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INTRODUCTION

To be able to operate business activities properly, the company needs adequate sources
of funds. Source of funding is important for business development. The sources of
funding are usually obtained from internal and external parties. Debt is one of the
important sources of funding for companies that can affect the value of the company. If
the company has large debt, then the value of the company will increase compared to if
the company had to use its own capital.

Factors that can affect the cost of debt are agency costs, information asymmetry
problems and also tax factors. Agency costs arise because of the implementation of the
contract so that management as an agent acts in harmony with the goals of the
principals. The problem of information asymmetry in the principal and agent relationship.

Efforts to minimize taxes are often called tax planning. Tax planning is a means by which
taxpayers can minimize the tax payable through the scheme regulated in the tax law.
One of the tax planning strategies is tax avoidance, also known as tax avoidance.

In the cost of debt, the characteristics of the company are also included in the factors
that influence it. One of the characteristics of the company can be seen from the
profitability. Profitability determines decisions in the use of debt for company funding. In
providing loans, creditors will also see the state of the company from the leverage or
debt ratio. Leverage is a ratio that shows the extent to which the company's assets are
financed by debt. Leverage refers to the debt owned by the company.

Tax avoidance can reduce the transparency of the company so that it can lead to agency
conflicts between management and shareholders which causes information asymmetry.
Therefore, it is necessary to apply Good Corporate Governance (GCG) in a company. In
the Indonesian GCG guidelines published in 2006 there are 5 principles of GCG, namely
transparency, accountability, responsibility, independence, as well as fairness and
equality. One of the implementations of GCG itself is institutional ownership.

LITERATURE REVIEW

Agency Theory

Agency theory is the relationship between the principal and the agent. Principal
delegates responsibility for decision making to agent. It can be said that the principal
gives a mandate to the agent to be able to carry out certain tasks in accordance with the
agreed contract. The problem with this theory is that each party has different goals in
controlling the company, especially about how to maximize decisions and the importance
of the results achieved (Suwardjono, 2005). Agents have more information about their
own capacity, work environment, and overall company prospects in the future compared
to principals (Hidayat, 2017).

Trade Off Theory

This theory was first introduced in 1963 by Modigliani and Miller. According to Kaaro in
Tunnisa (2016) the concept of trade off in balancing theory is about how to balance the
benefits and costs of using debt in the capital structure, so it is called the trade-off theory.
If the benefits are greater, then adding debt will be allowed. However, if the sacrifice due
to the use of debt is greater, then the additional use of debt is no longer allowed.

Pecking Order Theory

Pecking order theory is characterized by the emergence of information asymmetry where
managers have more information about the company's prospects. This asymmetry of

571


about:blank

Journal of International Conference Proceedings (JICP) Vol. 4 No. 3, 570-579,
December, 2021

P-ISSN: 2622-0989/E-ISSN: 2621-993X
Https://www.ejournal.aibpm.org/index.php/JICP

information affects the choice of funding from internal or external sources. This pecking
order theory is a sequence of internal (retained earnings) and external (new equity
issuance) sources of funding (Husnan, Suad and Enny Pudjiastuti, 2016).

Cost of Debt

One of the important components used in investment appraisal is the source of
expenditure and asset management is the cost of capital. The cost of capital component
consists of the cost of debt, the cost of preferred stock, the cost of own capital and the
weighted average cost of capital. Capital is the funds used to finance the procurement
of assets and operations of the company. Capital consists of own capital and foreign
capital.

Figure 1. Source of Long-Term Capital

Balance Sheet
Current liabilities

Long-term debt

Assets Stockholders’ equity
Sources of

Preferred stock ;
long-term capital

Common stock equity
Common stock

Retained earnings

Source: (Gitman, 2015)

Debt can be obtained from financing institutions or by issuing debt acknowledgments
called bonds. The cost of debt that comes from the loan is the interest that must be paid
by the company. Meanwhile, the cost of debt by issuing bonds is the required rate of
return expected by investors which can be used as a discount rate in finding the value of
bonds.

Tax Avoidance

Tax avoidance are obstacles that occur in tax collection, resulting in reduced state
treasury revenues. Taxpayers always want a small tax payment, because of this, the
taxpayer avoids taxes, both legal and illegal. Tax avoidance that is legal is called tax
avoidance while tax avoidance that is illegal is called tax evasion.

