TABLE OF CONTENTS

Page
COVER PAGE
TITLE PAGE
DECLARATION OF AUTHENTICITY OF FINAL PAPER AND UPLOAD
AGREEMENT ...t e e s ii
APPROVAL PAGE BY FINAL PAPER ADVISOR...........ccocccci i, iv
APPROVAL PAGE BY FINAL PAPER DEFENSE COMMITTEE......... Error!
Bookmark not defined.
ABSTRACT ... e e s sarae e s snree e e s sanes vi
ABSTRALK ... e e s s s ee e s s r e e e s s re e e e s sans vii
PREFAGE. Ui N, ....................... A S . L ... viii
TABLE OF CONTENTS ...t s siree e s e e s sinae s snnnreee s X
LIST OF FIGURES ...ttt s s e svnne s s nnree e s snnnes Xiv
LIST OF TABLES ...ttt st s e e e sbre e s s s e e e s st XV
LIST OF APPENDICES ..........cccoo ittt ittt ssiee e svaee s ssane e s xvi
CHAPTER | INTRODUCTION
1.1 Background of StUAY ........ccoeiiiiiiieie e 1
1.2 Problem Cipitatioi= 25 555 .. . (T T Wbt §enne s et oo vesenes 9
1.3 Prablerr Eermmiation=="....|. . ¥ -t e, ... 9
1.4 Objective Of the RESEAICN ........c.cooiiiiiiiiiieii i 10
1.5  Benefit 0f the ReSEarCh ....cccveiiiiiiiesr i 10
1.5.1 Theoretical BENEfit........cccceieriiiiiiiiiciceee e 11
1.5.2 Practical BENefit.......c.cccoviieiieiiiie e 11
CHAPTER Il LITERATURE REVIEW AND HYPOTHESIS
DEVELOPMENT
2.1  Theoretical Background.............ccocoiiiiiiiiic i 12
2.1.1  AQENCY TNEOMY ..ottt 12
2.1.2  Profitability ......cooooiiiiiiie 13



2.2
2.3

2.4
2.5

2.1.2.1 Profitability Definition ...........cccoovviiininienin e 13

2.1.2.2 Profitability Measurement...........ccoooevvevenienneenesieeseenens 14
2.1.2.3 Return on ASSets (ROA) ....ccvecveieiieie e 15
2.1.3  LBVEIAQE ...ei ettt ettt 15
2.1.3.1 Leverage Definition .........cccccoeveiiiiniiiiniiccc e 15
2.1.3.2 Leverage Measurement ..........cocveveveeninienienesneseesieenns 16
2.1.3.3 Debt-to-Equity (DER)......cccccvevieieiieie e 17
2.1.4 WEnsfERPRICITGN T . MR, Sl o S0, . ........................ 17
2.1.4.1 Transfer Pricing Definition ............ccocvoviviieniiiniins 17
2.1.4.2 Transfer Pricing Regulations...........c.ccocvvvieninenenininins 18
2.1.4.3 Transfer Pricing Measurement............ccccceeveevveveieeinennns 19
2.1:5 VO, ......................... . (SO Oee ..N....... 19
2.1.5.1 Definition Of TaX....ccocerviieiieieeie e 19
2.1.5.2 Law 0N INCOME TaX ..vveiiiiiiiiiiie et 20
2.1.6  TaX AVOIUANCE ....oveieiiiiiiiieiieieie ettt s nnea 20
2.1.6.1 Tax Avoidance Definition...........ccccoovvrvniiieieie s 20
2.1.6.2 Tax Avoidance Measurement .........cccccvevvereervereeseesnenenns 21
2.1.6.3 Effective TaX RaAte........cceveiierieieciene e 22
Previous RESEAICH ........coiiiiiiiiiciciee e e 23
Hypothesis DeVEIOPMENL ..........cccoeviiieie i 27
2.3.1 The Impact of Profitability Toward Tax Avoidance..................... 27
2.3.2 The Impact of Leverage Toward Tax Avoidance ............cc.ccoeeees 28
2.3.3 The Impact of Transfer Pricing Toward Tax Avoidance............... 29
2.3.4 The Impact of Profitability, Leverage, and Transfer Pricing Toward
TaX AVOIUANCE ..ottt 30
Research MOdel...........cvviieieeecece e 30
Framework of ThiNKING ........ccoiviiiiiiicc e 31

