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Abstract  

This research is to develop out the integrated model for illustrating how to measure the impact of earning quality 

by using accruals quality and tax management to the future performance with using the dividend policy as 

moderated variable. By looking over the previous study, there was a strong correlation between the quality of 

financial report and tax management with tax discretionary tax accruals, all investors have the positive 

perpective on highly tax obedience. The critical finding  in this research shown out that all public firm have a 

systematic method of implementing the accruals quality to influence the investor’s perception as the 

communication process. This empirical research shown out the investor’s positive perspective on the 

improvement of accruals quality, it means the possibility of using accruals always exists in reporting 

performance. The dividend policy has a critical position when it has leveled up the accruals quality, because it 

gives an influence on the high investor’s involvement in strategic decision. By considering the agency cost in the 

future, tax management should be acceded by investor  then directly the dividend policy will dissiminate positive 

signal into market price in the future. It reflected on the reduction of accruals using that has leveled up the total 

accruals quality. By using future performance based on earning and equity, the investor has enough capability in 

detecting the earning management, the investor have calculated the net market value in predicting the future 

prospect. This research has developed out a novelty in estimating accruals quality literature by mapping the 

feedback of interaction in tree model decision. Finally, this research found an implication of  game theory, in 

which the investor have the  adequate capability in estimating the accruals quality in financial statement, 

including the negative perception of using accruals in reporting company’s performance. This is an empirical 

prediction by using the  probability test examining how  management implement the opportunistic behavior 

against the investor perception and how the investor reaction beyond the published period in releasing out the 
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financial report. By having the signal “good news”, it gives a positive contribution beyond the future prospect, 

particularly to archieve the high accruals quality. It reflected  the capability of management to run the company’s 

expansion  in future by fulfilling the investor’s required return. 

 

Key words: Accruals Quality, Tax Management, Future Market Based On Earnings,  Future Market Based On 

Equity, High Yielded Dividend Policy, Discretionary Tax Accruals and Earning Quality. 

 

 

1. Background 

The measurement of firm’s performance indicates the level of its ability (going concern)  in the future, including 

the ability of management in conducting the expansion activities to reach out the expected rate of return. The 

measurement of firm performance which concerned on the fluctuation of stock market value as investors' reaction 

in obtaining the  financial statement information was started by the research of Ball and Brown (1968) and Beaver 

(1968). When the information on firm performance contributes to the investment decisions (decision usefulness), 

particullarly in achieving the required target returns. 
 

By looking over the phenomenon of earnings quality in Indonesia, Leuz et al, (2003) indicated that Indonesia is in 

a country cluster with a low level of investor’s protection, it shows the low quality of earnings in several 

companies, the similar results were reinforced by Djankov et al, (2008 in Rosner, 2003). Myring (2006) classified 

Indonesia into "the emerging market" while Lako (2006 in Puspitaningtyas, 2011) indicated a decrease in the  

relevance’ value of accounting information in the manufacturing industry in Indonesia. It was around 2.1-8.5% 

from the period of 1995-2004. Partami et al, (2015) assumed that these rates tended to decline drammatically until 

the last decade. Thus, a number of Indonesian firms have problems with earnings quality, this test encourages the 

management to improve their earnings quality. 
 

The ability of investors to absorb the information of financial report can be pointed out by the several signals 

"bad" to reflect the degree of using of accruals and the implementation of earnings management. Rosner (2003) 

and Nurul and Baridwan (2007) indicated that the use of accruals can provide an assumption of the potential 

bankruptcy or the inability to pay business debt as an implication of the "bad" impact of corporate performance. 

Dahlia and Utama (2014) explained out that the number of Indonesian companies conducting the earnings 

management practices has increased in the last decade, in line with the average growth of the Indonesian capital 

market index of 26.75% per year in the period 2000-2016 based on the BEI 2017 annual report. Dichev et al, 

(2016) mentioned that a number of CEO were proven to insert in some distortions in earnings reporting, because 

of their authority in determining the accounting methods and operational decisions. Riwayanti et at, (2016) 

assumed that the opportunity to make earnings management is always exists in publishing the performance 

reporting, because of discretionary’s authority. 
 

Hanlon and Shevlin's research, (2005) indicated that when a firm has a high level of potential tax debt, the firm's 

market performance is at a low level. The investors are able to know the quality of reporting through the 

government regulations compliance by using the measurement of tax accruals in tax management policies. It has 

contributed the  positive and negative effect on the market prices responds after the publication period 

(Choudhary et al, 2016). Lee (2016) emphasized that investors have a positive perception of compliance with tax 

regulations, when the tax management is able to level down the agency cost in future, including the tax’s 

exploration. In order to pave out the understanding the process flow of tax management, this research provides the 

figure 1, which pointed out the relationship between the variables with the future performance. 
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Source : the summary from some journals compiled by the researcher. 
 

