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ABSTRACT

This study aims to examine the effect of accounting conservatism and Capital Intensity Ratio on Tax Avoidance. Tax Avoidance is measured using Effective Tax Rate (ETR), CONAAC for accounting conservatism variable, and CIR for Capital Intensity Ratio. The research sample consist of 135 manufacturing companies in the primary consumer goods sector listed on the Indonesia Stock Exchange (IDX) during the 2020 -2024 period, selected through purposive sampling. The analytical method used is panel data regresion which was processed using Eviews 12. The results significant show that accounting conservatism and Capital Intensity Ratio simultaneously have a significant affect on Tax Avoidance. However partially, accounting conservatism does not have a significant effect on Tax Avoidance , while Capital Intensity Ratio has a positive sginificant effect on Tax Avoidance.

Keywords: Accounting conservatism, Capital Intensity Ratio, Tax Avoidance 
2

Introduction
Tax revenue is the main source of government revenue in Indonesia, accounting for more than 80% of total state revenue. According to the Taxation Law, "Tax is a mandatory contribution to the state owed by individuals or entities that is enforceable by law, without receiving direct compensation (consideration) and is used for state purposes for the greatest prosperity of the people. This mandatory contribution does not provide direct compensation and is used for state purposes. 
Tax realization data for the 2019–2024 period shows fluctuations in revenue performance, with some years failing to meet targets despite an overall growth trend. According to tax revenue figures cited by the Ministry of Finance, tax revenue for the year 2019 (base year) reached Rp1,332.1 trillion, which was 84.44% of the target of Rp1,577.56 trillion. Based on the percentage change in tax revenue realization, there was a decrease of 19.67% in 2020. 
One of the factors causing the tax realization in 2019 to not be achieved was the tax avoidance strategies implemented by some companies, influenced by political dynamics, as stated by the Executive Director of the Center for Indonesian Taxation Analysis (CITA), Yustinus Prastowo (Rully R. Ramli, 2020), during the first half of last year, the government was unable to take firm action against certain parties to avoid public unrest. This situation created loopholes for companies to engage in tax avoidance.
Tax avoidance defined as legally minimizing tax obligations without violating legal provisions remains a significant challenge, particularly in the primary consumer goods manufacturing sector. Notable cases, such as that of PT Bentoel Internasional Investama (a subsidiary of British American Tobacco), highlight the sophisticated use of intercompany loans and royalty payments to affiliated entities overseas, resulting in significant erosion of Indonesia's tax base. These practices underscore the urgency of understanding the determinants of tax avoidance in industries that make significant economic contributions (Prima, 2019). 
Previous studies have identified various factors influencing corporate tax avoidance, including accounting conservatism and capital intensity ratio (CIR). Accounting conservatism, characterized by timely recognition of costs and liabilities while deferring revenue recognition, can affect taxable income by accelerating cost recognition and reducing reported profits Delima & Linawati (2023) However, empirical findings remain inconsistent: some studies Ellyanti & Suwarti (2022) and Ariyani & Arif (2023) find a positive effect on tax avoidance, while others Jumailah (2020) report no significant impact.
The capital intensity ratio, which measures the proportion of fixed assets to total assets, is another critical factor. Companies with higher CIRs generally incur greater depreciation costs, which can reduce taxable income and thus encourage tax avoidance. Similar to accounting conservatism, previous findings are mixed: some studies Sinaga & Malau (2021) support a positive relationship, while others Akmal & Bandaro (2020) and Khatami et al. (2021) find no significant relationship.
Therefore, this study investigates the impact of accounting conservatism and capital intensity ratio on tax avoidance in primary consumer goods manufacturing companies listed on the Indonesia Stock Exchange during the 2020–2024 period. The uniqueness of this study lies in the combination of these two predictors in the context of a specific sector and a multi-year post-pandemic period, contributing theoretically to the tax avoidance literature and providing practical insights for corporate governance and fiscal policy.

