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ABSTRACT

The purpose of this study is to examine and analyze the effect of market performance, corporate
governance, tax audits toward corporate tax, and the role of the tax amnesty in moderating the
relationship between market performance, corporate governance, and tax audits toward corporate
tax. The unit of analysis is a public company (corporate taxpayers), with a purposive sampling
sample of manufacturing industry companies listed on the Indonesia Stock Exchange and meeting
the sampling criteria of 52 companies in the 2014-2017 period.The results of the study are that
market performance is not proven to have a positive effect on corporate tax, this shows that the
higher market performance as measured by Tobin's Q does not have an impact on corporate tax
increases; Corporate governance is not proven to have a positive effect on corporate tax, this shows
that the higher corporate governance does not automatically raise corporate taxes; Tax audits have
a positive impact on corporate taxes, this indicates that the higher the examination of taxes carried
out, the corporation tax will increase; Tax amnesty has not been proven to strengthen the positive
influence of market performance, corporate governance and tax audits of corporate taxes. For the
sensitivity model with ETR, none of the proposed hypotheses has been proven.
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1. INTRODUCTION

Tax is a mandatory contribution to the state owed
by individuals or compelling entities under the
law, with no direct compensation and is used for
state purposes in the amount of -the magnitude
of people's prosperity [1]. The significant role of
tax is seen in the tax revenue data for 2014-2017
in Table 1 which has an average contribution of
tax revenue of 81.3%.

The tax contains the following basic elements:
mandatory contributions to the state that are
owed by individuals or entities, are coercive
because they are based on the law, do not
receive direct compensation, are used for the
needs of the state and are intended for the
greatest prosperity of the people [2].

The increase in the percentage of the tax budget
in the APBN above is not balanced with the
realization of the targeted revenue achievement
each year by the Government to the Directorate
General of Taxes as a tax collector. In line with

the above tax revenue target not being achieved,
so is the tax ratio achievement that has
consistently dropped. Tax ratio is a percentage of
tax revenue to GDP which is a measure of the
government's ability to collect taxes. Indonesia's
tax ratio was only around 11.4% in 2014 and in
2016 at 10.3%, relatively lower when compared
to the average tax ratio of OECD member
countries which reached 34% and other
countries in Asia such as Singapore, Malaysia
and the Philippines (Fig. 1).

Tax amnesty is a program that is carried
out within a certain period of time to provide
an opportunity for taxpayers to pay
outstanding tax and/or tax due, by providing
compensation in the form of exemption from
sanctions (in the form of interest or penalties)
and criminal charges [3]. Tax amnesty has been
implemented in several countries. The countries
considered successful in implementing tax
amnesty were Brazil, India, Italy and South
Africa, while those considered failed were the
Philippines [4].

Table 1. The role of tax of Indonesian state budget and revenue (APBN) on 2014-2017

Number Year (IDR Billion) Percentage
APBN Tax (%)

1 2014 1,545,456.3 1,146,865.8 74.2

2 2015 1,496,047.3 1,240,418.9 82.9

3 2016 1,546,946.6 1,284,970.1 83.1

4 2017 1,732,952.0 1,472,709.9 85.0

Average 81.3

Sources: Central Bureau of Statistics
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Fig. 1. Tax ratio comparison
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The originality of this study is using the variable
tax amnesty as a moderating variable that can
affect the relationship between  market
performance, corporate governance, tax audits
and corporate taxes. In general, the main
objective of this study is to examine the
effectiveness of tax amnesty as a policy that can
increase tax revenue.

