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Abstract: This study aims to determine the influence of intellectual capital, financial stability, 
financial distress and firm size on earning management. This study uses quantitative data, the 
sample in this study is 31 companies in the basic materials sector listed on the Indonesia Stock 
Exchange in the period 2012 – 2022. The analysis technique used to test the hypothesis was 
multiple regression analysis using Eviews 9 software. This study shows that the intellectual 
capital variable has a negative and statistically insignificant effect on earning management, the 
financial stability variable has a positive effect and is statistically insignificant on earning 
management, the financial distress variable has a positive effect on earnings management and the 
firm size variable has a positive effect and is statistically insignificant on earning management and 
statistically insignificant towards earning management 
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INTRODUCTION 
In developments in the business world, 

companies are required to be able to create a 
competitive advantage that can compete 
with other competitors. Company resources 
are utilized in carrying out operations that 
help companies to be superior in 
competition in an efficient and effective way. 
One of the indicators used to assess the 
company's performance is the amount of 
profit obtained. An increase in profits from 
year to year indicates that the company 
optimally manages resources in obtaining 
profits. The preparation of financial 
statements with the principle of accrual, 
which involves estimation and assessment, 
provides an opportunity for companies to 
choose a method that suits the company's 
situation, as long as it remains in line with 
the applicable financial accounting standards 
(SAK) (Rianto & Rina, 2021). 

The importance of presenting financial 
statements for the survival of the company 
causes managers to be motivated to improve 
the company's performance so that the 
company still looks good. This job 
sometimes makes managers take various 
actions, one of which is by doing profit 
management. Profit is one of the accounting 
information that is important for investors in 
determining investment decisions. 
Therefore, profits are often used as a target 
of management engineering to prioritize 
their personal interests and this can be 
detrimental to investors.  

Earnings management is an act of 
intervention carried out in financial 
statements in accordance with legitimate 
accounting principles to obtain profits in 
accordance with external expectations Profit 
management can be done in ways such as 
increasing, decreasing, or stabilizing revenue 
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to affect the value of profits (Steven & Sha, 
2022). In the theory of agency (Jensen & 
Meckling, 1976) it can be explained that 
profit management is carried out because 
there is a conflict of interest between the 
interests of the company owner (principal) 
which is not in harmony with the 
management of the company (agent). 

(Scott, 2015) explained that if carried out 
in accordance with the procedures recorded 
in accounting standards, profit management 
actions can be considered ethical actions.  
This is a consideration for leaders when 
looking at changes in recording methods, 
accounting, revenue recognition and others.  
This opinion is supported by several experts.  
However, there are also those who argue that 
profit management actions can cause users 
to use financial statements and create 
information asymmetry that has the 
potential to create mismatches between 
owners and managers. This gap can affect 
the wrong decision-making process. 

The profit management scandal that has 
occurred in Indonesia, especially in the basic 
materials company  , namely PT Timah 
(Persero) Tbk (TINS). Where the financial 
statements of the first semester of 2015 
showed positive performance, even though 
the company suffered an operational loss of 
Rp59 billion. In addition, PT Timah also 
experienced a significant decrease in profit 
and an increase in debt. The company's debt 
increased by almost 100 percent from Rp263 
billion in 2013 to Rp2.3 trillion in 2015. This 
was done by the company PT. Tin to cover 
the financial performance of companies that 
are unable to get out of the losses 
experienced (Okezone.com, 2016). 

Profit management can be influenced by 
several factors, one of which is intellectual 
capital. Intellectual capital is a source of 
competitive excellence, as well as a reliable 
engine of production that is able to increase 
the output value of knowledge-based 

companies, Strong intellectual capital 
performance can result in an increase in 
stakeholder wealth to the maximum (Pohan 
et al., 2018). In research (Andriani & Arsjah, 
2022; E. G. Sari & Murtanto, 2023) it was 
found that intellectual capital has a negative 
effect, which means that if intellectual capital 
is managed efficiently, it will reduce profit 
management practices. In addition, financial 
stability is also one of the factors in profit 
management. Financial stability is a state 
that describes the condition of a company in 
a stable condition. Financial stability can also 
put considerable pressure on management to 
maintain the company's financial stability. 
Therefore, they take various ways to make 
financial statements look good, one of which 
is profit management. This is in line with 
research (Ferdini et al., 2020) which states 
that financial stability has a positive effect on 
profit management.  

