ABSTRACT

The purpose of this research is to examine theienfte of managerial
capability on earning management. This researclo adgamines the role of
corporate governance, comprising of the proportadnndependent commissioner
board, institutional ownership and managerial owstgp in moderating the
influence of managerial capabilities towards eaghmanagement.

This research uses secondary data of 42 manufacfurompanies that
are listed in Indonesian Stock Exchange and pubtisinnual report from 2009-
2011. This research measures managerial capalslitising Data Envelopment
Analysis (DEA). Earning management is measuredgusiodified Jones Model.
This research uses multiple linear regressionsest the effects of managerial
capabilities on earning management. It consistbaaf regression models (using
moderating variable: corporate governance; the pudmn of independent
commissioner board, institutional ownership and agarial ownership).

The result of this research shows that manageriapabilities are
significantly influence earning management. It atémws that the proportion of
independent commissioner board, institutional owhgr and managerial
ownership are unable to moderate the influence ahagement capabilities on
earning management.
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