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Abstract
The aim of this research is to examine the effect of tax planning on e

moderating variable of institutional owne
planning and income management.
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agement, Inglitutional

INTRODUCTION

(S which are the result of managing the
2016) stated that in companies

fuse it needs to be improved with the aim of
is necessary to improve the quality of earnings to

management iSO obtain relief on profits from the tax burden that a company will
receive. The less profit a company makes, the less tax it will pay. Earnings management
practices can help minimize the taxes they have to pay.

Earnings management occurs or is thought to be carried out to obtain benefits
from actions taken by managers or preparers of financial reports in the organization's
financial reporting process with the aim of expecting profits from what has been done
(Yuliza et al., 2020). Profit management activities are often carried out by large
companies with the aim of generating profits for the company and the managers
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themselves. Because motivation is the goal of managers to implement various methods
to achieve the desired goals.

Earnings management as deliberate management intervention in the process of
determining income for the purpose of personal gain. The purpose of the intervention
here is @ manager's attempt to influence information in financial reports with the aim of
manipulating interested parties who want to know the performance and status of a
company. Often this process involves beautifying the company's financial statements,
especially the lowest profit numbers. The factor that drives earnings management
practices is the difference in interests between companies, management and
government. Apart from these factors, earnings management is also influenced by
factors such as tax planning.

Tax Planning or what can be called planning leads to the p

motive of companies engaged in tax planning is to achi tax savi
with tax laws and regulations.
Tax planning is defined as the efforts of g#flaxpayer I
minimize their tax obligations for income tax ggfother tax aflgdaps. mpany itgl

jt®Can be profd

Another wa geny's financial reports using
gP’manage profits by increasing,

ownership mi earnings management practices, but depends on large ownership,
so that it can mbnitor managers which can motivate managers to carry out earnings
management.

Phenomena related to earnings management practices have occurred in several
large companies in Indonesia, one of which occurred in 2010 at a mining company in
Indonesia. Indonesia Corruption Watch (ICW) has reported an alleged false report that
the sale of three coal mining companies owned by Indonesia, the Bakrie Group, has been
submitted to the General Tax Authority. ICW suspects that PT Bumi Resource Tbk and
its subsidiaries caused state losses of US$ 620.49 million from the reported work.

PT Bumi Resources Tbk sales reports are presented as ICW calculations using
various raw data including audited financial reports. During 2003-2008 there was US$
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1.06 billion lower than the actual one. As a result, the state's losses (royalties) due to
insufficient coal production are estimated at US$ 143.18 million. State losses due to tax
default reached US$ 477.29 million.

The next phenomenon was the disclosure of accounting scandals worth 151
billion yen or the equivalent of US$ 1.2 billion over five years at Toshiba, Japan.
According to the findings of an independent committee from the company's finance
team. The examination began in April 2015 when he noticed irregularities in his energy
sector accounting practices. The Independent Team Committee took over the
investigation in May 2015. As a result of this incident, Toshiba canceled year-end
dividend payments. Toshiba also asked analysts to provide investment advice and
earnings estimates. After the fraudster was exposed, Toshiba's shargs plunged, falling
20% in April, losing around 1.673 trillion yen or the equivalent of d billion of the
company's market value.

The case above is an attempt by Toshiba Corporatiog
management with the aim of obtaining profits when preg
Corporation Japan's profits increased to US$ 1.2 hi
including shareholders, investors and all other stz

ng finang ]
On in five [
®holders syigr [
One of the factors that influence earnings mag@Gement is ani
C
gs

apan to carry O

* Income,

management is tasked
profit. The purpose gf ishi nvestor interest in the
ain principle of sustainability
important for companies to

iffcsearch conducted by (Zakia et al., 2019) found that institutional
ownership doeSg#t have a significant effect on earnings management. This finding is in
line with research (Saputra, 2018) which found that institutional ownership of a company
has a significant positive effect on company management (Purnama, 2017). Between
Managed Ownership and Accrual Management.

(Mahariana & Ramantha, 2014) conducted similar research on "The Influence of
Marginal Ownership and Institutional Ownership on Profit Management of Manufacturing
Companies on the Indonesian Stock Exchange." Marginal ownership has a positive
impact on earnings management. These results indicate that an increase in a company's
executive shares can create reasonable company performance and encourage managers
to act more carefully, because they share the consequences of every action they take.
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The many differences in research results regarding the influence of tax planning
and institutional ownership are the motivation and reason for researchers to carry out
this research to see whether the findings of this research are different from previous
research. The difference between this research and previous research is that this
researcher used manufacturing companies in various industrial sectors listed on the
Indonesia Stock Exchange, which allows for many opportunities to carry out earnings
management practices. This research will use data from the last year 2015-2020.