2. LITERATURE REVIEW

Market performance is the result of management
activities. One parameter that is often used to
assess a company's performance comes from
the company's profit [5]. The role of financial
market performance to generate tax revenue in
Pakistan, the results showed that the number of
bank branches and market capitalization had a
positive and significant impact on tax revenue [6].
The influence of capital markets and fiscal policy
in the form of tax revenue to determine economic
growth, the results showed that there is a
relationship between tax revenue and economic
growth, a direct causal relationship from the
capital market to tax revenue, economic growth
in Pakistan is determined by tax revenue [7].
While the relationship between the three
variables, namely real GDP, federal government
tax revenue flows and the stock market is
represented by the Wilshire 5000 Total Market
Index, the results of the study indicate that stock
market performance significantly increases
government tax revenue and stock market
developments and economic growth affects
taxes income [8]. Empirically testing the
relationship between stock market performance
and Malaysian taxation, the results of the study
indicate that stock market performance
provides the largest contribution to changes in
corporate tax revenue [9]. While the total
market value of traded shares is positively
correlated with tax revenue from GDP, the
results showed that the stock market is part of
collecting tax revenues and market performance
has a positive effect on increasing tax revenue
[10,11].

H1: Market performance has a positive effect on
corporate tax.

There are five principles of good corporate
governance (GCG) based on the general
guidelines for Indonesian corporate governance
published by the national committee on
governance policy (KNKG). The five principles
are transparency, accountability, responsibility,
independence, and fairness and equality [12].
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The form of risk is the possibility that the
company will be subject to sanctions, both
administrative and criminal sanctions
according to the type of violation; not to mention
the risk of lowering the company's reputation
that might threaten the company's sustainability
[13]. In corporate governance tax issues, the
debate about corporate tax objectives can also
be seen as a conflct between various
stakeholder groups [14,15]. Taxation has
significant implications for fixing governance
problems, the results of the study show that the
tax effects on debt and corporate payment
policies are enriched by including governance
considerations and managerial compensation
[16,17]. Corporate governance systems affect
the level and sensitivity of tax revenue to tax
changes [18]. Another study analyzes significant
differences in the level of corporate tax
compliance between Malaysian public
companies before and after the MCCG revision
[19].

H2: Corporate governance has a positive effect
on corporate tax.

The relationship between the effectiveness of tax
audits, tax laws, and the use of specialized
information system tools, the use of information
system tools can be activated. The results
showed that tax auditors can track tax violations
correctly, and better tax auditor training in the
use of information systems [20,21]. Other studies
are factors that influence the effectiveness of tax
audits in Tanzania, the research findings indicate
that there are five main important factors for the

effectiveness of tax audits; i.e. the
implementation of the tax auditor's
recommendations by  management, the

adequacy of the tax audit unit, the attitude of the
taxpayer, the availability and application of tax
audit regulations & standards, and the leadership
& tax policy for tax audits [22]. The impact of a
tax audit on voluntary compliance, the results of
both methods show that after an audit, a
company will report a higher level of sales growth
[23]. While there is no statistical significance
between organizational arrangements, top
management support and tax audit effectiveness
[24]. The use of information systems tools can
enable tax auditors to ftrack tax violations,
thereby  contributing to the increased
effectiveness of tax audits, constant changes in
tax laws prevent tax auditors from being effective
at work [25,26].

H3: Tax audit has a positive effect on corporate
tax.
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Several studies have proven that tax amnesty
will increase corporate taxes [27,28]. The long-
term impact of amnesty tax amnesty has a short-
term or long-term impact on the income of the
Russian federation [29]. The function of tax
amnesty in dealing with tax evasion in Nigeria,
the function of tax amnesty is increasing
government revenues to meet the daunting
challenges of facing slow growth rates in trade
and investment [30]. Improve tax administration
to emphasize maximizing revenue tax amnesty
can improve the tax administration system [31].
Analyze whether tax amnesty is a good policy tax
amnesty will increase short-term income [32].

H4: Tax amnesty strengthen the positive
influence of market performance on corporate
tax.

The impact of effective corporate governance will
have a positive effect on corporate taxes the
impact of effective corporate governance will
have a positive effect on corporate taxes
[14,16,18,19]. Companies that implement tax
amnesty for assets and liabilities that have not
been reported will increase investor confidence
in transparency and accountability. With the high
profitability generated by the company, tax
revenues will rise, so that tax amnesty will
increase corporate taxes [27,28]. The effect of
the tax amnesty policy will increase tax revenue
for the short term, so that companies that already
have good corporate governance when added to
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the tax amnesty policy will increase corporate tax
[29-32].

