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Abstract 

The purpose of this study is to test and analyze the effect of financial distress on tax avoidance mediated by transfer 
pricing in manufacturing companies listed on the Indonesia Stock Exchange in 2020-2022. This study uses a 
descriptive method with a quantitative approach. The number of samples taken in this study was 48 companies. The 
sampling technique was carried out with a nonprobability sampling approach, namely the purpose sampling method. 
The findings of this study are transfer pricing is not able to mediate the effect of financial distress on tax avoidance; 
transfer pricing affects tax avoidance, and financial distress affects tax avoidance.  This research implies that it is 
expected to contribute and refer to further research on the analysis of financial distress on tax avoidance mediated by 
transfer pricing.  
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1.  Introduction 
In this era of increasingly rapid economic growth, the government is required to meet and finance all state expenditures 
to create people's welfare by utilizing state revenues. The taxation sector is the sector that supports the state and is the 
main sector for the state and society to achieve better welfare (Harahap et al., 2023). One of the biggest sources of 
state revenue is taxes. Tax is one of the most important sources of state financial income. With the increase in state 
revenue from the tax sector, the government always strives to improve the existing taxation system so that it continues 
to run in a better direction (Handoyo et al., 2022). 
 
Tax avoidance is a legal action that aims to minimize the tax burden by exploiting loopholes or adopting unintended 
interpretations of tax laws (O’Hare, 2019). Tax avoidance can affect the revenue of the government's taxation 
department, and tax avoidance is a natural consequence of any tax policy taken by the Directorate General of Taxes. 
The number of companies that try to find policy loopholes to save taxes (Silaban & Siagian, 2020). Tax avoidance is 
not a violation of tax law because taxpayers' efforts to reduce, avoid, or minimize tax obligations are carried out in a 
manner permitted by tax law. Tax avoidance in this study is measured using the Effective Tax Rate (ETR) ratio, which 
is the income tax expense divided by the pre-tax income of a company (Alfina et al., 2018).  
 
Pada umumnya perusahaan cenderung untuk meminimalkan jumlah pajak terutang, yang dapat dilakukan melalui 
tindakan penggelapan pajak atau penghindaran pajak yang mengurangi nilai pajak (Claudianita et al., 2023). 
Kemungkinan terjadinya penghindaran pajak juga disebabkan karena pemerintah Indonesia menerapkan sistem self 
assessment dalam sistem pemungutan pajaknya. Wajib pajak memiliki kebebasan penuh untuk menghitung, 
membayar pajak, dan melaporkan kewajiban perpajakannya. Penerapan pajak ini seakan memberikan kesempatan 
kepada wajib pajak untuk melakukan tindakan penghindaran pajak dengan cara mengurangi laba perusahaan sehingga 
mengurangi jumlah pajak yang terutang (Stawati, 2020) 
 
The phenomenon behind this research is based on a case reported by the Tax Justice Network stating that Indonesia 
is estimated to lose USD 4.86 billion per year or equivalent to IDR 68.7 trillion (IDR exchange rate against the US 
dollar is IDR 14,149 per US dollar). 14,149 per US dollar) due to tax evasion. In a headline titled The State of Tax 
Justice 2020: Tax Justice in the COVID-19 Era, Tax Justice News reported that with a total of IDR 68.7 trillion, the 
losses incurred due to tax evasion by business actors in Indonesia. The amount of losses incurred reached 4.78 billion 
USD or equivalent to 67.6 trillion rupiah. Meanwhile, the rest came from individual taxpayers amounting to USD 
78.83 million or equivalent to IDR 1.1 trillion. In addition, multinational companies transfer their profits to the state, 
which is considered a financial utopia. This is done with the intention of not reporting the actual profits earned in the 
country where the company is located. Therefore, business entities that engage in this activity have to pay lower taxes 
than they should. 
 
Based on previous studies, there are several factors that can affect tax avoidance in manufacturing companies. These 
determining factors include transfer pricing and financial distress. 
 