This research aims to achieve two main objectives based on the problem
formulation that has been proposed. First, this research aims to analyze and prove that
tax planning has an influence on earnings management practices. Second, another
objective is to analyze and prove the role of institutional ownership @ a moderator in
the relationship between tax planning and earnings management. is research is

' planning,

research. Further regarding profit issues ag )

RESEARCH METHOD a
The object of research i research ighto achieva§er certain gQ
proven objectively. The aim gfthis researgh is amiine the effeciy®

ribed in Table 3.1, which includes
data collection, data processing and

consecutively @@ the period, published complete annual financial reports, used the
Rupiah currency, and recorded consecutive profits during the 2015-2020 period.

The data collection method uses documents from the company's annual financial
reports taken from the official IDX website. The variables in this research involve Profit
Management (Y), Tax Planning (X), and Institutional Ownership (Z) as moderating
variables.

Data analysis was carried out using quantitative descriptive analysis methods and
multiple regression analysis using the SPSS version 25 application. Classic assumption
tests, such as normality tests, multicollinearity tests, autocorrelation tests, and
heteroscedasticity tests, were used to ensure the feasibility of the regression model.
Hypothesis testing involves the coefficient of determination (R2), the F statistical test,
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and the T statistical test to assess the influence of the independent variable on the
dependent variable.

RESULTS AND DISCUSSION
A. Results
1. Results Analysis Descriptive

Table 1. Results Analysis Descriptive

Description Statistics Variable Study

N Minimum Maximum Mea
Management Profit 60 -1.1641 G

Planning Tax 60 .0288
Institutional 60 .1567
Ownership

X*Z 60 .0117

Valid N (listwise) 60
Source: Outputs SPSS,

a picture @f the mi m, maxjgfm, average
for eacheres v’riable is objg@hed, namely as

Based on the table abqg
and standard deviation va
follows:

a. Management Prg

the Star company Petrochem Tbk in 2018 obtained 0.0288,
while the |agg@St tax planning occurred at the company Astra Otoparts Tbk in
2018, namely obtaining 1,0000. The standard deviation value is 0.2586618
and the average number for tax planning is 0.702150.

c¢. Institutional Ownership
Based on the table above can said that from 10 sample of companies in various
industrial sectors for the 2015-2020 period, the institutional ownership that
received the smallest data was from the company Astra Otoparts Tbk in 2015,
namely obtaining 0.1567, while the largest institutional ownership occurred in
the company Indo Rama Synthetic Tbk in 2015, namely obtaining 0.9802. The
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standard deviation value is 0.2441117 and the average amount for
institutional ownership is 0.664783.
2. Test Assumption Classic
a. Normality test
Normality Test via Normal PP Plot is a normality test which aims to
test whether a regression model, related variables and independent
variables both have a normal or close to normal distribution.
The following is a picture showing the normality test via the Normal
PP Plot as follows:

Normal P-P Plot of Regression Standardized Residual

Dependent Variable: Manajemen Laba

1.0

08

08

0.4

Expected Cum Prob

02

0o
0.0

bse.rv dWob
Fig M}Test Nor
r ts SPSS
Based e pi [ be seen that this research model
S suitable ¢
i ia t‘

lity because dot, dot, dot on data in on
a diagonal direction.
is tested for normality, with the aim of
than 0.05, then the residual data is not normally distributed. Based on this
description, the researcher has the following Kolmogorov-Smirnov one
sample normality test:

les meet and do not meet the normality
b. Multicollinearity Test

The multicollinearity test is a test that tests whether a regression
model can find a relationship between independent variables. To detect can
observe There is or not multicollinearity on model regression of tolerance
values and Variance Inflation Factor (VIF).

B 1.0
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If the VIF value is < 10 and the tolerance value is > 0.10, there are
no symptoms of multicollinearity. The results of the multicollinearity test
are as follows:

Table 2. Multicollinearity Test Results

Model Collinearity Statistics
Tolerance VIF
1 (Constant)

Planning Tax 103 9,684

Institutional Ownership ,050

X*Z .031

Source: Outputs SPSS, 2022

Multicollinearity Tolerance and VIF Tesi®ecision ing Daga No
happen Multicollinearity If mark toleranceg#0.100 A 00.1
Test Multicollinearity Which done by rggfarcher th
to the Multicollinearity Test as follg

ptom Multi

VIF
a. Planning Tax

Tolerance Value
a. Planning Tax that is 0. o there %
b. Ownership Institutiqgéf that is O.(&I}ul I

At is 9,684 so symptops

X

b. Ownershipgfistitution ti so Happ
c. Autocorrgfati x
r which aj
- - p V
! n _ .

st Results Autocorrelation
Model Summary P

Adjusted R Std. Error of Durbin-
Model R Square Square the Estimate Watson
1 .012-.041 .7485423 1,406
a. Predictors: (Constant), X*Z, Planning Tax, Institutional Ownership
b. Dependent Variable: Profit Management

Source: Outputs SPSS, 2022

Based on the results of the autocorrelation test table above, Durbin
Watson shows the requirements for passing the Durbin Watson 1-3
autocorrelation test with a value of 1.406. Therefore, it can be concluded
that the results of this study do not show autocorrelation.

d. Heteroscedasticity Test
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Test heteroscedasticity is testing which aim For testing whether there
are differences in a variable from one observation to observation other in
something model regression. When One variable set to another, it is called
heteroscedasticity. A scatterplot plot can be used to determine
heteroscedasticity. The absence of any particular pattern shows that model
regression No own problem heteroscedasticity.

