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This study aims to analyze the positive effect of institutional
ownership on accounting conservatism, analyze the negative
effect of debt covenants on accounting conservatism, and
analyze the effect of growth opportunities on accounting
conservatism.The population in this study are companies
listed in BUMN in the 2016 — 2018 financial year. All BUMN
companies listed on the IDX are used. Sampling was carried
out using purposive sampling method and had certain
criteria. The data collection method used is the
documentation method from electronic media. The data was
obtained from the internet (www.idx.go.id and company
website). Data analysis using multiple linear
regressionanalysis. The discussion that has been stated, the
following conclusions can be drawn; 1). Institutional
ownership  structure has no effect on accounting
conservatism.  2). Debtcovenants have no effect
onbaccounting conservatism. 3). Gross opportunity has a
significant positive effect on accounting conservatism.
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INTRODUCTION

Institutional ownership is the percentage of the number of shares owned by

How to cite:
E-ISSN:
Published by:

Gracela Mayaniputri Tamur. (2021) He Effect of Institutional Ownership,

Debt Covenant and Growth Opportunity on Accounting Conservatism.
Journal Eduvest. 1(8): 784-793

2775-3727
https://greenpublisher.co.id/



https://creativecommons.org/licenses/by-sa/4.0/

Gracela Mayaniputri Tamur

institutional parties from the total number of outstanding shares of the company
(Mahariana & Ramantha, 2014). Institutional parties include insurance companies
(Ngadiman & Puspitasari, 2017), banks, investment companies and ownership by other
institutions (Yendrawati, 2015). Agency theory explains that there is an agency
relationship between managers and principals (Ardiansyah, 2014), the proportion of share
ownership by external parties of the company can affect the level of conservatism applied
by the company in preparing its financial statements (Limantauw, 2012).

Institutional ownership has the ability to control management through an effective
monitoring process (Siregar, 2017) so as to reduce management's actions to manage
earnings and tend to ask management to apply conservative accounting (Oktomegah,
2012). (Rebecca & Siregar, 2012) states that institutional investors have a fairly large
equity investment so that institutional investors are encouraged to monitor the actions
(Sembiring, 2017) and performance of managers more closely (Damayanti, Edy Sujana,
Werastuti, & SE, 2015).

Other supervision that can be carried out is by providing inputs as consideration for
managers (Susanto, 2011) in running the business and through the General Meeting of
Shareholders (GMS) (Rizkianti, 2017). The greater the institutional ownership of the
shares (Putri & Putra, 2017), the more effective the supervision will be because it can
control the opportunistic behavior of managers and reduce agency costs (Pratiwi &
Yulianto, 2016). The size of the share ownership structure can affect the company's
policy and decision making (Syadeli, 2013).

Institutional Ownership Ownership of public companies used to be seen as
scattered among many shareholders (Fadillah, 2017), but in reality this is not entirely true
today (Zaudah Cyly Arrum Dalu & Mojibur Rohman, 2019), especially for countries
other than the United States. According to Zhang in Tarjo (2017), companies outside the
United States are generally controlled by large shareholders. Research conducted by La
Porta et al. (2018), as well as Faccio and Lang (2017) find that ownership of public
companies in almost all countries is concentrated, except in the United States, United
Kingdom and Japan. Indonesia is included in the group of countries whose share
ownership in public companies is concentrated. The main agency problem in companies
with this concentration of ownership is the conflict between the controlling shareholder
and the minority shareholder. When associated with this research, it can be described how
institutional investors as the majority shareholder use their control to influence the
company's accounting conservatism policy. In short, institutional ownership means share
ownership by other institutions.

Institutional ownership is one of the tools that can be used to reduce agency
conflict. Eriandani (2018) states that institutional investors usually control a large number
of shares so that they can influence decision making. Through a large proportion of
institutional ownership, owners can direct management actions to apply conservative
accounting principles with the aim of avoiding opportunistic actions by management to
manipulate company performance. Research conducted by Wardhani (2017) states that
the greater the institutional ownership in the company's ownership structure, the more it
encourages the use of conservative accounting principles as measured by accrual
measures. Similar results were also obtained in a study conducted by Indrayati (2017),
where he stated that institutional ownership has a positive and significant relationship to
the level of accounting conservatism. (Ramadona, Tanjung, & Rusli, 2016) states that the
greater the institutional ownership, the greater the monitoring (monitoring) carried out on
the company's management and the greater the demand for transparent information.

