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Abstract

Purpose - This study examines Shariah firms' role in mitigating institutional ownership's
involvement in earnings management. Method - The sample uses a purposive sampling
method for firms listed on the IDX from 2015 to 2021. This study analyzes 2,238 firm-year
observations using multiple linear regression analysis, multigroup regression, and
independent t-tests. The results of this study support research that argues that institutional
ownership positively affects earnings management. This study also proves that Sharia firms
have lower earnings management than non-Sharia firms, but Sharia firms cannot mitigate the
involvement of institutional ownership in earnings management. Findings - These results
have practical implications for regulators and investors. For regulators, the findings highlight
the importance of developing policies that strengthen oversight of institutional investors to
minimize earnings manipulation. For investors, understanding the role of institutional
ownership in earnings management can aid in making informed investment decisions and
assessing financial statement reliability. Implications - Theoretical implications of this study
indicate that companies adhering to Sharia compliance norms can reduce agency problems.
Furthermore, these findings reinforce social norms and institutional theory, suggesting that
ethical and religious factors (Sharia compliance) serve as internal control mechanisms against
opportunistic managerial behavior.
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Introduction

Researchers agree that earnings management causes low-quality financial reports
because it will produce misinformation for investors and stakeholders. Previous studies have
shown that earnings management causes low-quality earnings (Farichah 2017; Beyer,
Guttman, and Marinovic 2019; Cug and Cugova 2021). If the quality of earnings is low,
financial reporting is also low (Hamour et al. 2024). Management is responsible for reporting
on the company's financial condition accurately and correctly. Capital market players rely on
reporting accuracy to make the right investment decisions (Davis and Garcia-Cestona 2023).
However, in reality, management tends to act in personal interests (Jensen and Meckling
1976), or get pressure from large shareholders so that they take profit management actions
(Jaggi and Tsui 2007; Zhong, Gribbin, and Zheng 2007).

Institutional ownership (I0) is generally a large and significant shareholder and
continues to increase as capital management increases (Berk and DeMarzo 2017; Davis and
Garcia-Cestona 2023). IO can control earnings management or vice versa with their resources
and incentives to protect their investments. On the Indonesia Stock Exchange, I0 controls
46.6% of outstanding shares (Simon 2024), making it a major player that is very influential in
corporate governance and decision-making. If corporate governance does not have an
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effective governance mechanism that regulates controlling shareholders, minorities and
creditors are challenging to secure (Wang 2020).

Several agency theory framework studies have produced two perspectives: alignment
and entrenchment (Shahzad et al. 2017; Lassoued, Attia, and Sassi 2018). From the alignment
perspective, large shareholders have strong incentives to monitor efficiently to protect
shareholders. In the study, large shareholders are proxied by institutional ownership. In the
context of earnings management, it has been empirically shown that institutional ownership
has a negative effect on earnings management (Umar and Hassan 2017; Potharla,
Bhattacharjee, and Iyer 2021; Cahyathi, Assih, and Sumtaky 2024). From an entrenchment
perspective, large shareholders influence management to protect their interests, thus creating
another agency conflict between the majority and the minority. Institutional ownership has a
positive relationship with earnings management (Emamgholipour et al. 2013; Bansal 2023;
Davis and Garcia-Cestona 2023). Recently, research on Sharia governance and earnings
management has gained attention. Firms operating under Sharia principles have been found
to exhibit better reporting quality and lower earnings management, as Sharia-compliant firms
emphasize honesty and transparency in business (Farooq and AbdelBari 2015; Can 2021;
Khaw, Al-Jaifi, and Zainudin 2023). Earnings management is considered dishonesty in
financial reporting, classified as unethical and even fraudulent behavior (Kassem 2012;
Abdullah 2013).

Referring to the entrenchment perspective, large shareholders influence management
to protect their interests, thus empirically showing that institutional ownership has a positive
relationship with earnings management. With Sharia governance's existence, institutional
ownership's positive influence on earnings management should be mitigated. There is a gap in
previous research between alignment and entrenchment perspectives, creating a critical
research gap that will be filled in this study. First, do companies managed according to Sharia
have better (lower) earnings management than non-Sharia firms? Second, can Sharia
governance mitigate the influence of institutional ownership on earnings management if it is
involved (positive influence)? The answer to this research question is hoped to be the novelty
of this study. Therefore, this study aims to fill this research gap by examining the role of
Sharia firms in moderating the relationship between institutional ownership and earnings
management. By doing so, this study provides new insights into how governance mechanisms
rooted in religious and ethical principles affect financial reporting practices. This study will
contribute to the corporate governance literature and offer practical implications for
regulators, investors, and policymakers seeking to enhance transparency and accountability
in financial markets.

