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ABSTRACT

This study was conducted to examine the effect of Managerial Ownership,
Profitability, Solvency and Company Size variables on Profit Management partially
on property and real estate companies listed on the Indonesia Stock Exchange in the
period 2013-2017. In addition, to examine the feasibility of a regression model of the
influence of variable ownership variables Managerial, Profitability, Solvency and
Company Size Management simultaneously on property and real estate companies
listed on the Indonesia Stock Exchange in the period 2013-2017. This research was
conducted on property and real estate companies on the Indonesia Stock Exchange
for the period 2013-2017. The determination of the sample in this study uses a non-
probability sampling method with a purposive sampling technique in order to
obtain a total sample of 8 companies and a total of 40 observations. The data in this
study were analyzed using panel data analysis techniques.

The results showed that Managerial Ownership, Solvency and Company Size had no
effect on Profit Management. Another variable in this study is that profitability has a
positive and significant effect on earnings management. Simultaneously Managerial
Ownership, Profitability, Solvency and Company Size Towards Profit Management.
The predictive ability of the four variables on Profit Management is 22.84% as shown
by the amount of Adjusted R-squared of 0.2284 while the remaining 77.16% is
influenced by other factors not included in the research model.

Keywords: Earning Management, Managerial Ownership, Profitability, Solvency,
Firm Size.
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PRELIMINARY

One important source of information aside from external parties in assessing financial
performance is financial statements. Financial statements are one of the most important
information for investors to assess the performance of companies that go public. In
PSAK No. 1 of 2017 regulates the standardization of the presentation of financial
statements, the structure of financial statements and the requirements for financial
statements in order to achieve general objectives in making financial statements
(general purpose financial statements), hereinafter referred to as financial statements. In
a complete financial statement usually includes a balance sheet, income statement, cash
flow statement, equity statement, notes to the financial statements and other reports as
well as explanatory material that is an integral part of the financial statements (PSAK
No. 1 of 2017).

Earnings management occurs because of agency conflict, which arises because of the
separation between company owners and company managers. With this separation, the
owner of the company gives authority to the manager over the course of the company,
such as managing funds and making company decisions on behalf of the owner. This
situation makes managers tend to be more superior in controlling information
compared to other parties. This information gap between managers and other parties is
called information asymmetry (Sulistyanto, 2014: 21).

Earnings management actions have led to several widely known cases of accounting
reporting scandals, including Enron, Global Crossing, Kmart, WorldCom, Williams
Cos., And Xerox. Some cases also occur in Indonesia, such as PT. Kimia Farma Tbk, PT.
Agis and PT. Infracom Innovation (INVS). At PT. Kimia Farma Tbk, the company is
estimated to make a net profit mark up in the 2001 financial statements. In the report,
Kimia Farma said it managed to get a profit of Rp 132 billion. However, the reported
earnings are in fact different. This pharmaceutical company in 2001 only made a profit
of Rp 99 billion. (Source: Tempo.co)

Profitability ratios are ratios to assess a company's ability to seek profits. According to
Herdian (2015) profitability is an indicator of performance by management in managing
company wealth as indicated by the profits generated. This ratio also provides a
measure of the effectiveness of a company's management. This is shown by the profits
generated from sales and investment income. This ratio measures net profit after tax
with own capital (cashmere, 2012: 204).

Research conducted by Selviani (2017) shows the results that profitability has a positive
effect on earnings management. The positive meaning is that the higher the
profitability, the more profit management increases, and conversely the lower the
profitability, the lower the earnings management. This happens to companies -
companies that are experiencing increased profits. In contrast to research conducted by
Fatmasari (2016) that profitability has no effect on earnings management.

According to Kasmir (2012: 151) the solvency ratio or leverage ratio is a ratio used to
measure the extent to which a company's assets are financed with debt. This means
how much debt burden borne by the company compared to its assets. Debt ratio is a
debt ratio that is used to measure the ratio between total debt and total assets (Kasmir,
2012: 156).

If seen from several previous studies, there are differences in research results related to
the effect of Solvency (leverage) on earnings management. In Agustia's (2013) research,
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the results show that leverage has a significant positive effect on earnings management.
Leverage has a relationship with earnings management practices, investors will see the
company's smallest leverage ratio, because the smaller the company's leverage ratio or
the smaller the capital financed by debt, the company has a small risk as well, and vice
versa. Whereas in Selviani's research (2017) it shows that leverage has no effect on
earnings management.

