TABLE OF CONTENTS

Page

APPROVAL OF THESIS ....uuiiiniiinninnsnicsnicssnisssssssssssssssssssssssssssssssssssssssssssssssassss ii
APPROVAL OF THESIS EXAMINATION PASSAGE iii
THE ORIGINALITY OF THE THESIS iv
MOTTO AND DEDICATION ...ccuiiiuinruisrensnssanssessanssssssessssssasssssssssssssssssasssasssssss v
ABSTRACT .uueiuiiviceniinsninseissssssnsssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssses vi
ABSTRAK auoiitiiiiiiniissninsensssssisssnsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss vii
FOREWORD ....ccocuiiiiiiniiniiisnisssisssissssssssssssssssssssssssssssssassssssssssossssssasssssssssssssass viii
TABLE OF CONTENTS xi
LIST OF TABLES xiii
LIST OF FIGURE Xiv
LIST OF ATTACHMENT .....ucoviinuininninsnnsnssanssnsssesssssssssnsssssssssssssssssssssssssassses XV
CHAPTER I INTRODUCTION.....ucccvrninsuissensumssanssesssessassesssnssssssssssssasssasssssss 1
1.1. Background of the Problem..............cooceiiiiiiiiiiiiniiieeeeeee e, 1
1.2. Formulation of the Problem............cccoociiiiiiiiieniiieiieiicecee e 9
1.3. Objectives and Benefits .........ccccecueriiririiiniiniiiiiiccccncceceeceee 10
1.3 1. OB ECTIVES .cuvteeuiieniieeiieeiie et etee et eeeteebeesaaeenseesseeensaesseaesseenseesnseeseeenns 10

1.3.8 Benefits. puddhe i S —— ... N 11

1.4. Systematic Of WITHING ...cc.eecvieiieiiieitieeieeiee et etee e este e aeereeseaeeneens 13
CHAPTER II LITERATURE REVIEW ... 16
2.1. Theoretical FOundation.............cceccueerieriiieniieeiieie e 16
2.1, 1. AGENCY TREOTY .eooueiieeiiieeiiee ettt e et e e 16
2.1.2.51gnalling ThEOTY ..c.eeiuiiiiriiiiirietc et 22
2.1.3.TaX AGEIESSIVEINESS ...uvvreeereeeereearreeetreenareesseeessseeessseesnsseesssseesssseesns 26
2.1.4.Earnings QUAlItY.......ccceviirimiinieiniiiiinieeeeesiee et 28
2.1.5.C0St Of EQUILY...ccoiiiiiiiiieieeei et 31
2.1.6.Law Number 7 of 2021 (UU HPP) and PMK 172/2023 .................... 33
2.1.7.The Covid-19 Pandemic and Financial Distress ..........ccccceevveeennennne 35

2.2. Previous ReSearches ............ccoeoiiiiiieiieniiieie et 39
2.3. Theoretical Framework............ccceriiiiriiiiiiiiicieeee e 44
2.4, HYPORESES. ...ttt ettt ettt e 46
2.4.1.The Effect of Tax Aggressiveness on Cost of Equity (H1)................ 47
2.4.2. The Effect of Tax Aggressiveness on Earnings Quality (H2)............ 48
2.4.3.The Effect of Earnings Quality on Cost of Equity (H3) .......ccc........ 49
2.4.4. The Mediating Role of Earnings Quality (H4).......cccccoevieviiniiennnnnne. 50
CHAPTER III RESEARCH METHODS 54
3.1.Research Variables and Operational Definitions Variable.......................... 54
3.1.1.Independent Variable: Tax Aggresiveness (X) .....ccoceeevveerverrveennnenne 56
3.1.2.Mediating Variabel: Earnings Quality (M) .......cccceevvvveriiieinieeeieenne 61
3.1.3.Dependent Variable: Cost of EQUIty (Y)...ccccvervieriiienieeiienieeiieee 65
3.1.4.Control Variables ..........coocueiiieiiiiiiiiieeieeee e 70

X1


T.INDUSTRI 4
New Stamp


3.2. Population and Sample ..........ccoeviiiiiiiiiieiieiieee e 82

3.2.1.Research Population...........ccceeeiieeiiieciiieeie e 82
3.2.2.Sampling TeChNIQUE.........cceevvieriieriieiiieiie ettt 83
3.2.3.Sample Selection Results ..........cceeeviiiiiiieiiiiececceeee e 85
3.3.Data Types and SOUICES.......ccccvieriiiiiieniiieiierre ettt ettt eebee e eneeens 86
3.3.1.Type Of Data.....ccevieeiieeieeeee et 86
3.3.2.S0Urce 0f Data......cccuevuieiiiiiiiieieeieeee e 87

3.4. Methods of Collecting Data..........cceeeeuieeriiieiiieeeiie e 90
3.5. Methods Of ANALYSIS ....cccviiviieitieiieiie ettt 92
3.5.1. Descriptive Statistical ANalysiS......cccceeevvieerieeriieeeie e 92
3.5.2.Classical AsSUmMpPtion TeStS.......c.cceeereiieruieeiiieniieeiieniie e eeee e 93
3.5.3.Panel Data Regression Model Selection ...........c.ccoceeveevienicneeniennnene 95
3.5.4.Panel Data Regression Analysis and Hypothesis Testing.................. 96
3.5.5.Path Analysis and Metiation Test (H4) ......cccoooeiiiiniiiiiiniiiie 98
CHAPTER IV RESULTS AND ANALYSIS....ccoviinvinensissensaecsencsessaecsnssnenes 103
4.1. Description of the Research Sample..........cccooeveviiiiiiiiiniieiciecee, 103
4.1.1.SamPle OVEIVIEW ...cuviiiiieiieiiieiiesiie et eiee e eaee st et sieeeaee e 103
4.1.2.Outlier Detection and Treatment............cceceeveeverieneeienieneeienne 103

4.2. DAt ANALYSIS ..eeutiiiiiieitieeiieiie et te ettt ettt et st sae e et st 104
4.2.1.DeSCTIPtiVe STATISEIC. ...eeevvrerereeiieeiieeieestiesreeieeeeeeeneesreeseesnneeseenenas 104
4.2.2.Classical Assumption Test .........ccceevueerieriiiiiiieniieiierie e 107
4.2.3.Model Spesification and Selection...........cccecveeveerierieenieeneeeieennen. 114
4.2.4. Hyphothesis Testing Result and Interpretation ...........cc.ccceeeeenennnee. 120
CHAPTER V CONCLUSION .....ccoviivinsuicsenssesssmsssssessaessassssssssssssssessssssssssesss 130
5.1, CONCIUSION ..ttt ettt 130
5.2  LIMIEATION .eeiiiiiiiiiie ittt ettt ettt sttt s 132
5.3, SUGEESTION ..eieiiiieeiiie ettt ettt e et e et e et ee e sebeesnaaeeenaaeeenaeesneeeens 133
5.3.1.Suggestion for Corporate Management............cccceeveeveneeniereeneenens 133
5.3.2.Suggestion fOr INVESLOTS.........eeeriieeiiieeiieeeiie et 134
5.3.3.Suggestion for Regulatory Authorities...........cccoceeverviiniencriicnennens 134
5.3.4.Suggestion for Future Research .........cccccoeiiiiiiiiiiniiiineeee 135
BIBLIOGRAPHY 137
APPENDIX. = ... B . R B B . BEFN.................... 144

Xii


T.INDUSTRI 4
New Stamp