In general, transfer pricing is carried out by multinational industries such as the exchange of goods and services with 
various industries at high prices, either mark up or mark down (Harahap et al., 2023). However, transfer pricing is not 
an illegal practice even though it violates ethical principles (Wijaya & Hidayat, 2021). In addition, research on transfer 
pricing shows mixed results. Research conducted by (Dharmawan et al., 2017) shows that transfer pricing has a 
significant effect on tax avoidance, while the research conducted by (Harahap et al., 2023; Panjalusman et al., 2018) 
shows that transfelr pricing has nol elffelct oln tax avolidancel. 
 
Financial distrelss is delfineld as an elarly cluel belfolrel a colmpany golels bankrupt (Purnamawati, 2021). Financial distrelss 
is causeld by a lack olf capital causeld by improlpelr usel olf capital relsolurcels, insufficielnt delpolsits, and inelfficielnt 
managelmelnt in managing all activitiels. Prelviolus relselarch sholws that tax avolidancel is significantly influelnceld by 
financial distrelss factolrs in relselarch (Purnamawati, 2021). Whelrelas in thel relselarch colnducteld by (Cita & Supadmi, 
2019) sholws that financial distrelss has a nelgativel elffelct oln tax avolidancel. 
 
This study elxaminels and analyzels thel elffelct olf financial distrelss oln tax avolidancel meldiateld by transfelr pricing in 
manufacturing colmpaniels listeld oln thel Indolnelsia Stolck Elxchangel in 2020-2022. Relselarchelrs cholsel manufacturing 
colmpaniels belcausel thely makel thel largelst colntributioln tol natiolnal GDP and arel an impolrtant solurcel olf incolmel. thel 
largelst colntributolr tol natiolnal GDP and thel highelst colntributolr as a taxpayelr. thel highelst colntributioln as a taxpayelr. 
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2.    Literature Review 
2.1  Research Variables 
Tax Avoidance (TA) 
Tax avolidancel is an elffolrt tol minimizel thel amolunt olf tax payablel, whelrel taxpayelrs usel lololphollels in elxisting tax rulels, 
in carrying olut thelir tax managelmelnt (Sinduarta & Hapsari, 2021). Tax avolidancel is carrield olut by utilizing thel 
arrangelmelnts in thel tax aspelct tol thel maximum, namelly oln thel elxelmptiolns and delprelciatioln that arel pelrmitteld and 
nolt relgulateld in thel lelgislatioln and thel welaknelssels that elxist in thel rellateld tax relgulatiolns (Purnamawati, 2021).  
 
    ElTR =  𝑇𝑇𝑇𝑇𝑇𝑇 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸

𝑁𝑁𝑁𝑁𝑁𝑁 𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇
 

 
Transfer Pricing (TP) 
Transfelr pricing is a transfelr pricing pollicy oln sellling pricels (gololds, selrvicels, and intangiblel asselts) tol subsidiariels 
and tol rellateld partiels lolcateld in Indolnelsia olr in olthelr coluntriels. In manufacturing colmpaniels, transfelr pricing is useld 
as a stratelgy tol avolid taxatioln. Thel functioln olf transfelr pricing in tax managelmelnt, as a stratelgy in minimizing thel 
amolunt olf tax that must bel paid (Seltyolrini & Nurhayati, 2022). Accolrding tol (Fazwa & Islahuddin, 2022), transfelr 
pricing is deltelrmineld throlugh thel amolunt olf tradel relcelivablels tol rellateld partiels and toltal relcelivablels pelr pelriold. 
 

TP =
𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑓𝑓𝑓𝑓𝑓𝑓𝑓𝑓 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝

𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅
× 100 

 
Financial Distress (FD) 
Financial distrelss is a colmpany's financial colnditioln that elxpelrielncels a stagel olf delclinel belfolrel thel colmpany 
elxpelrielncels bankruptcy (Hutauruk elt al., 2021). Thel colmpany's inability tol fulfill olbligatiolns such as paying olff delbt 
in thel sholrt telrm and sollvelncy is an indicatioln olf financial distrelss. Colmpaniels elxpelrielncel financial distrelss wheln 
thely elxpelrielncel nelgativel prolfit margins folr selvelral yelars (Purnamawati, 2021). Financial distrelss is vielweld frolm cash 
inflolws that dol nolt melelt daily olpelrating colsts. Anolthelr olpinioln statels that financial incapacity is a statel olf elntity 
elxpelrielncing financial difficultiels which is thel belginning olf bankruptcy (Ningsih & Nolviari, 2022). 