The principle of conservatism states that when choosing between 2 or more
acceptable accounting techniques, it is preferable to choose the one that has the least
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impact on shareholder capital. Several things that affect conservatism, one of which is the
ownership structure. The ownership structure gives a different meaning in terms of
overseeing the running of the company. The ownership structure is the type of institution
or company that holds the largest share in a company (Wahyudi and Pawestri, 2017) in
(Sabrinna, 2018:15). Institutional ownership structure is the percentage of the number of
shares owned by the company compared to the number of shares owned by external
parties. The size of the share ownership structure can affect the company's policy and
decision making (Deviyanti, 2018: 28).

Research conducted by Deviyanti (2018) which examines the factors that influence
the application of conservatism in accounting using the dependent variable conservatism
and the independent variables are managerial ownership structure, institutional ownership
structure, public ownership structure, firm size, and leverage. The results show that
managerial ownership structure, institutional ownership structure and public ownership
structure have a significant and negative effect on conservatism. Meanwhile, firm size
and leverage have no effect and are positive.

Another factor that influences conservatism is growth opportunities, growth or
company growth is a reflection of the value of a company, which is related to the survival
of the company (Evana, 2016:4). According to research by Resti (2016) which discusses
the factors that influence accounting conservatism, it states that growth opportunities,
litigation, taxes, debt contracts, ownership structure have a significant influence on
conservatism. Meanwhile, according to Winelti, Elfiswendi, and Yeni (2016) who
conducted research on the effect of institutional ownership, debt covenants and growth
opportunities on accounting conservatism, the results showed that institutional ownership
had a significant effect on conservatism while debt covenants and growth opportunities
did not have a significant effect on conservatism. . Based on the factors mentioned above,
the researcher uses institutional ownership structure, debt covenants and growth
opportunities as factors that are thought to explain variations in the practice of accounting
conservatism.

RESEARCH METHODS

The data used in this study is secondary data, namely OK Stocks, IDX Statistics,
IDX Factbook, closing stock prices at the end of the year and the number of shares
outstanding at the end of the year. Annual financial statements and notes to financial
statements. The population in this study were companies registered in BUMN in 2016 —
2019. Sampling was carried out using the purposive sampling method and had certain
criteria. The criteria used are as follows: 1). BUMN companies that are listed on the
Indonesia Stock Exchange (IDX) and publicly report their financial statements and
publish financial reports consistently and completely from 2016 — 2019. 2). Companies
that publish complete financial reports and data. 3) Does not have negative leverage.

The data used in this study is secondary data in the form of the company's annual
financial statements obtained from the IDX website page, especially data from 2016 -
2019. The type of data collection used is time series. Descriptive statistics are statistical
methods used to describe the data that has been collected. Descriptive statistics provide
an overview or description of a data seen from the average value (mean), standard
deviation, maximum, minimum. The information in these descriptive statistics will be
presented in a concise, neat, and can provide core information from the existing data set.
Data information that can be obtained from these descriptive statistics includes the size of
the data concentration, the size of the data spread, and the tendency of a data set. There
are four kinds of classical assumption tests that will be used to test the data in this study
(Heteroscedasticity Test, Normality Test, Multiculinearity).
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Testing the hypothesis of the effect of institutional ownership structure variables,
Debt Covenant and Growth Opportunities on accounting conservatism (H1, H2, H3)
using multiple regression analysis tools.

RESULTS AND DISCUSSION

A. Descriptive Statistical Analysis
This study uses 3 independent variables, namely Institutional Ownership, Debt
Covenant, Growth Opportunity. While the dependent variable in this study is accounting
conservatism. Descriptive statistics in this study aim to provide an overview of the
relevant information contained in the study. Descriptive statistical testing using SPSS
version 20 program with the following results:
Table 1. Descriptive Statistical Analysis Test Results

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Con 4 1025 9816 4 2792.900

4 476.11
X1 4 0 9 9 1.930

4 7
X2 4 0 6 3. 1.907

4 02
X3 4 -10 254 2 58.006

4 7.35
Valid 4

o

N (listwise)

B. Classical Assumption Test Results

Normality test

Normality test aims to test whether the processed data is normally distributed or
not. The normality test of the data was carried out using the P-P plot test with the help of
the SPP version 20 program. The results of the data normality test are as follows:

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: CON
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Figure 1 Normality test using p-p plot method

Based on Figure 2 above, for the normality test using the p-p plot method, the
results obtained are not significant from the normality test, the data spreads away from
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the diagonal line does not follow the direction of the diagonal line does not show a
normal distribution pattern, then the regression model does not meet the normality
requirements of this study. A good regression model is a regression model that has a
normal or close to normal data distribution.

