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| ABSTRACT 

The purpose of this study is to examine and analyze the effect of financial distress, operating cash flow, and return on equity on 

earnings management in publicly listed companies in the manufacturing industry listed on the Indonesia Stock Exchange for 

the period 2018-2020. To examine and analyze the influence of the audit committee moderation variable to strengthen or 

weaken the effect of financial distress, operating cash flow, and return on equity on earnings management in publicly listed 

companies in the manufacturing industry listed on the Indonesia Stock Exchange for the period 2018 – 2020. The method used 

is a quantitative method with an explanatory research type. The population in this study are all manufacturing companies listed 

on the Indonesia Stock Exchange (IDX) in 2018 – 2020, a total of 150 companies. Determining the number of samples was carried 

out using a purposive sampling technique, and it was determined that there were 77 companies. The data analysis method used 

is panel data analysis with the Eviews software program version 10. The results show that financial distress has a positive effect 

on earnings management in Manufacturing companies listed on the IDX for the period 2018 - 2020. Operating cash flow has 

no effect on earnings management in Manufacturing companies listed on the IDX for the 2018 - 2020 period. Return on equity 

has no effect on earnings management in Manufacturing companies listed on the IDX for the 2018 - 2020 period. The audit 

committee is unable to moderate the effect of financial distress on earnings management in Manufacturing companies listed 

on the IDX for the 2018 period - 2020. The audit committee is unable to moderate and weaken the effect of operating cash flow 

on earnings management in Manufacturing companies listed on the IDX for the period 2018 - 2020. The audit committee is able 

to moderate and strengthen the effect of return on equity on earnings management in Manufacturing companies listed on the 

IDX period 2018 - 2020. 
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1. Introduction 

Financial reports are information media used by investors to find out the condition of a company. For this reason, managers have 

the responsibility to report financial statements for a certain period to internal and external parties that are transparent and reliable. 

But in reality, the reported financial reports are far from transparent because some managers do earnings management. Earnings 

management is the use of accounting engineering to make a company's financial results appear better than they actually are. 

Earnings management is carried out by utilizing accounting standards to increase the company's reported profits. Some companies 

deliberately carry out earnings management and manipulate financial report data with various objectives, including making the 

company appear profitable to investors. 

There are several factors that influence companies to practice earnings management, namely financial distress, and internal audit 

committees (Li et al., 2020). The same thing was also expressed by Ranjbar & Amanollahi (2018) that companies practice earnings 
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management because the company is experiencing financial distress. Research by Pratiwi et al. (2022) found that one of the factors 

that allegedly supports the practice of earnings management is financial distress. 

Public companies experiencing financial difficulties will be motivated to engage in earnings management practices (Jacoby et al., 

2019). Many studies have proven that financial distress has an effect on earnings management practices, such as the research 

conducted by Pratiwi et al. (2022), which proves that financial distress affects income from earnings management practices. 

It is also possiblel for elarnings managelmelnt practicels to occur duel to welak or lack of ovelrsight from thel audit committelel, duel to 

thel elxistelncel of an audit committelel to ovelrselel and elnsurel that companiels implelmelnt accounting principlels so as to producel 

accountablel and creldiblel financial information. So that thel morel thel proportion of audit committelels will havel an impact on thel 

company's intelrnal pelrformancel and thel lelss elarnings managelmelnt practicels. Selvelral studiels havel shown that audit committelels 

havel a significant elffelct on elarnings managelmelnt, as was donel by Sari & Haryono (2021) who relvelaleld that audit committelels 

havel a significant elffelct on elarnings managelmelnt. 

A numbelr of studiels abovel show diffelrelnt relsults, somel relselarch relsults statel that financial distrelss has a positivel elffelct on elarnings 

managelmelnt. Othelr studiels elxplain that financial distrelss has no elffelct on elarnings managelmelnt. Thel samel condition is found in 

thel audit committelel, whelrel Sari & Haryono (2021) found thel audit committelel has a significant elffelct on elarnings managelmelnt. 

Howelvelr Karina & Sutarti (2021) found othelrwisel that thel audit committelel has no significant elffelct on elarnings managelmelnt. Thel 

samel thing was also found by Subhasinghe & Kehelwalatenna (2021) thel audit committelel has no significant elffelct on elarnings 

managelmelnt. Thel relsults of a relvielw of selvelral prelvious studiels rellateld to thel elffelct of financial distrelss and audit committelels 

show that consistelnt relsults havel not beleln found beltweleln onel relselarchelr and anothelr, so it belcomels intelrelsting to rel-elxaminel 

in diffelrelnt company conditions. 

Apart from thel phelnomelna and relselarch gaps, this study relfelrs to relselarch by Li et al. (2020) elntitleld Financial distrelss, intelrnal 

control, and elarnings managelmelnt: Elvidelncel from China. This kind of relselarch is still limiteld in Indonelsia, so it is velry intelrelsting 

to study. Thel diffelrelncel in this study liels in thel relselarch location whelrel in this study thel objelct useld was a manufacturing company 

listeld on thel Indonelsia Stock Elxchangel, and thel timel pelriod useld for analysis was thel pelriod from 2015 to 2020. 

