
 

1 
 

CHAPTER I 

INTRODUCTION 

 

1.1  Background of the Study 

In business practice, companies generally identify payment of taxes as a 

burden needed to minimize the burden in order to optimize profits. According to 

Murdiati in Suandy (2018), the purpose of tax management is divided into two, 

namely implementing tax regulations correctly and efficiency efforts to achieve the 

expected profit and liquidity. Own tax management consists of functions of 

planning, implementing, and controlling. The function of tax planning itself is an 

important key in planning cost efficiency strategies in aspects of the company 

(Purnamasari, 2019). Management has a very strong interest in the selection of 

accounting policies that are expected to help in the presentation of financial 

statement as desired by the company. The management has the authority and 

flexibility in maximizing company profits which leads to the process of maximizing 

personal interests with the costs that must be borne by the owner of the company. 

Efforts to increase the value of the company is no longer reflect the actual 

management performance, but have been engineered in such a way that it becomes 

better in accordance with the wishes of management. This is called agency problem 

(Sulistyanto, 2014). The purpose of financial statements is to provide information 

regarding financial position, performance, and changes in the financial position of 

a company that is beneficial to a large number of users in economic decision 

making. Therefore, quality reports that are free from engineering and disclose 
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information in accordance with the facts that are actually in the interests of many 

parties. 

Financial performance of a company describes financial condition and 

progress in achieving the company’s goal. According to Jacobus Widiatmoko and 

Ika Mayangsari (2016) in Mao Y & Renneboog L (2015) and Wu et al (2016), the 

financial performance of a company describes the real situation in a certain period 

that can be analyzed with a financial analysis tool to find out how much profit and 

loss experienced by a company. This directs that financial performance is an 

indicator for investors to invest in a company. Many things are taken into 

consideration in the performance of a company, one of which is the ability of 

companies to generate profits (Widiatmoko & Mayangsari, 2016). The importance 

of income information for users of the fiscal report, which describes the actual 

financial situation. However, managers who are responsible for making financial 

reports, often misuse authority to manipulate for personal gain. The act of 

manipulating the earnings value of a company through financial statements is called 

earnings management. The purpose of managers manipulating income values is to 

give a good impression to investors by showing good corporate performance. These 

aspects include taking into consideration that earnings management could be either 

positive or negative from the perspective of the firm and that managers use their 

discretion to make accounting choices. Earnings management can be done through 

income smoothing, taking a bath, and income maximization. The concept of 

earnings management can be explained using the agency theory approach, namely 

the theory which states that practices earnings management is influenced by a 
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conflict of interest between the parties’ concerned (principal) and management as 

the party that runs the interest (agent). This conflict arises when each party tries to 

reach the level of prosperity it wants. The company’s efforts to engineer 

information through the practice of earnings management have become the main 

factors that cause financial statements to no longer reflect the fundamental value of 

a company. Therefore, the engineering of financial statements has become a central 

issue as a source of misuse of information that harm interested parties. 

That is why the information submitted is sometimes accepted not in 

accordance with the actual conditions of the company. This condition is known as 

information asymmetry, which is a condition where there is an imbalance in 

information acquisition between management as a provider of information with 

shareholders and stakeholders. With the management’s desire to suppress and make 

the tax burden as small as possible, management tends to minimize tax payments. 

Efforts to minimize the tax burden by euphemism are often referred to as tax 

planning. Generally, tax planning refers to the process of reengineering business 

and taxpayer transactions so that tax debt is in minimal amount but still within the 

framework of applicable tax regulations, so tax planning is a legal action during the 

corridor of tax laws applicable in Indonesia. Tax is one source of state revenue, 

including Indonesia which relies on tax revenues as the main source of state. One 

of the biggest tax sectors that the country gets is income tax. For financial statement 

tax accounting, every company in Indonesia in making financial statements is 

required to follow the rules of the Financial Accounting Standards (IFRS) in order 

to produce credible and informative financial reports to investors and creditors. In 
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addition, the company is also required to prepare an income statement based on tax 

rules. A number of differences between IFRS and tax rules produce two types of 

income, namely pre-tax profit (calculation of accounting profit according to IFRS) 

and taxable income (calculation of fiscal profit, according to fiscal rules). The 

difference between accounting earnings and taxable income can cause difficulties 

in determining the amount of profit, so that it can affect the financial statement and 

cause an imbalance in the final balance. Therefore, it is necessary to adjust the 

balance between accounting profit and fiscal profit fiscal reconciliation. Temporary 

differences between accounting earnings and profits give rise to deferred tax 

expense. (Purnamasari, 2019)  