Multicollinearity Test

Multicollinearity test aims to test whether the regression model found a correlation
between the independent variables/independent variables. The multicollinearity test of the
data in this research uses SSPS Version 20. The results of the multicollinearity test of the
research data are as follows:

Table 2 Multicollinearity test

Model Collinearity Statistics
Tolerance VIF
1 X .994 1.006
1
X 932 1.073
2
X .926 1.080
3

a. Dependent Variable: Con
Coefficients

Based on table 2, it can be seen that the research conducted is free from the
problem of multicollinearity. This is shown by evidence that the institutional ownership
variable (X1) produces a VIF value = 1.006 Tolerance 0.994 while the debt covenant
variable (X2) produces a VIF value = 1.073 Tolerance 0.932 and the growth opportunity
variable (X3) produces a VIF value = 1.080 Tolerance 0.926 where This value indicates
that the regression model is free from multicollinearity symptoms because the VIF <10
and the Tolerance value> 0.1.

Heteroscedasticity test

Heteroscedasticity test aims to test whether the regression model found a
correlation between independent variables or not. The results of the heteroscedasticity test
are as follows:

Scatterplot

Dependent Variable: Con

Regression Studentized Residual
o
o

Regression Standardized Predicted Value

Figure 2 Hetetoscedasticity Test Results

Based on Figure 2, it can be seen that in this study it was free from
heteroscedasticity. This is in accordance with the basis for decision making. If there is no
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clear pattern, and the points are spread above and below the number 0 on the y-axis, it
indicates that there is no heteroscedasticity problem.

C. Multiple Regression Test Analysis Results

Coefficient of Determination Test (R2)

The coefficient of determination aims to find out what percentage of the influence
given by variable X simultaneously (simultaneously) to variable Y. The following are the
results of data processing seen in the following table

Table 3 Coefficient of Determination Test Results

Model Summary”

Model F R Square Adjusted R Std. Error of the Durbin-Watson
Square Estimate
1 : .082 131 2775.151 1.995
286°

a. Predictors: (Constant), X3, X1, X2
b. Dependent Variable: Con

Based on table 3, it can be seen that the determinant coefficient (Adjusted R
Square) is 0.131 or 13.1%. This shows that the perception of institutional ownership, debt
covenants, growth opportunity, on accounting conservatism is 13.1% while the other
86.9% are factors not examined in this study.

Simultaneous Effect Test (F Test)

The F test aims to determine whether or not there is a simultaneous (simultaneous)
effect given by the independent variable (X) on the dependent variable (Y). The basis for
decision making in the simultaneous test is the calculated F value > F table. The
following are the results of data processing using SPSS version 20 with the following
results:

Table 4 Simultaneous Effect Test Results (F-Test)

ANOVA?
Model Sum of Squares Mean Square F Sig.
f
Regression .594 198 3.184 .000°
Residual .838 7.946
0
Total 432
3

a. Dependent Variable: Con
b. Predictors: (Constant), X3, X1, X2

Based on table 4, the results show that the independent variable has an effect of
0.000, which is smaller than 0.05. The calculated F value in this study is 3.184 which is
above the F table which is 2.84. Thus, it can be concluded that institutional ownership,
debt covenants, growth opportunity simultaneously (simultaneously) against accounting
conservatism.
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T-test
The t-test was used to test the significance of the relationship between variables X
and Y, whether accounting conservatism (X1), institutional ownership (X2), debt
covenants (X3) growth opportunity (Y). The results of the t test are as follows:
Table 5 Partial Test Results (t Test)