FD =
𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 𝐶𝐶𝐶𝐶𝐶𝐶ℎ 𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹

𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿
 

 
2.2     Hypothesis Building 
Effect of Financial Distress on Transfer Pricing  
Transfelr Pricing is a prolduct olr selrvicel elxchangel transactioln that olccurs beltweleln twol diffelrelnt elntitiels within a grolup 
olf colmpaniels (K Tampubolloln dan Z Al Farizi, 2018). Transfelr Pricing is a colmpany pollicy in deltelrmining thel pricel 
olf a transactioln beltweleln rellateld partiels. Tax avolidancel is olfteln dolnel by multinatiolnal colmpaniels using transfelr 
pricing. Accolrding tol (Rifai & Atiningsih, 2019) transfelr pricing is a spelcial sellling pricel selt in an intelrdelpartmelntal 
elxchangel tol capturel thel relvelnuel olf thel salels delpartmelnt and thel colst olf thel purchasing delpartmelnt. 
H1: Financial Distrelss affelcts Transfelr Pricing. 
 
Effect of Transfer Pricing on Tax Avoidance 
Transfelr pricing is a systelm useld by businelssels tol relducel thelir tax burdeln, elithelr by trading with spelcial partiels (rellateld 
party transactiolns), by transfelrring prolfits tol a grolup olf colmpaniels that suffelr lolssels, olr by trading with colmpaniels in 
tax-frelel coluntriels. Molst colmpaniels elngagel in tax avolidancel by manipulating transfelr pricels. Similar tol (Amidu elt al., 
2019; Helrianti & Chairina, 2019; Marwa & Wahyudi, 2018) folund that thel molrel transfelr pricing practicels that arel 
applield, thel molrel colmpaniels avolid taxels that sholuld bel thelir olbligatiolns. 
H2: Transfelr Pricing affelcts Tax Avolidancel 
 
Effect of Finacial Distress on Tax Avoidance 
Financial distrelss is delfineld as an elarly cluel belfolrel a colmpany golels bankrupt (Purnamawati, 2021). Financial distrelss 
is causeld by a lack olf capital causeld by inapprolpriatel usel olf capital relsolurcels, insufficielnt delpolsits, and inelfficielnt 
managelmelnt in managing all activitiels. This is what Brolndollol inscribeld in (Cita & Supadmi, 2019)Wheln thel colmpany 
is suspelcteld olf elxpelrielncing financial distrelss olr difficulty in funding, thel elntity selelks tol practicel tax avolidancel tol 
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minimizel tax paymelnts bolrnel. Prelviolus relselarch sholws that tax avolidancel is significantly influelnceld by financial 
distrelss factolrs in relselarch (Purnamawati, 2021) 
H3: Financial Distrelss affelcts Tax Avolidancel 
 
2.3     Framework 
Baseld oln thel delscriptioln abolvel, thel framelwolrk can bel delscribeld as folllolws in Figure 1: 

 
Figure 1. Conceptual Framework 

 
3. Research Methodology 
Thel olbjelct olf this study is tol analyzel thel elffelct olf financial distrelss oln tax avolidancel meldiateld by transfelr pricing. 
This typel olf relselarch is a delscriptivel melthold with a quantitativel approlach. Thel polpulatioln in this study welrel 
manufacturing colmpaniels listeld oln thel Indolnelsia Stolck Elxchangel 2020-2022 with a toltal samplel olf 48 colmpaniels. 
Thel sampling telchniquel in this study was carrield olut with a nolnprolbability sampling approlach, namelly thel purpolsel 
sampling melthold. Thel data analysis telchniquel useld is multiplel linelar analysis using SPSS 23 solftwarel. Data colllelctioln 
telchniquels using selcolndary data olf manufacturing colmpaniels listeld oln thel Indolnelsia Stolck Elxchangel. 
 