Figure 1: The Relationship Between Some Operational Variables With The Firm’s Future  Performance 

 
Figure 1 indicates the high contribution of accruals quality on the improvement of  high earnings quality, it is able 

to reduce out the level of the firm's risk level. The high accruals quality indicates the usage of accruals in low 

level  wherein the dividend policy is an indicator of earnings quality through measurement of accruals cash flow 

(Bandi 2012). On the other side, the investors can estimate the level of earnings quality by measuring the level of 

tax regulations’ compliance. When the level of compliance is high, the quality of earnings is high, there is a 

tendency to reduce agency costs (Diaz and Alam, 2012 and Ryu, 2014). Desai (2003) verified that the high level 

of tax regulations’compliance indirectly reduced the political costs. While tax management is able to reduce the 

risk of tax exposure, there is a positive contribution to the future market performance, this reflects the earnings 

quality through the use of accruals in low level (Hanlon 2005). The usage of accruals is influenced by the 

implementation of earnings management, so that this instrument gives the positive contribution to the future  

performance, especially the firm's prospects (Zou, 2015 and Ping, 2016). Emke's (2011) and Bhattacharya et al. 

(2012) research indicated that the use of earnings management increases the level of firm’s risk, because there is a 

bias in reporting the earnings. Some investors are able to detect the earnings management behavior by developing 

a fundamental analysis of financial statements, Mulford and Comiskey, (2005) found that there was an increase in 

firm profits through opportunistic behaviour. 
 

This test develops some new insights on empirical testing of the financial statement information beyond the 

investor reactions, when this research have the moderation estimation, arranged as follows: 

1. The effect of accruals on the firm's future performance, by developing dividend policy as a moderating 

variable. 

2. The influence of tax management on the firm's future performance, by developing dividend policy as a 

moderating variable, including measurement by using the discretionary tax accruals. 

 

2. Indentification of Problem 

This study has the following formulation of the problem: 

1. Does the accruals quality have an influence on the future performance of the firm? 

2. Does tax management by measuring discretionary tax accruals have an influence on the firm’s performance? 

3. Does the dividend policy moderate the effect of accruals on the firm's future performance? 

4. Does the dividend policy moderate the effect of tax management by measuring discretionary tax accruals on the 

firm future performance? 

 Dividend Policy 

Risk and Return 

Future 

Performance 

Earning Quality 

Tax Management 

Pajak 

Earning 

Management 

 Accruals Quality: 

Total Accruals Quality 
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3. Positive Accounting Theory 

Positive Accounting Theory (PAT) is proposed by Watts and Zimmerman (1986), describing accounting policies 

as problems for companies and parties involved in the financial statements, and it can be used for predicting the 

accounting policies chosen by some companies under certain conditions. This positive theory is able to explain 

some capital market phenomena and the process of the rise and fall of stock market prices of several companies, 

the theory has a view that the firm is a 'nexus of contracts'. As a collection of various contracts, the firm rationally 

wants to minimize the contracting cost associated with the contract that enters it, such as negotiating costs, 

monitoring contract performance,  bankruptcy or failure possibility, etc. Positive accounting theory argues that 

companies have discretionary authority in designing the accounting policies to minimize the contracting costs. 

 

4. The Signaling Theory 

The basis of this theory is that the management and shareholders do not have enough access to the same firm in 

obtaining information or information asymmetry. It shown out the  information have been controlled by 

management, while shareholders are unable to obtain the equal information. When there is a change in the 

funding policy, it reflect on the firm objection in leveling up and down the firm’s value, this kind of information 

can be a signal for the shareholders. The capability of management in managing the firm is the ability to give 

signaling to shareholders regarding the prospects and performance of the firm in the coming period (Desai et al, 

2004, and Bhattacharya et al, 2012). 

 

5. The Regulation Theory 

In the development of the capital market, the capital market manager should be able to influence the ‘go public’ of 

companies to implement the accounting policies or tend to increase the element of conservatism, as a reaction to 

the Sarbanne Oxley Act (2003) (Lasdi, 2008). The regulatory theory suggests government intervention on 

corporate earning implications, this can be seen by government intervention through the fiscal policy and tax 

regulations. Indonesian tax regulations do not recognize the existence of consolidated financial statements, in 

which each firm is treated as a separate unit business, in its implication, each firm acts as a tax object. 

Implications of the regulation theory provide opportunities for management to improve the quality of financial 

reporting, even opportunities for earnings management and real based manipulation activity (Rosner, 2003 and 

Roychowdury, 2006). 