Theoretical Background
Tax Avoidance refers to a legal strategy employed by taxpayers to minimize their tax liabilities without violating tax laws, often by exploiting loopholes or ambiguities in tax regulations (Savitri & Rahmawati 2017).  In the corporate context, tax avoidance reduces taxable income through permissible accounting treatments and tax planning. The main proxy used in this study is the Effective Tax Ratio (ETR) calculated from Sari et al. (2022), as follows: 
			ETR = Income Tax Expense 
			                 Pre-Tax Profit

Accounting Conservatism is an accounting principle that requires timely recognition of expenses and liabilities while deferring the recognition of revenues and assets until they are realized with certainty (Delima & Linawati, 2023).  This approach accelerates expense recognition and delays revenue recognition, potentially reducing taxable income and tax liabilities. Referring to the research conducted by Suhana & Kurnia (2021), accounting conservatism is measured using the formula:
		CONAAC = (NIO + DEP) – CFO   X -1

				   Total Asset
Capital Intensity Ratio (CIR) measures the proportion of fixed assets to total assets, indicating the extent to which a firm invests in capital-intensive resources (Pangestu & Pratomo, (2020). A high CIR typically results in greater depreciation expenses, which can reduce taxable profits and encourage tax avoidance strategies. Referring to the research conducted by Andreani & Ngadiman (2022), the Capital Intensity Ratio is measured using the formula:
			CIR = Total Fixed Asset
				 Total Asset
In this study using Agency Theory and Signaling Theory.  Agency Theory, as introduced by Jensen & Meckling (1976), describes the contractual relationship between the principal (shareholders) and the agent (management), where conflicts of interest may arise because each party seeks to maximize their own utility. In the context of corporate taxation, managers may implement tax avoidance strategies to reduce tax expenses, thereby increasing the company’s net income and, ultimately, shareholders’ wealth. However, such actions may also increase agency costs if stakeholders perceive aggressive tax practices as risky or damaging to the firm’s reputation. According to Ismanto & Zulfiara (2020) the agency theory is based on human nature assumptions, where individuals tend to prioritize self-interest and avoid risks. This self-interest leads managers to favor decisions benefiting themselves over shareholders. Agency theory explains how managers exploit information advantages for personal gain, including accounting decisions (Nuraini & Ernandi, 2022). In practice, agency theory helps explain managerial behaviors such as earnings management and tax avoidance, where managers use internal company information to reduce tax burdens or manipulate financial results to meet targets. Wulandari & Sugiyarti (2024) view tax avoidance as opportunistic behavior arising from weak supervision and misaligned goals between managers and owners.To reduce agency conflicts, companies implement control mechanisms like accounting conservatism, which recognizes losses earlier than gains, limiting managers’ ability to report overly aggressive financial results. However, Saputra & Kurniawati (2024) find that conservatism's effectiveness in curbing tax avoidance varies depending on sector and company characteristics, indicating control effectiveness is context-dependent. Additionally, asset structure reflects agency conflict potential. A high Capital Intensity Ratio indicates significant fixed assets that managers can exploit for tax policies, such as depreciation. Ditiolebit (2025) notes that fixed assets are commonly used to aggressively reduce taxable income, aligning with agency theory where managers leverage policy gaps to achieve personal or corporate objectives.
According to Jensen & Meckling (1976), signals are information about management’s actions in running the company. Signal theory explains why firms disclose financial reports to external parties to reduce information asymmetry where companies have more knowledge about themselves than investors or creditors. To increase company value, firms send reliable financial signals to reduce uncertainty about future prospects (Ismanto & Zulfiara, 2020). By applying accounting conservatism, companies signal prudence by recognizing losses earlier and deferring gains, enhancing financial report reliability and investor trust. Herlina & Budyastuti (2023) find that conservatism positively influences tax avoidance by signaling caution in financial reporting. Conversely, Sari et al. (2022) argue conservatism no longer significantly affects tax avoidance in manufacturing because it is now a standard practice, losing its signaling power.Similarly, the Capital Intensity Ratio serves as a strategic financial signal. Large fixed assets lead to high depreciation, reducing taxable income. Rudianti & Hermawan (2023) show a significant positive effect of capital intensity on tax avoidance in manufacturing firms, indicating asset structure communicates fiscal policy. However, Gagola et al. (2022) report no significant effect, as high fixed assets are common and no longer a distinguishing signal for detecting tax avoidance risk.
The Effect of Accounting Conservatism on Tax Avoidance. Accounting Conservatism is a principle emphasizing prudence in financial reporting, encouraging firms to delay recognition of assets and income while promptly recognizing potential losses and liabilities (Sjahputra, 2019). Although this may hinder precise reporting of true values, it limits managerial opportunism and promotes more realistic reporting (Ariyani & Arif, 2023). By strictly applying conservatism, companies may manage earnings to report lower profits, thus reducing tax burdens. Therefore, stronger accounting conservatism correlates with higher caution in financial statements and increased likelihood of tax avoidance (Windaryani & Jati, 2020). Studies by Nugraheni & Mustikawati (2021), Alvionita et al. (2021),  Ellyanti & Suwarti (2022), Windaryani & Jati (2020) support this influence, while Jumailah (2020) and Pangestu & Pratomo (2020) find no significant effect. Based on these theories and prior research, the hypothesis is formulated as:
H1: Accounting Conservatism affects Tax Avoidance.
	The Effect of Capital Intensity Ratio on Tax Avoidance. Capital Intensity Ratio (CIR) measures the proportion of fixed assets to total assets. Companies with higher fixed assets tend to have relatively lower tax burdens due to depreciation expenses reducing taxable income (Darsani & Sukartha, 2021). According to Sholihah (2023),  depreciation from fixed assets lowers pre-tax profits, enabling firms to use fixed assets as a tool to minimize tax payments. Thus, a higher CIR likely increases tax avoidance tendencies.Research by Dwiyanti & Jati (2019), Pangestu & Pratomo (2020), and Sinaga & Malau (2021) confirm CIR’s effect on tax avoidance, while Akmal & Bandaro (2020), Destania (2022), Khatami et al. (2021) report no effect. Accordingly, the hypothesis is:
H2: Capital Intensity Ratio affects Tax Avoidance.
	The Effect of Accounting Conservatism and Capital Intensity Ratio on Tax Avoidance. Accounting Conservatism mitigates information asymmetry by limiting managerial manipulation and fostering transparency, which reduces tax avoidance activities (Febriandini, 2023). Meanwhile, CIR indicates investment in fixed assets, often industrial machinery in manufacturing, which impacts tax liability through depreciation benefits (Akmal & Bandaro, 2020). Ariyani & Arif (2023) find that both Accounting Conservatism and CIR influence tax avoidance, whereas Destania (2022) finds no such effect. Based on these findings, the combined hypothesis is:
H3: Accounting Conservatism and Capital Intensity Ratio affect Tax Avoidance.

