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1.  INTRODUCTION

The study aims to identify the determinant
factors that affecting earning management
practices of companies. We used firm size, age,
leverage (DER) and profitability (ROA) as
independent variables in term of earnings
management detection. There were 344 listed
companies in Indonesia Stock Exchange at the
year of 2017 and 2018, hence we obtained 688
observed data as samples. Purposive sampling
and multiple regression were employed as
sampling and analysis methods, respectively.
The results show that firm size, age and ROA
have a significant effect toward earnings
management, whilst DER has no significant
effect towards earning management. In
addition, earnings management detection
provides information to investors and potential
investors in decision making process.

Profit is a fundamental and important part of financial reporting in various

contexts. Profits are generally seen as the basis for taxation, a determinant of dividend

payment policies, guidance in carrying out investments and decision making, and an

element in forecasting (Belkaoui, 2007). Profit is a measurement of performance of a

company summary based on accrual-based accounting. Earnings information on financial

statements is generally the main concern in estimating performance or seeing management

accountability (Bestivano, 2013). However, earnings information is often used as

manipulation target through opportunistic actions by management to maximize its

satisfaction due to the tendency of those who pay attention to profit and this is realized by
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management, especially managers whose performance is measured based on the earnings
information, thus encouraging actions to manage earnings (Savitri, 2014). This behavior is
influenced by the presence of asymmetry information in the concept of agency theory. An
agency conflict will arise if each party, both the principal and the agent (manager), has
different interests to strive their respective interests. Both the agent and principal aim to

maximize their profits, thus the gap is used by managers to manage earnings.

Earnings management is a concept implemented by companies in managing financial
reports purposes to appear to high quality report (Bestivano, 2013). Therefore, management
has a tendency to expose appropriate financial reports, even more serious if they modify the
reports on purpose in regard their personal interest, such as to maintain a position or get
high bonuses. A stable profit does not fluctuate much from one period to another, thus it is
considered a good achievement.We employ several factors in detecting earnings
management practices in a company, including firm size, age, leverage, and
profitability. Firm size is be measured in various ways such as the total assets, total income,
and total capital of a company. Total assets can be used to show how big a company is, if a
company has large total assets, the company more able to earn profits than smaller total
assets company, thus it is prone to earnings management practices (Turegun, 2016;
Jiraporn, 2007; Tehrani et al., 2011). Firm age is the age from its establishment year until
current observation year. Long-established companies are deemed to be more trusted due to
the ability to gain higher profits compared to newly-established counterparts (Agustia &
Suryani, 2018). Leverage is used to measure how much the company is financed with
debt. Debt is needed to gain benefits greater than the cost of assets and sources of
funds. Leverage and profitability are measured with debt to equity ratio (DER) and Return

on Assets (ROA), respectively.

Despite several previous studies that support the abovementioned variables as the
determinant factors in detecting earnings management, there are some contrary results
remain. Such as the study of Siregar and Utama (2008); Agustia and Suryani (2018);
Wardani and Isbela (2017) which similarly conducted in Indonesia show that firm size has
no significant effect to earnings management. Further, Gunawan et al. (2015) has found
that profitability has no significant effect to earnings management, whilst Savitri (2014) has

revealed that age has insignificant effect towards earnings management. Moreover, the
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study of Wardani and Isbela (2017) shows that firm size, profitability and age have no
significant effect to earnings management. Lastly, there are several studies stated
insignificant association between leverage and earnings management (Tala and Karamoy,
2017; Jao and Pagalung, 2011; Gunawan et al., 2015).

We use in term of total or observed accrual (TAC) in measuring earnings
management. TAC is often used by managers in detecting earnings management practices
due to the discover possibility is lower than that of traditional accounting practices. In
contrast, TAC is easier to apply rather than the traditional methods counterpart (Mendes et
al., 2012). However, this method is unfamiliar to those investors and stakeholders that
resulting earnings management practices under detected. Therefore, this study is disparate
from the prior studies that commonly used the traditional accounting approaches in
earnings management (e.g., the study of Bao and Bao, 2004; Habib, 2005; Daske et al.,
2006; Tseng and Lai, 2007). Therefore, the study purposes to identify the relationship
between firm size, age, leverage, profitability to earnings management using the accrual-
based method namely TAC. The samples are 344 listed companies on Indonesia Stock
Exchange in 2017 and 2018.