Coefficients®

Model Unstandardized Coefficients Standar t Si
dized g.
Coeffici
ents
B Std. Error B
eta
1 (Consta 49 910.397 5. .0
nt) 99.666 492 00
X1 16 220.018 .0 3. .0
.784 12 076 42
X2 24 229.890 A 7. .0
9.526 70 085 25
X3 9. 7.582 A 3. .0
036 88 192 03

a. Dependent Variable: Con

D. Discussion
Table 6 Variable Calculation Results

Description T Sig Decision
H1 Institutional ownership Accepted
structure has a significant 5.492 0.000
positive effect on
accounting conservatism.
H2 Debt Covenant has a 3.076 0.042 Accepted

significant positive effect
on accounting conservatism
H3  Growth Opportunity has a 0.003 0.025 Accepted
significant positive effect
on accounting conservatism

Based on the calculation results presented in table 6, it can be explained as follows:

1) The effect of institutional ownership structure on accounting conservatism.
Based on the results of calculations in table 6, the institutional ownership structure
variable has a t table value of 5.492 with a significance value of 0.042 at a significance
level of = 5%. Because the significance value is 0.42 <0.05, this indicates that the level of
institutional ownership structure affects the application of accounting conservatism so
that H1 is accepted. This means that institutional ownership structure variables are
predictors that can affect companies in applying the principles of accounting
conservatism. In other words, the proportion of institutional ownership structure in
BUMN companies listed on IDX in 2016-2019 is still relatively low. This shows that

790 http://eduvest.greenvest.co.id



Gracela Mayaniputri Tamur

most of the company's management in the sample companies have a larger proportion of
shares in the companies they manage. Thus, the low institutional ownership structure in a
company indicates that institutional investors are suspected of not being optimal in
monitoring management behavior and performance.

In addition, institutional investors are suspected of not having a sense of ownership
of the company and only focusing on high returns on their investments in the form of
high dividends and capital gains without taking into account the company's reported
profits. This could be the cause of institutional ownership structure not having a
significant effect on accounting conservatism. The results of this study are consistent with
research conducted by (Savitri, 2018) which states that institutional ownership structure
has no significant effect on accounting conservatism.

2) Effect of Debt Covenant on Accounting Conservatism

Based on the results of the calculations in the table, the Debt covenant variable has
a table value of 3,076 with a significance value of 0.042. the significance of the Debt
covenant variable is smaller than the significance level of = 5%. This shows that the debt
covenant has a positive direction and has a significant effect on accounting conservatism.
The results of this study indicate that debt covenants have a significant positive effect on
accounting conservatism or H2 is accepted. This is because if the Debt Covenant is not
approaching his retirement period, the Debt Covenant will tend to be careful in making
decisions which will produce quality profits. In other words, debt covenants that are not
close to retirement will tend to apply the principles of accounting conservatism.
According to Almilia (2018), the profit value presented in financial statements prepared
by applying the principle of conservatism will produce quality profits because it shows a
minimum profit (understatement) or profit whose value is not exaggerated.

In their research, Shimin and Serene (2017) state that debt covenants who are
nearing retirement from their positions will increase profits to become overstatements by
increasing income so that the bonuses they get will be high. Debt covenants will also
increase revenue and reduce costs so that the profit generated is high (overstated) so that
their performance will be assessed as good by the company and not dismissed from their
executive positions. approaching retirement age will tend to manipulate earnings to
improve short-term performance before they are dismissed from the company.

3) The effect of growth opportunity on accounting conservatism

Based on the results of the calculations in the table of institutional ownership
structure variables, the t table value is 0.003 with a significance value of 0.025. the
significance of the growth opportunity variable is smaller than the significance level of =
5%. This shows the growth opportunity that high and low affect the application of
accounting conservatism so that H3 is accepted.

This means that the growth opportunity variable is a predictor that can affect
companies in applying the principles of accounting conservatism. In other words, the
amount of debt does not guarantee companies to be more careful in making decisions.
With the acceptance of H3, this shows that the creditor supervises the operation of the
company's operations and accounting methods so that the creditor provides leeway for the
manager in his debt agreement. In addition, creditors only focus on management's ability
to pay loan principal and loan interest smoothly without taking into account the
company's reported profits so that the high and low level of growth opportunity does not
affect the company in implementing accounting conservatism.
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CONCLUSION

Based on the results of data analysis using multiple linear regression analysis
consisting of the F test, t test, and the coefficient of determination (R2) test as well as the
discussion that has been carried out, the researchers can draw the following conclusions:
1) Institutional ownership structure affects accounting conservatism, 2) Debt covenants
have an effect on accounting conservatism, 3) Gross opportunity has a significant positive
effect on accounting conservatism.
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