Following is results test heteroscedasticity:

Scatterplot

Dependent Variable: Manajemen Laba

Regression Studentized Residual
L
L ]
L]

using the program are obtained as follows:

Table 4. Test Analysis Regression Multiple
Coefficients

Model Unstandardized Standardized
Coefficients Coefficients
B Std. Error Beta
1 (Constant) - ,347 ,980
Tax Planning ,686 1,172 ,242
Institutional 1,349 1,790 ,449
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Ownership
X*Z -1,600 2,159 - ,562
a. Dependent Variable: Management Profit
Source: Outputs SPSS, 2022

Based on the results of data processing through multiple regression
analysis in the table in on, so big influence each variable which used in this
research are as follows:

Y=a+bixl+xl*z+e..
Y= -347+ 686 + 1,349 — 1,600+ e
Where:

Y = Management profit

a = Constant

B = Coefficient Regression

X = Planning Tax
z
E

= Ownership Institutional As Variabl
= error

ve, it can @ seen that if all
earningg” management will

the independent variables provide almost all the information, but if the R 2
valie js close to 0, then the independent variables provide limited
information.

Following is results from calculation Coefficient Determination (R 2)
as follows:
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Table 5. Results Test Coefficient Determination (Rz)

Model Summary °
Adjusted R  Std. Error of the
Model R R Square Square Estimate
1 1102 .012 - .041.7485423

a. Predictors: (Constant), X*Z, Planning Tax, Institutional Ownership

b. Dependent Variable: Profit Management

Source: Outputs SPSS, 2022

As can be seen in the table above, the coefficient of,
-0.041, which means the % influence of variablg
simultaneously. On column model summary, R Squag

percentage variable X is 12%.
b. F Test Results

ctermination is
variable Y
fat is mark

Model

1 Regression
Residual
Total

a. Dependent

Table 7. T Test Results

Coefficients 2

Unstandardized

Standardized

Coefficients Coefficients
Model B  Std. Error Beta t Sig.
1 (Constant) - ,347 ,980 ,354 ,725
Planning ,686 1,172 ,242 ,585 ,561
Tax
Ownership 1,349 1,790 ,449 ,753 ,454
Institutional
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X*Z -1,600 2,159 - ,562 ,741 ,462
a. Dependent Variable: Management Profit
Source: Outputs SPSS, 2022

The t-test is a test used to test the significance of a regression
coefficient or the influence of each variable partially. As seen in the table
above, it can be seen that the t test was carried out by comparing t-count
and t-table, the significance level is 0.05, degrees of freedom (df) = nk-1,
namely 60-2- 1 = 57 (where n is the number sample and k is the number
of independent variables, the t-table is 2.00247. Then thegdest results can
be expressed as:

1. Influence Planning Tax to Management Profit
Judging from table 4.9, a significant value fo

management.
2. The Moderated Influence of Ta
Earnings Management.

A

|Sltutional (

Looking at table 4.9, the gi#hificant w e
moderating variable is the“sign t value jg

0.05. So it can be g moblerating vag@ble institutional
C the relafi@fship between tax

difference interest between
panies want to pay the lowest

manager who implement profit management, because effective tax
planning affects the profits generated by the business. However, the results
of this study do not show that tax planning influences earnings
management.
2. Influence Planning Tax Which moderated Ownership
Institutionalism towards Profit Management
Company use plan tax for minimize their corporate tax payments. To
obtain tax benefits, companies try to plan their taxes well. Good tax plans
tend to be reduce profit clean company. Ownership institutional high levels
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are expected to hinder revenue management actions taken by the
company.

From the results of the hypothesis test, it can be seen that disclosure
of institutional ownership moderation has no effect or does not strengthen
tax planning on earnings management. Based on the research results
obtained results as big as 0.426 which is mark significance more bigly from
0.05. This means that institutional ownership cannot strengthen the
relationship between tax planning and income management.

In theory, institutional ownership is expected to function as a
deterrent waste which done management. However, results study this is
not in line with theory that ownership institutional arrang@® ™ relationship
between tax planning and earnings management.

CONCLUSION
Based on the results of hypothesis testing

of the hypothesis test shg i [t grship moderation
] tax planning and
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