TABLE OF CONTENTS

Page
COVER PAGE
TITLE PAGE
FINAL ASSIGNMENT STATEMENT AND UPLOAD
AGREEMENT ... ii
APPROVAL PAGE BY FINAL PAPER ADVISOR........ccccccceeeiiiinnn, Y
APPROVAL PAGE BY FINAL PAPER DEFENSE COMMITTEE ... vi
ABSTRACT i i e e e e e e e s e e e e e e vii
ABSTRAK e eeiii s s e e s s e e e et e e e e e i e e e e a R Ra e eeee e e e e e viil
PREFACE ...ttt et ana e ian e b teeanaaennee s iX
TABLE OF CONTENTS ....ooiiiiieie ittt ita et e nna e sh e ve e Xi
LIST OF FIGURES..........oooiiiee ettt sa sttt ne s Xiv
LIST OF TABLES. ... ..ottt aa st e st an e e veeanaeennee s XV
LIST OF APPENDICES .......ccooiiiiieiieiiieaaieaneesneesteesieaneesseesseesaeeninans XVi
CHAPTER | INTRODUCTION
1.1 Background of the StUdy ........cccooeiiiieeiiiiieiiie e i 1
1.2 Problem Limitation ...l 8
1.3 Problem FOrmulation............coivieiueiiienee et 9
1.4 ReSearch ODJECHIVE. ..cvvuiri i it ie i i 9
1.5 Benefit of the RESEArCh .....coovvioii it i 9
1.5.1 Theoretical Benefit......coooiiiiit ittt 10
1.5.2 Practical Benefit..........ccciiiii it 10
CHAPTER Il LITERATURE REVIEW AND
HYPOTHESIS DEVELOPMENT
2.1 AQENCY THEOIY . .oiiiiiie ettt 11
2.1.1 Agency Conflict........cccooviiieie e, 13
2.1.2 AQENCY COSL...cciiiiiiiiiiiiice et 14
2.2 ProfitabDility ........oooeiiiiiie e 16

Xi



2.3

24

2.5
2.6
2.7
2.8

2.2.1 Purpose and Benefit of Profitability Ratio ..............c.c.ccceei. 16

2.2.2  Function of Profitability ...........cccccoviiiiiii e, 17
2.2.3 Indicator of Profitability ............cccooiiiiiiiiiis 18
COSt OF DEDL ... 19
2.3.1 Type of Costof Debt........ccovviiiiiiii, 20
2.3.2 Element in choosing source of debts...........cccceviiiiiiiiiieninnn, 21
2.3.3 Indicator of Cost 0f Debt..........ccceeiiieiiiiiieiieree e 24
TAX AVOTUANCE ..ot siiee et eeeeeeenteeesteeeatee e nneeeenneeeesnneeeanneeeas 25
2.4.1 Criteria of Tax AVOIdaNCe ..........ccceeiiiueeeiiieanieesieesie e 26
2.4.2 Types of TaX AVOIdANCE ........cciireiiieesiieseastee e 26
2.4.3 Indicator of Tax AVOIUANCE ........cceueiiiiueariieneieniine e sieeninns 27
Previous RESEArCH ...........cooiiiiiiiie et ce e 28
Hypothesis Development...............ociieeiiieeiiiee st 29
Research Model...............ooiiiiiiiii i e 29
Framework of ThinKing.........ccoieiiiee i 30

CHAPTER Ill RESEARCH METHODOLOGY

3.1
3.2
3.3
3.4

3.5

RESEAICN DESION. ..civ v iirireiieisiitreeais eeeantaaeanteaeestaeeesneesaenaneesnseeeanes 31
Population and SAMPIE ... cccueeeiiee i 32
Data Collection Method .........ccoiiiiiieiiiiinen it 32
Operational Variable Definition and Variable Measurement............ 33
Data Analysis Method ... .ot 35
3.5.1 DeSCriptive StatiStiC. . ....ccovireciivriiiie it 35
3.5.2 Classical ASSUMPLION TESt......cceiciirreiiireiiire e siee e 36
3.5.2.1NOrmMality TSt ....cuvveeiiie e 37
3.5.2.2Multicollinearity TeSt.......cccccciireiiiieiiie e 38
3.5.2.3HeteroscedastiCity TeSt.........ccvvveiiieeiiiec e 39
3.5.3 Multiple Linear Regression Analysis.........ccccccovveeviveeeiinneenne, 40
3.5.4 Hypothesis ANalYSIS........ccoveiiireiiiieiiiee e 40
3.5.4.1Partial Hypothesis Testing (T-TeSt) ........cccoveeviveeviireecieeee, 40
3.5.4.2 Simultaneous Hypothesis Testing (F-Test) ......cccccccvvvevvnennne. 41

