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Abstract—This study aims to determine the effect of Partial Earnings Management on Company Value. Using a sample of 85 in the 5 periods of 2014-2018 mining companies, this study found the effect of earnings management on negative company values significantly identified earnings management practices in mining companies that were opportunistic. The profitability control variable has no effect, leverage has no effect, while the size of the company affects the firm's value.
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Introduction

 According to the Capital Market Law No. 8 of 1995, the capital market is an activity concerned with public offerings, securities trading, public companies related to securities issued, and institutions and professions related to securities. The capital market financial function is a place to provide the funds needed by other parties without having to be directly involved in the company's operations [9](Suresh: 2013). Public companies are an option that many companies consider to increase their capital. This option was taken because it has advantages, including funds to be obtained available in large quantities, independent of collateral owned by the company, the cost of going public is cheaper than other funding options such as borrowing funds through banks. The main condition desired by investors to be willing to channel their funds through the capital market is a feeling of security of investment and the level of return that will be obtained from investment. This was obtained because investors obtained clear, reasonable and timely information as a basis for making investment decisions. Jensen and Meckling (1976: 5) see contracts between shareholders and managers as an agency relationship, where shareholders are principals who give authority to managers as agents to manage the company on behalf of shareholders.

[8]Scott (2015: 382) says the importance of information about earnings makes management take actions that aim to benefit themselves and ultimately can harm users of financialstatements. Management actions are motivated to get bonuses or rewards.

Management actions are motivated. So that in this case management will take actions that will lead to benefits for his personal interests and detrimental to other parties. Management actions are motivated. So that in this case management will take actions that will lead to benefits for his personal interests and detrimental to other parties. Motivation of management practices is opportunistic behavior. [5]Jiraporn et al (2008) in Utsman et al (2016) on the other hand explained that earnings management does not occur in companies with discovery of a negative relationship between earnings management and agency cost.

Management actions are motivated. So that in this case management will take actions that will lead to benefits for his personal interests and detrimental to other parties. Motivation of management practices is opportunistic behavior. [5]Jiraporn et al (2008) in Utsman et al (2016) on the other hand explained that earnings management does not occur in companies with large size and with high agency costs. This was revealed by the discovery of a negative relationship between earnings management and agency cost.

Earnings management also occurs because of asymmetric information between the manager as the agent and the owner of the company as the principal. In this case the manager has more in-depth information about the company than the owner. In the sense of earnings management conducted by the company is intended as a signal or information about the company's actual prospects. An information is considered informative if the information is able to change the confidence of decision makers. Based on these two views, it can be concluded that there are two conflicting views in the assessment of earnings management
Company value is investors' perception of the level of success of a company that is often associated with stock prices. High stock prices make the value of the company also high and increase market confidence not only in the company's current performance but also in the company's prospects in the future. The value of the company is important because it reflects the company's performance which can affect investors' perceptions of the company. Firm value is measured by Tobins' Q ratio which is the ratio between the market value of physical assets and their replacement value (Utsman et al, 2016).
Based on research conducted by [2]Allayannis and Weston
large size and with high agency costs. This was revealed by the (2001) there are other factors that affect a company's value including: leverage, firm size and research will treat the factor mentioned above as control variables. This research was conducted in the mining sector due to seeing the phenomenon of coal price movements in the last 10 years and the problem loans of mining sector companies during the 2014-2017 period. This triggers allegations that there were earnings Management practices carried out by companies inthe mining sector during this research period. 
A.  Literature Review

1) Earning Management

Earnings management can be defined as an action taken through the selection of accounting policies to obtain certain objectives for example to increase the value of the company or for the personal benefit of company management [8](Scott: 2015: 383). Meanwhile, according to [3]Belkaoui (2007: 74) earnings management is an ability to manipulate the choices available and take the right choices to be able to achieve the desired level of profit. Earnings management techniques according to Muliati (2011) in [7]Partami (2015) can be done with three techniques including:

1. Take advantage of opportunities to make estimates
The way management affects earnings through estimates of accounting estimates includes estimates of the level of uncollectible accounts, estimated costs of guarantees, amortization of intangible assets and others.