Tax avoidance is characterized by fraus legis, namely the gray area whose position is
between tax compliance and tax evasion. Broadly speaking, tax avoidance is carried out
in 3 ways, namely postponing income, tax arbitrage by utilizing differences in general
rates related to individual taxpayers, and tax arbitrage to take advantage of different tax
treatment.

Profitability

Profitability is the company's ability to generate profits during a certain period (Munawir,
2014). In a company, profitability is measured by the ability to use its assets productively.
Profit is often one of the measures of company performance. If the company has a high
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level of profit, it can be said that the company's performance is good. Vice versa, if the
company's profit is low, the company's performance is not good.

Profitability ratios describe how the company's ability to generate profits from revenues
related to sales, assets and equity. Profitability ratios are used to assess and also
measure the company's financial position in a certain period. The definition of the
profitability ratio according to Kasmir (2014) is the ratio used to assess the company's
ability to seek profit.

Leverage

Leverage the existing financial condition in the company by describing the financial ratios
through the relationship of the company's debt with capital and assets in the company.
Leverage or debt ratio is a ratio that compares total liabilities with total equity owned by
a company at the end of the year. According to Lim (2012), leverage is positively related
to the cost of debt. If the company has high leverage, the source of funding used by the
company comes from debt.

There are several ratios used as indicators for measuring leverage as described by
Kasmir (2014), namely debt to equity ratio (debt to equity ratio), debt ratio (debt ratio),
and time interest earned ratio.

Institutional Ownership

Ownership structure is the difference between company ownership and company
managers. The ownership structure in this case is institutional ownership in the
management monitoring role. Institutional ownership is the most influential party in
decision making because of its majority nature as share owners.

Institutional ownership is the percentage of shares owned by institutions (Pasaribu,
Topowijaya and Sri, 2016). This institutional ownership is a tool that can be used to
reduce conflicts of interest in a company. Institutional ownership has an important
meaning in monitoring management because institutional ownership will encourage a
more optimal level of supervision.

Hypothesis

The Effect of Tax Avoidance on the Cost of Debt

In carrying out business activities, the company always strives to generate high profits.
Therefore, the company tries to reduce expenses that are considered capable of
reducing the level of profit expected by the company. One way is by paying taxes. This
tax avoidance is deliberately carried out by the company in order to reduce the level of
tax payments made by the company. In a study conducted by (Santosa & Kurniawan,
2016) stated that ETR is considered to have the opposite relationship with tax avoidance.
The higher the ETR value of a company, it indicates that the lower the tax avoidance and
the lower the cost of debt from the company.

H1 = Tax avoidance has a positive effect on the cost of debt.

The Effect of Profitability on Cost of Debt

In this study, profitability is proxied through Return On Assets (ROA). The higher the
ROA value, the better the financial performance. Research conducted by Awaloedin &
Nugroho (2019) states that one of the company's characteristics can be seen from
profitability. If the ROA value increases, the company's profitability also increases. If the
profitability of a company is high, the company tends to use high internal funds in
financing so that the use of external funds in the form of debt will be lower. Some of the
advantages it has as an internal source in terms of financing.

H2 = Profitability has a negative effect on the cost of debt.
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The Effect of Leverage on Cost of Debt

Leverage is a ratio that describes the relationship between the company's debt to capital.
This ratio is used to assess how far the company's assets are financed by debt.
Companies that have a high level of leverage have a higher cost of debt. Research
conducted by Sri Amanda Fitriani (2017) states that the higher the leverage, the higher
the company's risk level will also be. One of the risks that arise is the company's default
which will cause the cost of debt to be higher. Research conducted by Awaloedin &
Nugroho (2019) also states that the lower the leverage ratio value, the smaller the risk
experienced by creditors when dealing with their capital in the company.

H3 = Leverage has a positive cost of debt.

The Effect of Tax Avoidance and Institutional Ownership as Moderators on the
Cost of Debt

Tax avoidance can reduce company transparency and can lead to asymmetric
information or information inequality. For this reason, the implementation of corporate
governance in a company is very important. One of them is that with institutional
ownership there will be better control.

H4 = Institutional ownership is able to moderate the effect of tax avoidance on the cost
of debt.

The Effect of Profitability and Institutional Ownership as Moderators on the Cost
of Debt

Institutional ownership is the large proportion of company shares owned by other
external institutions. The high level of institutional ownership will increase the profitability
of the company. A high level of profitability in a company also indicates that the company
can pay its debts well. According to research conducted by Azizah (2016), one of them
is that with institutional ownership there will be better control.

