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THE EFFECT OF CORPORATE GOVERNANCE ON 
COMPANIES’ COST OF DEBT (STUDY OF LISTED 
COMPANIES ON INDONESIA STOCK EXCHANGE) 

(xv + 77 pages : 3 figures ; 11 tables ; 2 appendixes) 

The practice of good corporate governance has been common used for publicly 
listed company. But the problem is, do corporate governance practice really has impact 
especially in companies’ cost of debt? This study will investigate the effect between 
corporate governance towards companies’ cost of debt. Few studies have investigate this 
topic but the result is diverse. As a result, this research try to compare the result from 
previous study and the result from this research itself, so the company can determine 
whether the implementation of corporate governance can reduce its cost of debt. Cost of 
debt is used as the dependent variable, moreover it will be calculated by the amount of 
interest expense to interest bearing debt. While the corporate governance will be proxy by 
the proportion of board of independent commissioner, audit committee, institutional 
ownership, and managerial ownership. Data used in this study are companies, which are 
listed by IDX (Indonesia Stock Exchange) in manufacturing sections from year 2009, 
2010, and 2011. Data collection is using purposive sampling method with some specific 
criteria, as a result, this study used 138 samples in total. Debt to equity ratio, Debt ratio, 
company size, sales growth, and return on asset are used as the controlling variable in this 
research. The results of this study indicate that Corporate Governance significantly affect 
the Companies’ Cost of Debt.  

Reference: 37 (1976– 2012) 

Keywords : Corporate Governace, Board of Independent Commissioner, Audit 
Committee, Institutional Ownership, Managerial Ownership, Cost of Debt. 



	
   vii	
  

ACKNOWLEDGEMENT 

 

Praise and gratitude to Almighty God for all the blessings and opportunity 

that have been given by Him. Without His grace and guidance, the author will not 

be able to complete this final paper. 

This final paper with entitled “THE EFFECT OF CORPORATE 

GOVERNANCE ON COMPANIES’ COST OF DEBT (STUDY OF LISTED 

COMPANIES ON INDONESIA STOCK EXCHANGE)” is aimed to fulfill final 

requirement to attain the Degree of Bachelor in Economic in Pelita Harapan 

University. Besides, this final paper facilitates the process of learning and 

expanding knowledge horizon.  

The author realizes without any guidance, support, encouragement and 

prayer from various people, this final paper cannot be completed. Therefore, the 

author would like to thank profusely to all those who have assisted in the process 

of completing this Final paper, namely to: 

1) Dr. Kim Sung Suk, as the Dean of Business School of Pelita Harapan 

University. 

2) Dr. Drs. Antonius Herusetya, Ak. MM as the Head of Accounting 

Department of Pelita Harapan University. 

3) Dr. Drs. Marcus Jacob Papilaja. M. S. as Head of Supervisor, for his 

guidance, suggestions and assistance during the writing of this final 

paper. 



	
   viii	
  

4) Sahat M. Simanjutak. B.A., M.B.A. as author’s academic advisor of 

the author. 

5) All lectures who have taught and shared their knowledge to Author 

during the study period in Pelita Harapan University. 

6) Business School staffs for helping Author in all administrative 

procedures. 

7) My beloved mother and father for their love, supports, caring, prayer 

and motivation in many aspects during the writing process. I love you 

till the end of time. 

8) My beloved sister and brothers, Aisha, Ivan, and Ihaw for their 

support, prayer, and understanding. You guys are the best. 

9) My spiritual father, Dr. Erastus Sabdono, thank you for your love, 

caring, and advice. You’ll be always in my heart. 

10) All of my friends who are also doing this thesis, Aprilia, Clarissa, 

Diana, Ferdina, Gracia, Josshia and Stevanie. Thank you for the “level 

one” distraction throughout stressful period.  

11) My Thursday Gangs, Jane, Haris, Ryan, Billy, and Patrick, for the 

laughter that we’ve shared. 

12) My chicki friends, Juliet, Monica, and Veronica. Thanks for your 

support, laughter, and encouragement for these three and half years. 

13) My close friends Della, Elsye, Evelina, Ivone, Jason, Jessica, Rocky, 

and Vica, who always supportive and cherish the author during 

difficult times.  



	
   ix	
  

14) My Rehobot family and RM Teens Pluit for their prayer and attention.  

15) All of my friends who have taught and shared their knowledge to 

Author during the study period in Pelita Harapan University. 

16) Countless parties who have helped me enormously but cannot be 

mention one by one. 

Finally, the author realizes that there is still many deficiencies in writing this 

final paper and the result is far from perfect. Therefore, criticism and suggestions 

will be very useful for the Author to improve this final paper into a better one. 

Hopefully this Final paper may be beneficial to those who read it. 

 

Tangerang, December 7th  2012 

        

 

               (Ayu Lestari Halim) 

	
  