2. Change the accounting method

Changes in the accounting method used to record a transaction, for example: changing the depreciation of the year number to the straight-line method.
3. Shift costs or income
Examples of engineering costs or revenue periods include: Speed up or postpone promotional expenses until the next period, delay or accelerate customer products, regulate when sales of fixed assets are not used. 
2) earnings management measurement

Research related to earnings management detection methods, among others, was carried out by [4]Dechow et al., (1995) who evaluated various alternative models for detecting earnings management based on accruals. Comparisons were made of the five models as follows:

1. Heavy Model (1985), Heavy testing for earnings management by comparing the average of total accruals (divided by the total assets of the previous period). Heavy considers non discretionary accruals unobservable.
2. De Angelo's (1986) model examines earnings management by calculating initial differences in total accruals and assuming that the first difference is expected to be zero, meaning there is no earnings management. This model uses total accruals of the last period (divided by total assets of the previous period) to measure non discretionary accruals 
3. Model Jones (1991) proposes a model that rejects the assumption that non discretionary accruals are constant. This model tries to control the effect of changes in the company's economic conditions on non discretionary accruals.
4. Modified Jones Model (1995) This model was created to eliminate the conjunction tendencies contained in the Jones Model.
5. The Industrial Model, [4]Dechow et al (1995) assumes that the determinant variations of non discretionary accruals are the same in the same type of industry.
3) Discretionary Accruals

Jones (1991) developed a earnings management model by dividing the company's total accruals into non discretionary accruals (reasonable accrual rates) and discretionary accruals (abnormal accrual rates). Discretionary accrual is a form of accrual policy that is not due to the needs of the company's conditions but is carried out by management to shift costs and revenues from one period to another so that certain management objectives are met. Discretionary accruals effective way to reduce earnings reporting, where they are difficult to detect and are used to manipulate accreditation policies related to accruals. Discretionary accruals are an accrual component within the management policy, meaning that managers provide their interventions in the financial reporting process. This level of abnormal accruals (discretionary accruals) is what the researchers calculate t determine whether the company practices earnings management or not.

The value of discretionary accruals (DA) to measure the level of earnings management is calculated using the modified [6]Jones model (Modified [6]Jones Model) in [4](Dechow et al., 1995). This model uses total accruals (TA) which are classified into components of discretionary accruals (DA) and non discretionary accruals (NDA). According to [6]Jones (1991) the steps to get the DA value which is then called the Modified [6]Jones Model are as follows:

Calculating the total accrual (TA) for period t can be expressed by the following equation: 
TAit   = NIit – CFOit
(1)

Information :

TAit
: Total company accrual i in period t

Niit
: Net income of the company i in period t   CFOit : The company's cash flow from operating

              activities i in period t

Next calculate the total accruals (TA) estimated by the Ordinary Least Square (OLS) regression equation, with the

following equation: 
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Information :

TAit
: Total company accrual i in period t Ait-1
: Total assets of company i in period t1

∆REVit : Changes in company income i between      period t and period t-1

PEEit : The value of the company's fixed assets i in period t

ε
: company term error i in period t 
a
: koefisien regresi

In the regression equation above NDA can be calculated by re-entering the coefficients 𝒂
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Information :
NDAit : non discretionary accrual company i in period t 
TAit-1
: Total assets of company i in period t-1

∆REVit: Changes in company income i between period t and period t-1

∆RECit:Changes in company receivables i between period t and period t-1

PPEit : The value of the company's fixed assets i in period t

𝒂
: koefisien regresi
Furthermore, the discretionary accrual (DA) can be calculated as follows:
RUMUS
Keterangan:
 DAit : company discretionary accrual i in period t 

TAit : Total company accrual i in period t

TAit-1: Total assets of company i in period t-1 NDAit : non discretionary accrual of company i in period t

4) Non Discretionary Accruals

Non discretionary accruals are accrual components outside of management policies or the recognition of reasonable accrual earnings which are subject to a generally accepted accounting standard or principle caused by the demands of the company's conditions and occur naturally in accordance with changes in company assets. Because non- discretionary accruals are reasonable accruals and if violated will affect the quality of financial statements, then non- discretionary accruals are not relevant in this study. For example: employee salary expenses, credit purchases and changes in LIFO patterns to FIFO.
5) Company Value