Financial distress as one of the 
management factors of financial distress  is 
the company's financial condition that 
continues to decline before reaching the 
point of bankruptcy. Failure to carry out the 
company's operational activities effectively 
can be the main cause of financial distress 
(Tannaya & Lasdi, 2021). Unstable financial 
conditions can trigger managers to carry out 
various profit management, such as income 
increasing, income decreasing, income 
smoothing, and so on. This aims to present 
more attractive profit financial statements 
(Santosa & Rasyid, 2022). Previous research 
from (Krisnando & Damayanti, 2021; 
Sihombing & Nurul Izzah, 2022) stated that 
financial distress has a significant positive 
effect. Firm size is a benchmark that shows 
the size of a company (Wulan Astriah et al., 
2021). Large-scale companies have a wider 
range of shareholders. So that the policies 
taken by large companies will have a greater 
impact on public interest compared to small 
companies. For investors, the company's 
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policies will have an impact on the future 
cash flow outlook. Research (Paramitha & 
Idayati, 2020) found that company size has a 
negative effect on profit management, in 
addition to research (Priharta et al., 2018; 
Santi & Wardani, 2018; Yanti & Ery Setiawan, 
2019) stated that company size has a 
negative and significant effect on profit 
management.  

This study aims to review, analyze and 
obtain empirical evidence regarding 1) The 
influence of intellectual capital on earning 
management. 2) The influence of financial 
stability on earning management. 3) The 
influence  of financial distress on earning 
management. 4) The influence of firm size on 
earning management. 
 
THEORETICAL FOUNDATIONS 
Agency Theory 

Jensen & Meckling (1976) defined 
agency theory as a relationship between one 
or more principals involving other people 
(agents) to perform a number of services on 
their behalf involving delegating some 
decision-making authority to an agent. The 
relationship between management and the 
board of directors often causes conflicts 
between parties due to differences in 
interests. One of the responsibilities of 
management to principals is to provide 
reliable financial reports. The goal of 
management is to report the company's 
results as comprehensively as possible, 
regardless of the interests of the principal 
(Siswantoro, 2020). 

 
Signaling Theory 

In the labor market, there is always an 
information imbalance (information 
asymmetry) so Spence created a signal 
system to strengthen decision-making in 
recruiting workers in the company. This 

signaling system includes education, work 
experience, race, gender, and personality. 
The existence of this criterion depends on 
uncertainty about the productivity ability of 
employees (Spence, 1973). 

 
Resourche Based View (RBV) 

Resourche Based View Theory or called 
resource-based value theory according to 
(Barney, 1991) is a business concept that 
emphasizes the importance of company 
resources and capabilities to create long-term 
competitive advantages. A company's 
unique and uninitiable resources can be a 
source of competitive advantage and make 
the company more able to compete. 

 
Earning Management 

Profit management is one of the ways 
that allows management to manage a 
company's financial statements through the 
selection of certain accounting policies with 
the aim of increasing net profit and company 
value in accordance with management 
expectations (Paramitha & Idayati, 2020). 

 
Intellectual Capital 
Intellectual capital or intellectual capital is a 
concept to create valuable added value for 
the company, intellectual capital itself is 
divided into 3 categories, namely structural 
capital, human capital and customer capital. 
In his research (Kalbuana et al., 2020),  
human capital is defined as employee 
knowledge, while structural capital is 
knowledge in terms of units/companies and 
customer capital related to customers. 