 

2. Literature Review  

2.1 Agency Theory 

Agelncy thelory was introduceld in 1976 by Jelnseln and Melkling, which latelr belcamel thel basis for undelrstanding corporatel 

govelrnancel. Agelncy thelory is thel basis for doing businelss, whelrel wheln thel ownelr of thel company givels relsponsibility to othelr 

partiels (Sucipto & Zulfa, 2021). Whelrel this can bel a conflict beltweleln thel pelrson who owns (principal) and thel pelrson who managels 

(agelnt), namelly agelncy conflict. Sharelholdelrs melasurel thel good or bad pelrformancel of managelrs through thel profits gelnelrateld. 

Melanwhilel, managelrs do businelss in ordelr to achielvel maximum profit in ordelr to satisfy thel delsirels of sharelholdelrs. So it is velry 

likelly that managelrs will manipulatel sharelholdelrs wheln relporting thel condition of thel company so that it looks good in thel elyels 

of sharelholdelrs elveln though this is invelrselly proportional to thel condition of thel elxisting company. 

 

2.2 Earning Management 

According to Suyoto & Dwimulyani (2019) elarnings managelmelnt is a choicel madel by managelrs in deltelrmining accounting policiels 

that arel carrield out in ordelr to influelncel relports to achielvel celrtain goals. Elarnings managelmelnt practicels havel elrodeld invelstors' 

confidelncel in thel quality of financial relporting and hindelreld thel smooth flow of capital in financial markelts. Thelrelforel, a control 

melchanism is neleldeld to align thel diffelrelnt intelrelsts beltweleln managelmelnt and principals, namelly good corporatel govelrnancel, 

onel of thel goals of which is to prelvelnt elxcelssivel elarnings managelmelnt actions. Melasurelmelnt of elarnings managelmelnt in this 

study usels thel elarnings managelmelnt approach modell Utami (2005), thel Utami modell for elarnings managelmelnt is thel ratio of 

working capital accruals to salels. 

 

2.3 Audit Committee 

Thel audit committelel is thel pelrson who supelrvisels thel company. This committelel has thel duty to ovelrselel thel intelrnal control 

systelm, elxtelrnal audits, and financial relports to relducel thel opportunistic naturel of managelmelnt (Sari & Haryono, 2021). Thel audit 

committelel has a velry important and stratelgic rolel in telrms of maintaining thel creldibility of thel procelss of prelparing financial 

relports as welll as maintaining thel crelation of an adelquatel corporatel ovelrsight systelm and thel implelmelntation of good corporatel 

govelrnancel. Baseld on this relgulation, companiels that havel beleln relgistelreld on thel IDX arel relquireld to havel an audit committelel 

consisting of at lelast 3 (threlel) melmbelrs, both from indelpelndelnt commissionelrs and partiels outsidel thel company. Thel succelss of 

thel audit committelel in carrying out its dutiels and relsponsibilitiels is influelnceld, among othelr things, by thel numbelr of audit 

committelels (Saepudin et al., 2018). 

 



The Effect of Financial Distress and Company Characteristics on Earnings Management with the Audit Committee as Moderator 

Page | 192  

2.4 Financial Distress 

Financial distrelss is thel company's inability to fulfill its obligations or in othelr words elxpelrielncing bankruptcy. Wheln managelrs 

know about financial difficultiels in thel company, apart from relducing costs, elarnings managelmelnt is a practical way to relspond 

to financial distrelss (Supardi & Asmara, 2019). Financial distrelss can bel deltelcteld wheln a company is elxpelrielncing financial 

difficultiels or has elxpelrielnceld a continuous delclinel in profits and is unablel to melelt its obligations wheln thely fall duel. Companiels 

that arel in a "delclinel" cyclel must bel ablel to makel good stratelgic choicels by relducing dividelnds, relducing invelstmelnt or changing 

capital structurel to avoid financial distrelss (Koh et al., 2015). To melasurel financial distrelss, many studiels usel thel Z-scorel delfineld 

by (Altman, 1968). Li et al. (2020) usels a modifield Z-scorel (ZSCOREl) to melasurel financial distrelss with thel following formula: 

 

ZSCOREli,t= 0,3X1 + 1,0X2 + 1,4X3 + 1,2X4 + 0,6X5 

 

2.5 Operational Cash Flow 

According to Kipngetich et al. (2021) opelrating cash flow is thel amount of monely relmitteld for melrchandisel procurelmelnt, tax 

selttlelmelnt, velndor felels, wagels and othelr opelrating elxpelnsels. Opelrating cash flow information providels administration with a 

clelar picturel of how much cash and thel institution nelelds to bel utilizeld or gelnelrateld from thel day-to-day opelrations of thel 

businelss. Cash Flow from Opelrating (CFO), is thel cash flow obtaineld or issueld from company activitiels. CFO is melasureld baseld on 

thel elxisting CFO in thel cash flow statelmelnt at thel elnd of thel currelnt yelar divideld by total asselts for thel yelar. Thel formula is as 

follows (Feldo et al., 2017): 

𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤 𝑓𝑟𝑜𝑚 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 =  
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
 

 

 

2.6 Return on Equity (ROE) 

Relturn on elquity (ROEl) is a ratio for melasuring nelt profit aftelr tax with own capital and gelnelratels nelt incomel availablel to ownelrs 

or invelstors (Choiriyah et al., 2020). According to Kasmir (2018) ROEl is an important melasurel to deltelrminel how elfficielntly 

companiels will usel thel monely thely invelst in gelnelrating nelt profit. Pulungan & Insan (2020) elxplains that relturn on elquity (ROEl) 

is a melasurel of thel amount of profit gelnelrateld by thel company last yelar compareld to thel valuel of its elquity. ROEl (Relturn on 

elquity) is thel succelss/failurel of managelmelnt in maximizing thel relturn on invelstmelnt of sharelholdelrs and elmphasizing thel relturn 

on incomel with thel amount invelsteld. Thel formula is (Choiriyah et al., 2020): 

 

𝑅𝑂𝐸 =
𝐸𝑎𝑟𝑛𝑖𝑛𝑔 𝐴𝑓𝑡𝑒𝑟 𝑇𝑎𝑥 (𝐸𝐴𝑇)

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦
 

 

Thel framelwork of thought useld in this study is as follows: 

 

 
Figure 1. Research Framework 

With relfelrelncel to thel framelwork of thought abovel, thel hypothelsis proposeld in this study is: 

 

H1 : Financial distrelss has a positivel elffelct on elarnings managelmelnt  

Audit Committee 
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H2 : Opelrating cash flow has a nelgativel elffelct on elarnings managelmelnt  

H3 : Relturn on elquity has a nelgativel elffelct on elarnings managelmelnt  

H4 : Thel audit committelel welakelns thel elffelct of financial distrelss on elarnings managelmelnt 

H5 : Thel audit committelel strelngthelns thel elffelct of opelrating cash flow on elarnings managelmelnt 

H6 : Thel audit committelel strelngthelns thel influelncel beltweleln relturn on elquity and elarnings managelmelnt 

 

3. Methodology  

This relselarch usels a quantitativel approach and is includeld in thel typel of elxplanatory relselarch, namelly elxplaining thel causal 

rellationship beltweleln variablels through hypothelsis telsting, which aims to deltelrminel thel elffelct of thel indelpelndelnt variablel on thel 

delpelndelnt variablel (Sugiyono, 2018). Thel variablels in this study consist of 4 typels of variablels, namelly: 1) indelpelndelnt variablels 

consisting of financial distrelss, opelrating cash flow, and relturn on elquity, 2) delpelndelnt variablel namelly elarnings managelmelnt, 

and 3) modelrating variablel namelly audit committelel. Melanwhilel, thel population in this study arel all manufacturing companiels 

listeld on thel IDX in 2018 – 2020, a total of 160 companiels ; withdrawal of samplels using non-probability sampling melthod with 

purposivel sampling telchniquel. Thel samplels in this study welrel basic and chelmical manufacturing companiels that melt thel following 

critelria: 

 

1. Manufacturing companiels listeld on thel IDX for thel 2018-2020 pelriod 

2. Manufacturing companiels that consistelntly publisheld annual audit relports for thel 31 Delcelmbelr 2018-2020 pelriod 

3. Manufacturing companiels that havel compleltel annual relport data according to relselarch nelelds 

4. Manufacturing companiels that elxpelrielncel positivel profits during thel 2018-2020 pelriod 

 

Thel data useld arel company financial relports that havel beleln relgistelreld and publisheld in 2018-2020. Thel data sourcels in this study 

arel selcondary data obtaineld from thel official welbsitel of thel Indonelsia Stock Elxchangel (ww.idx.co.id), and various litelraturel in thel 

form of books, journals, publications rellateld to thel variablels in thel study. Thel data obtaineld welrel theln analyzeld using thel panell 

data analysis modell using thel hellp of thel Elvielws velrsion 10 softwarel program. Howelvelr, prelviously a delscriptivel analysis was 

carrield out which provideld an ovelrvielw of a variablel as seleln from thel melan, standard delviation, maximum valuel and minimum 

(Ghozali, 2013). Aftelr that, thel classical assumption telst was carrield out, namelly thel normality telst, multicollinelarity telst, 

heltelrosceldasticity telst, and autocorrellation telst. Thel stelps of this analysis arel deltelrmination analysis (R2), F statistical telst, and t 

statistical telst. 

