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ABSTRACT KEYWORDS

This research aims to examine how firm size, capital intensity, and Tax aggressiveness, Firm size
Corporate Social Responsibility (CSR) influence tax aggressiveness, size, Capital intensity, CSR,
particularly focusing on the moderating effect of the audit Audit committee.
committee. Employing a quantitative analysis with secondary data

from industrial companies listed on the Indonesia Stock Exchange

(IDX) between 2021-2023, this study utilized multiple regression

and Moderated Regression Analysis (MRA). Findings indicate that

capital intensity negatively and significantly impacts tax

aggressiveness, suggesting firms with substantial fixed asset

investments tend to exhibit lower tax avoidance due to depreciation

benefits. Conversely, the study did not find significant influences of

firm size and CSR on tax aggressiveness. Importantly, the audit

committee significantly moderates the relationship between capital

intensity and tax  aggressiveness,  strengthening  corporate

compliance. However, the audit committee does not significantly

moderate the relationship between firm size or CSR and tax

aggressiveness. This highlights the need for additional governance

mechanisms. This study contributes to the theoretical understanding

of the role of corporate governance in shaping corporate tax

strategies. Practically, it provides insights for regulators and

stakeholders to strengthen oversight mechanisms, thereby promoting

greater transparency and compliance in tax practices.
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INTRODUCTION

Taxation is a vital part of national economic development and the main means of funding
important public services. In Indonesia, the corporate taxes are a key revenue source for the
governments. But corporations often view taxation as a cost that reduces profitability. The
consequence is that companies use a variety of strategies from normal tax planning to more
aggressive tax avoidance (Prasetyo & Wulandari, 2021). CETR (Cash Effective Tax Rate), which
is @ common measure of tax aggressiveness, has a significant variance on industrial companies
listed on IDX (Indonesia Stock Exchange).

Prior studies have shown a number of factors influencing the aggressiveness of corporate taxes,
among which are firm size, capital intensity and corporate social responsibility (CSR).
Generally, larger firms have more capital and sophisticated tax planning abilities at their
disposal, allowing them to utilize tax strategies more effectively. Companies with capital
intensiveness tend to utilize asset depreciation to lower taxable income and thus minimize
taxable amounts. While CSR initiatives may reduce tax aggressiveness by improving corporate
reputation, it can also serve as a tool to hide aggressive tax strategies.

Mechanisms of corporate governance notably audit committees are crucial in monitoring
corporate practices relating to tax. While audit committees are tasked with overseeing the
accuracy of financial reporting and compliance with regulations, empirical research has
produced inconsistent evidence of their effectiveness in moderating tax aggressiveness (Cahyono
& Saraswati, 2022). With this, this research intends to explore the moderating role of the audit
committee in the relationship between company characteristics and tax aggressiveness, which
can provide empirical information for industrial companies in Indonesia.

Here is an academic and paraphrased English version of the research problem formulation you provided:

This study aims to address the following research questions:

1. To what extent does firm size influence tax aggressiveness among industrial sector companies
listed on the Indonesia Stock Exchange during the 2021-2023 period?

2. How does capital intensity affect tax aggressiveness in industrial sector firms listed on the
Indonesia Stock Exchange for the 2021-2023 period?

3. What impact does corporate social responsibility have on tax aggressiveness within industrial
sector companies listed on the Indonesia Stock Exchange during the 2021-2023 timeframe?

4. Does the presence of an audit committee strengthen or weaken the relationship between firm size
and tax aggressiveness in industrial sector companies listed on the Indonesia Stock Exchange from
2021 to 2023 period?

5. In what way does the audit committee moderate the association between capital intensity and tax
aggressiveness among industrial sector firms listed on the Indonesia Stock Exchange for the 2021-
2023 period?

6. How does the audit committee influence the relationship between corporate social responsibility
and tax aggressiveness in industrial sector companies listed on the Indonesia Stock Exchange
during the 2021-2023 period?