 

Financial Stability 
Financial stability is a state of showing the 
financial situation of a company in a normal 
and fine situation (Lestari & Nuratama, 
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2020). According to SAS No. 99, managers are 
pressured to commit fraud when financial 
stability is threatened by the economic 
situation. 
 
Financial Distress 
Financial distress or financial difficulties can 
often be interpreted in a phase close to 
bankruptcy, where this phase is characterized 
by uncertainty regarding the company's 
future profitability. In addition, financial 
difficulties are also defined as the stage of 
deterioration of the financial situation before 
bankruptcy (Nurdiansyah, 2021). 
 
Firm Size 
The size of a company refers to the 
classification of companies into specific 
categories, such as large or small companies. 
The size of a company can often reflect the 
size of the company. Factors that can 
determine whether a company is large or 
small include total assets, average sales, and 
total sales (Irawan, 2019). 

 

Hypothesis Development 
The Influence of Intellectual Capital on 
Earning Management. 

Companies with high intellectual 
capital focus on creating long-term value 
rather than having to manage short-term 
profits. This is related to the concept of a 
resource-based view, where the company will 
achieve a competitive advantage when the 
company manages the company's resources, 
especially intangible, namely intellectual 
capital well to get optimal results, so that it 
will have a positive effect on the quality of 
profits and reduce profit management 
behavior. This hypothesis is in line with 
previous research conducted by (Andriani & 
Arsjah, 2022; Hapsari et al., 2022; E. G. Sari & 
Murtanto, 2023) which states that  intellectual 
capital has a negative effect on earning 

management 
H1: Intellectual capital has a negative effect 
on earnings management 
 
Influence Financial Stability Against 
Earning Management 

When financial stability experiences 
problems, management will try to improve 
and maintain financial conditions so that they 
still look good. This condition can put 
pressure on management to do various ways 
including profit management. This is 
supported by research (Ferdini et al., 2020; 
Rianto & Rina, 2021) who found that financial 
stability has a positive effect on earning 
management 
H2: Financial stability has a positive effect on 
revenue management 
 
The Impact of Financial Distress on 
Earnings Management 

Companies that experience financial 
distress will be very difficult to be able to 
fulfill their obligations or pay company fees 
and losses during the company's operational 
process which will later experience 
bankruptcy for a long time. The manager will 
carry out profit management to maintain the 
company's financial performance so as not to 
lose investors. The results of the study 
(Chairunesia et al., 2018; Krisnando & 
Damayanti, 2021; Mustika et al., 2020; 
Santosa & Rasyid, 2022; Sihombing & Nurul 
Izzah, 2022) found that financial distress has 
a positive effect on earning management 
H3: Financial distress has a positive effect on 
earnings management 
 
The Effect of Firm Size on Earning 
Management 

Large companies will be more noticed 
by the public, large companies have large 
investors, so they get pressure to present 
credible financial reports. The larger the 
company, the less motivation to do profit 
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management. This statement is supported by 
research (Anindya & Yuyetta, 2020; 
Paramitha & Idayati, 2020; Wulan Astriah et 
al., 2021) 
H4: Firm size has a negative effect on 
earnings management 
  
METHODOLOGY 
Types and Sources of Research Data 

The type of data used in this study is 
secondary data, namely data provided by 
other parties and does not come from direct 
sources. The data obtained is in the form of 
financial statements  of basic materials 
companies  published by the Indonesia Stock 
Exchange (IDX) for 2012 – 2022. The 
population used in this study is all basic 
materials companies  listed on the Jakarta 
Stock Exchange (IDX). Sampling was carried 
out by a random sampling method. The 
population is 98 and those who meet the 
criteria are 31 companies. 
 
Research Analysis Methods and 
Hypotheses 

This study uses a panel data regression 
test. There are 3 (three) possible models used 
to estimate model parameters with panel 
data, namely Common effect Model (CEM), 
Fixed effect Model (FEM-Covariance Model) 
and Random effect Model (REM). The model 
selection test is used to determine one best 
model among three regression models, 
namely the Common effect Model, the Fixed 
effect Model and  the Random effect Model, 
the test includes the Chow test, the Hausman 
test and the Lagrange Multiplier test. To test 
the hypothesis, the study used the 
determination coefficient test and the t-test. 
 