H5 = Institutional ownership is able to moderate the effect of profitability on the cost of
debt.

The Effect of Leverage and Institutional Ownership as Moderators on the Cost of
Debt

Institutional ownership has an important role in overseeing the running of a company's
business. Institutional ownership is also considered to be able to minimize agency
conflicts that occur between managers and shareholders. Institutional ownership is also
able to reduce the company's cost of debt. Due to the monitoring carried out effectively
by the institutional side, it can encourage management to improve the company's
performance.

H6 = Institutional ownership is able to moderate the effect of leverage on the cost of debt.

RESEARCH METHOD

According to Sugiyono (2012), the population is a generalization area consisting of an
object or a subject that has certain qualities and characteristics determined by the
researcher which will later be studied and also then a conclusion will be drawn. The
sample is an integral part of the population. This research uses purposive sampling
technique. According to Sugiyono (2016) purposive sampling is a sampling technique
with certain considerations. The following is a table of sample selection from this study:
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Table 1. Sample Selection Criteria

Number of

No Criteria .
Companies

Property and real estate companies listed
1 on the Indonesia Stock Exchange (IDX) for | 48
the 2016-2019 period.

Property and real estate companies that
2 did not report financial statements in a row | (1)
in 2016-2019.

Property and real estate companies that
3 do not publish financial statements in (4)
rupiah.

Property and real estate companies that
4 experienced losses during the year of (12)
observation.

Property and real estate companies that )
do not have institutional ownership data.
Number of companies earned 22

Number of samples obtained 88

Moderating Regression Analysis or interaction test is a special application of linear
multiple regression where the regression equation contains an interaction element
(multiplication of two or more independent variables). The following equation formula is
used:

CODit = a + B1ETRit + B2ROAIt + B3DERit + B1ETRit * Klit + B2ROAIt * Klit + B3DERit
* Klit + it

RESULTS
Descriptive Statistical Analysis
Descriptive statistical analysis is used to be able to analyze data by describing or

describing the data that has been collected.

Table 2. Descriptive Statistics Test Results — Before Outlier

Variable | N | Minimum | Maximum | Mean St. Deviation
ETR 88 | 0,000 158,938 | 3,07122 | 19,611896
ROA 88 | 0,002 0,5447 0,5447 | 0,55773
DER 88 | 0,0000 0,74090 | 0,7409 | 0,511042
COD 88 | 0,000 0,03217 0,3217 | 0,034668

Kl 88 | 0,323 0,995 0,75951 | 0,182268

It can be seen in Table. 2 that the mean value of some variables is smaller than the
standard deviation value. Usually there are data outliers (data that are too extreme)
which results in the data not being normally distributed.
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Table 3. Descriptive Statistics Test Results — After Outlier

Variable | N | Minimum | Maximum | Mean St. Deviation
ETR 64 | 0,000 0,382 0,07445 | 0,081120
ROA 64 | 0,004 0,124 0,4745 | 0,034391
DER 64 | 0,000 1,832 0,77538 | 0,472089
COD 64 | 0,000 0,090 0,3452 | 0,022842
Kl 64 | 0,323 0,995 0,77738 | 0,173425

Classic Assumption Test

Normality Test

Normality test is useful to test whether in the regression model, the variables studied
have a normal distribution or not. Testing for normality in this study used the One Sample
Kolgomorov Sminov Test.

Table 4. Kolmogorov-Smirnov Test (K-S) — Before Outlier Test

Significance Level | Asymp. Sig | Conclusion
0,05 0,000 Data Not Normal Distributed

It can be seen in Table 4 that the Asymp value. Sig. (2-tailed) is 0.000. When viewed
from the criteria, the value is < 0.005, so it can be concluded that the data is not normally
distribute.

Table 5. Kolmogorov-Smirnov Test (K-S) — After Outlier Test

Significance Level | Asymp. Sig | Conclusion
0,05 0,200 Data Normal Distributed

From Table. 5 can be seen that the value of Asymp. Sig. (2-tailed) is 0.200. Based on
the existing criteria, if the K-S test value is significant > 0.05, it indicates that the data is
normally distributed.