LITERATURE REVIEW AND HYPOTHESIS

Agency theory posits that managers may seek to minimize tax liabilities to maximize profits,
potentially leading to conflicts of interest with shareholders. Existing literature offers mixed
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perspectives on the determinants of tax aggressiveness. Hanlon and Heitzman (2010) suggest
that firm size significantly impacts tax planning strategies, while Margaretha et al. (2021)
present inconsistent findings regarding this relationship. Capital intensity is generally associated
with reduced tax aggressiveness, as firms benefit from tax depreciation advantages tied to
substantial fixed assets (Yahya et al., 2022). The role of corporate social responsibility (CSR)
in tax behavior remains contested, with studies indicating that CSR can either deter tax
avoidance by enhancing corporate reputation or serve as a shield against reputational risks
(Pinareswati & Mildawati, 2020).

Audit committees are instrumental in promoting corporate transparency and ensuring regulatory
compliance, thereby mitigating aggressive tax practices (Marsina et al., 2024). Based on these
insights, the following hypotheses are proposed:

Hi: Firm size significantly influences tax aggressiveness. Prior research indicates that larger
firms possess greater resources and access to sophisticated tax planning mechanisms, which
may increase their propensity for tax aggressiveness (Hanlon & Heitzman, 2010).

H2: Capital intensity negatively affects tax aggressiveness. Studies suggest that firms with high
capital intensity benefit from tax depreciation on fixed assets, leading to greater tax
compliance (Margaretha et al., 2021).

Hs: CSR negatively impacts tax aggressiveness. Firms with strong CSR commitments are likely
to avoid aggressive tax strategies to maintain their reputation and social legitimacy (Pinareswati
& Mildawati, 2020).

H4: The audit committee moderates the relationship between firm size and tax aggressiveness.
An effective audit committee is expected to reduce the influence of firm size on tax
aggressiveness by enhancing transparency and oversight (Marsina et al., 2024).

Hs: The audit committee moderates the effect of capital intensity on tax aggressiveness. A
well-functioning audit committee ensures that firms with significant assets do not exploit
depreciation benefits for aggressive tax avoidance (Yuliani & Prastiwi, 2021).

He: The audit committee moderates the relationship between CSR and tax aggressiveness. A
robust audit committee reinforces the role of CSR in reducing tax aggressiveness by ensuring
adherence to regulatory and ethical standards (Cahyono & Saraswati, 2022).

RESEARCH METHODOLOGY

This research aims to examine the effect of company size, capital intensity, and corporate
social responsibility on tax aggressiveness, with the audit committee as a moderating variable.
The research design used is quantitative with a multiple linear regression approach moderated
by the audit committee. This research was conducted by collecting secondary data from the
financial statements and sustainability reports of companies in the industrial sector listed on
the Indonesia Stock Exchange (IDX) for the period 2021-2023. The data obtained were
analyzed using SPSS statistical software.

The population of this study consists of industrial sector companies listed on the Indonesia
Stock Exchange during the period 2021-2023. The sampling technique used is purposive
sampling, selecting companies based on specific criteria, namely companies that:

1. Are listed on the Indonesia Stock Exchange from 2021-2023.

2. Publish financial statements and sustainability reports.

3. Have experienced profits during the study period.
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Based on these criteria, the sample used consists of 118 companies over the period 2021-2023.
The data used in this research are secondary data obtained from the annual financial reports
and sustainability reports of the companies. These reports can be accessed through the official
website of the Indonesia Stock Exchange (www.idx.co.id). Data collection was carried out
through document study, collecting information related to company size, capital intensity,
corporate social responsibility, audit committees, and tax aggressiveness.

Data analysis was carried out using a quantitative method. The data analysis procedure includes
several stages as follows:

1. Descriptive Statistics

Descriptive statistics were used to describe the characteristics of the data used in the study.
Descriptive statistics include calculations of the mean, median, mode, and standard
deviation of each variable.