 

6. Measurement of Firm Rate 

Based on Life Cycles and Multistage, the formulas for predicting the future with estimating the firm’s growth is 

presented as: (Bodie et al, 2013): 

                                T 

Price t =  Div0   ∑    (1+g1)  +      Divt (1+g2)
t
   

                            t=1   (1+k)
t+1              

(1+k)
t
 (k-g)……………………………………….., (1) 

 

Brigham and Houston, (2011) assumed that the rate of return on investment, that contains the dividend pay out 

and expected return. The formulas for predicting the future is presented as follows:  
 

k = Dividend Yield  + Capital Gains Yield 

k = Divt  /  Pt   + g          where     g= k in the CAPM model .........................................(2) 
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By using the mathematical substitution of equation (2) and (1), the formulas for predicting the future is arranged 

as follows: 
 

Price t+1 = [{ (Price t + Div t) (1+k) }] by entering past dividends  

Price t+1 = [{Price t X (1+k)} + {Divt X (1+k) } + {Divt-1 X (1+k)
 t+1

}] ...............……..(3)  
 

Description: 

1. Price0 and Pricet+1= Share Prices with growth of periods t and t + 1 

2. g1 and g2= Growth Patterns of Pre and Upcoming Periods. 

3. Divt and Divt+1=  Dividend value for periods t and t + 1. 

4. k= Rate of Return with CAPM, where k = rf + β [E(rm) - rf] 

5. t= Time period. 

6. b = Return or Retention Rate (1- dividend pay out in percentage). 

7. R = Interest Rate or Risk Free Investment Level 

8. ROE = Return On Equity with the rate of profit divided by the value of equity. 

 

Darmodaran (2012) used the measurements of the average growth rate by using the geometry approach, the 

formulation of the following formula: 
 

Geometry Growth Rate (g) = [ market value0/ market valuen] 
1/n

 -1………(2) 
 

Description: 

1. Market value0 = Stock Market Prices in the Early Period 

2. Market valuen = Stock Market Prices in the N
th
 Period 

 

7.  Dividen Policy 

Dividen policy is a debateable issue which interest the stock market, especially the influence on stock price 

fluctuation (Lease et al, 2000). Recently, Myres (2001), Deshmukh (2005) and Brav et al, (2005) indicates that 

the dividen policy encourages the firm to decrease its level of risk. Several theories of dividen policy are 

explained below: 
 

1. Dividend Irrelevance Theory : Miller and Modigliani (MM)  (1964) 

 Modigliani and Miller argued that dividen policy is an irrelevant activity. It is because there is no relationship 

between capital structure and  capital earning, despite it is related to the level of risk. 
  

2. Bird In The Hand Theory : Gordon and Litner (1963) 

 Disagree with MM, Gordon and Litner argued that the dividen policy has a lower risk than transactional 

earnings (Gordon, 1963). The firm can give higher dividen for the high level stocks, so that it can increase the 

stock price.  
 

3. Tax Preference Theory : Litzenberger and Ramaswamy (1979) 

The investors prefer additional retained earning rather than dividen payment, because there is tax charged for 

the dividen, the rates is higher than firm earning’s tax.  

 

8. The Research Framework 

By giving a theorical illustration, this research have provide the research framework in paving out the 

understanding the research method, particularly in arranging the hypothesis, that based on the problem 

identification. This research have two different in measuring future performance, it likes measurement 
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firmperformance in future by using the equity valud and the earining, which is associated as a novelty in this 

research. The framework of this research is outlined by figure 2 below: 

 

 

   The Conceptual Framework  
 

 

 

          

                                     

                                           H4(+) 

H3(+) 

                             

                  

     

 

                                                                                                                                                                                               

                                            H1(+) 

                                                                                             

                                                                                                                                              

                          

                                                                   H2(+) 

 

 

 

 
Note: Arranged and compiled related to the research’s tittle and objectives. 

 

Figure 2: The Research Framework 

 

 

9. The Influence of Accruals Quality on the firm’s Future Performance 

After proposing the conceptual framework, the testing of accruals quality by using total accruals quality 

contributed the the positive ways on future performance. By doing the improvement the accruals quality, it can be 

predicted that the positive  fluctutation in  market price for the future. Therefore, the hypotheses are arranged as 

follow: 
 

H1: The Total Accruals Quality has a positive influence to the firm’s future performance. 

 

The management also tends to increase a high accruals quality by using the accruals in low level, so as the 

accruals are conducted in balance sheet’s components (Kerstein and Rai, 2007). Ping (2016) indicated that there is 

an effect of abnormal accruals on future performance, similar to Zuo (2015) who used the current period accruals 

to estimate the firm’s condition and prospect. Therefore the hypothesis are developed as: 
 

1. H1a :  accruals Quality has a positive influence on the future performance based on equity. 

2. H1b : accruals Quality has a positive influence on the future performance based on earnings. 

Variabel Control : 

 1.Firm’s Size 

2.Sales Growth 

3.The firm’s level of risk 

Earning Quality  

Dividen Policy 

Tax management with 

Tax Discretionary 

Accruals 

  Future Performance 

Accruals 

Quality: 

Total 

Accruals 

 

Future Performance 

Based on Earnings 

Future 

Performance 

Based on Equity 
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In this testing, the measurement of tax management is conducted with  discretionary tax accruals. If there is a 

positive discretionary tax accruals, it will give a positive contribution to the investor’s perception. By using the 

tax managemet to reduce potential  tax violation, it also gives positive contributions to the future prospects. 

