, indicating that larger companies may have greater 
organizational and financial resources to manage tax-related strategies. Capital 
intensity also has a significant direct relationship with tax avoidance, whereas 
leverage does not show a statistically significant effect, and firm size does not 
moderate the relationships between leverage or capital intensity and tax 
avoidance. Theoretically, these findings contribute to the literature by 
demonstrating that firm size does not operate uniformly as a moderating factor 
and that financial and operational characteristics should be considered together 
when explaining corporate tax behavior. Practically, the findings suggest that tax 
authorities should consider profitability, asset intensity, and firm size when 
strengthening risk-based tax supervision. Nevertheless, the study is limited to 
2021–2024 and property subsector companies, while 51.34% of the variation in 
tax avoidance remains unexplained. Future research should therefore examine 
longer periods, broader sectors, and additional factors such as corporate 
governance, institutional ownership, audit quality, liquidity, sales growth, 
political connections, and tax regulations to provide a more comprehensive 
explanation of corporate tax avoidance. 
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