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Relationship between earnings management and earnings
reaction coefficient

Abstract

Net profit reported in financial statements is one of the most important criteria for evaluating
the performance of companies, which is always used by a wide group of users of financial
statements. This reported profit can bring the reactions of the securities market and may be
manipulated by the management. This research was conducted with the aim of investigating
the relationship between profit management and profit reaction coefficient. This research is
of an analytical type that inductively investigates the relationship between variables by fitting
the regression relationship using cross-sectional data for each of the member companies of
the statistical sample. The research samples consist of 182 companies from 10 different
industries, which were selected from the companies admitted to the stock exchange during a
6-year period from 2018 to 2022. The research findings showed that there is a direct
relationship between profit management and profit reaction coefficient. In the sense that
companies that perform more profit management have a higher profit reaction coefficient.
Keywords

profit management, discretionary accruals, profit reaction coefficient.