Multicollinearity Test

This multicollinearity test was carried out by looking at the tolerance and Variance
Inflation Factor (VIF) values. The results of the tolerance and VIF values in the table
below show a tolerance value > 0.10 and a VIF value < 10 which indicates that there are
no symptoms of multicollinearity

Table 6. Multicollinearity Test Results

Variable | TOL | VIF Conclusion

ETR 0,548 | 1,824 | There is no multicollinearity
ROA 0,841 | 1,188 | There is no multicollinearity
DER 0,818 | 1,222 | There is no multicollinearity
Kl 0,590 | 1,694 | There is no multicollinearity

Autocorrelation Test

The autocorrelation test aims to determine whether in a linear regression model there is
a correlation between the confounding error in period t and the confounding error in
period t-1 (previous) using the Durbin Watson test. The calculation results show that the
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DW value of 1.842 lies between dU and (4-dU) which is 1.7303 < 1.842 < 2.2697. So, it
can be concluded that there is no autocorrelation in the regression used in this study.

Heteroscedasticity Test

The heteroscedasticity test was carried out using the Glejser test. The overall
significance value of the independent variables is above 0.05 with the tax avoidance
variable being 0.766 and the profitability variable being 0.202, then the leverage variable
being 0.102 and the institutional ownership variable being 0.993. From the existing
criteria if the value of Sig. > 0.05 then there is no symptom of heteroscedasticity and the
test results show an overall value of > 0.05. So it can be concluded that in this study
there were no symptoms of heteroscedasticity.

Moderation Regression Analysis
The following is the equation of the moderation regression analysis of this study:

Y =0,223 - 0,116 ETR — 1,793 ROA - 0,83 DER + 0,110 ETR*KI + 1,757 ROA*KI +
1,115 DER*KI

DISCUSSION

The Effect of Tax Avoidance on the Cost of Debt

In tax management, tax planning is the main step taken. The source of funding itself
comes from external and internal. One of these external sources is debt. The relatively
low cost of debt will reduce the risk of default on the company's debt, which will have
less impact on tax avoidance.

The Effect of Profitability on Cost of Debt

When the company has high profitability, the company will allocate some of its profits as
internal sources in terms of company financing. If the company's internal funding sources
are high, then the company uses low external funds or does not use external funding at
all. The higher the value of profitability, the lower the cost of debt in a company.

The Effect of Leverage on Cost of Debt

The company bases its funding decisions on the optimal structure. Companies with high
cost of debt and business risk should use a lower debt level than companies with low
cost of debt and business risk. However, as long as the cost of debt is considered
capable of providing higher benefits when compared to the risks that arise, the company
will continue to increase leverage.

Effect of Tax Avoidance and Institutional Ownership as Moderators on the Cost of
Debt

The existence of institutional ownership is considered capable of being an effective
monitoring tool for a company. In this study, the presence or absence of institutional
ownership can’t affect tax avoidance on the cost of debt. This happens because the
ownership structure in Indonesia is still unclear between ownership and control.

Effect of Profitability and Institutional Ownership as Moderators on Cost of Debt
A high level of institutional ownership will increase the value of the company's
profitability. Institutional ownership is believed to have good ability in supervising
management performance, so that optimal supervision can be created and company
value will be better.
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Effect of Leverage and Institutional Ownership as Moderators on the Cost of Debt
Institutional ownership is able to encourage a more optimal level of supervision. If the
level of institutional ownership is high, it will lead to greater supervisory efforts by
institutional parties so as to prevent opportunistic behavior by managers.

CONCLUSION

Based on the results of hypothesis testing, it can be concluded that the results of this
study are tax avoidance and have a positive and insignificant effect on the cost of debt.
Profitability has a negative and significant effect on the cost of debt. Leverage has a
negative and significant effect on the cost of debt. Then institutional ownership is not
able to moderate the effect of tax avoidance on the cost of debt. Meanwhile, institutional
ownership is able to moderate the effect of profitability and leverage on the cost of debt.
This research only focuses on the property and real estate sector. Therefore, the
researcher recommends to expand the analysis of the sector and used and extend the
research period in order to be able to present the actual situation to all companies. Future
researchers are expected to be able to use different proxies for the variables of tax
avoidance, profitability, leverage, so that these variables can be seen from the other side.
For further researchers, it is hoped that they can add variables related to the company's
external conditions, for example economic conditions that affect the cost of debit.