4.    Results and Discussion 
4.1  Descriptive Statistics Test 
Variablel delscriptioln in thel study was colnducteld oln transfelr pricing, financial distrelss, and tax avolidancel variablels. 
Thel delscriptivel statistical telst relsults olf this study arel prelselnteld in Tablel 1 bellolw. 
 

Tablel 1. Delscriptivel Analysis 
 

Variablels N Minimum Maximum Melan Std. Delviatioln 
Tax Avolidancel (TA) 48 .047 2.901 .31799 .431993 
Transfelr Pricing (TP) 48 .185 1.029 .90648 .191767 
Financial Distrelss (FD) 48 .002 4.499 .48490 .800719 

Solurcel: Data prolcelsseld, 2024 
 
Baseld oln Tablel 1, thel relsults olf thel analysis using delscriptivel statistics, thel valuel olf tax avolidancel has a standard 
delviatioln olf 0.431993, a minimum olf 0.047 olwneld by thel FOlOlD colmpany (PT Selntra Folold Indolnelsia Tbk.) in 2022, 
a maximum valuel olf 2.901 olwneld by KAElF (Kimia Farma Tbk.) in 2022. Thel Transfelr Pricing variablel has a standard 
delviatioln olf 0.191767, transfelr pricing sholws a minimum valuel olf 0.185 olwneld by thel HMSP colmpany (HM 
Sampolelrna Tbk) in 2021, thel COlCOl Colmpany (PT Wahana Intelrfolold Nusantara Tbk.) in 2022 has a maximum valuel 
olf 1,029.Thel Financial Distrelss variablel has a standard delviatioln olf 0.800719, thel ALTOl Colmpany (Tri Banyan Tirta 
Tbk) in 2020 sholws a minimum valuel olf 0.002, thel maximum valuel olf 4,499 is olwneld by thel WIIM colmpany 
(Wismilak Inti Makmur Tbk) in 2021. 
 
4.2    Classical Assumption Test 
Normality Test 

Financial 
Distress (FD) 

Transfer 
Pricing (TP) 

Tax Avoidance 
(TA) 

H1 

H3 
H2 
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Thel relsults olf thel nolrmality telst with thel Kollmolgolrolv-Smirnolv telst telchniquel carrield olut oln thel SPSS 23 solftwarel 
sholw that thel Sig valuel is 0.052> 0.05. Thel relsults olf this telst indicatel that thel data analyzeld is nolrmally distributeld 
and thel distributioln olf data in thel data grolup is nolrmal. 
 
Multicollinearity Test 
Thel multicolllinelarity telst relsults colnducteld oln SPSS 23 solftwarel, thel multicolllinelarity telst relsults sholw that transfelr 
pricing has a tollelrancel valuel olf 0.929 and VIF olf 1.076, financial distrelss has a tollelrancel valuel olf 0.929 and VIF olf 
1.076. Whelrel if thel tollelrancel is abolvel 0.1 and thel VIF valuel is nolt molrel than 10, thel data sholws nol multicolllinelarity. 
 
Heteroskedasticity Test 
Thel heltelrolsceldasticity telst in this study can bel seleln in thel scattelrplolt graph. Baseld oln Figurel 2, it can bel seleln that thel 
data dolels nolt olccur heltelrolsceldasticity belcausel it sprelads witholut folrming a clelar pattelrn and thel dolts sprelad abolvel 
and bellolw 0 oln thel Y axis sol it can bel colncludeld that thelrel is nol heltelrolsceldasticity. 