Firm value is more proxied by Tobin's Q in [7]Partami (2015), where this ratio is a valuable concept because it illustrates the state of financial market estimates of returns from incremental investments. If the q-ratio is above one, this shows that investment in assets generates profits that provide a higher value than investment expenses, this will stimulate new investment. If the q-ratio is below one, investing in assets is not attractive. So the q-ratio is a more precise measure of how effectively management utilizes economic resources in its power 
With the following formula:

𝐓𝐨𝐛𝐢𝐧’𝐬 𝐐 = (𝑀𝑉𝐸+𝐷𝐸𝐵𝑇)
(5)



     𝑇𝐴
Dimana:

Q
= Company Value

MVE = Market Value Of Equity 
DEBT= Book Value of total debt 
TA = Book Value Of Equity.
6) Control Variable 

a. Leverage

According to Kasmir (2014: 151), leverage is a ratio leverage is the ratio used to measure extent where the company's assets are financed by debt, meaning how much the debt burden borne by the company compared with its activities, or this ratio to measure ability the company to pay all of its obligations is good short term or long term. In fulfilling the company's operational and investment needs it is possible to use debt. However, debt will incur a fixed burden, namely interest. Interest expense. The company used it as a deduction taxable income to suppress and reduce tax expense. The types of ratios that exist in the leverage ratio among others:
Debt to Assets Ratio (DAR)

Debt to assets ratio is the ratio of debt used to measure the ratio between total debt with total assets. In other words, how much assets company financed by debt or how much debt the company has an effect on asset management
Debt to Equity Ratio (DER)
Debt to Equity Ratio is the ratio used to value debt with equity. This ratio is sought by comparing between all debts, including current debt with all equity. With formula as follows:
DER= Total of debt


(6)

        Total asset
b. Profitability
Profitability ratios are ratios to judge the ability of the company to seek profits. Ratio it also provides a measure of the level of management effectiveness a company. This is indicated by profit generated from sales and investment income. [10]Soemarso (2009: 446) profitability ratio analysis is the final result of various decisions and policies implemented company.

Kasmir (2014: 201) states that ROA is a ratio which shows the results of the amount of assets used in the company. Additionally ROA provides a measure of that better for the company's profitability because it shows management effectiveness in using assets to earn income.
𝑅𝑂𝐴 = 𝑁𝑒𝑡 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

(7)


𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡
c. Size
Company size is a scale where it can classified large and small companies with various ways, including: total assets, log size, sales, and market capitalization. A bigger company where the shares are very wide spread would be bolder issuing new shares to meet their needs to finance its sales growth compared smaller company. So the bigger the size company, the tendency to use external funds also getting bigger. This is due to large companies has a large funding requirement and one alternative fulfillment of funds is to use funds externally namely by using debt. So the greater the size of the company the tendency to use bigger debt to make ends meet the funds are from small companies [1](Agustia, 2013).
𝑆𝑖𝑧𝑒 = 𝐿𝑛 (𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡)
(8)
METHOD

A. Population and Sample

The population used in this study is all mining companies listed on the Exchange Indonesian effect. Sampling in this study done using purposive sampling method The criteria for researchers in taking samples in This research is as follows:

a. The sample company is a mining company registered on the issuing Indonesia Stock Exchange audited financial statements and annual reports for period ending 31 December for the period 2014- 2018.
b. The company contained the entire data needed in research
c. Companies that record profits during the period 2014-2018 research.
Table 2.1
Distribution of Research Samples

Based on the purposive sampling method , the distribution is obtained Samples as follows:
	No.
	Criteria
	No Company

	1
	Mining companies contained on the Indonesia Stock Exchange
	41

	2
	The mining company is losing money during the period 2014 - 2018
	24

	
	