Classical Assumption Testing

Before performing regression analysis, classical assumption tests were conducted to ensure

that the data meet the necessary assumptions for multiple linear regression analysis. The

classical assumption tests conducted include:

a. Normality Test: Using the Kolmogorov-Smirnov test to check for normality. If the
significance value is greater than 0.05, the data is considered normally distributed.

b. Multicollinearity Test: Used to examine whether there is a strong correlation between
independent variables in the regression model. This test uses R-Square values and
partial correlations.

c. Heteroscedasticity Test: Used to check if there is varying variance in residuals. The
Glejser test is used to detect this symptom.

d. Autocorrelation Test: Used to check for correlation between residuals in time-series
data. The Run Test is used to detect this autocorrelation.

Multiple Linear Regression

Multiple linear regression is used to analyze the relationship between the dependent

variable and the independent variables. The multiple linear regression model used is as

follows:

CETR = o + BSIZE + B.Cl + 3 CSR + e

Where:

CETR = Tax Aggressiveness

SIZE = Company Size

Cl = Capital Intensity

CSR = Corporate Social Responsibility
o = Constant

P P2, Ps = Regression coefficients

e = Error term

Moderated Regression Analysis (MRA)

MRA is used to examine the role of the moderating variable in the relationship between
independent and dependent variables. The regression equation used is as follows:

CETR = a + BSIZE + BCl + B3CSR + fa4 (SIZE x KA) + B5(Cl x KA) + fs (CSR x
KA) + e

Where KA = Audit Committee.
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Hypothesis testing was conducted to examine whether the independent variables (company
size, capital intensity, and CSR) influence the dependent variable (tax aggressiveness) and
whether the audit committee moderates these relationships. The tests used include:

Simultaneous Test (F-test): Used to examine the simultaneous effect of independent
variables on the dependent variable.

Partial Test (t-test): Used to examine the effect of each independent variable on the
dependent variable.

Coefficient of Determination (R?): Used to determine how much the independent variables
can explain the dependent variable.

RESULTS AND DISCUSSION

This study aims to examine the impact of firm size, capital intensity, and corporate social
responsibility (CSR) on tax aggressiveness, with the audit committee serving as a moderating
variable. The research focuses on industrial sector companies listed on the Indonesia Stock
Exchange (IDX) during the period 2021-2023. A quantitative approach was employed,
utilizing multiple regression analysis and Moderated Regression Analysis (MRA) to assess the
relationships between the variables.

Descriptive statistical analysis was conducted to summarize the characteristics of the dataset
used in this study. The findings of the descriptive statistical analysis are presented in the
table below. This analysis provides an overview of the central tendencies, variability, and
distribution of the data, offering a foundation for further empirical investigation.

Table 1. Descriptive Statistical

Variable N Minimum Maximum Mean Std. Dev
Company Size 53 25.22 29.65 27.70 1.30
Capital Intensity 53 0.23 2.47 1.25 0.52
CSR 530.22 0.88 050 0.16
Audit Committee 53 0.50 1.50 0.86 0.20
Tax Aggressiveness 53 0.04 0.40 0.23 0.08

Source: Data Processing Results, 2025

Based on the table above, the research data consists of 53 samples of companies in the
industrial sector. The average tax aggressiveness value shows the tendency of companies to
minimize their tax burden with a CETR value ranging from 0.04 to 0.40. The variable size
of the company has a mean of 27.70, while the capital intensity has an average of 1.25,
which reflects the proportion of fixed assets in the company's total assets.

Classical assumption tests are performed before regression testing to ensure the regression
model meets statistical requirements. The results of the normality test showed that the residual
was normally distributed with a significance value of 0.200 > 0.05, so that the assumption of
normality was met. The multicollinearity test showed no high correlation between independent
variables, with all variance inflation factor (VIF) values below the threshold of 10. The
autocorrelation test showed that there were no autocorrelation problems in the model, with a
significance value of 0.213 > 0.05. The heteroscedasticity test showed that the model did not
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experience heteroscedasticity problems, which was indicated by the significance values of all
independent variables above 0.05.
Moderation regression analysis was conducted to evaluate the role of the audit committee in
strengthening or weakening the relationship between independent variables and tax
aggressiveness. The results of the moderation regression estimation are show in the following
table:

Table 2. Moderation Test Results

Variable Coefficient Sig.