 
Figurel 2. Scattelrplolt Graph 

 
Autocorrelation Test 
Thel relsults olf thel autolcolrrellatioln telst colnducteld oln SPSS 23 solftwarel, it can bel colncludeld that thel DW telst valuel is 
1.884. This valuel wheln colmpareld tol thel tablel valuel using a colnfidelncel delgrelel olf 5% (0.05) with a samplel sizel (n) olf 
48 and an indelpelndelnt variablel (k) olf 3, theln in thel Durbin-Watsoln tablel thel du valuel will bel 1.6708 and thel dl valuel 
is 1.4064. Sol that thel dw valuel is grelatelr than thel dl valuel (0 > d > dl), namelly 0 > 1.884 > 1.4064, it can bel intelrprelteld 
that thelrel arel nol symptolms olf autolcolrrellatioln. 
 
4.3      Regression Analysis 
Path Analysis 
Path Analysis of the Effect of Financial Distress (FD) on Transfer Pricing (TP) 
Thel elffelct olf olthelr variablels oln transfelr pricing (е₁) can bel deltelrmineld as folllolws: 
е₁ = √1 − 𝑟𝑟2 
е₁ = √1 − 0,124 
е₁ = 0,9359 
Thel valuel olf е₁ thel path colelfficielnt olf olthelr variablels oln TP is elqual tol 0,9359. 
 
Path Analysis of the Effect of Transfer Pricing (TP) and Financial Distress (FD) on Tax Avoidance (TA) 
This path analysis is carrield olut tol deltelrminel thel elffelct olf indelpelndelnt variablels, meldiating variablels oln thel delpelndelnt 
variablel, namelly thel elffelct olf TP and FD oln TA, it can bel deltelrmineld in thel folllolwing way: 
It is knolwn that thel R Squarel is 0.149 (r2) Thel elffelct oln tax avolidancel (el₂) theln thel calculatioln can bel dolnel in thel 
folllolwing way: 
el₂ = √1 − 𝑟𝑟2 
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el₂ = √1 − 0,149 
el₂ = 0,9224 

Theln thel el₂ valuel olf thel path colelfficielnt olf all variablels oln tax avolidancel (TA) is 0.922, sol thel substructurel 2 
path elquatioln is as folllolws: 

Y = α+β1. TP ₋ β2. FD ₋ β3  
Delscriptioln: 
ElTR = Tax Avolidancel 
TP = Transfelr Pricing 
FD = Financial Distrelss  
α = Colnstant 
β1-6  = Indelpelndelnt variablel relgrelssioln colelfficielnt 
el  = Elrrolr 
 
Influences 
Thel relsults olf path analysis sholw that financial distrelss (FD) can havel a direlct elffelct oln tax avolidancel (TA) and can 
alsol havel an indirelct elffelct throlugh transfelr pricing (TP) as intelrvelning: 
Thel Elffelct olf Financial Distrelss (FD) oln Tax Avolidancel (TA): 
Direlct Elffelct (p1)   = -0,107 
Indirelct Elffelct (p2×p3)  = (0,072 × -0,307) = -0,0221 
Toltal Elffelct (p1+(p2×p3))  = -0,107 + -0,0221= -0,1291 
 
Thel relsults using thel Solbell Telst, taking intol accolunt thel magnitudel olf thel standard elrrolr valuel olf thel indirelct elffelct, 
namelly: 
Sel1  = √1 − 𝑟𝑟2 = √1 − 0,124  = 0,935  
Sel2   = √1 − 𝑟𝑟2 √1 − 0,149  = 0,922  
p2p3  = p2 × p3 = 0,935 × 0,922 =  0,862 
Sp2p3 = √(TPp22.Sel22) + (FDp32.Sel12) + (S12.Sel22) 

 = √(-0,3072. 0,9222) + (-0,1072.0,935 2) + ( 0,9352. 0,922 2) 
   = √0,080 + 0,0099 + 0,7430  
 = √0,8329= 0,9126 
 
Nelxt, deltelrminel thel t valuel as prelselnteld in thel calculatioln bellolw: 
 t = 𝑝𝑝2𝑝𝑝3𝑝𝑝4

𝑆𝑆𝑆𝑆2𝑝𝑝3𝑝𝑝4
 = 𝑝𝑝2𝑝𝑝3𝑝𝑝4

𝑆𝑆𝑆𝑆2𝑝𝑝3𝑝𝑝4
 = −0,1291

0,9126
 = -0,3188 

 
Thel relsults prelselnt thel t valuel colmpareld tol thel t tablel valuel, if thel t tablel valuel, if thel t valuel> tablel valuel, it can bel 
colncludeld that thelrel is a meldiating influelncel. Thel calculatioln relsult prelselnts thel t valuel smallelr than thel t tablel with 
a significancel lelvell olf 0.05 with a valuel olf -0.3188 < 1.684. Thus it can bel colncludeld that thel transfelr pricing variablel 
is nolt ablel tol meldiatel thel elffelct olf financial distrelss oln tax avolidancel..  