Therefore, the hypotheses are arranged as follow: 
 

H2: the tax management level has a positive effect on the future performance. 

1. H2a : Discretionary tax accruals in tax management has a positive influence  on the  future performance 

based on equity. 

2. H2b : Discretionary tax accruals in tax management has a positive influence on the  future performance 

based on earnings. 

 

The high demand on the improvement financial report quality that predict the firm;s performance in the next 

period, is reflected by a high accruals quality (Elayan et al, 2016 and Bassiouny et al, 2016) and illustrated out the  

management reputation (Marti’nez et al, 2016). In last decades research, this testing indicates the contribution of 

dividen policy that effects the accruals usage in low level, including the increasing of high accruals quality. 

Therefore, the hypothesis is arranged as follow: 
 

H3: The dividen policy reinforces the positive influence t of accruals quality on the firm’s future performance. 

 

Chaudhary et al. (2016) assumed that dividend policy is a tool to estimate the measurement of  investor feedback 

regarding firm’s policies and performance, including future prospects, this is also supported by Tresl (2013). 

There is a reaction and anticipation of investors on earnings quality through the use of accruals, Zuo (2015) and 

Ping (2016) assumed that the use of accruals evoke the difficulty of predicting future prospects. Thus, the 

following hypotheses developed as: 
 

1. H3a: Dividend policy reinforces the positive influence of accruals quality on the future market performance 

based on equity. 

2. H3b: Dividend policy reinforces the positive influence of accruals quality on the future market performance 

based on earnings. 

 

Tax management is intended to reduce the opportunity for tax exposure or high increase in tax costs, so it can be 

confirmed that tax management has low level of the discretionary tax accruals (Ryu, 2014, Hu et al, 2015, and 

Lee, 2016). By boosting up the involvement of investors in the taxation policy, it provides management incentives 

to comply with tax regulations by measuring discretionary tax accruals in tax management policies. Thus, the 

following hypotheses are prepared: 
 

H4: Dividend policy reinforces the positive effect of tax management on the firm's future market performance. 
 

1. H4a: Dividend policy reinforces the positive influence of tax management by discretionary tax accruals on the 

future performance based on equity. 

2. H4b: Dividend policy reinforces the positive influence of tax management by discretionary tax accruals on the 

future performance based on earnings. 
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10. Data Collection Method 

The population in this test is a public firm in the manufacturing industry registered at the Indonesia Stock 

Exchange in the period 2000-2018. The sampling technique of this study was purposive sampling. The type of 

data in this study is secondary data, obtained through ICMD (Indonesia Market Capital Directory). 

 

11. Definition of Operational Variables: Future Performance 

To pointed out the investors’ anticipation testing, this empirical testing have the time value concept in predicting 

the future performance, that based on the Damodaran (2012) model and the approach of  life cycles and multistage 

growth models  (Bodie et al, 2013). Finally, the formula in predicting the future price have been arranged, as 

follow : 

                                                                  T 

Estimated Price t+1 = Po (1+g1)
 t
 + ∑   Divt (1+g1)

t
    +   Divt-1 (1+g2)    

                                                    t=1     (1+k)
t
                 (k-g2) (1+k)

t+1  
 …….………..,(a) 

 

We can provide  this table 2 in giving an illustration the prediction of growth rates: 

 

Table 2: Indicators of Future Performance Factor Level 

Future Market Value Description Growth Rate (g) 

Future Performance 

Based On Equity 

The mean  of Market Assets Growth 

for Each Firm x Period t 

Manufacturing Sector ... (1) 

Rate g with future 

performance mean of asset’s 

growth rate (1) 

Future Performance 

Based On Earnings 

The mean of Growth Rate Market 

Price of Each Firm x Period t 

Manufacturing Sector ……. (2) 

Rate  g with future 

performance  mean of 

earning’s growth rate (2) 
Source: The Compiled Data  

 
11.1. Future Performance Based On Equity 

The determination  the growth rate in future performance is estimated by the mean of total asset’s growth during 

the observation period, as shown out in table 2. 

Future Performance Based On Equity is = Estimated Price t / Equity t …………… .. (b) 
  

11.2. Future Performance Based On Earnings 

By using the indicators growth on measurement future earnings, it indicated on the mean of earnings’s growth the 

observation period, as shown out in table 2. 
 

Future Performance Based On Earnings is Estimated Price t / Earning t ........ ………. (c) 
 

Description: 

a. P0 is the market price in period t. 

b. Estimated Price t + 1 = the stock market prediction rate for period t + 1. 

c. Div t-1 and Div t = The amount of dividen in the previous and current period 

d. g 1 and g2 = The rate of the previous and current growth. 

e. k% = The mean of annual interest rate  
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12. Independent Variable: Total Accruals Quality 

This testing uses the model of Francis et al, (2005) in estimating the accruals quality in 5 time periods. The 

formula estimating the accruals quality through the regression equation is presented as follows: 
 

TAj,t =α + β 1 CFOj,t-1 + β 2 CFOj,t + β 3 CFOj,t+1+ β 4 ∆ Revj,t, t+1, + β 5 PPEj + εjt..(d) 

 

The Description: 

1. TA j, t = Total Accruals of firm j in period t. 

2. CFO t-1, CFOt and CFO t + 1 = Previous, current and future period of Cash Flow  

3. ∆ Rev = Revenue Change Rate for the Current and future Period. 