Method
The research method section includes: 1) Research method, 2) Population and sample, 3) Data collection techniques, 4) Data collection instruments, and 5) Data analysis methods. 
This study employs a quantitative approach with an associative method. According to sugiyono (2023), quantitative research often referred to as the traditional method has long been established and is grounded in the positivist philosophy. As a scientific method, it adheres to the principles of being concrete, objective, measurable, rational, and systematic, producing numerical data analyzed using statistical techniques. An associative study examines the relationship between two or more variables, particularly causal relationships.
The research was conducted on non cycle manufacturing companies listed on the Indonesia Stock Exchange (IDX) for the period 2020–2024. Data were obtained from the official IDX website (www.idx.co.id). Based on the time dimension, this study uses panel data covering a five-year period from 2020 to 2024.
The population of this study comprises consumer goods manufacturing companies listed on the Indonesia Stock Exchange (IDX) that published their financial statements from 2020 to 2024. This sector was chosen due to its relevance and importance in the economy, as it provides essential goods to society and significantly contributes to state revenue. The study examines whether these companies engage in tax avoidance practices by analyzing their financial statements using Accounting Conservatism and Capital Intensity Ratio variables.
The Sample of this study, According to sugiyono (2023), a sample is a subset of the population that accurately represents its characteristics. This study uses purposive sampling, a method in which samples are selected based on specific criteria to ensure representativeness. The criteria are as follows:

1. Consumer goods manufacturing companies listed on the IDX.
2. Companies that publish annual financial statements for the period 2020–2024.
3. Companies that are profitable and report in Indonesian Rupiah.
4. Companies that did not engage in mergers or acquisitions during the study period.
5. Companies with complete data for the variables examined within the specified period.
	
	This study employed the documentation method, gathering data from available sources. The data consisted of audited secondary data in the form of financial statements from consumer goods manufacturing companies listed on the Indonesia Stock Exchange (IDX). Annual reports for the period 2020–2024 were obtained through the official IDX website (www.idx.co.id) and the respective companies’ official websites. Additionally, relevant literature, including books, papers, and journals related to the research topic, was reviewed to support the theoretical foundation of the study.