2. LITERATURE REVIEW
Agency Theory

The theory that underlies this research is agency theory. Agency theory emerges due
to the contractual relationship between two parties namely, agent and principal. An agent is
a party that is mandated certain task or responsibility by a principal as a decision maker,

which is mutually benefits both of each party (Mursalim, 2005).

Scott (2000) states that agent and principal aims to maximize the utility with their
internal information. Meanwhile, the agent has more information than the principal that
boosting increase to information asymmetry. More information that managers have, trigger
actions regarding the desire and interest to maximize their utility. Meanwhile, due to the
less information, it will be not easy for investors to supervise each action taken by

managers.
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Earnings Management

Earnings management is a smoothly manipulation of financial reports within certain
limits that does not break the financial reporting standards. It is played by management
using its authority to select the accounting method permitted by the standard. Managers
have the flexibility in selecting accounting methods and policies from a variety of
alternative methods and policies. According to Scott (2000), earnings management actions
can be taken in various forms. Some of the patterns used by managers in earnings
management include:

a. Increasing income by accelerating the recording of income, delaying costs and
transferring costs for other periods to increase profits.

b. Income Minimization is carried out when the profitability of a company is extremely
high in order to reduce the possibility of political costs.

c. Taking a bath which is also called the big bath. It can occur during periods of stress
within the organization or reorganization, such as a CEO replacement.

d. Income smoothing, which is intentionally reducing or increasing profits to reduce
volatility in the earnings report, so that the company less risky and appear financially
stable.

We used total or observed accruals (TAC) in term of measuring the earnings
management practice of a company. Accruals is measured by subtracting net income to
total cash flow, this calculation is able to represent the cumulative effects obtained from the
application of the accrual basis in conventional accounting models(Mendes et al., 2012;
Lazzem and Jilani, 2017).

Firm Size

Company size is a scale in which the size. The larger size of a company the higher
tendency to use larger debt to meet its funding needs than the small companies therefore
bigger company tends to manage their earnings (Riyanto, 2010). Moreover, several
previous studies reveal that large firms do earning management more than that of small
firms (Turegun, 2016; Jiraporn, 2007). Larger companies with large board attract more

attention because they attain bigger earnings than small firms do. Hence they have to
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undergo some mechanisms to distribute their earnings (Tehrani et al., 2011). Managers

mostly choose accounting standard to report lower earnings in order to reduce taxes.

We use in term of total assets to measure firm size, further it is transformed into a

natural logarithm (Ln).
Hi1 : Firm size has a significant effect to earnings management
Age

The age of the company used is the age since its establishment until the company has
been able to run its operations. Firm age has been found associated with earnings
management (Agustia and Suryani, 2018). Theoretically, newly-established companies
difficult to gain funds in regard to capital market (Zen & Herman, 2007). long-established
companies tend to manage their earnings because they experiencing the financial

management of a company longer than newly-established companies.

H> : Age has a significant effect to earnings management

Leverage

The leverage ratio measures how much a company is financed by debt. If the
company gets a lower profit than its fixed costs, the use of leverage will reduce shareholder
profits (Harjito and Martono, 2014). Leverage is measured using a debt to equity ratio by
dividing total liabilities to total assets. Higher DER indicates higher financial risk of a
company. Therefore, higher leverage increase the tendency of management to manage their
earnings (Agustia and Suryani, 2018; Savitri, 2014; Wardani and Isbela, 2017; Lazzem and
Jilani, 2017).

Hz : Leverage has a significant effect to earnings management

Profitability

Profitability is the level of net profit that the company succeeds in carrying out its
operations. In relation to earning management, profitability can influence managers to carry
out earnings management. Because if the profitability of a company is low, managers will
generally take earnings management actions to save their performance in the eyes of the

owner. Profitability is measured by Return on Assets (ROA) by dividing net income to toal

Earnings Management and Its Determinant (Study of Listed Companies on Indonesia Stock
Exchange) 93



Hamzah, Ghozali, & Khamisah

assets. ROA reflects as a measure of the rate of return generated by organizational assets
(Atkinson et al., 2004), or how the ability of a company to increase net income based
on certain asset levels. The higher the ratio obtained, the more efficient the asset of a
company. Thus, ROA is used to perceive how much the combined effect of margin and
asset turnover is (Higgins & Postma, 2004). Profitability has been shown significant effect
toward earnings management (Dechow et al. 1995; Kaznik1999; Goel and Kapoor, 2016),

therefore the hypothesis is:

Hs : Leverage has a significant effect to earnings management

3. RESEARCH METHODOLOGY
Population and Sample

The population in this study are all companies listed on the Indonesia Stock
Exchange (IDX) circa 2017-2018. There are 344 companies obtained as samples

using purposive sampling by these following criteria:
a. Listed onthe IDX in 2017 and 2018;

b. Consistently issue financial reports and annual reports during the research year

period;
c. Data availability during the research period.
Operational Variables

There are four independent variables used in this study, namely firm size, age,
leverage and profitability. Further, we identified the link between these independent

variables to earnings management. The variables description refer to Table 1.
Data Analysis Technique

This study used quantitative and qualitative approaches to analyse data obtained from
a particular population or sample. The data used in this study are secondary data in the
form of financial reports on companies listed on IDX. Panel data regression has been
employed to test the hypothesis. Ajija et al. (2011) stated that the advantage of panel data is

it has implications for the data that does not have to test classical assumptions in the panel
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data model because research using panel data allows the identification of certain parameters
without the need to make strict assumptions or do not require the fulfilment of all classical
assumptions of linear regression such as Ordinary Least Square (OLS). The regression
model is described as follows:

YEMit = a 1 + B1Sizeit + p2Age it + B3DER it + B4ROA it + ¢

Whereas,

a = Constant

B = Coefticient

YEM = Earnings Management

Size = Company Size

Age = Company Age

DER = Leverage

ROA = Profitability

e = Error Term

it = Institutional (Company), Time (Time)
Testing the research hypothesis is conducted by these following tests:

a. Determination Coefficient Test (R2)

The coefficient of determination (R2) is used to measure how much the independent
variable can explain the dependent variable. This coefficient is used to show how
much the total variation in the dependent variable can be explained by the variables
in the regression model. The value of the determinant coefficient is 0 to 1, the value
of R2 is close to 1, indicating that the variables in the model can represent the
problems studied because they can explain the variations that occur in the dependent
variable. If the R2 value is close to zero, it shows that the variables in the model

formed cannot explain the variation in the dependent variable.

b. Simultaneous Regression Test (Test F)
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Simultaneous regression test is used to determine whether all independent variables

simultaneously affect the dependent variable. The f test result can be interpreted by

comparing F count to F table with significance level o = 5%.

c. Partial Regression Test (t test)

The hypothesis testing will be carried out using a two-tailed hypothesis test. The

formulation of a partial regression test using a two-way hypothesis is to see whether

or not there is a relationship between the independent variable and the dependent

variable individually. The t test result can be interpreted by comparing t count to t

table with significance level o = 5%.

Table 1.0perational Variables

Variable Definiton Measurement
Y We used total or observed TAC = Net Income — Total Cash Flow
(Earnings accruals (TAC) in term of
Management)  measuring the earnings
management practice of a
company.
X1 Company size is measured Company Size = Ln (Total Assets)
(Firm Size) from the total assets of the
company.
X2 The age of the company is the Age of company = Year of Research -
(Firm Age) age since its establishment until ~ Year the company was established
the company has been able to
run its operations.
X3 The leverage ratio measures leverage is proxied to ROA by
(Leverage) how much a company is dividing total liability to total equity
financed by debt.
X4 Profitability is the level of net profitability ratio is proxied to ROA

(Profitability)

profit that the company
succeeds in carrying out its
operations.

by dividing net income to total assets

Source: Mendes, et al. (2012); Jang and Kim (2017); Zamri, et al. (2013)
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4. RESULTS AND DISCUSSIONS

Determinant Coefficient

Table 2 show coefficient of determinat. The coefficient shows a value of 0.114 or
11.4% in ratio (Table 2). It indicates that changes in variations in earnings management

are influenced by the independent variables tested.

Table 2. Determinant Coefficient

Model R R Square Adjusted R Square

1 .338° 114 .109

F-test
Table 3. F-test Result

Model Df F Sig.

Regression
g 4 21.978 b 000

Refer to Table 3. F-test result shows that firm size, age, leverage and profitability
simultaneously affect earnings management. The result of the F-test shows a significant
value of 0.000 (<0.05). It indicates that the independent variables, namely firm size, age,
leverage, and profitability simultaneously have a significant effect to the dependent
variable, namely earnings management on listed companies at Indonesian Stock Exchange
circa 2017-2018.