 
 
 

Measurement 
Intellectual capital (X1) 
Measurement of Intellectual Capital is 
measured using  the Pulic formula (1998) 
First stage: looking for Value Added (VA)  

VA=OUT - IN  
Information:  
VA​ : Value Added 
OUT​ : Output (total sales and other 

revenues)  
IN​ : Input (sales expenses and other 

expenses other than employee 
expenses) 

 
Second stage: calculating Value Added 
Capital Employed (VACA)  

VACA=VA/CE  
Information:  
VACA​ : Value Added Capital Employed  
VA​ : Value Added 
CE​ : Capital Employed (available funds; 

equity) 
 
Third stage: calculating Value Added Human 
capital (VAHU)  

VAHU=VA/HC 
Information:  
VAHU​: Value Added Human capital  
VA​ : Value Added 
HC​ : Human capital (employee expenses) 
 
Fourth stage: calculating Structural Capital 
Value Added (STVA)  

STVA=SC/VA 
Information:  
STVA​ : Structural Capital Value Added  
SC​ : Structural Capital (VA – HC) 
VA​ : Value Added 
 
Fifth stage: calculate the Value Added 
Intellectual Coefficient (VAIC)™ from the 
three coefficients above. 

VAIC^TM=VACA + VAHU + STVA 
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Financial stability (X2) 
Financial Stability measurement is measured 
using the formula Skousen et al., (2009) 
 
ACHANGE = (total asset.t- total 
asset.t-1)/(total asset.t-1) 
 
Financial Distress (X3) 
Measurement of financial distress using the 
Zmijewski formula (1984) 
X = -4,3 – 4,5X1 + 5,7X2 –0,004X3 
Where: 
X1 = Net income/total assest 
X2 = Total liabilities/total asset 
X3 = Current assets/current liabilities 
 
Firm size  (X4) 
SIZE = Ln (Total Asset) 
 
Earning management (Y)  
The measurement of earning management 
was measured using the formula Dechow et 
al., (1995). 
Jones Modified Model: 
1.​ Calculate the total accrual (TAC), which 

is the net profit in year t minus the 
operating cash flow in year t, with the 
following formula:  

TAit = NIit – CFOs 
2.​ Furthermore, the total accrual (TAC) is 

estimated with the Ordinary Least 
Square (OLS) to obtain the regression 
coefficient as follows: 

 
3.​ With the regression coefficient in the 

formula above, the Non-Discretionary 
Accrual (NDA) is determined by the 
following formula:  

 
 
4.​ Discretionary Accruals (DA) as a 

measure of profit management are 
defined as follows:  

 
Information: 
DAit​ : Discretionary Accruals of the 
company in the period of year t, NDA-I: 
Nondiscretionary Accruals of the company in 
the period of year t, Tait: Total accruals of the 
company in the period of year t, NI it: Net 
profit of the company in the period of year t, 
CFO it: Cash flow of operating activities of 
the company in the period of t, Ait-1: Total 
assets company i in the period of year t-1, 
Rev it : Company income i in year t minus 
company income i in Year t-1, PPE it : 
∆Property, Factory, and Equipment Company 
i in year t, Rec it∆​ : Company receivables 
in year t minus company income i in year t-1, 
: Parameters obtained from the regression 
equation,  β1,β2,β3ɛ  : Error 
 
RESULTS AND DISCUSSION 

Tabel 1. Descriptif 

 
Sumber : Output Eviews9 (2024) 
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Selection of the Best Panel Data Model 
Chow Test 
The criteria for making Chow test decisions 
are as follows:  
1.​ If the probability (Prob) on Cross Section 

F < 0.05 then a better model is Fixed 
effect. 