 

4. Results and Discussion  

In this study, thel data useld is selcondary data obtaineld from thel financial relports of manufacturing companiels listeld on thel IDX 

for thel pelriod 2018 – 2020. A summary of thel samplel sellelction proceldurel is prelselnteld in thel following tablel: 

 

Table 1. Sampling Criteria 

No Sampling Criteria Amount 

1 Manufacturing companiels listeld on thel IDX for thel pelriod 2018 - 2020 160 

2 Sort manufacturing company incompleltel financial statelmelnts (22) 

3 Manufacturing companiels that elxpelrielnceld lossels in thel 2018-2020 pelriod (61) 

 Number of Observations (77 x 3 years of observations) 231 

Sourcel: Relsults Procelsseld by Relselarchelrs (2022) 

 

4.1 Descriptive Statistics Test 

This analysis was conducteld to deltelrminel thel minimum, maximum, avelragel (melan), and standard delviation valuels of thel relselarch 

data. Thel relsults of delscriptivel statistical telsts on all variablels can bel seleln in tablel 2 as follows: 

Table 2. Descriptive Statistical Test Results 

  ElM FD CFO ROEl KA 

 Melan  0.047058  4.611943  0.088991  0.145770  3.043290 

 Maximum  5.211200  174.4121  0.488800  2.244600  5.000000 

 Minimum -0.7595  0.869600 -0.255  0.000400  2.000000 

 Std. Delv.  0.419051  12.43490  0.113700  0.231261  0.291675 

 Obselrvations  231  231  231  231  231 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 
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It can bel seleln that thel Elarning Managelmelnt (ElM) variablel has a melan or avelragel valuel of 0.047058 with a maximum valuel of 

5.211200 found in PT Star Peltrochelm Tbk and a minimum valuel of -0.759500 found in PT Melrck Indonelsia Tbk. With a standard 

delviation of 0.419051 which melans that thel maximum increlasel in thel avelragel variablel. 

Thel Financial Distrelss (FD) variablel has a melan or avelragel valuel of 4.611943 with a maximum valuel of 174.4121 found in PT Star 

Peltrochelm Tbk and a minimum valuel of 0.869600 found in PT Barito Pacific Tbk. With a standard delviation of 12.43490 which 

melans that thel maximum increlasel in thel avelragel variablel. 

It can bel seleln that thel Cash Flow from Opelrating (CFO) variablel has a melan or avelragel valuel of 0.088991 with a maximum valuel 

of 0.48880 in PT Multi Bintang Indonelsia Tbk and a minimum valuel of -0.255000 in PT Alaska Industrindo Tbk. With a standard 

delviation of 0.113700 which melans that thel maximum increlasel in thel avelragel variablel. 

It can bel seleln that thel variablel Relturn on Elquity (ROEl) has a melan or avelragel valuel of 0.145770 with a maximum valuel of 2.244600 

in PT Melrck Indonelsia Tbk and a minimum valuel of 0.000400 in PT Star Peltrochelm Tbk. With a standard delviation of 0.231261 

which melans that thel maximum increlasel in thel avelragel variablel. 

Thel Indelpelndelnt Commissionelr Variablel (KI) has a melan or avelragel valuel of 3.043290 with a maximum valuel of 5.000000 in PT 

Charoeln Pokphand Indonelsia Tbk and a minimum valuel of 2.000000 in PT Alkindo Naratama Tbk. With a standard delviation of 

0.291675 which melans that thel maximum increlasel in thel avelragel variablel. 

4.2 Analysis of Research Results 

a. Classic assumption telst 

Thel classic assumption telst is a statistical telst conducteld to melasurel thel closelnelss of thel rellationship or influelncel beltweleln 

indelpelndelnt variablels through thel magnitudel of thel correllation coelfficielnt. This classic assumption telst consists of a data 

normality telst, multicollinelarity telst, heltelrosceldasticity telst, and autocorrellation telst. Thel relsults of thel normality telst in this study 

can bel seleln in Figurel 2 bellow. 
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Maximum  1.869363
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Std. Dev.   0.178891

Skewness   4.021904

Kurtosis   56.22511

Jarque-Bera  27889.55

Probability  0.000000 

 
Figure 2. Normality Test Results 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

Thel Jarquel-Belra valuel is 27889.55 with a probability valuel of 0.000000 which is smallelr than thel significant lelvell of 0.05, so it 

can bel concludeld that thel data in this study arel not normally distributeld. Furthelrmorel, thel relsults of multicollinelarity in this 

study can bel seleln in thel following tablel.  

Table 3. Multicollinearity Test Results 

No Variable VIF Information 

1 Financial distrelss  1.007344 Multicollinelarity Doels Not Occur 

2 Opelrating cash flow  1.305361 Multicollinelarity Doels Not Occur 

3 Relturn on elquity  1.310987 Multicollinelarity Doels Not Occur 

4 Audit Committelel  1.001030 Multicollinelarity Doels Not Occur 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 
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Thel VIF valuel on thel variablels financial distrelss, opelrating cash flow, relturn on elquity, and audit committelel is lelss than 10. Thus it 

can bel concludeld that thel six variablels arel frelel from multicollinelarity problelms belcausel thel VIF valuel is < 10. Thel relsults of thel 

heltelrosceldasticity telst in this study can bel seleln in following tablel.  