H5: Tax amnesty strengthen the positive
influence of corporate governance on corporate
tax.

The researchers managed to get empirical
evidence that tax control affects corporate taxes
[20,22-25]. The tax amnesty organized by the
Turkish government has reduced the workload of
administrators, tax court bodies and increased
corporate taxes, tax amnesty as a moderator will
be able to strengthen the positive influence of tax
audits on corporate tax [28]. The influence of the
tax amnesty policy will increase tax revenue, so
companies that have been audited by tax which
are part of the tax supervision if added to the tax
amnesty policy will increase corporate tax [29—
32].

H6: Tax amnesty strengthen the positive effect of
tax audits on corporate tax.

3. METHODOLOGY

Data were collected from manufacturing
companies listed on the Indonesia Stock
Exchange (IDX). Only panel balance data during
period 2014 to 2017. The number of companies
that met the criteria was 52 out of 141
companies, so the number of observations was
208. The following are the variables and
measurements summarized in Table 2.

Table 2. Variables and measurement

Variables Measure Expected Literature
sign
Dependent variables:
Company tax e CTTOR = PPh terhutang / penjualan x 100% [33]
e ETR = Tax Expense ;  /Pretax Income ; , [34]
Independent variables:
Market Tobin-Q = (total market value+total book value of Positive [35]
performance liabilities) = Total book value of assets).
Total market value = total outstanding shares*
current share’s price.
Corporate Corporate governance scor Positive [36]
governance
Tax audits 1 = audited, 0 = unaudited Positive [37]
Moderating variable:
Tax amnesty Tax amnesty participant period which shows a Positive Developed
motivational rating by author
ARF
Control variables:
Financial condition Interest coverage Positive [38]
Firm size Logaritmatotal assets Positive [39]
Earning Conditional revenue model Positive [40]
management
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Estimates of the regression equation used include the following:

CTTOR = 0y + 0MP + 0,CG + o03;TAU + o,MP*TA + 05CG*TA +

06 TAU*TA + 0;,FC + 0gSIZE + 0gEM+¢

ETR = & + &MP + £CG + &TAU + & JMP*TA + £ sCG*TA+ &

cTAU*TA+ &,FC + £5SIZE + £oEM + €

(1)
)

Where: CTTOR= Corporate tax to turn over ratio; ETR= Effective tax rate; MP= Market performance;
CG= Corporate governance; TAU= Tax audits; TA= Tax amnesty; FC= Financial condition; SIZE=

Firm size; EM= Earning management.
4. RESULTS AND DISCUSSION
Descriptive statistics are shown in Table 3.

Based on Table 3, the most highlight descriptive
statistics are the earning tax rate which has an
average value of 23.03 and financial condition of
20.39. While corporate governance and earnings
management have the same average value of -
.00. While corporate tax to turn over ratio and
market performance shows relatively similar
values, namely 1.96 and 1.54, not much
different from firm size also has an average value
of 6.

Based on Table 4, it shows that market
performance has no effect on company tax. This
proves that the higher the market performance,
the corporation tax does not automatically
increase. But the results of this study contradict
the results of research [6-9]. The results of the
research that has a background of the theory can
be explained that where market performance
was not proven to have a positive effect on
corporate tax on manufacturing industries in
Indonesia. The main cause of the hypothesis is
not proven is that the market performance of
companies that are included in the manufacturing
industry group is not optimal. This can be seen
from the company's market performance
measured by Tobin's Q where out of 208
observations, 160 observations have market

temporary manufacturing number of observations
whose market performance is above the industry
average market performance of 48 observations.