T-test

Refer to Table 4. the result of t-test shows that the coefficient of firm size is -0.296
(significance level of 0.000<0.05), it indicates that H1 is accepted. The relation between
firm size and earnings management is negative significant, the smaller size of a firm the

higher tendency of earnings management practices appear. This result is in line with several
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previous studies. The research conducted by Rice (2016), Handayani & Rachadi

(2009) stated that company size has an effect on earnings management practices.

Table 4. t-test Result

Unstandardized Coefficients Std Coef.

Model B Std. Error Beta T Sig.
(Constant) 9806173053 . 130964106 ] 7.48 000
Size -483372997 59524988 -.296 - 000
: 8.121 :
Age 1313141983 607955.080  -078 . 031
DER 3851519.489,, 514550044 o7 749 454
ROA : 35075820.36 - 139390860 o, : 251 o1

Chtourou et al. (2001) in the United States using a sample of industrial firms in
1996 found  that  firm  sizehas a  negative  relationship  with earnings
management. Companies are more substantial lack the urge to perform earnings
management than small companies, because large companies are seen as more critical by
the shareholders and external parties. Siregar & Utama (2005) observed BEJ (hereinafter
BEI) in the period of 1995-1996 and 1999-2002, has revealed that firmsize has a
significant negative relationship to earnings management. It indicates that earnings
management carried out by small companies is inefficient. Therefore, small company needs
to be controlled regularly by management to avoid earnings management practices. Further,
larger company usually has well planned earnings management, as a result it could be
difficult to detect.

Based on Table 3. the age coefficient shows negative coefficient (-0.78) with a
significance level of 0.000 (<0.05). Those result indicates that H2 is accepted. In the
theoretical long-established company will be trusted by investors rather than a newly-
established company, because long-established company is assumed to be able to earn a
higher profit than the new comer. As a result, newly-established companies will find it
difficult to obtain funds in the capital market and require them to rely on their own capital
(Zen & Herman, 2007).
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The t-test results show that Leverage has a significance value of 0.454 which is
greater than the level of confidence of 0.05. It indicates that H3 is unaccepted. This means
that leverage is not able to indicate earnings management practices due to the amount of
debt that can be confirmed in the audit process makes company management unable to
carry out earnings management and companies with larger capital from loans will be
closely monitored by debtors, thus the company will find it difficult to carry
out earnings management. This results support the study of Tala and Karamoy, 2017; Jao
and Pagalung, 2011; Gunawan et al., 2015 that have found no significant effect between

leverage towards earnings management.

The results of the t-test show that the profitability which measured by ROA has a
positive coefficient value (0.91) with a significance level of 0.012 (<0.05). It indicates that
H4 is accepted, profitability has a significant effect on earnings management. The results of
this study are consistent with the study of Guna & Herawaty (2010) and Widyastuti (2009)
who found a positive relationship between profitability and earnings management. The
greater the value of the profitability of a company the greater possibility of earning
management practices. It is because higher profitability of a company, the greater tax that
must be paid by the company. Therefore a company manages its profits by reducing profits

to reduce cost from tax that must be paid (Yunietha & Palupi, 2017).

5.  CONCLUSION

This study analyses the association of firm size, age, leverage and profitability on
earnings management using a sample of. The samples usedare listed companies on
Indonesian Stock Exchange (IDX) in 2017 and 2018. Based on the aforementioned, it can
be concluded that firm size, age and profitability have a significant effect to earnings
management. Meanwhile leverage which measured by DER does not have a significant
effect to earnings management practices. The limitation is the sample obtained from two-
year periods and four independent variables. Further research should extend the observation
period and variables to gain more robust results such as institutional ownership, net profit

margin and free cash flow and other variables.

Earnings Management and Its Determinant (Study of Listed Companies on Indonesia Stock
Exchange) 99



Hamzah, Ghozali, & Khamisah

REFERENCES

Agustia, Y. P., & Suryani, E. 2018. Pengaruh Ukuran Perusahaan, Umur Perusahaan,
Leverage, Dan Profitabilitas Terhadap Manajemen Laba (Studi Pada Perusahaan
Pertambangan yang Terdaftar di Bursa Efek Indonesia Periode 2014-2016). Jurnal
ASET (Akuntansi Riset), 10(1), 71-82. https://doi.org/10.17509/jaset.v10i1.12571

Ajija, S., Wulansari, D., Setianto, R. H., & Primanthi, M. R. (2011). Smart Way to Master
Eviews. Salemba Empat.

Atkinson, Anthony, A., Robert, S., Kaplan, S., & Young, M. S. (2004). Management
Accounting (4th ed.). Pearson Education International.