Table 4. Heteroscedasticity Test Results 

Heltelroskeldasticity Telst: Whitel  

     
     F-statistic 179.5593     Prob. F(32,198) 0.0000 

Obs*R-squareld 223.3051     Prob. Chi-Squarel(32) 0.0000 

Scaleld elxplaineld SS 5746.335     Prob. Chi-Squarel(32) 0.0000 

     
     Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

From elach variablel obtain a Prob valuel. Obs*R-Squareld of 0.000. Thelsel relsults concludel that thel variablel has heltelrosceldasticity 

problelms belcausel thel Prob valuel. Obs*R-Squareld is bellow < 0.05. Thel following tablel is thel relsult of thel autocorrellation telst 

which can bel seleln in tablel 5 bellow. 

Table 5. Autocorrelation Test Results 

Brelusch-Godfrely Selrial Correllation LM Telst:  

     
     F-statistic 0.209119     Prob. F(2,221) 0.8115 

Obs*R-squareld 0.436336     Prob. Chi-Squarel(2) 0.8040 

     
     Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

Obs*R-squareld valuel with Prob. Chi-Squarel 0.8040 is grelatelr than 0.05. So it was concludeld that thel data on thel modell in thel 

relselarch variablels did not occur autocorrellation. 

b. Belst Modell Sellelction Relcommelndations 

Thel following is a summary relsult of thel panell data relgrelssion modell sellelction telst.  

Table 6. Panel Data Regression Model Selection Results 

Test Name Information Results 

Chow Telst CElM Vs FElM Fixeld Elffelct Modell 

Hausman Telst RElM Vs FElM Fixeld Elffelct Modell 

Langragel Multiplielr Telst CElM Vs RElM Common elffelct modell 

Sourcel: Relsults Procelsseld by Relselarchelrs (2022) 

Thel relsults of thel chow-telst show that thel belst modell is thel fixeld elffelct modell compareld to thel common elffelct modell. 

Furthelrmorel, thel relsults of thel hausman-telst show that thel belst modell is thel fixeld elffelct modell which is belttelr than thel random 

elffelct modell, and baseld on thel Langragel multiplielr telst it shows that thel common elffelct modell is belttelr than thel random elffelct 

modell. Furthelrmorel, baseld on thel Chow-telst and Hausman-telst, it can bel delcideld that thel belst telsting modell for thel relgrelssion 

elquation is to usel thel fixeld elffelct modell. 

c. Panell Data Relgrelssion Analysis 

Belforel conducting thel panell data relgrelssion telst, a classical assumption telst was first pelrformeld to elnsurel that thel relgrelssion 

coelfficielnt did not occur, and thel relsults obtaineld from thel classical assumption telst that thelrel had beleln a violation of thel classical 

assumptions from both thel normality telst and thel heltelrosceldasticity telst. Theln thel belst panell data relgrelssion modell in this study 

usels thel fixeld elffelct modell and usels thel HAC Nelwely-Welst Telst melthod. Thel relsults of panell data relgrelssion telsting modell 1 

(belforel modelration) and modell 2 (aftelr modelration) with thel HAC Nelwely-Welst Telst can bel seleln in thel following tablel. 
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Table 7. Model 1 Regression Results (Before Moderation) 

Delpelndelnt Variablel: ElM   

Melthod: Lelast Squarels   

Datel: 12/20/22   Timel: 12:51   

Samplel: 1 231    

Includeld obselrvations: 231   

HAC standard elrrors & covariancel (Bartleltt kelrnell, Nelwely-Welst fixeld 

        bandwidth = 5.0000)   

     
     Variablel Coelfficielnt Std. Elrror t-Statistic Prob.   

     
     C -0.049895 0.044748 -1.115016 0.1330 

FD 0.030176 0.002385 12.65500 0.0000 

CFO 0.034503 0.198755 0.173598 0.4312 

ROEl -0.140664 0.129417 -1.086906 0.1391 

KA -0.008144 0.013846 -0.588166 0.2785 

     
     R-squareld 0.816501     Melan delpelndelnt var 0.047058 

Adjusteld R-squareld 0.813253     S.D. delpelndelnt var 0.419051 

S.El. of relgrelssion 0.181090     Akaikel info critelrion -0.558241 

Sum squareld relsid 7.411327     Schwarz critelrion -0.483730 

Log likellihood 69.47684     Hannan-Quinn critelr. -0.528188 

F-statistic 251.4035     Durbin-Watson stat 2.052211 

Prob(F-statistic) 0.000000     Wald F-statistic 44.20165 

Prob(Wald F-statistic) 0.000000    

     
     

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

 

Thel relgrelssion elquation useld in thel relselarch baseld on thel abovel telst is as follows: 

EM = -0.049895 + 0.030176 FD + 0.034503 CFO - 0.140664 ROE -0.008144 + ε 

From thel modell elquation 1 abovel, it is known that thel relsults of thel relgrelssion telst using thel fixeld elffelct modell melthod with HAC 

show that financial distrelss and opelrating cash flow havel a positivel rellationship with elarnings managelmelnt. Melanwhilel, relturn on 

elquity and audit committelel havel a nelgativel rellationship with elarnings managelmelnt. 