4. PPE = Rate of Current Fixed Assets (Property Plant Equipment). 

5. Total Accruals = abs (εjt,) X -1, which the absolute residual value of the firm j period t X -1 (Perotti and 

Wagenhofer, 2014). 
 

The expectation variables are as follows: β0> 0; β1> 0; β2> 0; β3> 0; ²4> 0; β5> 0 

 

13. Independent Variable: Tax Management 

In measuring tax management through discretionary tax accruals rate. The improvement of the discretionary tax 

accruals testing model  (Ryu, 2014, Hu et al, 2015, Lee, 2016 and Choudhary et al, 2016) can be arranged as 

follows: 
 

1. Total Tax Accruals, formulated as follows: 

 TTA j, t = α1 + λ11 (Net Profit) j, t + λ12 (Sales) j, t + e j, t …………………. ……… .. (e) 
 

2. Discretionary Tax Accruals are formulated as follows: 
 

DTA j, t = abs (ej, t) X-1 = TTA j, t - (α1 + λ11 (Net Profit) j, t + λ12 (Sales) j, t + λ13 (Deferred Tax) j, t + λ14 
(Tax Liability) j, t) + e j, t ……………………………. ... (f) 
 

The expectations for each variable are λ 0> 0; λ 11> 0; λ1 2> 0 λ 0> 0; λ 13> 0; λ 14> 0 
 

The Description: 

1. Net Profit = Net profit of firm j in period t. 

2. Sales = The rate of firm j Sales  in period t. 

3. Deferred Tax = The Deferred Tax Rate of firm j in period t. 

4. Tax Liability = The Amount of Payable Tax for firm j in period t. 

 

14. Moderation Variables: Dividend Policy 

This research  uses the dividend policy as the moderating variables, which are variables that can reinforce or 

enervate the direct relationship between the independent and the dependent variable. The  relationship between 

both variables can be positive or negative depending on the moderating variable, commonly known as  the 

contingency variable. 
 

The dividend pay out policy formula is    Dividend 

      Net Income ................................................ ... (g) 
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15. Control Variables: Firm Size (Size) 
Dahlia and Utama (2014) confirmed that the firm size  influences on the pattern of earnings management. The 

proxy of the amount of the net sales changes, indicates that the influence of large companies have the ability to 

obtain high net incomes, as researched by Fama and French (1997), Baker and Wurgler (2004), and Desai et al, 

(2004). This empirical test uses the natural logarithm (ln) of firm current total assets in minimizing the gap of  

measurement asset value.. 

 

16. Control Variables: Sales Growth 
This research uses the indicator of sales growth as a control variable, which is the growth rate of revenue from net 

income along one year. The formula for calculating the growth rate of the firm's sales is developed as follows: 

(Istianingsih, 2010) 
 

SGt = ((Sales t - Sales t-1) / Sales t-1) …………………………………………. ... ... (h) 
 

Description: 

1. Sales t = net sales of the current period 

2. Sales t-1 = net sales of previous period 

 

17. Risk Level 
The level of risk uses beta stock as an indicator of systematic risk that affects stock returns (Brigham and 

Houston, 2011 and Ross et al, 2007). The formulation of the beta coefficient of the firm's stock in a period of time 

is marked by the bi coefficient and can be formulated, as follows: 
 

βiM = σ i / σm X ρiM ………………………. …… .. ... ... (i) 
 

18. Descriptive Analysis of Research Objects 

We provide the summary of firm data is presented  in the form of tables, as follows: 
 

Tabel 3: The Structure of Research objects 

Description Total 

1. Go Public firm from 2000-2018 538 Companies 

2. Manufacturing firm conducting Dividen policy 155 Companies 

3. The Conducted Observations   2.256 Observations   

4. Observations  on firm conducting Dividen policy  1.251 Observations   

5. Observations failure in testing Outlier 68 Observations   

 Source: Secondary data processing  

 

19. The Statistical Test 
In reaching out the biased linerarity unstandardized estimating (BLUE) criteria, this research uses the outliner 

tests and classical assumption tests. The outlier data with the Winzorize method used 1.183 observations that have 

passed this test from all 1.250 observations. The results of normality test indicate that there are no operational 

variables that are normally distributed. The significant value of < 0.05, the table indicates the level of abnormal 

data. By using the central limit theorema approach (Hair et al. 2010; Gujarati, 2011) used for large sample sizes, 

when the test use a sample value of n> 30, there is a tendency to follow the normality curve. 
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The proof of the central value theorem (central limit theorem) is as follows: 

If X is the mean of a sample with size n taken from the population with the mean  µ and variance α2, then the limit 
distribution 𝑍 = �̅�−𝜇𝜎/√�̅� is close to the standard normal distribution when n → ∞. Mathematically can be written in 

the equation as follows:  lim𝑛→∞ 𝑃(𝑍 ≤  𝜋) = 1√2𝜋  ∫ 𝑒−𝑦22 𝑑𝑦𝑥−∞  

 

The empirical testing  results are seen in the table below: 

 

Tabel 4: Normality test of Operational Variables 

 

One-Sample Kolmogorov-Smirnov Test 
  

  

No Operational Variables name  

Test 

Statistic 

Asymp. Sig. 