Result
This section presents the results of the research and discusses the findings in relation to the established theoretical framework and previous studies. The analysis was conducted using panel data regression with Eviews 12 software. The final model selected was the Fixed Effect Model (FEM) based on the Chow and Hausman tests.
The Effect of Accounting Conservatism on Tax Avoidance
The partial test results show that the t-statistic for Accounting Conservatism is 0.238 with a probability value of 0.7780. Since the t-statistic is smaller than the t-table value (0.238 < 1.978) and the probability exceeds 0.05 (0.7780 > 0.05), Accounting Conservatism has no significant partial effect on Tax Avoidance, leading to the rejection of the first hypothesis (H1).
Accounting Conservatism can reduce conflicts between managers and owners by limiting managerial discretion in financial reporting, serving as a legal strategy to reduce tax burdens while maintaining transparency and compliance. It may act as a monitoring mechanism to limit opportunistic managerial behavior (Jensen & Meckling, 1976). However, the results indicate that this role is insufficient to significantly influence Tax Avoidance without effective oversight (Ismanto & Zulfiara, 2020).Externally, Accounting Conservatism can signal that the company conducts Tax Avoidance legally and prudently, supporting its reputation and stakeholder trust (Herlina & Budyastuti, 2023). Nonetheless, in the manufacturing sector, it has become a common practice, thus weakening its signaling value to investors and tax authorities (Dewi & Noviari, 2021). In conclusion, while Accounting Conservatism has potential as a control mechanism and positive signal, in this study it shows no significant partial effect on Tax Avoidance in the primary consumer goods manufacturing sector due to its diminished signaling strength.
Effect of Capital Intensity Ratio on Tax Avoidance
The partial test results show that the Capital Intensity Ratio (CIR) has a t-statistic of 4.140 with a significance value of 0.000. Since the t-statistic exceeds the t-table value (4.140 > 1.978) and the significance level is below 0.05 (0.0001 < 0.05), CIR has a positive and significant effect on Tax Avoidance, thus accepting the third hypothesis (H3).
A high CIR enables managers to legally engage in Tax Avoidance by utilizing depreciation expenses as tax deductions, though agency conflicts may arise if fixed assets are not managed efficiently and transparently. CIR reflects managerial policies in leveraging fixed asset structures for tax efficiency (Ditiolebit, 2025). A high CIR signals that Tax Avoidance is conducted legally through depreciation rather than profit manipulation, indicating transparency and long-term business strategy. This is supported by Rudianti & Hermawan (2023), who found that CIR signals the firm’s ability to use depreciation expenses for tax reduction, and Aryatama & Raharja (2021), who emphasized its role in explaining tax avoidance in manufacturing due to large fixed asset structures. In conclusion, CIR serves both as a managerial tool for fiscal efficiency (agency perspective) and as an external signal of a firm’s fixed asset structure (signaling perspective), significantly driving Tax Avoidance practices in the primary consumer goods manufacturing sector from 2020–2024.

The Simultanious Effect of Accounting Conservatism and Capital Intensity Ratio on Tax Avoidance
The simultaneous test (F-test) shows an F-statistic of 5.065526, exceeding the F-table value (3.06), with a significance level of 0.000000 < 0.05. This indicates that the regression model is valid, and Accounting Conservatism and Capital Intensity Ratio (CIR) jointly have a significant effect on Tax Avoidance, thus supporting the hypothesis (H3).
These findings suggest that conservative financial reporting policies and CIR together influence tax avoidance practices in Indonesian primary consumer goods manufacturing companies. From an agency theory perspective (Jensen & Meckling, 1976), managers may act opportunistically to reduce tax liabilities when monitoring is inadequate. High Accounting Conservatism accelerates expense recognition and delays revenue recognition, lowering reported earnings. Similarly, a high CIR reflects a large proportion of fixed assets, increasing depreciation expenses, which also reduce taxable income. This influence can also be explained through signaling theory, where the application of high conservatism and CIR signals to external parties that tax avoidance is conducted legally through legitimate accounting mechanisms. Such practices may indicate cautious financial reporting and efficient fiscal management (Herlina & Budyastuti, 2023 and Rudianti & Hermawan, 2023). (Hastuti et al., 2022; Wulandari & Sugiyarti, 2024) found similar results, showing that the combination of financial reporting characteristics and asset structure significantly affects tax avoidance. However, (Sari et al., 2022)argue that conservatism has become standard practice in manufacturing, losing its signaling value, though CIR remains a relevant indicator of tax avoidance.
In conclusion, while Accounting Conservatism may not have a significant partial effect, its combination with CIR plays an important role in influencing tax avoidance practices in the primary consumer goods manufacturing sector during 2020–2024.