LITERATURE REVIEW

Agency Theory

The development of corporate governance departs from agency theory developed by
Jensen and Meckling in 1976 (Chartered Accountant Module, IAI (2015: 78). The theory
is based on the contractual relationship between the principal and agent. Principals are
parties who have resources and mandates the agent to act on behalf of the principal,
while the agent is the party mandated by the principal to manage the resources.The
agent has the responsibility to account for what has been mandated by the principal
and has decision making authority that will affect the welfare of the principal.

With a high level of information asymmetry the agent's actions cannot be seen /
observed properly so that the agent will tend to take actions that benefit him and harm
the principal. This information gap is what drives agents to behave opportunistically in
disclosing important information about the company. The greater the information
asymmetry, the greater the impetus for agents to behave opportunistically (Chartered
Accountant Module, IAI (2015: 78).

Definition of Earnings Management

According to Sulistyanto (2014: 6) earnings management is generally defined as an
effort by company managers to intervene or influence information in financial
statements with the aim of tricking stakeholders who want to know the performance
and condition of the company.

The issue of earnings management is not new in the practice of financial statements.
This is caused by the lack of company targets than predicted by the market. Pressure to
make profit management performs earnings management by influencing earnings
numbers which results in a decrease in the quality of the company's financial
statements (Widarto, 2004) in Aji (2014). Earnings management is one of the factors that
can reduce the credibility of financial statements and can cause bias so that it can
interfere with the users of the financial statements of the figures presented.

Good Corporate Governance

Corporate governance is a governance that applies the principles of transparency,
accountability, responsibility, independence and fairness (Bank Indonesia Regulation
No. 8/4 / PBI / 2006 concerning Implementation Good Corporate Governance for
Commercial Banks).

Principles of Good Corporate Governance

Every company must ensure that the principles of Good Corporate Governance are
located in every aspect of the business and in all levels of the company. The principle of
Good Corporate Governance, namely transparency, accountability, responsibility,
independence, as well as fairness and equality is needed to achieve business
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sustainability (sustainability) of the company by taking into account stakeholders
(Chartered Accountant Module, IAI, 2015: 80).

Managerial ownership

The size of the managerial shareholding in a company can indicate a congruence of
interests between management and shareholders, but if the interests of managers and
owners can be aligned, managers will not be motivated to manipulate information or
manage earnings so that the quality of accounting information and earnings
informativeness can increased (Pujiati and Arfan, 2013). It states that the greater the
proportion of management ownership in a company will be able to unite the interests
between managers and shareholders, so that the company's performance is getting
better (Jensen, 1986) in Pujiningsih (2011).

Profitability

In the analysis of financial statements (Kasmir, 2012: 196), profitability ratios are ratios
to assess the ability of companies to seek profits. According to Herdian (2015)
Profitability is a performance indicator carried out by management in managing
company wealth as indicated by the profits generated. This ratio also provides a
measure of the effectiveness of a company's management. This is shown by the profits
generated from sales and investment income. The point is this ratio shows the efficiency
of the company (cashmere, 2012: 196).

Solvency

According to Van Horne 1997 in Yamadhitya (2014) the high leverage ratio shows that
the company is not solvable, meaning that the total debt is greater than the total assets.
Because leverage calculates how much funds are provided by creditors, if investors see
the assets of a company that are high but the risk of leveraging is also high, will think
twice about investing in the company because it is feared that high assets obtained from
debt will increase investment risk if the company cannot pay off its obligations on time.
Therefore, financial managers are required to manage solvency ratios properly so as to
be able to balance high returns with the level of risk faced (Kasmir, 2012: 152).

Company Size

Manggau (2016) revealed that company size is one indicator used by investors in
assessing assets and company performance. Company size is a scale where large or
small companies can be classified according to various ways including total assets, log
size, total sales, market value of shares, and others. The greater the total assets, sales,
and market capitalization, the greater the size of a company. The greater the assets, the
greater the capital invested, the more sales, the more money circulation and the greater
market capitalization (Fadjriah Asyik, 2014).
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Conceptual Framework

