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ABSTRACT 

Earnings management is a management action taken in relation to financial 

reporting that tries to benefit managers or management. The frequency of 
events makes creditors question the veracity of rumors that financial 

accounts contain information. This study tries to determine whether the 
debt-to-asset ratio, audit type, and audit partner are female. Negative net 

income, cash flow operational to assets versus earnings management, and 
return on assets. In order to process the data for this study, Eviews software 
was used to collect information from enterprises in the health sector, basic 

materials, non-cyclical consumers, energy, infrastructure, property, and real 
estate from 2017 to 2021. Test the descriptive statistics of a data before 

examining the regression panel data. The analysis's findings show that there 
is a relationship between the type of auditor and earnings management; 
however, the other factors, including female audit partners, firm size, debt-

to-asset ratio, return on asset, cash flow operations to assets, and negative 
net income with management, claim there is no relationship. profit. This is 

due to the fact that the best audit a company can use will reduce the 
likelihood of earnings management by managers, but even though the 

company is large, using earnings management is still possible, and even 
though women are given more consideration, it is still possible to resolve 
earnings management. The incidence of earnings management cannot be 

reduced by the debt to asset ratio, which measures liquidity, or the return 
on assets, which measures profitability. 

Keywords: Earnings management, female audit partner, type of audit, 
company size, debt to asset ratio. Return on assets, negative net income 

and operating cash flow to assets. 
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Introduction 

The aim of earnings management is to help managers or themselves by 

intervening in the financial reporting process. Using a discretionary accrual 
agent is a method for measuring earnings management. Manager policies 

have an accrual component known as discretionary accruals that allow 
managers to influence the accounting reporting process. When preparing 

financial reports, company management can develop regulations to achieve 
certain goals and demonstrate management accountability for the use of 
resources provided to shareholders, as shown byOrazalin and 

Akhmetzhanov (2019). 
Future earnings management research should also focus on 

developing countries as earnings management practices appear to be more 

pervasive in these markets due to their specific institutional characteristics 

and the current transition to a free market economy.(Gul and Tsui, 

2011).Please note that there are several indicators that can detect the 

occurrence of managementprofit(Chandra & Junita, 2021).Earnings 

management is calculated using discretionary accrual projections. According 

to Inggriani and Nugroho (2020), discretionary accruals are part of the 

accruals that are used by management to intervene in the process of 

preparing financial reports so that they do not present values as they 

should. There are several factors that influence the implementation of 

earnings management, including leverage, company size, profitability, and 

other external factors(Tang & Fiorentina, 2021). 

In this research, the author uses objects in the health sector, basic 

materials, non-cyclical customers, energy, infrastructure and properties and 

real estate in 2017-2021. The reason this year was chosen was because it 

was the last five years that could be accessed by researchers and 

researchers took this object because the most companies were on the 

Indonesian Stock Exchange (BEI). Apart from that, the data on the IDX 

contains 11 sectors, so the author took six sectors to test. 

This research is interesting and important enough to be chosen because 
there are many phenomena that cause creditors to question the validity of 

financial reports in conveying information about the condition and 
performance of the organization. Analysis of the factors that influence 

earnings management in Indonesia is the research topic chosen by this 
researcher. 
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Research purposes 

The purpose of this research is the risk formulation of the statement above 

is as follows: 

1. Understanding whether female audit partners influence earnings 

management 

2. Know how audit type (BIG 4) affects earnings management 

3. Understand how company size affects earnings management 

4. Understand how the debt assets ratio affects earnings management 

5. Understand how Return on Assets (ROA) affects earnings management 

6. Understand how negative net income affects earnings management 

7. Find out whether cash flow operating to assets has an influence on 

earnings management 

Literature review 

 The term "earnings management" refers to situations in which the 

board intervenes to smooth, increase, and/or reduce profits while financial 

statements are being prepared for outside parties.(Astari and I Suryanawa, 

2017). According toArthawan and Wirasedana (2018)indicates that income 

smoothing will be part of management's efforts to control profits in order 

to maximize and minimize profits. 

According toJayani and Ruffaida (2020)There are two approaches to 

managing profits. First, opportunistic behavior, in which managers seek to 

reduce their utility before signing contracts that specify how something will 

be done or involve terms such as remuneration, political costs, and 

monetary agreements. Efficient contractual flexibility, seen from the 

manager's perspective, will allow stakeholders in the company to take 

precautions against unexpected events to achieve the benefits desired by 

certain parties. By adjusting profits and profit growth throughout each 

accounting period, agents are able to influence the selling price of the share 

value. 