Corporate governance does not affect company
tax. These results indicate that the higher
implementation of corporate governance does
not have an impact on increasing corporate
taxes. These findings contradict the research
findings [14,16,18,19]. One of the alleged low
levels of corporate governance in Indonesia is
generally the low level of corporate governance
practices so that the 5 principles of governance
namely transparency, accountability,
responsibility, independence and fairness have
not been carried out optimally.

Tax audits have a positive effect on company
tax. As tax audits increase, company tax will also
increase. The results of this study support the
opinions [20,22-25]. The results showed that tax
auditors can track tax violations correctly, and
better tax auditor training in the use of
information systems, so that corporate tax will
also increase.

The research findings show that tax amnesty is
not proven to strengthen the positive influence of
market performance on corporate tax. These
findings contradict the findings of research
conducted by [6-9] where government tax
revenue depends on the company's market

performance below the industry average. performance.
Table 3. Descriptive statistics
Variables Mean Std. Dev Maximum Minimum
CTTOR 1.96 5.47 45.45 .01
ETR 23.03 20.20 94.76 .00
MP 1.54 2.05 21.57 .05
CG -.00 16.47 69.12 3.00
FC 20.39 48.65 323.66 -109.85
SIZE 6.00 .56 7.67 4.59
EM -.00 .10 .36 -.55

Sources: data processed
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Table 4. T-test result

Variables Model 1 Model 2
c P [§ P

MP -13 .07 -.97 .06
CG -.01 .22 -06 .20
TAU 2.05 .00** 1.19 .35
FC -.00 .31 .06 .00
SIZE -2.03 .09 3.26 .05
EM -71.74 .00 1.19 46
KPTA 37 .03 12 41
CGTA .00 .19 -.00 .01
PPTA -.54 .06 -2.33 .08
R-squared A3 .09

Adj. R-squared .09 .05

F-statistic 3.18 2.1

Prob. F-stat .00 .03

Sources: data processed

The results showed that tax amnesty was not
proven to strengthen the positive influence of
corporate governance on corporate tax. These
findings contradict the findings of research [14,
16,18,19].

The results showed that tax amnesty moderation
could not strengthen the positive effect of tax
audits on corporate tax. This study does not
support the results of previous studies [20,22—
25].

5. CONCLUSIONS AND RECOMMENDA-
TIONS

This study can be concluded that only tax audits
have a positive effect on company tax, while
other variables such as market performance,
corporate governance; tax amnesty.

Research implications include practical
implications, which can be used by the tax
authorities to make public tax audit studies or
policies. Second, the theoretical implications are
expected to enrich the taxation literature with the
finding that tax amnesty is not proven to be a
moderating  variable.  Third, the policy
implications Give input to regulators both the
government and the Parliament.

The limitation of this study is the 2014-2017
research period, while the implementation of tax
amnesty which began in 2016 is one of the main
factors where the tax amnesty has not been able
to moderate its influence related to corporate
taxation because its policy is still in the short
term. The next research recommendation is to
extend the study period and use a balance score

card that measures corporate governance using
quantitative and qualitative indicators.

COMPETING INTERESTS

Authors have declared that

interests exist.

no competing

REFERENCES

1. Indonesia R of. Law Number 16
concerning General Provisions and Tax
Procedures; 2009.

2. Purwono H. Dasar-dasar perpajakan &
akuntansi pajak. Jakarta: Erlangga; 2012.

3. Gunadi. Panduan komprehensif pajak
penghasilan.  Jakarta: BEE Media
Indonesia; 2016.

4. Darmawan |, Sukartha 1. Pengaruh
penerapan corporate governance,

leverage, ROA, dan ukuran perusahaan
pada penghindaran pajak. E-Jurnal Akunt
[Internet]. 2014;9(1):143-61.
Available:https://ojs.unud.ac.id/index.php/
Akuntansi/article/view/8635/7643

5. Harmana IMD, Suardana KA. Pengaruh
pajak tangguhan dan tax to book ratio
terhadap kinerja perusahaan. E-Jurnal
Akunt Univ Udayana. 2014;6(3):468—80.