[ Manaagerial ownership

Profitability ]
Earninas Management ]
Solvency ]
Firm Size

Hypothesis Formulation
Managerial ownership
Managerial ownership structure is the percentage of shares owned by directors and
commissioners. Managerial ownership is one of the control mechanisms that can be
carried out by shareholders to reduce earnings management. By giving managers the
opportunity to engage in share ownership with the aim of aligning interests with
shareholders, the manager's desire to maximize his own profits by managing earnings
will be reduced. This is because the manager participates in the determination of
accounting policies and procedures taken by the company, so that the higher
managerial ownership, the management of earnings carried out will be increasingly
reduced because the manager will share in taking every decision taken.
In research conducted by Fadjrih Asyik (2014) shows the results that managerial
ownership has a positive influence on earnings management and can improve the
quality of the financial reporting process, because when managers have a portion of
ownership, they will act the same as general shareholders and ensure that financial
statements have been presented fairly and reveals the real conditions of the company.
The results of this study are consistent with the results of research conducted by Pujiati
and Arfan (2013) that managerial ownership has a positive influence on earnings
management.

H1: Managerial Ownership Influences Profit Management

Profitability

According to Herdian (2015) Profitability is a performance indicator carried out by
management in managing company wealth as indicated by the profits generated. This
ratio also provides a measure of the effectiveness of a company's management. This is
shown by the profits generated from sales and investment income. The point is this
ratio shows the efficiency of the company (cashmere, 2012: 196). In general, the value of
a company's profitability can be used as an indicator to measure the performance of a
company. The higher the profitability of a company, the company's performance and
ability to generate profits is also high.

In research conducted by Selviani (2017) shows the results that profitability has a
positive effect on earnings management. The positive meaning is that the higher the
profitability, the more profit management increases, and conversely the lower the
profitability, the lower the earnings management. The results of this study are
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supported by Frans (2015) which shows that profitability has a positive effect on
earnings management.
H2: Profitability Influences Profit Management,

Solvency
According to Kasmir (2012: 151) the solvency ratio or leverage ratio is a ratio used to
measure the extent to which a company's assets are financed with debt. This means
how much debt burden borne by the company compared to its assets. Debt ratio is a
debt ratio that is used to measure the ratio between total debt and total assets (Kasmir,
2012: 156).
Leverage has a relationship with earnings management practices, when a company has
a high leverage ratio, the company tends to practice earnings management because the
company is threatened that it cannot fulfill its obligations by paying its debts on time.
So it can be concluded that, high leverage will also improve opportunistic behavior of
management such as managing earnings to maintain its performance in the eyes of
shareholders and the public and this is a result of lack of supervision and makes
company management more difficult in making predictions of the way the company
forward (Almadara , 2017).
In a study by Fatmasari (2016), the results show that leverage has a significant positive
effect on earnings management. Likewise, the results of Agustia's (2013) study stated
that leverage has a relationship with earnings management practices, investors will see
the smallest corporate leverage ratio, because the smaller the company's leverage ratio
or the smaller the capital financed by debt, the company has a small risk also, and vice
versa. With these conditions can be used by managers to practice earnings management
by manipulating their financial statements.

H3: Solvency Influences Profit Management

Company Size

Company size is one indicator used by investors in valuing assets and company
performance. Company size is a scale where large or small companies can be classified
according to various ways including total assets, log size, total sales, market value of
shares, and others. The greater the total assets, sales, and market capitalization, the
greater the size of a company. The greater the assets, the greater the capital invested,
the more sales, the more money circulation and the greater the market capitalization
(Nur Fadjriah, 2014).

Manggau (2016) explains that this is due to the greater size of the company, usually the
information available to investors in making decisions regarding investment in the
company's shares is more and more large companies are more considered by the public
so they are more careful in reporting financial statements . In contrast to small
companies that tend to practice earnings management, because small companies want
to tend to pay attention to the condition of a company that always performs well so that
potential investors invest their capital in the company (Restuwulan, 2013).

In research Fadjriah Asyik (2014) shows that company size has a significant effect on
earnings management. This indicates that the size of the total sales of the company
which shows the size of the company has an impact on earnings management by the
company. This is due to the large tendency of smaller companies to take earnings
management actions compared to smaller companies. The results of this study are
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supported by Vanian Yamaditya (2014) which shows that company size has a positive
effect on earnings management.
H4: Firm Size Affects Profit Management

RESEARCH METHODOLOGY

Based on the type of data, this research uses a quantitative approach. Quantitative
research is research in which data is quantitative data so that the data analysis uses
quantitative analysis (inference) (Eksandy and Heriyanto, 2017: 6). In this study using
secondary data in the form of financial statements. This type of research in terms of the
level of explanation, categorized in the type of associative research. According to
Eksandy and Heriyanto (2017: 8) associative research is research that seeks to find
relationships between one variable and another. This study is to test the research
hypothesis, namely the influence of independent variables consisting of managerial
ownership, profitability, solvency, and company size on the dependent variable,
earnings management.