Xii



5.1
5.2

3.5.4.3 Coefficient of Determination (Adjusted R?)...........c.coceuee.. 42

CHAPTER IV RESEARCH RESULT AND DISCUSSION

4.1

4.2

4.3

4.4

General View of Industrials Sector Companies listed on Indonesia

StOCK EXCRANGE ... it 43
Data Analysis and DiSCUSSION...........c.cccuieruiinieiiienie e 53
4.2.1 DeSCriptive STatiStIC........cuveiviiiieiiiericee e 53
4.2.2 Result of Data Quality Testing ........cccoevveiiiiniienieeiieeien, 55
4.2.2.1 NOMANTY TeSt......covvi ittt 55
4.2.2.2 Multicollinearity Test ........ccccoviiieriuiiniiiiieiiieinn, 58
4.2.2.3 AULOCOITEIAtION TESE . iireeiivieitieeiie it 59
4.2.2.4 HeteroscedastiCity TeSt ....ccvoeuriveariinreiineiiieeeiinnns 60
4.2.3 Test model specification / Model Validity .................ce......... 62
4.2.3.1 Coefficient of Determination ............c....cccociviennnnn, 62
4.2.3.2 F-TeSt..ooiiiiiieiieii ettt e 63
HYPOThESIS TESLING ........vveeeeiiieeitieeeiieee e srteeestaaeaneeaeesieeeniaeeesneeee b 64
A3 L T-TESE ..tttk 65
IS CUSSION . ittt st ittt etttk e ke e s ke ke sk e et et e et e b e tb e e e et ean 66

CHAPTERYV  CONCLUSION

(0] 8163 V1] 10 1 H T e S e SRR SRR URTTRT 67
RECOMMENAALION ... oo ot e e oottt e 69
REFERENCES ... 70

Xiii



LIST OF FIGURES

Figure 2.1 Research Model ...........cooiiiiiiiii e 30
Figure 2.2 Framework of ThinKing .........cccccoiiiiiiiin e 31
Figure 4.1 HIiStogram Graph..........cooeeiiieiieeiie e 57
Figure 4.2 Normal P-P P10t Graph .........cccoooiiiiiiiiie e 58
Figure 4.3 Scatterplot Graph for HeteroscedastiCity TeSt..........ccccovvvvveriveeinennn. 62

Xiv



LIST OF TABLES

Table 1.1 Profitability, Cost of debt and Tax Avoidance in industrials sector listed

on Indonesia Stock Exchange in year 2021 to
20022 7
Table 2.5 Previous RESEAICN ........voiiiieiiiie e 28
Table 3.4 Definition of Operational Variable and Measurement of Variable....... 35
Table 4.1 Criteria Of SAMPIE ... i 44
Table 4.2 List of SAMPIE .......cooiiiiiiii e i 45
Table 4.3 DeSCrPtiVe SEAtiSTIC........oxuiriiiiiimiummnneeeeaiieesieeiannnneaanbaeeseeeesneeesees 53
Table 4.4 Normality TeSt RESUIL ..........cccoeeeiiieeiiie et it 56
Table 4.5 MUltiCOIINEAITLY TSt ..........coiieeeiiieeiieecirieesnr it e e nnat e et eneeeesbeeeeeeeas 59
Table 4.6 Durbin Watson Test for Autocorrelation............cccovveiineeiviiieniiiennnnnn 60
Table 4.7 Spearman’s Rho for HeteroscedastiCity ..........coceevriorineeiineeiiieennne, 61
Table 4.8 Coefficient of Determination ..........ceeiutiieeiieeieesee e 63
Table 4.9 Result of Simultaneous Hypothesis Testing ...........cccccceveiivieeiiieennen. 64
Table 4.10 Result of Partial Hypothesis TeStiNg .......cccveeivreeiireiiiieeeieiiie e, 65

XV



LIST OF APPENDICES

APPENDIX A : LIST OF POPULATION AND SAMPLE OF INDUSTRIAL
SECTOR COMPANIES LISTED ON INDONESIA STOCK EXCHANGE FOR

PERIOD 2021-2022.........eei ittt A-1
APPENDIX B : CALCULATION OF PROFITABILITY oo B-1
APPENDIX C : CALCULATION OF COST OF DEBT.....cccccooeiiiiiiieieeiien C-1
APPENDIX D : CALCULATION OF TAX AVOIDANCE.........cccccviviiienen D-1

XVi