6. Akram N. Do financial sector activities
affect tax revenue in Pakistan? Lahore J
Econ. 2016;21(2):153—-69.

7. Attari MIJ, Taha R, Farooq MI. Tax
revenue, stock market and economic
growth of Pakistan. Acta Univ Danubius
CEconomica. 2014;10(5):136—48.

8. Plihal T, Urbanovsky T. Increasing impact
of stock market performance on

18



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

government tax revenues. KnE Soc Sci.
2017;1(2):333-43.

Taha R. Stock market and tax revenue
collection in Malaysia: Evidence from
cointegration and causality tests. Account
Tax [Internet]. 2013;5(1):29-40.
Available:http://www.theibfr.com/ARCHIVE
/AT-V5N1-2013.pdf#page=31

llievski B. Stock markets and tax revenue.
J Appl Financ Bank. 2015;5(3):1-16.
Fadhila ZR, Handayani RS. Tax amnesty
effect on tax avoidance and its
consequences on firm value (Empirical
study on companies in Indonesia Stock
Exchange). J Din Akunt [Internet]. 2019;11
(1):34-47.
Available:http://journal.unnes.ac.id/nju/inde
x.php/jda

Schofield G, Scott R, Katselidis KA,
Mazaris AD, Hays GC. Quantifying wildlife-
watching ecotourism intensity on an
endangered marine vertebrate. Anim
Conserv. 2015;18(6):1—12.

Wahyudi D. Dampak Penerapan Good
Corporate governance Terhadap
Kepatuhan Pajak Perusahaan. BPPK

kemenkeu; 2014.

Friese A, Link S, Mayer S. Taxation and
corporate governance - The state of the
art. In: Tax and Corporate Governance. In:
Schon. Springer, Berlin, Heidelberg; 2008;
357-425.

Henny. Pengaruh manajemen laba dan
karakteristik perusahaan terhadap tax
avoidance. J Muara limu Ekon dan Bisnis.

2019;3(1):36—46.
Desai MA, Dharmapala D. Taxation and
corporate governance: An economic

approach. SSRN Electron J. 2007;1-24.
Syuhada S, Anggono T, Febriani F.
Updating  S-velocity  profile  around
Cimandiri fault zone derived from inversion
of receiver functions: New constraint from
parameters of complex structure. In:
Journal of Physics: Conference Series.
1153. 2019;1-6.

Desai MA, Dyck A, Zingales L. Corporate
governance and taxation [Internet].
Harvard University; 2003.
Available:http://www.scopus.com/inward/re
cord.url?eid=2-s2.0-
84902014340&partnerlD=tZ0Otx3y1

Amin SM, Noor RM, Mastuki N, Ambali
AR. Corporate governance and tax
compliance. In: |IEEE Symposium on
Business, Engineering and Industrial
Applications (ISBEIA). 2011;117-22.

Faisal et al.; JEMT, 26(4): 13-20, 2020; Article no.JEMT.57862

19

20.

21.

22.

23.

24.

25.

26.

27.

28.

20.

30.

31.

32.

33.

Olaoye OC, Ogundipe AA. Application of
tax audit and investigation on tax evasion
control in Nigeria. J Accounting, Financ
Audit Stud. 2018;4(1):79-92.

Mgammal MH. Corporate tax planning and
corporate tax disclosure. Meditari Account
Res. 2019;28(2):327-64.

Chalu H, Mzee H. Determinants of tax
audit effectiveness in Tanzania. Manag
Audit J. 2018;33(1):35-63.

Niu Y. Tax audit impact on voluntary
compliance. New York State Department
of Taxation and Finance. 2011;1-20.
Ayalew E. Factors affecting tax audit
effectiveness a study on category ‘A’
taxpayers in Bahir Dar city administration
revenue office. Bahir Dar University; 2014.
Drogalas G, loannis S, Dimitra K, loannis
D. Tax audit effectiveness in Greek firms:
Tax auditors perceptions. J Account Tax.
2015;7(7):123-30.