Measurement of Variables and Operational Definitions

Variable Km.ds of Indicator Kinds of Data | Scale
Variable

Earnings Dependent Discretionary Revenue | Secondary Ratio

management (Model Stubben)

Managerial Independent | Managerial Ownership | Secondary Ratio

Ownership of stock

Profitability | Independent | Return On  Equity | Secondary Ratio
(ROE)

Solvency Independent | Debt To Asset Ratio | Secondary Ratio
(DAR)

Firm size Independent | Logaritma Natural Secondary Ratio

RESEARCH RESULTS AND DISCUSSION

Descriptive Statistical Analysis

ML KM ROE DAR SIZE

Mean 1.749410 |2.670180 |0.151535 |0.347518 |29.05500

Median 1.682350 |0.320550 |0.142950 |0.345850 |29.12500

Maximum 19.41420 |24.28040 |0.320800 |0.659000 |30.78000

Minimum -39.30560 |0.015800 |0.018000 |0.068700 |26.63000

Std. Dev. 8.648818 |6.342173 |0.082045 |0.167067 |1.157725

Skewness -2.589349 |3.040867 |0.524661 |0.012517 -0.450532

Kurtosis 14.36777 |10.65171 |2.528669 |2.101812 |2.622226

Observations |40 40 140 |40 |40

Based on the table above it can be explained that the amount of data used in this study
was 40 data for all dependent and independent variables used in the study. The largest
mean value is the SIZE variable that is equal to 29,05500, while the ROE variable has the
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smallest mean that is equal to 0.151535. The largest median value is the Company Size
variable (Size) which is equal to 29.12500, while the ROE (Returs On Equityt) variable
has the smallest median value of 0.142950. The biggest maximum is the SIZE variable
which has a value of 30.78000, while the ROE (Return On Equity) variable has the
smallest maximum value of 0.320800.

The largest standard deviation value is the Earnings Management variable that is equal
to 8.648818 which means that the ML variable has a higher level of risk compared to
other variables. While the ROE (Return On Equity) variable has the smallest standard
deviation of 0.082045, this shows that the ROE variable during the study period
experienced a change that was not too volatile.

Classic assumption test
Multicollinity Test

Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation) in|
residuals

Equation: EQ02

Periods included: 5

Cross-sections included: 8

Total panel observations: 40

Note: non-zero cross-section means detected in data
Cross-section means were removed during computation of]

correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 33.81725 28 0.2070
Pesaran scaled LM -0.291683 0.7705
Pesaran CD -0.897194 0.3696

From the results of the table can be seen the value (Prob.) Breusch-Pagan LM of 0.2070>
0.05, then Ho is accepted, thus it can be concluded that the panel data regression model
does not occur heteroscedasticity. Then it can be concluded that the data is worth
continuing.

Hypothesis testing

Dependent Variable: ML

Method: Panel Least Squares

Date: 08/24/18 Time: 15:33

Sample: 2013 2017

Periods included: 5

Cross-sections included: 8

Total panel (balanced) observations: 40

Variable Coefficient Std. Error  t-Statistic = Prob.

C 0.399947 49.82712  0.008027  0.9936
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KM 0.266857 0.276305  0.965805  0.3408
ROE 4341159 16.41689  2.644325  0.0122
DAR 14.82021 9.826086  1.508252  0.1405
SIZE -0.381750 1.768598  -0.215849  0.8304
R-squared 0.307615 Mean dependent var 1.749410
Adjusted R-

squared 0.228486 S.D. dependent var  8.648818
S.E. of regression 7.596766 Akaike info criterion 7.009791
Sum squared

resid 2019.880 Schwarz criterion 7.220901
Log likelihood =~ -135.1958 Hannan-Quinn criter. 7.086121
F-statistic 3.887487 Durbin-Watson stat ~ 2.037089
Prob(F-statistic)  0.010259

Based on the table above shows that the results of the t test are as follows:

1.

4.

