ABSTRACT

The purpose of this study is to analyze the effect of accounting
conservatism and institutional ownership toward earnings management using
audit quality and executive compensations as the control variables. This study
replicates the research conducted by Lin et al. (2014). In contrast to the research
by Lin et al. (2014), this study used Real Profit Management as a proxy for
earnings management, and added Audit Quality and Executives Compensations as

control variables.

The population used in this study are 287 manufacture companies listed in
Indonesia Stock Exchange during 2015-2016. The sampling method used is
purposive sampling without replacement with documentation techniques. This
study examined the effect of accounting conservatism and institutional ownership
toward earnings management by descriptive statistical tests, classical

assumptions tests, and regression analysis.

The results of this study indicated that companies with high accounting
conservatism are able to limits earnings management practices. This study also
shows that companies with high proportion of institutional ownerships are able to
reduces the level of earnings management due to the great monitoring function by

institutional investors.
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