2.​ If the probability (Prob) on Cross Section 
F > 0.05 then a better model is Common 
effect 

Table 2. Chow Test 

Effects Test Statistic   d.f.  Prob.  

          
Cross-section F 28.716434 (30,303) 0.0000 

Cross-section Chi-square 455.052200 30 0.0000 
          

Sumber : Output Eviews9 (2024) 
 
Based on the results of the Chow Test 

using Eviews9, it is stated that  the 
probability value of Cross Section F is 0.00 
which is less than the significance level value 
(α= 0.05). This means that the best model 
used is the Fixed Effect Model (FEM). 
Therefore, the Hausman Test is needed in 
order to choose the best model between the 
Fixed Effect Model and the Random Effect 
Model. 

 
Hausman Test 

The criteria for making decisions on the 
Hausman test are as follows: 
1.​ If the Probability (Prob) < 0.05 then a 

better model is Fixed effect 
2.​ If the Probability (Prob) > 0.05 then a 

better model is Random effect 
 

Table 5. Hausman Test 
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob. 
Cross-section 
random 4.617486 4 0.3288 

Sumber : Output Eviews9 (2023) 
 
 

Based on the results of the Hausman 
Test, the probability value  is 0.33 where this 
result is more than the significance level 
value (α= 0.05). In this case, it means that the 
best model used is  the Random Effect Model 
(REM). Therefore, a Langrange Multiplier 
Test is needed  in order to choose the best 
model between the Common Effect Model 
and the Random Effect Model. 
 
Lagrange Multiplier Test 

The decision-making criteria for the 
Lagrange Multiplier test are as follows: 

1.​ If the Significance on Both < 0.05 then 
a better model is the Random effect 

2.​ If the Significance on Both > 0.05 then 
a better model is Common effect 

 
Based on the results of the Langrange 

Multiplier Test, the significance value on 
Both is 0.00 where this result is less than the 
significance level value (α= 0.05). In this 
case, it means that the best model used is  
the Random Effect Model (REM). 

 
Multiple Regression Analysis 

Table 4. Regresi Data Panel Analysis 

 
The results of panel data regression 

estimation using the Random Effect Model 
(REM) show the results of testing with panel 
data regression, so from these results the 
following model equation is obtained. 
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EM = 0,28 – 0,00056*IC + 0,047*FS  + 
0.0000317*FD – 0,014*Size + ɛ 
 
Coefficient of Determination Test 

Table 8. Coefficient of Determination Test 
R-squared 0.007762     Mean dependent var -0.017107 
Adjusted 
R-squared -0.004157     S.D. dependent var 0.116817 
S.E. of 
regression 0.117019     Sum squared resid 4.559896 
F-statistic 0.651241     Durbin-Watson stat 1.790092 
Prob(F-stati
stic) 0.626362       

 
R-Squared shows a value of 0.007762 

which means that 0.78% of the variables 
Intellectual capital, Financial stability, 
Financial distress and Firm size can explain 
the Earning management variable. 

 
Partial Test (T-Test) 

Table 9. Partial Test (T-Test) 
Variable Coefficient Std. Error t-Statistic Prob.   

C 0.287898 0.424015 0.678980 0.4976 
IC -0.000575 0.001373 -0.418445 0.6759 
FS 0.046779 0.032944 1.419965 0.1566 
FD 3.17E-05 0.005073 0.006245 0.9950 

SIZE -0.013741 0.015123 -0.908641 0.3642 
IC = Intellectual capital, FS = Financial stability, FD = 
Financial Distress, SIZE = Firm size  
Sumber : Output Eviews9 (2023) 

 
The results of the test using the Random 

Effect Model (REM) can be concluded as 
follows: 
1.​ Intellectual capital with a probability 

value of 0.6759/2 = 0.33795 > 0.05, can 
be interpreted that  the Intellectual 
capital variable  has a negative effect 
and is statistically insignificant on 
Earning management. 

2.​ Financial stability with a probability 
value of 0.1566/2 = 0.0783 > 0.05, can be 
interpreted that  the Financial stability  
variable has a positive effect and is 
statistically insignificant to Earning 
management. 