Company Size -0.048 0.182
Capital Intensity -0.391 0.000
CSR 0.339 0.286
Audit Committee -0.041 0.287

Company Size x Audit Committee 0.041 0.287

Capital Intensity x Audit Committee 0.484 0.000

CSR x Audit Committee -0.179 0.609

Source: Data Processing Results, 2025

Based on the regression results, capital intensity has a negative and significant influence on
tax aggressiveness (p-value = 0.000). This shows that companies with greater investment in
fixed assets tend to have lower tax aggressiveness. Meanwhile, company size and CSR did
not have a significant effect on tax aggressiveness, contrary to some previous studies.
The audit committee significantly moderated the relationship between capital intensity and tax
aggressiveness (p-value = 0.000), which means that the existence of the audit committee
strengthened the influence of capital intensity on the reduction of tax aggressiveness. However,
the moderating role of the audit committee on firm size and CSR did not yield significant
results.
The findings of this study align with agency theory, which posits that management has
incentives to minimize tax burdens to maximize shareholder profits. However, high capital
intensity can mitigate tax aggressiveness due to the tax benefits associated with asset
depreciation. This result is consistent with the research of Margaretha et al. (2021), which
found that firms with a higher proportion of fixed assets tend to exhibit lower levels of tax
aggressiveness.
Conversely, the findings that firm size and CSR do not significantly influence tax
aggressiveness contradict prior studies. These results support the work of Yahya et al. (2022),
who found no direct relationship between firm size and tax aggressiveness. Other factors, such
as operational complexity and broader tax management strategies, may play a more significant
role in determining the tax behavior of larger firms.
In terms of moderation, the audit committee plays a critical role in reinforcing the negative
relationship between capital intensity and tax aggressiveness. This highlights that an effective
audit committee can enhance tax compliance and reduce excessive tax avoidance practices.
These findings are consistent with Marsina et al. (2024), who emphasized that robust corporate
governance, including rigorous oversight by audit committees, can help curb tax
aggressiveness.
However, the insignificant moderating effect of the audit committee on firm size and CSR
suggests that additional governance mechanisms may be necessary to strengthen oversight of
tax practices in larger firms and those with strong CSR commitments. Other factors, such as
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stricter regulatory frameworks or enhanced tax transparency, may be more relevant in this
context.

Overall, this study confirms that capital intensity contributes to reducing tax aggressiveness,
and the effectiveness of the audit committee in reinforcing this relationship underscores the
importance of financial oversight in corporate tax management. These findings have
implications for regulators and stakeholders, highlighting the need to enhance tax supervision
policies and strengthen corporate governance frameworks to mitigate excessive tax avoidance
practices.

CONCLUSION

This study concludes that capital intensity has a significant negative impact on tax
aggressiveness, with the audit committee effectively strengthening this relationship. However,
firm size and corporate social responsibility (CSR) were found to have no significant
influence on tax aggressiveness, indicating that other factors may play a more critical role in
shaping tax behavior. These findings underscore the importance of robust audit committees in
corporate governance, as they enhance transparency and oversight in tax management
practices. For future research, it is recommended to explore broader governance mechanisms,
extend the analysis to additional sectors, and conduct cross-country comparisons to gain a
more comprehensive understanding of the determinants of tax aggressiveness.

LIMITATIONS AND SUGGESTIONS

This study relied predominantly on secondary financial data, which restricts the ability to
capture managerial motivations and decision-making processes underlying tax strategies.
Additionally, the research was confined to companies within the industrial sector, potentially
limiting the generalizability of the findings to other industries. Future studies could adopt
mixed-method approaches, incorporating qualitative techniques such as interviews with key
stakeholders, to gain deeper insights into corporate tax behaviors. Expanding the scope to
include multiple sectors and examining additional governance factors, such as board
composition or ownership structure, could also provide a more comprehensive understanding
of the determinants of corporate tax strategies.
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