CHAPTER Il RESEARCH METHODOLOGY

3.1
3.2

Research Methodology.........c.cuoiiieirieiee e 32
Population and Sample...........coviiiiii 32

Xi



3.3
3.4

3.5

3.2.1  POPUIALION ... s 32

3.2.2  SAMPIE .. 33
Data Collection Method ............cooviiiiiiiiie e 33
Operational Variable Definition and Variable Measurement ................... 34
3.4.1 Independent Variable ............ccoooiieiiiiiiieee s 34
3.4.1.1 Profitability (X1) .ooovovveieeieieeecece e 34
3.4.1.2 LeVErage (X2) vovereererrerieiaisiesieseeresiesieessesiesessesseseesesseseenes 34
S B Transter Prcing (Xa) . s, 0. ....................... 35
3.4.2 Dependent Variable..........coooooviiiiiiiii 35
Data AnalysiS Method..........cccooiiiiiiiiiecee e 36
3.5.1 DeSCriptive StatiStiCS.......cccveieeiiiieieerie e 37
3.5.2  Classical ASSUMPLION TESt......ccceiveiieiiiiesiese e sre e 37
3.5.2.1 NOrmMality TESt ....ocuviviriiiieieieiesie e 37
3.5.2.2 Multicollinearity TeSt........ccoovreriririiieieieese e 38
3.5.2.3 HeteroscedastiCity TeSt .......ccccvvveviiieiieiiiic e 38
3.5.2.4 AUtoCOorrelation TeSt........ccoeveririninieieriese e 39
3.5.3 Multiple Linear Regression Analysis...........c.ccoovveieneienicnnnnnn. 40
3.5.4  Hypothesis TeSTING........coerirerieieieiese s 41
3.5.4.1 Partial Hypothesis Testing (T-TeSt) .......ccccceviveveiieieennnns 41
3.5.4.2 Simultaneous Hypothesis Testing (F-Test)........cccccevvene. 42
3.5.4.3 Coefficient of Determination (Adjusted R?) ..................... 42

CHAPTER IV RESEARCH RESULT AND DISCUSSION

4.1

4.2

General View of Consumer Goods Companies on the Indonesia Stock

EXCRANGE ... 43
RESEAICH RESUIL.......oiieiicie e 51
4.2.1 DeSCriptive StatiStICS........cccuveririeiirieie s 51
4.2.2 Result of Data Quality TeStiNg.......ccccoveevieviieiiieiie e 52
4.2.2.1 NOrmality TeSt .....ocoviiiieiie e 52
4.2.2.2 MUlticollinearity TeSt........ccoviriririiiiieieie e 56
4.2.2.3 HeteroscedastiCity TSt .......cccovvrirerieiieieie e 57

Xii



4.2.2.4 AUtOCOITelation TeSt......ooovveeeee e, 58

4.2.2.5 Summary of Classical Assumption Test Results .............. 59

4.2.3 Multiple Linear Regression AnalysiS..........cccccveveiieieeriesivesinannnns 60

4.2.4 Result of Hypothesis TeStING .......ccccovevviieieeiiie e 61
4.2.4.1 Partial Hypothesis Testing (T-TeSt) ......cccevvviverieniernnanns 61

4.2.4.2 Simultaneous Hypothesis Testing (F-Test)........cccccevvennene 63

4.2.4.3 Coefficient of Determination (Adjusted R?) ..................... 64

4.3  DiscusSiiilsFTswerTs T T S Ny e ... 65
4.3.1 The Impact of Profitability Toward Tax Avoidance..................... 65

4.3.2 The Impact of Leverage Toward Tax Avoidance ...........c.ccceevenenne 66

4.3.3 The Impact of Transfer Pricing Toward Tax Avoidance.............. 68

4.3.4 The Impact of Profitability, Leverage, and Transfer Pricing Toward
TaX AVOIUANCE .....cccvivee ittt st ssee et s s st e e bn e re s 70