3.​ Financial distress with a probability 
value of 0.9950/2 = 0.49751 > 0.05, can 
be interpreted that the Financial distress  
variable has a positive effect and is 
statistically insignificant to Earning 
management. 

4.​ Firm size with a probability value of 
0.3642/2 = 0.1821 > 0.05, can be 
interpreted that  the Firm size  variable 
has a negative effect and is statistically 
insignificant to Earning management. 
 

DISCUSSION 
Intellectual capital on earnings 
management 

Based on partial testing (t-test) using  
the Random Effect Model (REM) test, it 
shows a coefficient of -0.000575 with a 
probability of 0.6759 because this study uses 
the one tail hypothesis  , the probability 
value divided by 2 (two) 0.6759/2 = 0.33795 
is greater than the significance level at the 
level of α = 5% (0.05). From the statistical 
results, it can be stated that hypothesis one 
(H1) is accepted and it can be concluded that  
the Intellectual capital variable  has a 
negative effect and is statistically 
insignificant to Earning management. Where 
this explains that the higher the intellectual 
capital consisting of 3 (three) main 
components, namely Human Capital, 
Structural Capital, and Relational Capital 
owned by the company, the less likely the 
company is to practice profit management. 
This finding is contrary to the findings 
(Kalbuana et al., 2020) which examined 
transportation companies, and on 
state-owned companies researched by 
(Ramadani et al., 2022), as well as research 
(P. P. Sari & Astika, 2021) which researched 
non-financial state-owned companies  , 
where from the results of their research they 
found that Intellectual Capital has a positive 
effect on Earning management. 
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While the findings in this study are in 
line with  (Andriani & Arsjah, 2022) which 
researched manufacturing and banking 
companies, and also in the research (E. G. 
Sari & Murtanto, 2023) which researched all 
banking companies, from the results of their 
research stated that Intellectual Capital has a 
negative effect on Earning management. 

 
Financial stability on earnings 
management 

Based on partial testing (t-test) using  
the Random Effect Model (REM) test, it 
shows a coefficient  of 0.046779 with a 
probability of 0.1566/2 = 0.0783 greater than 
the significance level of α = 5% (0.05). From 
the statistical results, it can be stated that 
hypothesis two (H2) is accepted and it can be 
concluded that  the variable of financial 
distress has a positive effect and is 
statistically insignificant to Earning 
management. 

Total assets that have increased can be 
caused by increased sales which make 
revenue also increase, of course it can also 
make net profit increase. Management 
efforts in managing receivables well will also 
have an impact on increasing receivables. 
Financial stability, which is one of the 
components of pressure in the fraud triangle, 
can be explained that because of the pressure 
to maintain financial stability properly, 
managers take the risk of practicing profit 
management on the company's assets so that 
the company's financial condition looks 
stable. Financial stability pressures arise for 
several reasons, including achieving 
performance targets and maintaining 
company value. 

This research is in line with the findings 
(Ferdini et al., 2020) which state that 
financial stability has a positive effect on 
earning management, where the study 

examines companies  in the 
consumer-non-cyclical sector with. However, 
unlike the findings (Rianto & Rina, 2021) 
that researched mining companies, where 
they found that financial stability had a 
negative effect on earnings management. 
 
Financial distress on earning management 

Based on partial testing (t-test) using the 
Random Effect Model (REM) test, it shows a 
coefficient of 0.0000317 with a probability of 
0.9950/2 = 0.49751 greater than the 
significance level of α = 5% (0.05) From the 
statistical results, it can be stated that 
hypothesis three (H3) is accepted and it can 
be concluded that  the financial distress  
variable has a positive effect and is 
statistically insignificant on Earning 
management. 