KM t-statistic value is 0.965805, while t-table level a = 5%, df (n-k) = 35 is
obtained t table value of 2.030108. Therefore t-statistic KM 0.965805 <t-Table
2.030108 and Prob value. 0.3408> 0.05. Then Ho is accepted, which means
managerial ownership variables in this study have no influence on earnings
management.

ROE t-statistic value is 2.644325, while t-table level a = 5%, df (n-k) = 35 is
obtained t table value of 2.030108. Therefore t-statistic ROE 2.644325> t-Table
2.030108 and Prob value. 0.0122 <0.05. Then Ha is accepted, which means the
profitability variable in this study has a positive influence on earnings
management.

D-statistic value of DAR is 1.508252, while t-table level a = 5%, df (n-k) = 35
obtained t-table value of 2.030108. Thus the t-statistic DAR 1.508252 <t Table
2.030108 and the Prob value. 0.1405> 0.05. So Ho is accepted, which means the
solvency variable in this study has no effect on earnings management.

SIZE t-statistic value of -0.215849, while t-table level a = 5%, df (n-k) = 35
obtained t-table value of 2.030108. Thus t-statistic SIZE -0.215849 <t Table
2.030108 and Prob value. 0.8304> 0.05. Then Ho is accepted, which means the
company size variable in this study has no influence on earnings management.

Panel Data Regression Equation
Based on the results of the panel data regression model analysis with the EViews 9.0
program, the data obtained from the panel data regression model are as follows:

Earnings management = 0.3999 + 0.2668KM + 43.411ROE + 14.820DAR - 0.3817SIZE +

e
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Interpretation of Results

Effect of Managerial Ownership on Earnings Management

Based on table above the managerial ownership variable (KM) has a t-statistic value of
0.965805 and a significant value of 0.3408 which means it is greater than 0.05. Thus that
managerial ownership variable (KM) has no effect on earnings management. This
means that this research has not been able to prove H1 which states that managerial
ownership has a significant effect on earnings management.

Managers who own company shares tend to adopt policies to manage earnings from
the perspective of investors' desires, for example by increasing reported profits so that
many investors are interested in investing and can raise the price of company shares.
The failure of the management which is also the owner of the company's capital in
improving the quality and financial reporting process is caused by the percentage of
managers who have relatively small shares when compared to the overall capital
owned by general investors. This means that the number of shares owned by the
company's management cannot affect the size of the earnings management carried out
by the company.

The results of this study are in line with research conducted by Agustia (2013) which
states managerial ownership has no effect on earnings management. This is because the
percentage of managers who own shares is relatively very small when compared to the
overall capital owned by general investors. The results of this study are not in line with
research conducted by Fadjrih Asyik (2014) showing that managerial ownership has a
positive effect on earnings management and can improve the quality of the financial
reporting process, because when managers have a portion of ownership, they will act
the same as shareholders and ensure that reports The financial statements have been
presented fairly and revealed the real conditions of the company.

Effect of Profitability on Earnings Management

Based on table above profitability variable (ROE) has a t-statistic value of 2.644325 and a
significant value of 0.0122, which means it is smaller than 0.05. Thus that the
profitability variable (ROE) has a significant positive effect on earnings management. So
H2 is accepted which states that Profitability has a Significant Effect on Earnings
Management.

The meaning of the positive sign is the higher the profitability, the more profit
management increases. This happens to companies in Indonesia, especially property
and real estate sub-sector companies that have large profits or are experiencing an
increase in profits, which is more possible to practice earnings management than
companies that have small profits or are experiencing a decline in profit. Companies
that have high profits tend to report their profits are smaller than actual profits, because
companies that have high profits will tend to be paid more attention or highlighted by
the government and society than companies that have small profits. Profit generated by
the company during the year can be an indicator of earnings management. This is
because earnings management patterns that are most widely used in companies are
income maximizing or the increase in profits as the results in this study that most of the
sample sub-sector property and real estate do a pattern of increasing profits.

The results of this study are in line with research conducted by Selviani (2017) showing
the results that profitability has a positive effect on earnings management. The higher
the profitability, the more profit management increases. Conversely the lower the
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profitability, the lower the earnings management. But this research is not in line with
research conducted by Fatmasari (2016) that profitability has no effect on earnings
management. This means that earnings management is not influenced by high or low
profitability.