 

Table 8. Model 2 Regression Results (After Moderation) 

Delpelndelnt Variablel: ElM   

Melthod: Lelast Squarels   

Datel: 08/11/22   Timel: 10:28   

Samplel: 1 231    

Includeld obselrvations: 231   

HAC standard elrrors & covariancel (Bartleltt kelrnell, Nelwely-Welst fixeld 

        bandwidth = 5.0000)   

     
     

Variablel 
Coelfficielnt Std. Elrror t-Statistic 

Prob. 

Onel Taileld 

     
     C -0.051199 0.096446 -0.530862 0.2980 

FD 0.031561 0.008141 3.876836 0.0001 

CFO -2.771435 1.256409 -2.205839 0.0142 

ROEl 2.197674 1.057359 2.078457 0.0194 

KA -0.007494 0.030382 -0.246667 0.4027 

FD_KA -0.000547 0.002276 -0.240283 0.4052 

CFO_KA 0.937658 0.379897 2.468188 0.0072 

ROEl_KA -0.779592 0.335280 -2.325200 0.0105 
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R-squareld 0.817760     Melan delpelndelnt var 0.047058 

Adjusteld R-squareld 0.812039     S.D. delpelndelnt var 0.419051 

S.El. of relgrelssion 0.181677     Akaikel info critelrion -0.539150 

Sum squareld relsid 7.360494     Schwarz critelrion -0.419932 

Log likellihood 70.27178     Hannan-Quinn critelr. -0.491065 

F-statistic 142.9512     Durbin-Watson stat 2.029231 

Prob(F-statistic) 0.000000     Wald F-statistic 409.4595 

Prob(Wald F-statistic) 0.000000    

     
     

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

 

Thel relgrelssion modell aftelr using thel modelrating variablel useld in thel study baseld on thel abovel telst is as follows: 

 

EM = -0.051199 + 0.031561 FD - 2.771435 CFO + 2.197674 ROE - 0.007494 KA - 0.000547 FD_KA + 0.937658 

CFO_KA - 0.779592 ROE_KA + ε 

 

From thel elquation modell abovel, it can bel elxplaineld that baseld on thel relsults of thel relgrelssion telst using thel fixeld elffelct modell 

melthod with HAC, it shows that financial distrelss, relturn on elquity, and audit committelels in modelrating opelrating cash flow havel 

a positivel rellationship with elarnings managelmelnt. Melanwhilel opelrating cash flow, audit committelel in modelrating financial 

distrelss, and audit committelel in modelrating relturn on elquity, havel a nelgativel rellationship with elarnings managelmelnt. 

 

4.3  Hypothesis Testing 

Baseld on thel relsults of sellelcting thel belst panell data relgrelssion modell, thel relselarchelr delcideld to usel thel fixeld elffelct modell in thel 

relgrelssion modell. Thel first hypothelsis telst in this study was thel coelfficielnt of deltelrmination telst whosel relsults arel prelselnteld in 

thel following tablel: 

Table 9. Results of Determination Analysis (R2) 

 Variable Relations R-Squared 

Modell 1 (Belforel 

Modelration) 

Financial distrelss, opelrating cash flow, and relturn on 

elquity on elarning managelmelnt 
0,816501 

Modell 2 (Aftelr 

Modelration) 

Thel audit committelel modelratels thel elffelct of financial 

distrelss, opelrating cash flow, and relturn on elquity on 

elarnings managelmelnt 

0,817760 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

 

It is known that thel R-Squareld valuel in modell 1 (belforel modelration) is 0.816501. So it melans that financial distrelss, opelrating cash 

flow, and relturn on elquity jointly affelct elarnings managelmelnt by 81.6%, and thel relmaining 18.4% is influelnceld by othelr factors 

outsidel thel relselarch modell. Furthelrmorel, in modell 2 (aftelr modelration) thel R-Squareld valuel is 0.817760. This melans that thel audit 

committelel variablels in modelrating thel elffelct of financial distrelss, opelrating cash flow, and relturn on elquity, jointly affelct elarnings 

managelmelnt by 81.7%, and thel relmaining 18.3% is influelnceld by othelr factors outsidel thel relselarch modell. 

 

Furthelrmorel, thel relsults of thel simultanelous telst (F telst) in this study arel as follows: 

Table 10. Statistical Test Results F 
 F-statistic Prob(F-statistic) 

Financial Distrelss, Opelrating Cash Flow, and 

Relturn on Elquity 
142.9512 0.000000 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

 

Baseld on thel F-Statistics valuel and thel Prob(F-statistic) valuel in this study is 142.9512 with a probability valuel of 0.000000. Thel 

probability valuel of thel F statistic is smallelr than thel significant valuel α = 5%, so it can bel concludeld that thel indelpelndelnt variablels 

in this study, namelly financial distrelss, opelrating cash flow, and relturn on elquity simultanelously havel a significant elffelct on thel 

delpelndelnt variablel on elarning managelmelnt. Thel t-telst hypothelsis in this study is divideld into two modells, namelly modell 1 (belforel 

modelration) and modell 2 (aftelr modelration), which will bel elxplaineld bellow. 
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Table 11. Statistical Test Results t Model 1 (Before Moderation) 

Variable 

Relations 
β 

Sig. 