From the coefficient and probability 
values above, it can be concluded that basic 
materials companies  that experience 
financial distress or financial difficulties are 
difficult to be able to fulfill their obligations 
or pay company costs and losses during the 
company's operational process which will 
later experience bankruptcy for a long time. 
As the party responsible for the continuity of 
the company, the manager certainly tries to 
maintain the company's financial 
performance when experiencing financial 
difficulties so as not to lose investors, namely 
by conducting profit management to 
maintain the trust of shareholders. 

These results are in line with the 
findings (Chairunesia et al., 2018) which 
examined Indonesian companies included in  
the  ASEAN corporate governance scorecard, 
(Damayanti & Kawedar, 2018) conducted 
research on all companies listed on the IDX, 
(Krisnando & Damayanti, 2021) which 
researched real estate and property  
companies listed on the IDX, (Mustika et al., 
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2020) which researches mining companies, 
(Santosa & Rasyid, 2022) which researches 
manufacturing sector companies in the basic 
industry and chemicals  subsector and 
(Sihombing & Nurul Izzah, 2022). From the 
findings they obtained, financial distress has 
a positive effect on earnings management, 
where in a situation of financial difficulties,  
basic materials companies  that are unable to 
pay their debts on time and face the risk of 
bankruptcy, then the opportunity to practice 
profit management will be open. In contrast 
to the findings (Irawan & Apriwenni, 2021; 
Nurdiansyah, 2021; Tannaya & Lasdi, 2021; 
Tsaqif & Agustiningsih, 2021) which found 
that financial distress has a negative effect on 
earning management. 

 
Firm size on earning management 

Based on partial testing (t-test) using the 
Random Effect Model (REM) test, it shows a 
coefficient of -0.013741 with a probability of 
0.3642/2 = 0.1821 greater than the 
significance level at the level of α = 5% (0.05). 
From the statistical results, it can be stated 
that hypothesis one (H4) is accepted and it 
can be concluded that  the Firm size  variable  
has a negative effect and is statistically 
insignificant to Earning management. 

This happens because the larger the size 
of a company, the more attention is paid to 
the public, large companies have large 
investors so they get pressure to present 
credible financial statements. The larger the 
company, the less motivation to do profit 
management. Because the larger the 
company, the more profit management is not 
guaranteed. Strict supervision will limit 
managers in conducting profit management, 
because there is a possibility that it is easily 
detected by the government and outsiders. 

This is similar to the findings (Irawan, 
2019) which researched manufacturing 
companies, (Karina & Sutarti, 2021) who 
researched bank companies, (Priharta et al., 

2018) researched companies that participated 
in  the corporate governance perception 
index (CGPI) program, (Santi & Wardani, 
2018) who researched companies in the food 
and beverage subsector, (Yanti & Ery 
Setiawan, 2019) who researched 
manufacturing companies, from the results 
of the research they conducted, they found 
that Firm Size had a negative effect on 
Earning management, but it was contrary to 
the findings (Citra et al., 2021; Paramitha & 
Idayati, 2020; Prima Agustia & Suryani, 
2018; Wulan Astriah et al., 2021) who stated 
that firm size  has a positive effect on 
Earning management  

 
CONCLUSION  
1.​ Intellectual capital has a negative and 

statistically insignificant effect on 
earning management.  

2.​ Financial stability has a positive and 
statistically insignificant effect on 
earnings management.  

3.​ Financial distress has a positive and 
statistically insignificant effect on 
earnings management.  

4.​ Firm size has a negative effect and is 
statistically insignificant to earnings 
management.  
 

SUGGESTION 
1.​ Researchers can then consider other 

variables that have the potential to affect 
profit management such as audit quality, 
size of the board of directors, debt level 
and corporate governance. 

2.​ Compare the basic materials sector  with 
other sectors such as the technology or 
transportation sectors, to find out 
whether these variables have a negative 
or positive effect on profit management 
between these sectors. 

3.​ Researchers can then make moderation 
variables and mediation variables from 
the relationship between Intellectual 
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Capital, Financial Stability, Financial 
Distress and Firm Size, which has a role 
as moderation and mediation. 
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