Bao, B., and Bao, D. 2004. Income smoothing, earnings quality andfirm valuation. Journal
of Business Finance and Accounting, 31,1525-1557.

Belkaoui, A. 2007. Teori Akuntansi Buku Dua. Salemba Empat.

Bestivano, W. 2013. Pengaruh Ukuran Perusahaan, Profitabilitas, Dan Leverage Operasi
Terhadap Perataan Laba Pada Perusahaan Manufaktur Di Bei. Jurnal Ilmiah
Mahasiswa Akuntansi, 1(4), 101-106.
http://journal.wima.ac.id/index.php/JIMA/article/view/255

Chtourou, S. M., Bedard, J., & Courteau, L. 2001. Corporate governance and earnings
management. SSRN Journal.

Daske, H., Gebhardt, G., & Mcleay, S. 2006. The distribution ofearnings relative to targets
in the European Union. Accountingand Business Research, 36, 137-167.

Guna, W. I., & Herawaty, A. 2010. Pengaruh Mekanisme Good Corporate Governance,
Independensi Auditor,Kualitas Audit Dan Faktor Lainnya terhadap Manajemen Laba.
Jurnal Bisnis Dan Akuntansi, 12(1), 53-68.
https://jurnaltsm.id/index.php/JBA/article/view/162/137

Gunawan et al., 2015. PENGARUH UKURAN PERUSAHAAN, PROFITABILITAS,
DAN LEVERAGE TERHADAP MANAJEMEN LABA PADA PERUSAHAAN
MANUFAKTUR YANG TERDAFTAR DI BURSA EFEK INDONESIA (BEI). e-
Journal Universitas Pendidikan Ganesha (Volume 03, No.01Tahun 2015).

Habib, A. 2005. Firm-specifi ¢ determinants of income smoothingin Bangladesh: An
empirical evaluation. Advances inlnternational Accounting, 18, 53-71.

Handayani, S., & Rachadi, A. D. 2009. Pengaruh Ukuran Perusahaan terhadap Manajemen
Laba. Jurnal Bisnis Dan Akuntansi, 11(1), 33-56.

Harjito, A., & Martono. 2014. Manajemen Keuangan (Vol. 2). Ekonesia.

Higgins, A. J., & Postma, S. 2004. Australian sugar mills optimise siding rosters to increase
profitability. ~ Annals  of  Operations  Research, 128(1-4), 235-249.
https://doi.org/10.1023/B:ANOR.0000019107.68291.36

Jang, G. B. and Kim, W. 2017. Effect of Key Financial Indicators on Earnings
Management in Korea's Ready Mixed Concrete Industry. The Journal of Applied
Business Research -March/April 2017 Vol.33, Number 2.

Earnings Management and Its Determinant (Study of Listed Companies on Indonesia Stock
Exchange) 100



AKUNTABILITAS
Vol.15, No.1, Januari 2021

Jao, R. and Pagalung G. 2011. corporate governance, ukuran perusahaan, dan
leverageterhadap manajemen laba perusahaan manufaktur indonesia. Jurnal
Akuntansi dan Auditing Volume 8, Nomor 1, Tahun 2011

Jiraporn, Pornsit. 2005. An empirical analysis of corporate takeover defences and earnings
management:evidence from the US.Applied Financial Economics, 15:5, 293-303,
DOI: 10.1080/0960310042000323607

Kapoor, N. and Goel, S. 2016. Board Characteristics, Firm Profitability and
EarningsManagement: Evidence from India. Australian Accounting Review2016doi:
10.1111/auar.1214

Lazzem, Safa and Jilani, Faouzi. 2017. The impact of leverageon accrual-based earnings
management: the case of listed French firms.Research inInternational Business and
Finance http://dx.doi.org/10.1016/j.ribaf.2017.07.103

Mendes, C. A., Rodrigues, L. L., & Esteban, L. P. 2012. Evidence of earnings management
using accruals as a measure of accounting discretion. Tekhne, 10(1), 3-14.
https://doi.org/10.1016/s1645-9911(12)70002-6

Munawir. 1992. Analisa Laporan Keuangan (4th ed.). Liberty.

Mursalim. 2005. Income Smoothing dan Motivasi Investor: Studi Empiris pada Investor di
BEJ. Simposium Nasional Akuntansi, VIII.