(2-tailed) 

Keterangan 

< 0,05 

1 Total Accruals Quality 0.30 .000
c
 Abnormal 

2 Tax Discretionary Accruals 0.25 .000
c
 Abnormal 

3 Future Performance on Earings 0.48 .000
c
 Abnormal 

4 Future Performance on Equity 0.49 .000
c
 Abnormal 

5 Dividen Pay Out 0.13 .000
c
 Abnormal 

6 Log Total Asset 0.06 .000
c
 Abnormal 

7 Pertumbuhan Sales 0.49 .000
c
 Abnormal 

8 Tingkat Resiko 0.07 .000
c
 Abnormal 

 Test distribution is Normal.      Catatan: Tingkat signifikan 5 %  

 
By obtaining the Variance Inflation Factor (VIF) and Person Correlation Matrix. VIF rates indicate that there is 

no high colinearity and multicollinearity (2011). The test results in table 5 below: 

 

Tabel 5:  The Heteroskedacity Test on Total Accruals Qualtiy’s Measurement 

  

No  Operational Variables name t Sig. 

Collinearity 

Statistics 

Tolerance VIF 

1 Total Accruals Quality 25.413 .000 .728 1.373 

2 Tax Discretionary Accruals 9.495 .000 .291 3.437 

3 Dividen Pay Out 9.598 .000 .962 1.039 

4 Total Accruals Quality Moderation -4.657 .000 .033 3.214 

5 Tax Discretionary Accruals Moderation -.883 .037 .029 3.028 

6 Log Total Asset -.987 .032 .915 1.093 

7 Sales Growth -.830 .004 .984 1.016 

8  Risk .628 .043 .888 1.127 

Note: Significant level 5 % (F5%, 1.183)                            Source: Secondary data processing . 

 
In autocorrelation test as a rule of thumb,  Gujarati, (2011) stated that the rate of du = 1.84513 and dl = 1.9356, the 

maximum rate is 4-1.84512 = 2.15487. The test proves a good regression model, because it is free from 

autocorrelation. 
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1. The test of First Model is between future performance based on book rate with accruals quality, there is a 

Durbin Watson rate of 2.008. 

2. The test of the Second Model is between future performance based on book rate and the accruals quality, there 

is a Durbin Watson rate of 1,975. 

 

20. The Statistical Testing  

By using software SPSS in doing the multiple regression model, this empirical research have two testing model, 

based on the measurement of future performance. 
 

1. Testing For Future Performance on Equity 

The test uses future performance based on book value, the multiple regression test can be formulated as follows: 

Future Performance On Equity = 0.25 + 1.87 X1 - 8.30 X2 + 4,02 X3 + 2.98 X4 + 5,80 X5 + 0.07 X6 + 0.203 X7 

- 0.56 X8 + error …………… ... ... (1) 
 

2. Testing For Future Performance on Earnings. 

The test uses future performance based on earnings, the multiple regression test can be formulated as follows: 

Future Performance On Earnings = 0.69 + 4.78 X1 - 2.13 X2 + 1.14 X3 + 9.32 X4 + 2.69 X5 + 0.018 X6 + 0.453 

X7 +-0.208 X8 + error …………... ... (2) 
 

The result of multiple regression model testing is presented in tabel 6 below: 

 

Tabel 6: The Coefficient of Multiple Regression With  Total Accruals Quality 

Basic measurement  

The Independent  Variable 

Future Performance Based on 

Equity 

Future Performance Based on 

Earnings 

Operational Variable  Coefficient t Sig Coefficient t Sig 

1. Constant Coefficient Rate 0.258 1.974 0.049 0.692 2.003 0.045 

Dependent Variable       

2. Accruals Innate (X1) 1.87 5.628 0.000 4.78 5.454 0.000 

3. Discretionary Tax Accruals (X2) -8.30 -16.813 0.000 -2,13 -16.371 0.000 

4. Dividend Pay Out (X3) 4.02 5.826 0.079 1,433 6.273 0.055 

5.  Accruals Innate Moderation(X4) 2.98 11.074 0.000 9.320 13.104 0.000 

6.  Discretionary Tax Accruals 

Moderation(X5) 
5.80 1.882 0.001 2.698 3.319 0.001 

Control Variable       

7. Total Asset Log (X6) 0.071 0.821 0.041 0.018 0.798 0.042 

8. Sales Growth (X7) 0.203 0.038 0.097 0.453 0.033 0.097 

9. The Risk (X8) -0.563 -0.129 0.089 -0.208 -0.181 0.085 

a. Analysis Of Variance Calculate F 

Test 

b. Significance Level 

c. Adjusted R Square 

d. Coefficient R Square 

e.  Durbin Watson Rate 

152,474 (> Calculate F, 0,513) 

