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ABSTRACT

This research aims to explore and provide empirical evidence regarding the influence of asymmetric
information, board of commissioners size, and the presence of independent board members on
earnings management in real estate and related companies listed on the Indonesian Stock Exchange
from 2020 to 2022. Managerial ownership is introduced as a moderating variable in this investigation.
Utilizing Structural Equation Modeling - Partial Least Square (SEM-PLS) for data analysis, the study
revealed that asymmetric information, board of commissioners size, and independent board
members did not significantly impact earnings management. However, when considering
managerial ownership as a moderating factor, the presence of independent board members
exhibited an influence on earnings management. This highlights the intricate relationship between
corporate governance factors, specifically the board composition, and earnings management, with
managerial ownership playing a moderating role. These findings provide valuable insights for
stakeholders and policymakers, offering a nuanced understanding of corporate dynamics within the
Indonesian real estate and related sectors.
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RESEARCH HIGHLIGHTS

Significance of Profit in Corporate Success: Profitability serves as a critical determinant of a
company's success, influencing managerial decisions and business continuity. The
imperative to showcase profits in financial statements underscores its pivotal role in
decision-making and performance evaluation{Anggraeni & Noviyanti, 2022).

Earnings Management in Indonesian Context: The study delves into the intriguing realm
of earnings management, particularly pertinent in the Indonesian context with notable
cases involving companies like PT Waskita Karya and PT Wijaya Karya. These cases
underscore the urgency of understanding the causes and technigques behind earnings
management.

Diverse Factors Impacting Earnings Management: Research findings challenge existing
hypotheses regarding the impact of asymmetric information, board size, and
independence of commissioners on earnings management in property and real estate
companies. Notably, even though according to Candra et al,, (2021} and Minarti & Syahzuni,
(2022) information asymmetry and board composition exist, they may not strongly drive
earnings management practices.

Managerial Ownership as a Moderating Factor: The study introduces managerial
ownership as novel moderating variable. While it does not significantly impact asymmetric
information and board size, it demonstrates a significant moderating effect on the
relationship between independent commissioners and earnings management. This
suggests that managerial ownership influences the actions of independent commissioners
in Mmanaging earnings, highlighting the interplay of personal interests in financial
performance improvement(Nurleni et al., 2018).
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Research Objectives

The research aims to explore the significance of profit as a determinant of corporate
success and its pivotal role in decision-making for business continuity. With a focus on
earnings management, particularly evident in recent cases involving Indonesian
companies like PT Waskita Karya and PT Wijaya Karya, the study seeks to uncover the
causes and techniques behind such practices.

Objectives include investigating the impact of asymmetry information, board size, and
commissioners' independence on earnings management. By examining contrasting
findings in existing studies, the research aims to clarify these factors' roles in shaping
financial reporting decisions.

A distinctive contribution lies in introducing the managerial ownership variable as a
moderating factor. The objective is to understand its influence on the relationship between
various indicators and earnings management practices, providing insights into the
nuanced interplay of corporate governance structures and managerial ownership.

In summary, the research objectives encompass a comprehensive examination of profit's
significance, the intricacies of earnings management, and the impact of diverse indicators,
within the context of Indonesian companies, all while considering managerial ownership
as a moderating influence.

Methodology

This research uses a quantitative approach. The population of this study consists of
companies in the property and real estate companies are listed on the IDX. Information
(financial statement and company annual reports) was obtained from the official website
of the Indonesia Stock Exchange (https://www.idx.co.id), and several reports obtained from
the company's official website. To determine the sample in this study, we used purposive
sampling technique.

Regarding data analysis, this study uses the PLS-SEM method with the help of the
smartPLS v3.0 application. The testing stages are outer model test (reliability and validity)
and inner model test.

Results

The structural model analysis involves checking collinearity, path analysis, and hypothesis
testing(Hair et al,, 2020). The results indicate no significant multicollinearity issues in the
model. However, hypotheses testing reveals that asymmetric information, the size of the
board of commissioners, and the independence of commissioners do not significantly
impact earnings management in property and real estate companies.

Furthermore, the moderating effect of managerial ownership is found to be inconclusive
for asymmetric information and the size of the board of commissioners. However, in the
case of independent commissioners, managerial ownership significantly influences
earnings management. The R-squared value of 27.5% suggests a moderate predictive
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power of the model, while the Q-squared value of 0.152 indicates a relatively low predictive
value.

In conclusion, the research provides nuanced insights into the dynamics of earnings
management in the real estate and property sector, shedding light on the impact of various
factors and the moderating role of managerial ownership.

Findings

The findings of the research present a comprehensive analysis of earnings management
practices in property and real estate companies, focusing on asymmetric information, the
size of the board of commissioners, and the independence of commissioners. The
descriptive statistics reveal that, on average, companies in this sector engage in earnings
management of 0.3% on their financial statements.

The measurement model analysis ensures the reliability and validity of the data, with outer
loading values indicating a well-constructed model. The validity and dependability tests,
including Cronbach's alpha and composite reliability, affirm the reliability of the data used
in the study. Discriminant testing confirms the absence of collinearity issues between
independent variables.
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