ACKNOWLEDGMENT
Thank you to the State University of Jakarta for helping funding researchers to participate
in this conference and also to the lecturers who have helped and guided researchers.

DECLARATION OF CONFLICTING INTERESTS
We declare that we have no conflict of interest with the WIMAYA Yogyakarta 2021
committee or staff from AIPBM or any conflict regarding to this article.

REFERENCES

Awaloedin, D. T., & Nugroho, R. (2019). PENGARUH UKURAN PERUSAHAAN RASIO
UTANG DAN UMUR PERUSAHAAN TERHADAP BIAYA UTANG (Studi pada
Perusahaan Manufaktur yang Terdaftar di Bursa Efek Indonesia tahun 2015-
2017). ISSN 2502-3632 (Online) ISSN 2356-0304 (Paper) Jurnal Online
Internasional & Nasional Vol. 7 No.1, Januari — Juni 2019 Universitas 17 Agustus
1945 Jakarta, 53(9), 1689-1699. www.journal.uta45jakarta.ac.id

Azizah, K. (2016). Pengaruh Penghindaran Pajak Terhadap Biaya Hutang Dengan
Kepemilikan Institusional Sebagai Variabel Moderasi Pada Perusahaan
Manufaktur Yang Terdaftar Di Bursa Efek Indonesia Periode 2013-2015.
Accounting Analysis Journal, 1-124.
http://dl.acm.org/citation.cfm?doid=2505515.2507827

Gitman, L. (2015). Principles of Managerial Finance (L. Gitman (ed.); 14th ed.).

Hidayat, T. A. (2017). “Pengaruh Struktur Modal, Kebijakan Dividen, Profitabilitas
terhadap Nilai Perusahaan pada Perusahaan Manufaktur”. Jurnal limu & Riset
Manajemen, 6(5).

Husnan, S., & Enny, P. (2002). Dasar — Dasar Manajemen Keuangan.Yogyakarta: Unit
Penerbitan dan Percetakan Akademi Manajemen Perusahaan YKPN.

Kasmir. (2014). Analisis Laporan Keuangan, Edisi Pertama, Cetakan Ketujuh. Jakarta:
PT. Rajagrafindo Persada.

Lim, T.C. (2012). Determinants of Capital Structure Empirical Evidence from Financial
Services Listed Firms in China. International Journal of Economics and
Finance.4(3).

Munawir. (2014). Analisis Laporan Keuangan. Yogyakarta: Liberty.

578


about:blank

Journal of International Conference Proceedings (JICP) Vol. 4 No. 3, 570-579,
December, 2021

P-ISSN: 2622-0989/E-ISSN: 2621-993X
Https://www.ejournal.aibpm.org/index.php/JICP

Pasaribu, M.Y., Topowijono., & Sulasmiyati, S. (2016). “Pengaruh Struktur Modal,
Struktur Kepemilikan Dan Profitabilitas Terhadap Nilai Perusahaan Pada
Perusahaan Sektor Industri Dasar Dan Kimia Yang Terdaftar Di Bei Tahun 2011-
20147, Jurnal Administrasi Bisnis (JAB), Vol. 35, No. 1, 154-164

Santosa, J. E., & Kurniawan, H. (2016). Analisis Pengaruh Tax Avoidance Terhadap
Cost of Debt Pada Perusahaan Manufaktur Yang Terdaftar Di Bei Selama Periode
2010-2014. Modus, 28(2), 137. https://doi.org/10.24002/modus.v28i2.847

Sri, A.F. (2017). Pengaruh Penghindaran Pajak (Tax Avoidance) Terhadap Biaya Utang
Pada Perusahaan Manufaktur Yang Terdaftar Di Bursa Efek Indonesia.

Sugiyono. (2012). Metodologi Penelitian Bisnis. Edisi Enam Belas. Bandung: CV
Alfabeta.

Sugiyono. (2016). Metode Penelitian Kuantitatif, Kualitatif dan R&D. Bandung: PT
Alfabet.

Suwardjono. (2005). Teori Akuntansi: Perekayasaan Akuntansi Keuangan. Edisi Kedua
BPFE: Yogyakarta

Tunnisa, F. (2016). Pengaruh Struktur Modal Terhadap Nilai Perusahaan Dengan
Profitabilitas Sebagai Variabel Intervening Pada Perusahaan Manufaktur Di Bursa
Efek Indonesia. Skripsi. Makassar: UIN Alauddin.

579


about:blank