 
4.4 F-Test 
Thel F telst olr moldell felasibility telst aims tol deltelrminel whelthelr thel indelpelndelnt variablels havel a jolint influelncel oln thel 
delpelndelnt variablel. 
 

Tablel 2. F-Telst 

Moldell Sum olf Squarels df Melan Squarel F Sig. 
1 Relgrelssioln 3.150 2 1.575 12.610 .000b 

Relsidual 5.621 45 .125   
Toltal 8.771 47    

 

Solurcel: Selcolndary data prolcelsseld using SPSS 23 
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Baseld oln Tablel 2, it can bel seleln that this elquatioln moldell has a sig valuel olf 0.000 <0.05, which melans that thel 
indelpelndelnt variablels simultanelolusly olr tolgelthelr affelct thel delpelndelnt variablel, sol it can bel colncludeld that this moldell 
is felasiblel tol usel olr fit. 
 
4.5  R2 Test  
Thel R2 telst aims tol melasurel thel elxtelnt tol which thel moldell's ability tol elxplain variatiolns in indelpelndelnt variablels. 
Baseld oln thel relsults olf thel R2 telst colnducteld oln SPSS 23, it sholws that thel Adjusteld R Squarel valuel olf 0.331 melans 
that 33.1% olf tax avolidancel variatiolns can bel elxplaineld by financial distrelss variablels with transfelr pricing. Thel 
relmaining 66.9% is influelnceld by olthelr variablels nolt includeld in this study. 
 
4.6  Partial Test (T Test) 

Tablel 3. Partial Telst (T Telst) 

Moldell 

Unstandardizeld 
Colelfficielnts 

Standardizeld 
Colelfficielnts 

t Sig. B Std. Elrrolr Belta 
1 (Colnstant) .096 .072  1.330 .190 

Transfelr Pricing (TP) -.307 .116 -.328 -2.652 .011 
Finansial Distrelss (FD) -.107 .031 -.422 -3.406 .001 

a. Delpelndelnt Variablel: Tax Avolidancel (Y) 
 

Solurcel: Selcolndary data prolcelsseld using SPSS 23 
 
Baseld oln tablel 3, it can bel colncludeld as folllolws: 
H1: Transfer Pricing Is Not Able to Mediate the Effect of Financial Distress on Tax Avoidance 
Thel first hypolthelsis has beleln telsteld oln thel path telst whelrel thel calculatioln relsults prelselnt thel t valuel smallelr than thel 
t tablel with a significancel lelvell olf 0.05 with a valuel olf -0.3188 < 1.684. Thus it can bel colncludeld that thel transfelr 
pricing variablel is nolt ablel tol meldiatel thel elffelct olf financial distrelss oln tax avolidancel, sol thel selcolnd hypolthelsis is 
reljelcteld. This sholws that thel grelatelr thel colmpany elxpelrielncing financial distrelss dolels nolt elncoluragel thel colmpany tol 
pelrfolrm transfelr pricing actiolns.  
 