H1: Female audit partners influence Profit Management 
Female audit partnerhas superior potential to reduce earnings 

management, because women tend to be cautious in taking risks (Niskanen 
et al., 2016). Apart from the characteristics that a woman has in becoming 

an audit partner, in some countries there tend to be more female graduates 
than male graduates so it is not uncommon for companies to use women 
because they are reliable.(Karina, 2021). 

Female audit partnerconsidered capable of increasing the relevant 
value of accounting information(Al-Dhamari and Chandren, 2018). 
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According toYang et al. (2018)said that gender diversity in corporate 
governance is an important thing. The research hypothesis is that female 

audit partners significantly improve earnings management, based on the 
issues and previous research that have been discussed. 

 
H2: Auditor Type influences Earnings Management 

Auditor Type(BIG 4), research conducted byCohen and Zarowin 

(2016)states that choosing a good auditor is thought to impact how well an 

organization's audit is conducted and will reveal how the company manages 

its finances. As a result, research in Indonesia makes the assumption that 

companies audited by auditors belonging to one of the BIG 4 groups will 

receive audits of higher quality. 

Practices for managing earnings are influenced by the quality of the 

auditor(Hendi & Sitorus, 2023). Previous research has shown that auditors 
have a significant impact on the integrity of financial statements and the 

trust of their users. Because audits are also monitoring, which limits the 
flexibility of management reporting and reduces risk in recent years, audits 
have value.(Lee and Lee, 2013). 

H3: Company size influences earnings management 
Business size shows the importance of company size.(Reviani and 

Sudantoko, 2016). The company-scale form of earnings management is 
divided into two views. The first view is that earnings management practices 

tend to be implemented in smaller companies because small companies 
want to show that the company is performing well so that investors are 
interested in investing their money in the company. 

Large capital will affect the assets invested so that more sales and 

more capital turnover will also have a large market value. (Sudarmadji and 

Sularto, 2007). From the explanation above, the hypothesis in this research 

has an influence. 

H4: Debt to Assets influences Earnings Management 
  This ratio can be determined by dividing the total of all company 

liabilities by capitalshareholders. In general, creditors prefer a lower ratio 

because this can provide more protection for creditors (protection margin). 

The difference in the debt to equity ratio between one company and 

another is able to explain general indications about the credit value and 

financial risk of the company. 

The lower the DAR value, the higher the company's ability to pay its 

obligations, therefore managers will carry out earnings management to 

make it appear that the company is doing well. So the hypothesis in this 

research is that Debt to Assets has an influence on Earnings Management. 
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H5: ReturnonsAssetshas an influence on Earnings Management 

ROA is used to assess a company's capacity to generate income from 

its assets. (Prastowo and Julianty, 2008). ROA uses all company assets to 

return investments made by the company. Apart from that, ROA is also used 

as a whole to determine profits from earnings management. 

This ratio can describe effectiveness in creating profits from the use 

of company assets. The efficiency of using a company's assets can be seen 

from the higher the company's ROA, which can motivate the company to 

earn greater profits than the previous year. Investors are attracted to 

companies with large profits because of their high returns. This encourages 

managers to take advantage of the situation by increasing or decreasing 

accounting profits according to the company's performance status, 

regardless of how well or poorly the company functions. 

 

H6: Negative Net Profit affects Earnings Management 

Negative net income is when a company's expenses are greater than 

their income. Net profit is sales minus expenses, which include cost of goods 

sold, general and administrative expenses, interest and taxes. Net income 

becomes negative, meaning a loss, when expenses exceed sales, according 

to Investing Answers. Total cash flow is the sum of operating, investing and 

financing cash flows. 

Managers will adopt earnings management measures to make the 

company look good when expenses exceed income. The research 

hypothesis is that negative net income has an impact on earnings 

management. H7: Operating Cash Flow has an effect on Earnings 

Management 

Operating cash flow is the primary measure of a company's ability to 

create sufficient cash flow from its operations to repay debt, maintain 

operating capacity, pay dividends, and make new investments without 

relying on outside sources of funding. 
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The company carries out profit management on operating cash flow 

for the reason that it does not want to make dividend paymentsbecause if 

the existing cash is not enough to make cash dividend payments, the 

company can make a decision to reinvest the existing cash (Puspitaningtyas, 

2017). 