Nida Tireg Gn. 2016. Effects of borrowing costs, firm size, andcharacteristics of board of
directors on earnings management types: a study at Borsa Istanbul. Asia-Pacific
Journal of Accounting & Economics. DOI: 10.1080/16081625.2016.1246192

Rice. 2016. The Effect of Financial Factors on Earnings Management with Corporate
Governance as Moderating Variable. Jurnal Wira Ekonomi Mikroskil, 6(April), 55—
72.

Riyanto, B. 2010. Analisis Laporan Keuangan. Liberty.
Savitri, E. 2014. Pengaruh ukuran perusahaan leverage,. Jurnal Akuntansi, 3(1), 1-18.
Scott, W. R. 2000. Financial Accounting Theory (2nd ed.). Canada: Prentice Hall.

Siregar, S. V. N. ., & Utama, S. 2005. Pengaruh Struktur Kepemilikan, Ukuran Perusahaan,
dan Praktek Corporate Governance terhadap Pengelolaan Laba (Earnings
Management). Simposium Nasional Akuntansi VIII, September, 475-490.

Siregar, S.V. and Utama, S. 2008. Type of earnings management and the effect
ofownership structure, firm size, andcorporate-governance practices: Evidence from
Indonesia. The International Journal of Accounting 43 (2008) 1-27

Tala, O. and Karamoy H.Analisis profitabilitas dan leverageterhadapmanajemen labapada
perusahaan manufakturdi bursa efek indonesia. Jurnal AccountabilityVolume
06,Nomor 01, 2017, 57-64.

Tehrani, R., M. Salehi, H. Valipour, and M. J. Lashky. 2011. The Survey of the Political
Costs and Firm Size: Case from Iran. Business Intelligence Journal 2 (2): 319-342.

Tseng, L. J., & Lai, C. W. 2007. The relationship between incomesmoothing and company
profitability: An empirical study.International Journal of Management, 24, 727-733.

Earnings Management and Its Determinant (Study of Listed Companies on Indonesia Stock
Exchange) 101


https://ejournal.undip.ac.id/index.php/akuditi/issue/view/996
http://dx.doi.org/10.1016/j.ribaf.2017.07.103

Hamzah, Ghozali, & Khamisah

Wardani, D. K. and Isbela, P.D. 2017.Pengaruh strategi bisnis dan karakteristik perusahaan
terhadap manajemen laba. JRAK, Volume 13, No 2 Agustus 2017

Widyastuti, T. 2009. Pengaruh Struktur Kepemilikan dan Kinerja Keuangan terhadap
Manajemen  Laba: Studi pada Perusahaan  Manufaktur di  BEI.
http://eprints.undip.ac.id/35153/

Yunietha, & Palupi, A. 2017. Pengaruh Corporate Governance dan Faktor Lainnya
Terhadap Manajemen Laba Perusahaan Publik Non Keuangan. Jurnal Bisnis Dan
Akuntansi, 19(4), 292-303. http://jurnaltsm.id/index.php/JBA

Zamri, N., et al. 2013. The Impact of Leverage on Real Earnings Management.
International Conference on Economics and Business Research 2013 (ICEBR 2013).
Procedia Economics and Finance 7 (2013) 86-95. doi: 10.1016/S2212-
5671(13)00222-0

Zen, S. D., & Herman, M. 2007. Pengaruh Harga Saham, Umur Perusahaan, dan Rasio
Profitabilitas Perusahaan Terhadap Tindakan Perataan Laba Yang Dilakukan Oleh
Perusahaan Perbankan Yang Terdaftar Di Bursa Efek Jakarta. Jurnal Akuntansi Dan
Manajemen, Vol 2(2).

Earnings Management and Its Determinant (Study of Listed Companies on Indonesia Stock
Exchange) 102



	1. INTRODUCTION
	Profit is a fundamental and important part of financial reporting in various contexts. Profits are generally seen as the basis for taxation, a determinant of dividend payment policies, guidance in carrying out investments and decision making, and an e...
	Earnings management is a concept implemented by companies in managing financial reports purposes to appear to high quality report (Bestivano, 2013). Therefore, management has a tendency to expose appropriate financial reports, even more serious if the...
	Despite several previous studies that support the abovementioned variables as the determinant factors in detecting earnings management, there are some contrary results remain. Such as the study of Siregar and Utama (2008); Agustia and Suryani (2018); ...
	We use in term of total or observed accrual (TAC) in measuring earnings management. TAC is often used by managers in detecting earnings management practices due to the discover possibility is lower than that of traditional accounting practices. In con...