0.0000 (< 0.05) 

0.562 

0.750 

2.008 

113.868 (> Calculate F, 0.341) 

0.0000 (< 0.05) 

0.678 

0.680 

1.975 (1.845 < X <2.154) 

       Note: Level of significant 5 %                     Calculate F =(0.01,0,513)                    Source: The Secondary Data Processing     
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21. The Analysis For Statistical Testing 

The equation of the regression model (1) dan (2) indicates the constant coefficient rate that has a positive 

contribution to market performance based on book rate,  including the  positive perception of improvment 

accruals quality against on the expansion’s prospect. This test indicates that the first hypothesis (H1a) is accepted, 

when investors know the use of accruals in low level and all management’s effort in levelling up the the accruals 

quality, it will have a positive effect in the future performance. Based on the previous study, there is negative 

perception on usage of accruals, because of a misleading information in financial statement. Although this 

research have two different indicator for future performance, it have the same empirical testing, it can be seen that 

every management effort in leveling up the usage of accruals quality, it will sign “good news”. By obtaining the 

high earning quality, it help the investor out estimate the required return in accurate ways and the management 

deduct the agency cost. 
 

The tax management variable indicates that the number of the influence coefficient of discretionary tax accruals 

on future performance  has a negative and significant level. It means the tax management have no contribution on 

improvement earning quality. The management tend to use the dynamically the tax payment, it reflect the 

company’s willingness to make the high or low tax payment, which has no relationship to improve the earning 

quality. The test shows that the second hypothesis (H2a) is rejected the investor's perception will be negative, 

when there is no an influence relationship. 
 

The test of the moderating variable of the accruals quality has a positive contribution, this reflects the implication 

between the good quality of total accruals accompanied by the expected dividend policy. This reflects that the 

third hypothesis (H3a) is accepted, The dividend policy take on management a pressure to improve the earning 

quality and minimize the possibility of using accruals. This one forces the investor’s involvement in monitoring 

and checking every strategic decision. This empirical result has reinforced the the previous study, that dividend 

policy was used to sign “positive” for illustrating the current firm’s performance. It is empirical explanantion 

about high yielded dividend pay out in Indonesia, the other advantages is to pave the management out for 

planning the expansion in the future, especially the reduction of company’ risk. 
 

In testing the tax management moderation variable, it shows that dividend policy have no contribution on the 

ability of management to make higher or lower tax payments. The results of this test indicates that the fourth 

hypothesis (H4a) is rejected, because the tax management have no positive contribution on future performance. 

The relationship dividend and tax management have restricted on interaction significantly.Based on the 

moderation testing  are arranged in table 7 below: 

 

Tabel 7: The Moderation Testing of  Total Accruals Quality and Dividen Policy 

Basic 

Measurement 

Future Performance Based on Equity Future Performance Based on Earnings 

 Variable  

 

 

Dividend 

Policy 

Total 

Accruals 

Moderation 

Tax 

Management 

Moderation 

Dividen

d Policy 

Total 

Accruals 

Moderation 

Tax 

Management 

Moderation 

Signifikan 0.079/2 0.000/2 0.000/2 0.055/2 0.000/2 0.000/2 

Result  Significant Significant  Significant Significant 

Cocnlusion  To strenghen Interaction  To 

strenghen 

Interaction 
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By doing the significant level by one tail, where the significant level had been divided by two. Both the 

moderation are in significant level, when the sig level is lower than dividend’sig. The table 7 shown out the 

dividend have been a moderation variable to strengthen total accruals quality on the future performance, the 

dividen forces management to minimize the using of accruals and improve the total accruals quality in obtaining 

the the positive investor’s perception. The dividend have not been a moderation to strengthen or weaken tax 

management on the future performance. The combination of implementing the dividen and tax management could 

have the positive perception, when the investor could estimate the potential possibility of tax liability exposure.  

 

22. The Control Variabel Testing 

By testing the control variable, it signifies that asset growth and sales level has reduced out the risk. This test 

shows that the high investor’s sensitivity on future prospect, it has pointed out the rising of  sales and total asset as 

the critical indicator for expansion in future. The growth of the firm's performance runs very slowly or low in 

expansion, it can be seen by the negative rate of the sales growth coefficient. including the increase of the risk 

level. When the management had succed to develop the new business, it gave been a reduction factor for risk 

level, it can be predicted company’s willingness to fulfill the required return in future. 