Research methodology 

The research carried out is quantitative and based on previous research 

models. apply statistical techniques to the analysis of pre-existing data to 

perform quantitative measurements of each study variable. The aim of this 

research is to test, using the data provided, how the independent variable 

influences the dependent variable. Associative research, or research that tries 

to assess the relationship between variables, is the method used by 

researchers in this research. The relationship in question can be causal or 

related to cause and effect, as well as correlated or casual. At least two 

variables must be used in associative type research.(Ulum and Juanda 2016). 
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This research uses secondary data in the form of annual reports obtained 

from the Indonesia Stock Exchange (BEI) for 2017 to 2021. What is meant by 

"secondary data" is material that has been collected and researched by 

researchers from articles on the BEI website. , orhttp://www.idx.co.id. 

Table 1.Sample Selection 

 

Source: Processed secondary data (2023) Table 2. Variable Measurement 

Source: Secondary data processed (2023) 
 

Source: Secondary data processed (2023) 
 

 
 

Discussion result 
Descriptive Statistical Test  
 

Table 3.Descriptive Statistics 

Source: Secondary data processed (2023) 

Based on the table data above, it can be seen that the average value 

of earnings management is -15%, which indicates that the companies in 

the sample were unable to increase profits. The maximum value of earnings 

management sampled in this research is 11,684 while the minimum value 

is -43,238. The size of the company in the sample used is relatively large 

with the maximum value being 806,231,412 and the minimum value 

amounting to 77,939. According to Kasmir (2018), the average ROA 

in industrial companies is 30% in generating income using company assets. 

The asset ratio has an average of 30.8%. For negative net income the 

http://www.idx.co.id/
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average is 24.9%. Meanwhile, for sample companies, operating cash flow 

has an average of 23.77% with a maximum value of 24.81185 and a 

minimum value of -113.83. 

 
Table. 4 Chow Test 

 
 

 
Source: Secondary data processed (2023) 

 

Based on the table above, the probability in Cross-section F is 0.000, 

meaning the value is less than 0.05 so H0 is rejected and Ha is accepted. 

This means that it is possible to draw the conclusion that the Fixed Effect 

Model is a better course of action. 

 
Table 5. Hausman test 

 
 

 
Source: Secondary data processed (2023 

 

The random effect model which has a cross sectional value of 0.0463 
> 0.05 and is processed using Eviews is the most appropriate model to use 

based on the results of panel regression which was carried out using the 
Hausman test and can be seen in the table. 

Fixed Effect Model(FEM) is the best model for the Chow test, according 

to the justification given above, while the fixed effects model is the best 
model for the Hausman test (FEM). 

 
Table 6. f test 
 

 
 

Source: Secondary data processed (2023) 
The risk table above, we can see if the calculated F value is 2.909797 

with Prob (F-Statistic) 

is 0.02 which means below 0.05 so it can be concluded that simultaneously 

there is an influence between female audit partner, audit type, company 

size, Debt to Asset Ratio, Return on Assets, Negative Net Income, operating 

cash flow on earnings management. 
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Table 7. T test 

Source: Secondary data processed (2023) 

 
Table 8. Goodness of Fit Model 
 
 

 
 

Source: Secondary data processed (2023) 

If the R-Square value is 0.29 or 29% then the risk in the previous 

table can be known. This shows that the independent variables, such as the 

proportion of female audit partners, type of audit, company size, debt to 

asset ratio, return on assets, negative net profit, and operating cash flow. 

on earnings management only has an influence of 29%, while the remaining 

71% is influenced by other variables that are not part of the research model. 

 
Conclusion 

The results of this research are supported by a significant value > 

0.05, namely that the female audit partner variable has no effect on 

earnings management. 0.85. Meanwhile, the Audit type variable with a large 

value of 0.03–0.05 has an impact on earnings management. Because the 

significance value of the company size variable is more than 0.05 or 0.058, 

and because the significance value of the debt to asset ratio is more than 

0.05 or 0.2, there is no influence of this variable on earnings 

management.and because the significance value of the return on assets 

variable is greater than 0.05 or 0.4, it has no effect on earnings 

management. Likewise, because the significance value of the negative net 

profit variable is greater than 0.05 or 0.7, it has no effect on earnings 

management. Because the significance value of operating cash flow is 

greater than 0.05 or 0.09 it also has no impact on earnings management. 
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