Number of company samples
	17

	
	Year of Observation
	5

	
	Number of Observations during 2014 - 2018
	85


Sources; The data is processed by researchers 
B. Data Analysis Method

Data analysis techniques used in this study using quantitative analysis with calculation techniques statistics. Data analysis techniques include descriptive statistics, test classic assumptions which include tests of normality, heteroscedasticity, autocorrelation, and   multicollinearity aims to check the accuracy of the model so that it is not biased and efficient, model test, panel data regression analysis, and test hypothesis. Analysis of the data obtained in this study will use a statistical data processing program known as Software Eviews Version 10. Which method used are as follows:

a. Multicollinearity Test

Multicollinearity test aims to test whether in the regression model found a correlation high or perfect between independent variables. Test multicollinearity between variables can be identified by using the correlation value between variables independent. The model is declared to be free of multicollinearity if the VIF value <10.Least Square (OLS)
b. Durbin-Watson Autocorrelation Test and Autocorrelation Test Cross-section
c. Cross-section Heteroscedasticity Test and Test Heteroscedasticity Period
d. Uji Hausman – Test

[image: image1.png]


Hausman test is a statistical test to choose whether using the fixed effect or random effect model. The Hausman test is based on the idea that least square dummy variables in the fixed effect method and Generalized least square is efficient whereas Common effect methods are inefficient, on the other hand alternatively efficient and common effects methods generalized least square is inefficient.

e. Test of Significance

Test the significance model using three models fixed effect in order to produce the best estimate.

ANALYSIS AND DISCUSSION
A. Descriptive Statistics Analysis

In this research, descriptive statistics are used for know the description of the sample company research variables during the study period and the results are presented in the table below..
TABLE 3.1
DESCRIPTIVE STATISTICS

[image: image3]
In the Tobin'Q variable by looking at the average number of 1.139 with a standard deviation of 0.648. Score minimum of 0.1945 owned by PT. Golden Energy Mines Tbk in 2015 and the highest value of 3,428 owned by PT. Golden Energy Mines Tbk 2016. Score the standard deviation of Q is smaller than the average value on average, this shows the value of the company is quite large between company with one another.

Earnings management variables which are proxied by DA by using total accruals. The average value of the variable DA of 0,000 with a standard deviation of 0.11716. The lowest value on the DA variable of -0.224 is owned by PT. Bukit Asam Coal Mine in 2018, while the value the highest of 0.398 PT.Surya Esa
Perkasa Tbk in 2016. The standard deviation of the DA variable is almost the same as the value on average this means that the DA variable is all over company samples do not have large variations
TABEL 3.2
VARIANCE INFLATION FACTORS

Based on the table above, shows the VIF value of each each below 10, thus that between the independent variable does not occur multicollinearity.

B. Correlation Test

The autocorrelation test aims to tes whether it is deep linear regression model there is a correlation between confounding errors in certain periods with errors in periods previous. If there is a correlation, then there is a problem autocorrelation. Regression model that is done with use test. Durbin Watson. The following is a test autocorrelation in the table below.

TABLE 3.3

Hasil Uji Autokorelasi
du

DW

4du

1.746
1.8066

2.268
Based on the table above, the DW value is greater than du and 4-du is greater than DW, it can be concluded that it is not there is an autocorrelation problem in the model.

Cross correlation test aims to test whether in linear regression model there is a correlation between firm one with others. If there is a correlation then it is called there cross correlation problem. The following is a cross correlation test in the table below.
TABLE 3.4.

Hasil Uji Cross Korelasi

Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation) in residuals

Equation: PANEL_ORI Periods included: 5

Cross-sections included: 17 Total panel observations: 85

Note: non-zero cross-section means detected in data Cross-section means were removed during computation of correlations 

Based on the table above, the value of probability> 0.05, it can be concluded that no there is a problem of cross correlation between companies.

C. Heteroskedasticity Test

In this study the Heteroscedasticity Test was performed with the Cross-section Heteroskedasticity LR test, if the value prob chi- square> from 0.05 then there is no problem heteroscedasticity. Here are the results of the heteroscedasticity test in the table below:

Table 3.5

Heteroscedasticity-cross section Test Result
Panel Cross-section Heteroskedasticity LR Test
 
 Null hypothesis: Residuals are homoscedastic

Equation: PANEL_ORI

Specification: Q C DA DER ROA SIZE



Value
   df
Probability 

Likelihood ratio105.6522 17        0.0000

LR test summary:




Value

df
 

Restricted LogL
 -68.01138
80

Unrestricted LogL-
15.18526
80

Can be seen from the output above that the probability value 0.000<0.05, which means that the analysis data is in this research has a heteroscedasticity problem. However to see the results of testing other models used with the Panel Heteroskedasticity LR Test Period with the following results:

Tabel 3.6 Heteroscedasticity-Period Test Results

Panel Period Heteroskedasticity LR Test

Null hypothesis: Residuals are homoskedastic Equation: PANEL_ORI

Specification: Q C DA DER ROA SIZE


  

  Value
    df
Probability
Likelihood ratio 27.08434
     17
0.0568


LR test summary:

   


 Value

df


Restricted LogL
-68.01138
80

Unrestricted LogL
-54.46921
80


Can be seen from the output above that the probability value 0.0568> 0.05 and have different values with the Test Cross- section Heteroskedasticity LR test which means that Data were analyzed in this study based on Panel Period Heteroskedasticity LR test is no problem heteroscedasticity..

D. Hausman Test

To choose the right estimation method, in research this is used the Hausman test, if the output results are prob. value> 0.05, then the method chosen is Random Effect. However if Hausman test results indicate the value of prob. <0.05 then the method the more appropriate is the Fixed Effect.
Tabel 3.7.

Hausman Test Results Correlated Random Effects - Hausman Test Equation: PANEL_REM

Test cross-section random effects

 SHAPE  \* MERGEFORMAT 



 


Chi-Sq.  Chi-Sq.
Test Summary
Statistic d.f.
Prob.

Cross-section random
36.917
4
0.0000
From the Hausman Test results above the value of prob. Value of is equal to 0.0000 which means less than 0.05. Then from Test This Hausman's more appropriate method is the Fixed effect..

E. Uji Signifikansi
The next step is to do a significance test. Following is the output of panel data regression from the three FEM models (FEM 1, FEM 2, and FEM 3) the researchers used FEM 3 because the model has an adjusted R-squared the highest
Table 3.8 FEM 3 Test Result

eks to control ownership of a business entity 
Based on the results of panel data regression 
Based on these test results the results are as follows H1 : DA influences Tobin's Q

The significant value of DA's influence on Tobin's Q is equal to 0.0346 with a negative regression of -0.6237. By because the significant value of the effect of DA variables on Tobin's Q < 0.05, then the hypothesis is accepted. The results of this study indicate that earnings management is significant and negative on Company Value. This shows earnings management conducted by the company has a negative effect on value company..

Control Variable :

Leverage (DER) has no effect on Tobin’s Q

The significant value of the influence of DER on Tobin's Q is equal to 0.9902 with a negative regression of -0.0011. By because the significant value of the influence of the DER variable on Tobin's Q> 0,05, then the hypothesis is rejected. The results of this study shows that leverage has no effect on value Company.

ROA does not affect Tobin’s Q

The significant value of the effect of ROA on Tobin's Q is amounted to 0.1675 with a positive signed regression of 0.0112. Because of the significant value of the ROA variable influence against Tobin's Q> 0.05, the hypothesis is rejected. Results this research shows that profitability is not affect the value of the Company..

SIZE influences Tobin’s Q

The significant value of the effect of SIZE on Tobin's Q is of 0,000 with a negative regression of - 0.7697. Therefore the significant value influences the SIZE variable against Tobin's Q <0.05, the negative hypothesis and significant. The results of this study indicate that size the company affects the value of the Company..
Conclusion

Based on the results of research that has been done for analyze the effect of earnings management on value Companies in registered mining companies on the Indonesia Stock Exchange 2014-2018 period can be concluded as following:

1. Earnings management has a significant negative effect to the value of the company. This shows that earnings management practice is behavior opportunistic manager. Seems like the investor catches the oprotunist's behavior thus giving a negative response which causes the decline in the value of mining companies
2. Profitability has no effect on value company. This shows the higher the profit mining companies are not an attraction investors to invest their capital in the company mining.
3. Leverage has no effect on firm value. Thus increasing capital, the investor only need information about how company management utilizing total debt and total equity as company capital in improve company performance.
4. Size affects the value of the company with so the efficiency of the assets must be done if the management is ineffective and inefficient it will affect the value of mining companies.
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