 

23. The Mapping of Investor Reaction to Financial Report Publicity 

By looking over the relationship accruals quality and future performance, this empirical testing used the tree 

decision model to trace out the investor ability in estimating the using of accruals. The mapping of decision tree 

model between the management behavior and investor reaction, it can be seen in the figure below. 

 

 

        Note: The empirical result    Go Short = to sell        Go Long  = To purchase 

 

Figure 3: The Mapping of Investor Reaction to Financial Report Publicity By Decision Tree Model on 

earnings management and Dividen policy 

 
By using figure 3, this testing illustrates a relationship between investor’s decision and the accounting policy has 

a reciprocal relationship and provides feedback. This reflects an the game theory is in terms of the financial 

statements publication period, so that for the understanding the pattern of  interaction process between the 

publishing period and investor reactions,  the figure is arranged as below. 

Dynamically in implementing Dividend Pay Out Policy 
Publishing The 

Financial Statement 

Low Risk: Accruals Negative 

High Risk: Accruals Positif 

High Yielded Dividend: 
High Probability 

Low Yielded Dividend:  

High Probability 

 

 Go Long 

 G0 Short 

Low Yielded Dividend : 
Low Probability 

High Yielded Dividend:: 
Low Probability 

Go Short 

Go Long 
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Note: In this way illustrates that the decision making depends on the policies taken by the firm in publishing financial 

reporting, because of discretionary authorize in determining the method of accounting calculation. 

 

Figure 4: Game Theory between Accounting policy and Investor’s Behaviour 

 
This empirical research have to verify the existence of the game theory, regarding the relationship between the 

using of accruals in financial information and investor’s perception, it can be explained by the concept of 

improvement the earnings quality. This empirical test illustrates the behavior of management in carrying out the 

accruals in performance reporting, absolutely it can influence the judgment and valuation in reviewing the firm’s 

operational policy. The game theory is used to show out the investor’s preference on the firm policies and 

accounting policy, which plays an important role in taking the decisions making. By conducting a relationship 

between financial statements and investor behavior, the game theory pattern is arranged in illustrating the 

feedback flow, related to the issuance of the annual financial statements. 

 

 

23. Conclusion 

This empirical study has several conclusions, which can be presented as follows: 

1. The accruals quality test on the book value-based market performance indicates a positive contribution, as 

well as the empirical tests on the future performance on earnings. The positive contributions indicate that 

investor perceptions are positively formed by the use of accruals quality in publishing the financial statement, 

thus the use of accruals is not entirely opportunistic and it is used by management as a communication 

process regarding future firm prospects. The negative contributions are formed when the pattern of 

opportunistics  cannot be detected by capital market players, especially in distinguishing the “prospective” 

firms, which conduct the positive or negative manipulation. 

2. This test verifies that the tax management policy through discretionary tax accruals quality encourages the 

management to reduce out  the accruals quality, this is demonstrated by the lower ability to pay taxes. The tax 

management is able to make  the positive contribution on the future performance based on equity and earning, 

when the investor realize that it can level down the tax explosure in the future. The positive contributions are 

formed, when management has a willingness to pay the tax rate in accorandce with the tax provisions by 

reducing out the ability to pay higher or lower. 

3. The measurement of accruals quality indicates that dividend policy encourages management to reduce out the 

accruals quality at a lower level, related to the determined performance achievement in the future.  The 

positive contribution on the dividend policy, when the high quality of accruals is expected to be able 

complying the level of investment expectations, so that it has a tendency to be a positive perception. The 

negative contributions are formed, when a firm has a low level of accruals quality, management tends to use a 

Investor Decision: The Pattern Of Feedback 

Procedural 

Accounting 

Policy   

 

Accounting

Standard 

Sale Purchase 

Action I: Low Accruals  

Action II: High Accruals  

High Probability 

Low Probability 

Low Probability 

 

High Probability 
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dividend policy as a measurement indicator for the  estimating the company’s prospects in future. It sign that 

the operationtal in this company has been run well. 

4. The moderation testing on tax management that the dividend policy could not strengthen or weaken the usage 

of discretionary tax accruals, because of the in-consistent in planning the tax payment. The proclivity of 

management is to make the adjustment into the management tax dynamically, it depends ont the maagement 

objection in determining the firm value. When the investor have been involved in designing the tax 

management, it supported the dividen policy for contributing positively to the future performance. By 

predicting the capability to expansion in the future, it indicates that the dividends policy and tax management 

payment give the proper estimation in the future, uncluding tax obedience against the tax regulation.  

 

24. Recommendations for Further Research 

Based on the results of empirical testing, the recommendations are suggested as follows: 

1. For further research can be expected to develop a novelty in  research method that is able to combine 

primary and secondary data, particullary an innovations usage in a "representative" model. 

2. In measuring the level of accruals quality, the future research expects a more comprehensive measurement 

of accruals quality, it can help  out that investor to distinguish the signal “good” and “bad” for predicting 

the company performance in the future, which  has are more "valid" and "easy" indicators. 
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