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1. INTRODUCTION

Earnings management is an attempt to report company profits over a certain period of time,
and is deliberately carried out by management for several purposes, but still based on corridors or
generally accepted accounting methods (Dita Rimbawati Dewi, 2021). When management performs
earnings management, it will be faced with a situation where large profits reflect good company
performance. However, this also gives face to the collection of high taxes. This causes management
to be more inclined to practice earnings management to minimize tax payments by keeping the tax
burden as small as possible, and efforts to minimize the tax burden are often called tax planing
(Syaddyah et al., 2020).

The practice of earnings management is based on agency theory (Jensen & Meckling, 1976)
which states that earnings management results from differences in the interests of the company
(agency) and government (principal). The emergence of earnings management practices is due to
agency theory in which it is assumed that companies have more information than the government
because the government cannot continuously observe company activities (Zakiya et al., 2021).

The agency theory approach explains the concept of earnings management which has a
conflict of interest between management and the government as a tax collector. The government is
interested in collecting taxes according to the identified objectives of the largest contribution to
national income. However, company management will try to minimize the tax burden as a cost
element. If the company generates large profits, then the tax liability is also large. Therefore tax
planning is needed to simplify the payment of income tax from a company (Hilmy, 2020).
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Tax planning is a method used by corporate management to administer income tax in order
not to violate applicable tax regulations. The government wants businesses to pay as much tax as
possible, this is because taxation is a source of state revenue (Syaddyah et al., 2020). The goal of
tax planning is to design it in such a way that the tax burden can be fixed as low as possible and use
existing regulations to maximize after-tax income. , because taxes are a factor in reducing available
profits. Opportunities for companies to carry out earnings management (Zakiya et al., 2021).

Previous studies conducted by (Lestari et al., 2018) revealed that tax planning has a significant
positive effect on earnings management. The higher the tax planning, the higher the earnings
management. The same results were also expressed by (Amin et al., 2019), (Rusdyanawati &
Hidayati, 2020), (Zakiya et al., 2021). However, studies conducted (Juniarsih, 2018), (Achyani &
Lestari, 2019), (irma Suryani & Sudjiman, 2020) state that tax planning has no effect on earnings
management.

2. RESEARCH METHOD

2.1 Research Locations

This research was conducted at the Indonesia Stock Exchange (IDX) in Jakarta.
2.2 Metode Penelitian

In this study, a quantitative approach was used, namely a method based on the philosophy of
positivism, used to examine certain populations or samples. The secondary data used is in the form
of the company's annual report for the 2019-2021 period. The data was obtained from the Indonesia
Stock Exchange website via the www.idx.co.id.
2.3 Operasional Variabel

The independent variable in this study is tax planning. The tax planning variable can be
measured by a tax retention rate proxy which functions to analyze a measure of the effectiveness of
tax management in a current year's financial reports (Dewi & Mahwiyah, 2021). The measure of the
effectiveness of tax planning in a study uses the Tax Retention rate formula.

TRR = Netincome
"~ PretaxIncome (EBIT)
Information:
TRR : Tax Retention Rate Company i in year t.
Net Income : Net profit of company i in year t.

Pretax Income (EBIT) : Company profit before tax i year t.

The dependent variable in this study is earnings management, which is an act that regulates earnings
according to what is desired by certain parties. Based on research (Amin et al., 2019) earnings
management calculation model uses the model (Jones, 1991), as follows:

TAit = Nit — CFOit

Information:

TAIt . total accruals of company i in period t.

Nit . net profit of company | in period t.

CFOit : company I's operating cash flow in period t.

Calculating the accrual value with a simple linear regression equation or Ordinary Least Square
(OLS) to get the regression coefficient. The formula is as follows:

TAit :31( ! )+[;2(%)+[;3(%)+en

Aj—1 Aj—-1 Ai—1 Aj—1
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By using the regression coefficients above, estimate 31, 2 and B3 from the OLS regression and use
it to calculate the value of non-discretionary accruals (NDA) with the equation:

NDAr = = B1 (——) + f2 (F2EEt) 4 g3 (2224 4 g

Ag-1 "  \ay-1 Ai—1 Ai-1
Information :
Ait-1 = Total assets of company i in year t-1.
AREV;, = Company i's revenue in year t minus company i's revenue in year t-1.
AREC;; = Company i's net receivables in year t minus company's net receivables
in year t-1.
APPE;, = fixed assets of the company in year t-1.
NDA:it = No discretionary accruals for company i in year t.
1,82 dan B3 = Koefisien Regretion.
Eit = eror term

Discretionary Accrual (DA)

Discretionary Accrual (DA) is estimated in the following way:

TAjt

DAit = — NDAIt
it—
Information :
DAit = Discretionary Accrual company i in year t.
TA; = Total accruals of company i in period t.
A — 1 = Total assets of company i in year t-1.
NDA.It = No discretionaryAccrual company i in year t.

2.4 Data Analysis Methods

The method of data analysis used descriptive statistical tests, then the selection of the panel
data estimation model used OLS (Ordinary Least Square) with the help of Eviews 9 software. The
classical assumption test was carried out to find out whether the assumptions needed in a simple
linear regression analysis could be fulfilled. The classic assumption test used in this study is the
normality test, autocorrelation test, and heteroscedasticity test. This study also uses a simple
regression analysis which is used to determine whether there is an influence of an independent
variable on the dependent variable.

3. RESULTS AND DISCUSSION

The results of descriptive statistics for tax planning have a mean value of 0.752 with a standard
deviation of 0.136240. The highest value was owned by PT Tiga Pilar Sejahtera Food Tbk in 2020
of 1.194 while the lowest value was owned by PT Sekar Bumi Tbk in 2019 of 0.185. While the results
of descriptive statistics for earnings management have a mean value of 5.590 with a standard
deviation of 5.424. The highest score was owned by PT Campina Ice Ccream Industry Tbk in 2020
of 3,132. While the lowest score was owned by PT Tiga Pilar Sejahtera Food Tbk in 2020 of -2,293.
3.1 T Statistik Test (Parsial Test)

Partial test was conducted to show how far the influence of the independent variables
individually in explaining the dependent variable. The provisions in making a decision on the t test
are, if the probability (prob value) is > 0.05 then HO is not rejected and if the probability (prob value)
is <0.05 then HO is rejected, the following results of the t test research are presented in the following
table.
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Tabel 1. T test results

C 7.150 6.699 10.682 0.0000
X -2.080 8.759 -2.373 0.0240
Sources : Output Eviews (Data is processed, 2022)

From the table above shows that the t statistical test or partial test with a probability value of X 0.0240
<0.05 so that HO is accepted, which means that the tax planning variable has a significant effect on
earnings management.

4. CONCLUTION

The conclusion of this study reveals that tax planning has a negative and significant effect on
earnings management, where the coefficient value is -2.08 and profitability is 0.0240 <0.05.
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