1-tailed 
Results 

FD  ML 0.030176 0.0000 Has a positivel elffelct, H1 is accelpteld 

CFO  ML 0.034503 0,4311 No nelgativel elffelct, H2 is reljelcteld 

ROEl  ML -0.140664 0,1391 Has a nelgativel elffelct, H3 is reljelcteld 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

- Thel first hypothelsis; thel relsults of thel t telst on thel relgrelssion modell, obtaineld a coelfficielnt (β) with a positive l direlction of 

0.030176 and a onel taileld significancel valuel of 0.0000 <0.05 (5% significancel lelvell). So, it can bel concludeld that thel first 

hypothelsis is accelpteld. 

- Selcond hypothelsis; thel relsults of thel t telst on thel relgrelssion modell, obtaineld a coelfficielnt (β) with a positive l direlction of 

0.034503 and a onel taileld significancel valuel of 0.4311 > 0.05 (5% significancel lelvell). So, it can bel concludeld that thel selcond 

hypothelsis is reljelcteld. 

- Thel third hypothelsis; thel relsults of thel t telst on thel relgrelssion modell, obtaineld a coelfficielnt (β) with a positive l direlction of -

0.140664 and a onel taileld significancel valuel of 0.1391 > 0.05 (5% significancel lelvell). So, it can bel concludeld that thel third 

hypothelsis is reljelcteld. 

Table 12. Statistical Test Results t Model 2 (After Moderation) 

Variable Relations β 
Sig. 

1-tailed 
Results 

FD*KA  ML -0.000547 0.4052 Unablel to modelratel, H4 is reljelcteld 

CFO*KA  ML 0.937658 0.0072 Capablel of modelrating and welakelning, H5 is reljelcteld 

ROEl*KA  ML -0.779592 0.0105 Ablel to modelratel and amplify, H6 is accelptablel 

Sourcel: Relsults of Data Procelssing with Elvielws 10 (2022) 

 

- Fourth hypothelsis; thel relsults of thel t telst on thel relgrelssion modell, obtaineld a coelfficielnt (β) with a ne lgativel direlction of -

0.000547 and a onel taileld significancel valuel of 0.4052 > 0.05 (5% significancel lelvell). So, it can bel concludeld that thel fourth 

hypothelsis is reljelcteld. 

- Fifth hypothelsis; thel relsults of thel t telst on thel relgrelssion modell, obtaineld a coelfficielnt (β) with a positive l direlction of 0.937658 

and a onel taileld significancel valuel of 0.0072 <0.05 (5% significancel lelvell). So, it can bel concludeld that thel fifth hypothelsis is 

reljelcteld. 

- Sixth hypothelsis; t telst relsults on thel relgrelssion modell, thel coelfficielnt (β) is obtaine ld with a nelgativel direlction of -0.779592 

and a onel taileld significancel valuel of 0.0105 <0.05 (5% significancel lelvell). So, it can bel concludeld that thel sixth hypothelsis is 

accelpteld. 

4.4 Discussion 

a. Financial Distrelss has a positivel elffelct on Elarning Managelmelnt 

Baseld on thel relsults of telsting thel first hypothelsis, it shows that financial distrelss has a positivel elffelct on elarnings managelmelnt 

in Manufacturing companiels listeld on thel IDX for thel 2018-2020 pelriod. This relsult is in linel with agelncy thelory which elxplains 

that wheln a company elxpelrielncels financial distrelss, it is highly likelly that managelmelnt will makel elarnings managelmelnt elfforts, 

belcausel company managelrs will bel motivateld to covelr up thel actual condition of thel company by doing elarnings 

managelmelnt. This can bel donel by company managelrs belcausel thely havel morel information than sharelholdelrs. Thel relsults of 

this study support thel relselarch of Hassanpour & Ardakani (2017) which found a positivel elffelct of financial distrelss on elarnings 

managelmelnt. 

 

b. Opelrating Cash Flow has a nelgativel elffelct on Elarning Managelmelnt 

Baseld on thel relsults of telsting thel selcond hypothelsis, it shows that opelrating cash flow has no elffelct on elarnings managelmelnt 

in Manufacturing companiels listeld on thel IDX for thel pelriod 2018 - 2020. Opelrating cash flow is useld as an indicator of 

company pelrformancel, whelrel low opelrating cash flow relsults in low pelrformancel. Thel usel of opelrating cash flow as a 

componelnt of preldicting company pelrformancel. Thel relsults of relselarch conducteld by Hastuti et al. (2018) concludeld that 

opelrating profit and cash flow can relflelct company pelrformancel. Thel relsults of this study arel in linel with Phuong Ngo & Hong 

(2021) stating that nelt cash flow from opelrations has no elffelct on elarnings managelmelnt. 
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c. Relturn On Elquity has a nelgativel elffelct on Elarning Managelmelnt 

Baseld on thel relsults of telsting thel third hypothelsis, it shows that relturn on elquity has no elffelct on elarnings managelmelnt in 

manufacturing companiels listeld on thel IDX for thel pelriod 2018 - 2020. This relsult is in linel with relselarch by Asmarani et al. 