CHAPTERYV CONCLUSION

5.1 Conclusion TSN -~ ... SSRGS ... T 72
5.2 RECOMMENUALION. ... et e e e e e e e 73
REHERENGEES .......coocoooiiiiiirinnnserefes rrt e 0 2 e oo soaE e eves s 75

Xiii



LIST OF FIGURES

Figure 1.1 Consumer Goods Sub-Sectors GDP..........ccccccovveveiiieieene e 3
Figure 2.1 Research MOodel ...........ccoooiiiiiiiiiiiiec e 30
Figure 2.2 Framework of Thinking........ccocoviiiiin e 31
Figure 4.1 Normality Test Using HiStOgram ............c.ccoocveveiieenesiiesnene e e 55
Figure 4.2 Normal Probability PIot Graph ..........cccccoovveiviiiiicie v 55
Figure 4.3 Heteroscedasticity Test using Scatterplot Graph ............cccccocevvrinnene 57

Xiv



LIST OF TABLES

Table 1.1 State Revenue Realization...........ccccoovviiiniiiiiniiiceee e 1
Table 1.2 Table of Phenomena Profitability, Leverage, Transfer Pricing, and Tax

Avoidance in Consumer Goods Companies Listed on the Indonesia

StOCK EXCNANGE ... e 6
Table 2.1 Previous RESEAICH ........cccoiiiiiiiiiieee i 26
Table 3.1 Operational Definition and Variable Measurement ........................... 36
Table 4.1 Determination of SAMPIE ..........coviiiiiiiii e 43
Table 4.2  DeSCriptive STatiSTICS .......ccvviiieieieiee s 51
Table 4.3 Normality Test Using One-Sample Kolmogorov-Smirnov Test Before

OUNISENT————...................... A SSSS——— . R 53
Table 4.4 Normality Test Using One-Sample Kolmogorov-Smirnov Test After

L@ 11 1 11T R R S SR PP RN 54
Table 4.5 Multicollinearity TeSt........ccccviiiiiiiiiiie s 56
Table 4. 6 Heteroscedasticity Test Using Park TesSt...........ccccvvevveiiiiciicieeenn, 58
Table 4.7 Autocorrelation Test using Durbin-Watson Test ..........cccccccvvvevieenen. 58
Table 4.8 Autocorrelation Test Using Cochrane-Orcutt TeSt ........ccccovverieenene. 59
Table 4.9 Summary of Classical Assumption Test OUtCOMES ............cccervreenee. 60
Table 4.10 Multiple Linear Regression AnalysiS.........cccooveveiiieieeiiiic i, 60
Table 4.11 Result of Partial Hypothesis Testing (T-Test)........ccccvvevviieveeireennene 62
Table 4.12 Result of Simultaneous Hypothesis Testting (F-Test) ........cc.ccccvvuenee. 63
Table 4.13 Coefficient of Determination (Adjusted R?) ..........ccceeveevevvvevercnnnn. 64
Table 4.14 Summary of Hypothesis Test ReSults ............cccccceeveieciiicciccec, 71

XV



APPENDIX A:

APPENDIX B:
APPENDIX C:
APPENDIX D:
APPENDIX E:
APPENDIX F:
APPENDIX G:
APPENDIX H:

LIST OF APPENDICES

LIST OF POPULATION AND SAMPLE OF CONSUMER
GOODS COMPANIES LISTED ON THE INDONESIA

STOCK EXCHANGE FROM 2019 TO 2022...........cccvvuee. A-1
CALCULATION OF RETURN ON ASSETS........cccccvviee. B-1
CALCULATION OF DEBT-TO-EQUITY RATIO .............. C-1
CALCULATION OF TRANSFER PRICING ...........cccceuennee. D-1
CALCULATION OF EFFECTIVE TAX RATE .....cccovvieee. E-1
DURBIN-WATSON TABLE........cccooiiiie F-1
T-DISTRIBUTION TABLE........ccciiiiiiiiiiiciice G-1
F-DISTRIBUTION TABLE.......cccoiiiiiiii, H-1

XVi