Efforts to manipulate income information by managers are done by 

changing components in financial statements and hiding or delaying disclosure of 

certain components. According to Jacobus Widiatmoko and Ika Mayangsari (2016) 

in Jao and Pagalung (2011), the action of earnings management is not just a 

management error. In financial accounting standards (IFRS) allows management to 

determine various alternative accounting methods to manage company profits. But 

it is inevitable that doing this manipulation makes financial statements irrelevant to 

making decisions in the economy. This is because the income data information has 

been adjusted to the desirability of the manager (Widiatmoko & Mayangsari, 2016). 

The table below shows the conditions of several companies during the period 2017 

to 2018. The calculation of earnings management is done by measuring the net 

income in current year and previous year also the market value of equity, is 
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calculated by multiplying the company’s current stock price by its number of 

outstanding shares. 

Table 1.1 Earnings Management, Deferred Tax, Tax Planning and Company Assets in Year 

2017-2018 
Company Years Earnings 

Management 

Deferred 

Tax 

Tax 

Planning 

Company 

Assets 

Tri Banyan Tirta 

Tbk. (ALTO) 

2017 (0,0508487) 0,00620074 0,90130 6,04508 

2018 0,0360837 0,01140160 0,70406 6,04526 

Wismilak Inti 

Makmur Tbk. 

(WIIM) 

2017 (0,0869697) (0,01134198) 0,35953 6,08839 

2018 0,0124039 (0,01560083) 0,38378 6,09884 

Nippon Indosari 

Corpindo Tbk. 

(ROTI) 

2017 (0,0171528) (0,01113766) 0,66865 6,65892 

2018 0,0018334 (0,01360209) 0,72913 6,64284 

 

Source: Prepared by the Writer (2019) 

With the desire of management to reduce and make the tax burden as small 

as possible, management tends to minimize tax payments so researchers are 

interested in conducting studies on earnings management in an effort to change the 

value of corporate income that has an impact or is related to variable tax planning, 

deferred tax and company assets. 

As can be seen on the table above, it can be known there is increasing of 

earning management of Tri Banyan Tirta Tbk, Wismilak Inti Makmur Tbk, and 

Nippon Indosari Corpindo Tbk in year 2017 - 2018. The companies present the 

increasing of earnings management in order to shows the good financial 

performance to investors and stakeholders. The deferred tax also increases in year 

2017 – 2018 such as Tri Banyan Tirta Tbk. It shows deferred tax is the account 

balance in the balance sheet as a tax benefit, the amount of which is an estimated 

amount to be recovered in a future period as a result of a temporary difference 

between financial accounting standards and tax regulations and due to a loss 
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balance that can be compensated in future periods according to PSAK No. 46 The 

amount of net deferred tax has an effect on future tax payments which are reflected 

in current taxes in the coming year. Reversal of temporary differences will affect 

future tax payments Which shows that when the deferred tax burden increases then 

the probability of the company carrying out earnings management will increase. 

Conversely, if the deferred tax burden decrease, the probability of the company 

carrying out earnings management will decrease. However, Wismilak Inti Makmur 

Tbk and Nippon Indosari Corpindo Tbk. It shows deferred tax is decreasing. Tax 

planning is part of tax management and is the first step I tax management. Tax 

management itself is a means to fulfill tax obligations properly, but the amount of 

tax paid can be reduced to a minimum to obtain the expected profit. Which shows 

that when the higher the tax planning, the greater the chance for the company to do 

earnings management. Conversely, the lower the tax planning, the smaller the 

opportunity for companies to do earnings management. It shows the tax planning 

also increase in year 2017 – 2018 such as Wismilak Inti Makmur Tbk, and Nippon 

Indosari Corpindo Tbk. but only Tri Banyan Tirta Tbk that the tax planning is 

decreasing. Also, the company assets variable that the greater the size of the 

company, the possibility to practice earnings management is higher. This can be 

caused by companies with large size companies tend to minimize the amount of 

published profits because large companies tend to want to produce good financial 

performance to the public. It shows that the company assets also increase in year 

2017 – 2018 such as Tri Banyan Tirta Tbk and Wismilak Inti Makmur Tbk. 