(2019) which statels that relturn on elquity has no elffelct on elarnings managelmelnt. This indicatels that managelmelnt's succelss in 

maximizing relturns to sharelholdelrs doels not influelncel managelrs to takel elarnings managelmelnt actions. This provels that thel 

company's elarnings managelmelnt is not baseld on increlasing thel company's elquity. Thel samel relsults welrel also found by selvelral 

prelvious studiels by Aldona & Listari (2020) showing that ROEl has no elffelct on elarnings managelmelnt. 

 

d. Thel Audit Committelel welakelneld thel influelncel of Financial Distrelss on Elarning Managelmelnt 

Baseld on thel relsults of telsting thel fourth hypothelsis, it shows that thel audit committelel is not ablel to modelratel thel elffelct of 

financial distrelss on elarnings managelmelnt in manufacturing companiels listeld on thel IDX for thel pelriod 2018 – 2020. This 

could bel duel to thel elxistelncel of an audit committelel which only aims to comply with relgulations, not to elnforcel implelmelntation 

of good corporatel govelrnancel. This finding is in linel with Tannaya & Lasdi (2021)(Tannaya & Lasdi, 2021), hel found that audit 

committelels cannot modelratel financial distrelss in elarnings managelmelnt. 

 

e. Thel Audit Committelel strelngthelns thel influelncel of Opelrating Cash Flow on Elarning Managelmelnt 

Baseld on thel relsults of telsting thel fifth hypothelsis, it shows that thel audit committelel is unablel to modelratel and welakeln thel 

elffelct of opelrating cash flow on elarnings managelmelnt in Manufacturing companiels listeld on thel IDX for thel pelriod 2018 – 

2020. Thelsel relsults elxplain that thel elxistelncel of an audit committelel is only aimeld at compliancel with relgulations, not for 

elnforcel thel implelmelntation of good corporatel govelrnancel. Wati & Juliesti (2021) concludeld that companiels that havel largelr 

opelrating cash flows indicatel low elarnings managelmelnt in thelsel companiels. Thelsel relsults support thel relselarch findings of 

Yolanda et al. (2019) which show that audit committelels havel a significant and welakelning influelncel in modelrating CFOs with 

elarnings managelmelnt. 

 

f. Thel Audit Committelel strelngthelns thel influelncel beltweleln Relturn on Elquity and Elarning Managelmelnt 

Baseld on thel relsults of telsting thel sixth hypothelsis, it shows that thel audit committelel is ablel to modelratel and strelngtheln thel 

elffelct of relturn on elquity on elarnings managelmelnt in Manufacturing companiels listeld on thel IDX for thel pelriod 2018 – 2020. 

Thel audit committelel selrvels as a bridgel beltweleln thel company and elxtelrnal auditors who will elxaminel thel company's financial 

statelmelnts and compliancel against thel applicablel relgulations and standards belforel beling velrifield by thel elxtelrnal auditor. A 

high lelvell of Relturn On Elquity (ROEl) indicatels that thel elquity useld by thel company is maximizeld to gelt thel maximum profit. 

Similar to thel findings of Ferdianto, (2019), thel audit committelel as a modelrating variablel in thel rellationship beltweleln 

profitability and elarnings managelmelnt has a significant influelncel. 

 

5. Conclusions and recommendations 

5.1. Conclusion 

Financial distrelss has a positivel elffelct on elarnings managelmelnt in Manufacturing companiels listeld on thel IDX for thel 2018-2020 

pelriod. Melanwhilel, opelrating cash flow and relturn on elquity havel no elffelct on elarnings managelmelnt in Manufacturing companiels 

listeld on thel IDX for thel 2018-2020 pelriod. For thel modelrating variablel, namelly thel committelel thel audit obtaineld was only ablel 

to modelratel and strelngtheln thel elffelct of relturn on elquity on elarnings managelmelnt in Manufacturing companiels listeld on thel 

IDX for thel 2018-2020 pelriod. Howelvelr, thel audit committelel was unablel to modelratel and welakeln thel elffelct of financial distrelss 

and opelrating cash flow on elarnings managelmelnt in Manufacturing companiels listeld on IDX pelriod 2018 – 2020. 

5.2 Suggestion 

This relselarch can bel useld by invelstors rellateld to information on thel implelmelntation of govelrnancel and elarnings managelmelnt 

activitiels within thel company so that it can bel useld as onel of thel information in delcision making. Theln invelstors arel adviseld to 

furthelr relvielw thel financial condition rellateld to thel company's ability to managel currelnt asselts to financel its delbts and obtain 

maximum profit in ordelr to minimizel thel risk of elarnings managelmelnt practicels. Finally, to bel ablel to minimizel elarnings 

managelmelnt, it is elxpelcteld that thel company can increlasel thel relsults of opelrating cash flow and relmain in this way thel company 

can avoid elarnings managelmelnt practicels. 
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