Conclusion
Kesimpulan berisi pokok-pokok hasil penelitian yang seyogianya ditulis dalam bentuk point-point menggunakan numbering. Adapun saran, berupa rekomendasi-rekomendasi yang dapat diberikan dari hasil penelitian dan pembahasan. Rekomendasi-rekomendasi ini seyogianya bersifat teoritis (untuk pengembangan ilmu pengetahuan) dan praktis, yaitu dapat dilaksanakan pada tataran praktis. 
This study aims to determine the effect of Accounting Conservatism and Capital Intensity Ratio on Tax Avoidance  in manufacturing companies in the primary consumer goods sector listed on the Indonesia Stock Exchange (IDX) during the period 2020–2024. The following are the conclusions of the study:  
1. Based on the results of the partial test, the calculated t-value for the Accounting Conservatism variable is smaller than the t-table value (0.283 < 1.978) and the probability value is greater than 0.05 (0.7780 > 0.05). The results of this study indicate that Accounting Conservatism  does not have a significant effect on Tax Avoidance. These findings align with those of Nugraheni & Mustikawati (2021), Ellyanti & Suwarti (2022), and Windaryani & Jati (2020). However, this study does not align with the results of Jumailah (2020). Therefore, H1 is rejected 
2. The partial test results show that the Capital Intensity Ratio (CIR) variable has a t-value greater than the t-table value (4.140 > 1.978) and a significance level less than 0.05 (0.0001 < 0.05). The results of this study indicate that the Capital Intensity Ratio has a significant positive effect on Tax Avoidance. The results of this study are consistent with Dwiyanti & Jati (2019), Pangestu & Pratomo (2020), and  Sinaga & Malau (2021). However, this study does not align with Akmal & Bandaro (2020) and Khatami et al (2021). Therefore, H2 is accepted 
3. Based on the results of the simultaneous test (F-test) conducted, the calculated F value is 5.065526 > the table F value of 3.06. Additionally, the significance value obtained is 0.000000 < 0.05. The results of this study indicate that Accounting Conservatism and Capital Intensity Ratio have a simultaneous effect on Tax Avoidance. The results of this study are consistent with Ariyani & Arif (2023). However, this study is inconsistent with the results of the study  by Destania (2022), which states that Accounting Conservatism and Capital Intensity Ratio don’t have a simultaneous effect on Tax Avoidance.  It is concluded that H3 is accepted. 

This study examined the effect of Accounting Conservatism and Capital Intensity Ratio (CIR) on Tax Avoidance in primary consumer goods manufacturing companies listed on the Indonesia Stock Exchange (IDX) during 2020–2024. Future research is expected to improve in quality by considering the following suggestions:
1. For Company Management, Given that CIR significantly affects Tax Avoidance, companies should manage fixed assets cautiously. Transparent fiscal and depreciation policies aligned with prevailing tax regulations are essential to ensure tax efficiency practices remain within legal boundaries and avoid tax evasion. Although Accounting Conservatism showed no significant partial effect, it should still be maintained as a prudent reporting approach to preserve stakeholder trust.
2. For Future Research, Since Accounting Conservatism contributes in a simultaneous relationship but not partially, future studies should explore moderating variables such as corporate governance, audit quality, or tax oversight, which may strengthen or weaken its link to tax avoidance. Expanding the research scope to other industries or extending the observation period may also yield more comprehensive insights.
Research Limitations
The sample was limited to primary consumer goods manufacturing companies listed on the IDX over a five-year period (2020–2024).
1. Only two independent variables—Accounting Conservatism and CIR—were examined.
2. Data were not normally distributed during the normality test.
3. The coefficient of determination was 45.93%, leaving 54.07% explained by factors outside the study.
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