Jati AW, Ulum I, Utomo C. Tax avoidance,
corporate  governance dan  kinerja
keuangan perusahaan yang terdaftar
dalam Jakarta Islamic Index. J Reviu
Akunt dan Keuang. 2019;9(2):214-25.

Nar M. The effects of behavioral
economics on tax amnesty. Int J Econ
Financ Issues. 2015;5(2):580-9.
Saragoglu OF, Caskurlu E. Tax amnesty
with effects and effecting aspects: Tax
compliance, tax audits and enforcements
rround; The Turkish case. Int J Bus Soc
Sci. 2011;2(7):95-103.

Alm J, Martinez-Vazquez J, Wallace S. Do
tax amnesties work? The revenue effects
of tax amnesties during the transition in
the Russian federation. Econ Anal Policy
[Internet]. 2009;39(2):235-53.

Available: http://dx.doi.org/10.1016/S0313-
5926(09)50019-7

Agbonika J. AA. Tax amnesty for
delinquent taxpayers: A cliché in Nigeria.
Glob J Polit Law Res [Internet]. 2015;3(3):
105-20.
Available:http://www.eajournals.org/wp-
content/uploads/Tax-Amnesty-For-
Delinquent-Taxpayers-A-Clich---In-
Nigeria.pdf

Mikesell JL, Ross JM. Fast money? The
contribution of state tax amnesties to
public revenue systems. Natl Tax J. 2012;
65(3):529-62.

Luitel HS. Is tax amnesty a good policy?
London: Lexington Books; 2014.

Indonesia R of Circular Letter of the
Director General of Tax Number SE-96/PJ



34.

35.

36.

37.

/ 2009 concerning the Total Benchmarking
Ratio and Instructions for Utilization; 2009.
Hanlon M, Heitzman S. A review of tax
research. J Account Econ [Internet]. 2010;
50(2-3):127-78.
Available:http://dx.doi.org/10.1016/j.jaccec
0.2010.09.002

Firer S, Mitchell Wiliams S. Intellectual
capital and traditional measures of
corporate performance. J Intellect Cap.
2003;4(3):348-60.

Mai MU. Pengaruh corporate governance
mechanism terhadap nilai perusahaan
melalui pertumbuhan, profitabilitas dan
kebijakan dividen. EKUITAS (Jurnal Ekon
dan Keuangan). 2015;19(1):42-65.

Aprilia A, Astuti ES, Nuzula NF.
Penanganan dan pengawasan perpajakan
dalam rangka intensifikasi di bidang e-

Faisal et al.; JEMT, 26(4): 13-20, 2020; Article no.JEMT.57862

38.

39.

40.

commerce (Studi pada kantor pelayanan
pajak pratama Malang Selatan). J Mhs
Perpajak [Internet]. 2013;53(9):1689—
99.
Available:http://perpajakan.studentjournal.
ub.ac.id/index.php/perpajakan/article/view/
45

Rosplock MF. Advanced Analytical
Techniques for Performing Forensic
Financial Analysis Business Credit. Bus
Credit. 2001;103(6):26—-31.

Dewi ASM, Wirajaya A. Pengaruh struktur
modal, profitabilitas dan ukuran
perusahaan pada nilai perusahaan. E-
Jurnal Akunt Univ Udayana. 2013;4(2):
358-72.

Jones E. A professional practice portfolio
for quality learning. High Educ Q. 2010;64
(3):292-312.

© 2020 Faisal et al.; This is an Open Access article distributed under the terms of the Creative Commons Attribution License
(http://creativecommons.org/licenses/by/4.0), which permits unrestricted use, distribution, and reproduction in any medium,
provided the original work is properly cited.

Peer-review history:
The peer review history for this paper can be accessed here:
http.//www.sdiarticle4.com/review-history/57862

20