Effect of Solvency on Profit Management

Based on table above the solvency variable (DAR) has a t-statistic value of 1.508252 and
a significant value of 0.1405 which means it is greater than 0.05. Thus that the solvency
variable (DAR) has no effect on earnings management. This means that this research
has not been able to prove H3 which states that Solvency has a Significant Effect on
Earnings Management.

Leverage ratios are used to measure a company's ability to meet its long-term
obligations. The greater the debt owned by the company, the greater the value of the
leverage of a company. Companies with a high degree of leverage will face a high risk
of default, which is a company that is threatened to be unable to meet its obligations.
Earnings management actions cannot be used as a mechanism to avoid these defaults.
In the sense that the company is able to pay the debt used to finance the company's
assets, then the manager is not interested or not motivated to practice earnings
management. This is because the company does not need actions that will help the
company in certain situations.

The results of this study are in line with research conducted by Selviani (2017) showing
that solvency has no effect on earnings management. This shows that the high and low
leverage will not affect the company to conduct earnings management. The results of
this study are not in line with research conducted by Agustia (2013) that solvency has a
significant effect on earnings management. These results indicate that companies that
have high leverage ratios, means the proportion of debt is higher than the proportion of
its assets will tend to manipulate in the form of earnings management.

Effect of Company Size on Profit Management

Based on table above the company size variable (SIZE) has a t-statistic value of -
0.215849 and a significant value of 0.8304 which means it is greater than 0.05. Thus that
the company size variable (SIZE) has no effect on earnings management. This means
that this research has not been able to prove H4 which states that company size has a
significant effect on earnings management.

The size of the company is a value that indicates the size of the company. There are two
views about the shape of the relationship between company size and earnings
management. The first view states that company size has a positive relationship with
earnings management, because large companies have more complex operational
activities than small companies, making it more possible to do earnings management.
The second view states that company size has a negative relationship with earnings
management. Large companies have a tendency to do earnings management actions
that are smaller than smaller companies, while smaller companies have a tendency to
do earnings management actions that are larger. This is because large companies are
seen as more critical by shareholders and outsiders so that large companies get stronger
pressure to present credible financial reporting (Restuwulan, 2013).

11
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The results of this study are in line with research conducted by Selviani (2017) showing
the results that company size has no effect on earnings management. Companies that
have a large scale, the possibility of earnings management is less likely, compared to
companies that have a small scale and large companies are more critically viewed by
shareholders and outsiders. This research is not in line with research conducted by
Fadjrih Asyik (2014) which states that company size has a positive effect on earnings
management. This indicates that the size of a company will have an impact on earnings
management by the company. This makes the policies of large companies will have a
greater impact on the public interest compared to small companies. Large companies
are more considered by the public so they are more careful in conducting financial
reporting that impacts on these companies must report their conditions more
accurately.

CONCLUSION
Based on the results of the analysis and discussion described in the previous chapter,
the conclusions of this study are as follows:

1. Managerial Ownership has no effect on Earnings Management with a significant
value of 0.3408 greater than 0.05. This means that there is no influence of the
relationship between managerial ownership on earnings management. The
failure of the management which is also the owner of the company's capital in
improving the quality and financial reporting process is caused by the
percentage of managers who have relatively small shares when compared to the
overall capital owned by general investors. This indicates that the number of
shares owned by the company's management cannot influence the size of the
earnings management carried out by the company.

2. Profitability has a positive effect on earnings management with a significant
value of 0.0122 less than 0.05. This means that there is an influence of the
relationship between profitability on earnings management. this indicates that
the higher the profitability the more profit management increases. Conversely
the lower the profitability, the lower the earnings management. This is because
earnings management patterns that are most widely used in companies are
income maximizing or the increase in profits as the results in this study that most
of the sample sub-sector property and real estate do a pattern of increasing
profits.

3. Solvency does not affect Profit Management with a significant value of 0.1405
greater than 0.05. This means that there is no influence of the relationship
between solvency to earnings management. This shows that the high and low
leverage will not affect the company to conduct earnings management. In the
sense that the company is able to pay the debt used to finance the company's
assets, then the manager is not interested or not motivated to practice earnings
management.

4. Company size has no effect on earnings management with a significant value of
0.8304 greater than 0.05. This means that there is no influence of the relationship
between company size on earnings management. Companies that have a large
scale, the possibility of earnings management is less likely, compared to
companies that have a small scale and large companies are more critically
viewed by shareholders and outsiders.
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