H2: Transfer Pricing Affects Tax Avoidance 
Thel selcolnd hypolthelsis statels that transfelr pricing affelcts tax avolidancel. Tablel 3 sholws that -0.307 as thel relgrelssioln 
colelfficielnt valuel and olbtaineld a P-valuel olf 0.011 <0.05. This relsult sholws that. Thel valuel olf relgrelssioln colelfficielnt 1 
olf -0.307 indicatels thel rellatiolnship beltweleln TP and ElTR. Thel telst relsults sholw that transfelr pricing affelcts tax 
avolidancel, sol thel first hypolthelsis is accelpteld. This sholws that colmpaniels with high transfelr pricing variablels colnduct 
molrel transactiolns than colmpaniels with lolw transfelr pricing variablels. This prolvidels an olppolrtunity folr thelsel 
colmpaniels tol colnduct improlpelr transactiolns tol minimizel thelir tax burdeln. Thel relsults olf this study arel in linel with 
relselarch colnducteld by (Dharmawan elt al., 2017; Harahap elt al., 2023; Panjalusman elt al., 2018; Wijaya & Hidayat, 
2021) which statels that transfelr pricing affelcts tax avolidancel. 
 
H3: Financial Distress Affects Tax Avoidance 
Thel third hypolthelsis statels that financial distrelss affelcts tax avolidancel. Tablel 3 sholws that -0.107 as thel relgrelssioln 
colelfficielnt valuel and olbtaineld a P-valuel olf 0.001 <0.05. This relsult sholws that financial distrelss has a nelgativel elffelct 
oln ElTR. Thel colelfficielnt valuel olf -0.107 indicatels a nelgativel rellatiolnship beltweleln financial distrelss and ElTR. Thel telst 
relsults that financial distrelss affelcts tax avolidancel, sol thel third hypolthelsis is accelpteld. This sholws that colmpaniels that 
elxpelrielncel financial olr financial difficultiels will elncoluragel colmpaniels tol try tol dol tax avolidancel tol minimizel thel tax 
paymelnts bolrnel. Thel relsults olf this study arel in linel with thel relselarch colnducteld by (Cita & Supadmi, 2019; 
Purnamawati, 2021) which statels that financial distrelss affelcts tax avolidancel. 
 
5. Conclusions and Recommendations 
Baseld oln thel relsults olf thel analysis and discussioln that has beleln dolnel, it can bel colncludeld that thel grelatelr thel colmpany 
elxpelrielncing financial distrelss, it dolels nolt elncoluragel thel colmpany tol pelrfolrm thel act olf transfelr princing, sol that 
transfelr pricing is nolt ablel tol meldiatel thel elffelct olf financial distrelss oln tax avolidancel. Thel colmpany with high transfelr 
pricing variablel colnducts molrel transactiolns than thel colmpany with lolw transfelr pricing variablel, it prolvidels an 
olppolrtunity folr thel colmpany tol colnduct improlpelr transactiolns tol minimizel its tax burdeln sol that transfelr pricing affelcts 
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tax avolidancel. Colmpaniels that elxpelrielncel grelat financial difficultiels will elncoluragel colmpaniels tol dol tax avolidancel, 
sol that financial distrelss variablels affelct tax avolidancel. 
 
Thel relsults olf this study alsol havel implicatiolns folr relgulatolrs, in this casel thel Direlctolratel Gelnelral olf Taxels sholuld 
pelrioldically relvielw elxisting tax relgulatiolns sol as tol narrolw thel gap folr tax avolidancel by taxpayelrs.In additioln, thel 
Indolnelsia Stolck Elxchangel sholuld furthelr elxpand thel colmpleltelnelss olf financial relpolrts, sol that thel data relquireld is 
molrel accuratel. 
 
This relselarch has beleln prelpareld colrrelctly and in accolrdancel with scielntific prolceldurels, but still has limitatiolns that 
can bel useld as a relfelrelncel folr furthelr relselarch in olrdelr tol olbtain belttelr relsults.  Thel limitatiolns olf this study arel that it 
olnly colvelrs a limiteld relselarch pelriold olf 3 yelars and thel relselarch olbjelct is olnly in thel manufacturing selctolr listeld oln 
thel Indolnelsia Stolck Elxchangel. Folr futurel relselarchelrs, thely can elxpand thel pelriold and numbelr olf relselarch olbjelcts. In 
additioln, it can add olthelr indelpelndelnt variablels rellateld tol Tax Avolidancel such as Golold Colrpolratel Golvelrnancel, salels 
grolwth and olthelrs. 
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