However, Nippon Indosari Corpindo Tbk. It shows company assets is decreasing. 
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By Dhea Pranatania Puspitasari and Sri Murdiati (2018) in “Pengaruh pajak 

tangguhan, perencanaan pajak dan Asset perusahaan terhadap manajemen laba 

pada Perusahaan kimia yang terdaftar di bursa efek Indonesia tahun 2013-2017”, 

the result of the research is no significant effect of partially deferred tax on earnings 

management and there is a significant effect of partially tax planning on earnings 

management. In other cases, by Yogi Syaputra (2018) in “Pengaruh perencanaan 

pajak, beban pajak tangguhan, dan leverage terhadap praktik manajemen laba”, 

the result of the research is deferred tax expense has a significant effect on earnings 

management and the burden of tax planning has no significant effect on earnings 

management. Based on phenomenon or fact related to the practice of earnings 

management that has occurred, According to Bisnis Indonesia (2018) namely 

established in 1995, PT Acset Indonusa Tbk. Has been on the Indonesia Stock 

Exchange since June 24 2013. The company officially joined the Astra Group after 

part of its shares were acquired by a subsidiary of PT United Tractors Tbk. In 2017, 

Acset Indonusa posted a good performance by bagging a net profit growth of up to 

125.76% year-on-year to Rp 154.2 billion. Acset Indonusa’s revenue increased 

68.7% yoy from Rp 1.79 trillion in 2016 to Rp 3.02 trillion in 2017 (13 Perusahaan 

ini Terpilih sebagai Emiten Terbaik Bisnis Indonesia Award 2018, 2018). Based on 

the fact and Based on previous research provides inconsistent research results so 

researchers are interested in reexamining then the researcher conducted a research 

with the title “The Effect of Deferred Tax, Tax Planning and Company Assets 

to Earnings Management at Consumer Goods Industry Companies Registered 

in Indonesia Stock Exchange”. 
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1.2  Problem Limitation 

The writer makes problem limitation as follows: 

1. The research object is basic consumer goods industry companies in 

Indonesia Stock Exchange. 

2. The independent variables are deferred tax, tax planning and company assets 

and dependent variable is earning management. 

3. The research data period is year 2016-2018. 

 

1.3 Problem Formulation 

Problem formulation in this research are as follows: 

1. Does Deferred tax partially have a significant effect towards earnings 

management at consumer goods industry companies registered in Indonesia 

stock exchange?  

2. Does Tax planning partially have a significant effect towards earnings 

management at consumer goods industry companies registered in Indonesia 

stock exchange?  

3. Does Company assets partially have a significant effect towards earnings 

management at consumer goods industry companies registered in Indonesia 

stock exchange? 

4. Do Deferred tax, Tax planning and Company assets simultaneously have a 

significant effect on earnings management at consumer goods industry 

companies registered in Indonesia stock exchange? 
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1.4       Objective of the Research 

The objective of doing this research are as follows: 

1. To identify whether deferred tax partially has a significant effect on earnings 

management at consumer goods industry companies registered in Indonesia 

stock exchange. 

2. To identify whether tax planning partially has a significant effect on 

earnings management at consumer goods industry companies registered in 

Indonesia stock exchange. 

3. To identify whether company assets partially has a significant effect on 

earnings management at consumer goods industry companies registered in 

Indonesia stock exchange. 

4. To identify whether deferred tax, tax planning and company assets 

simultaneously have a significant effect on earnings management at 

consumer goods industry companies registered in Indonesia stock exchange. 

 

1.5     Benefit of the Research 

The benefit from conducting this research are as follows: 

1.5.1  Theoretical Benefit 

1. This research can give benefit in understanding the theory of accounting, 

financial and tax. 

2. This research can be used as reference for other researchers in conducting 

research with same topic. 
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1.5.2 Practical Benefit 

1. This research is expected is giving suggestion for the company in 

conducting corporate governance in paying the proper amount of tax based 

on the regulation. 

2. This research is expected in giving the information to investor in 

understanding the factors that have effect on earnings management at 

consumer goods industry companies registered in Indonesia Stock 

Exchange. 

 

 

 

 