Literature review

Agency theory

According to agency theory, managers are responsible for optimizing the owner's
profits and obtaining compensation according to the contract. However, differences in
interests caused managers not to always act in the owner's interests (Jensen and Meckling
1976). Earnings management arises due to the interests of managers in managing the
company (Kazemian and Sanusi 2015). However, this behavior is undesirable from the
principal's perspective, as managers are expected to operate in the owners' best interests
(Jian et al. 2024). This misalignment of interests leads to agency conflict, a core concept in
agency theory (Jensen and Meckling 1976). This conflict can be minimized by the presence of
large shareholders (Gillan and Starks 2003; Korkmaz, Ma, and Zhou 2017), because they can
control management actions with share ownership that gives them voting rights (Demiralp et
al. 2011; Reyna 2018).
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Social norm theory

Social norm theory was first introduced by Kohlberg (1984). This theory states that
individual behavior and attitudes are shaped by the social norms of the environment in which
they live or work (Elster 1989; Sunstein 1996). Religious social norms play an important role
in shaping corporate managers' values, culture, behavior, and attitudes (Davern et al. 2018).
In the context of this study, there is a relationship between the work environment built with
religious social norms (Sharia compliance) and the behavior of managers in carrying out
earnings management. Financial reporting fraud is smaller when a company has a strong
religious social norm environment (Grullon, Kanatas, and Weston 2010; Dyreng, Mayew, and
Williams 2012; McGuire, Omer, and Sharp 2012).

Institutional theory

Meyer and Rowan (1977) introduced the institutional theory, which states that
organizational structures are formed not only based on efficiency and economic rationality
but are also influenced by social, cultural, and regulatory environmental pressures that shape
their structures and practices. This theory explains how institutions (rules, norms, and social
practices) influence organizational and individual behavior. This theory is like the theory of
social norms, which is that social norms and practices greatly influence institutional
organization and individual behavior. Norms are the keywords that will limit individual
behavior so as not to deviate outside the agreed norms, thus forming organizational and
personal habits and behavior in making decisions (Hanlon, Yeung, and Zuo 2022).

Hypothesis Development

In agency theory, there is a conflict of interest between agents (managers) and
principals (owners) (Jensen and Meckling 1976). This conflict is often called the type I agency
problem in literature. The presence of large shareholders is considered capable of reducing
the conflict (Gillan and Starks 2003; Korkmaz, Ma, and Zhou 2017). The presence of large
shareholders, such as institutional ownership, can control and influence management so that
earnings manipulation behavior can be minimized (alignment perspective). They are an
effective control mechanism in financial reporting (Yeo et al. 2002). They can supervise
management that overstates so that the presence of 10 can increase the relevant value of
accounting information (Omran and Tahat 2020). Empirically, several studies have shown a
negative correlation between 10 and earnings management (Umar and Hassan 2017; Potharla,
Bhattacharjee, and Iyer 2021; M. |. Ali et al. 2024; Cahyathi, Assih, and Sumtaky 2024).

Conversely, when a company is under pressure, large shareholders pressure directors
to enhance performance and maintain stable earnings (Ely and Song 2000; Zhong, Gribbin,
and Zheng 2007). By having immense power, they intervene and encourage firm managers to
engage in earnings management to enhance their profits (Jaggi and Tsui 2007). Large
shareholders require higher returns on their investments and pose a threat of intervention to
the company's management (Zhong, Gribbin, and Zheng 2007). This pressure will encourage
management to manipulate earnings (entrenchment perspective) (Lassoued, Attia, and Sassi
2018). The involvement of large shareholders in earnings management is very detrimental to
minority shareholders. In the literature, a conflict arises between majority and minority
shareholders, which is called the type Il agency problem.

Increasing ownership indicates increasingly concentrated ownership. Concentrated
ownership occurs because legal protection for investors is weak (Porta et al. 1997; 2002).
How about in the context of research in Indonesia? Indonesia is a country with weak law
enforcement. One of the causes is the quality of law enforcers and low morality, so
professionalism is reduced (Harruma and Nailufar 2022). In 2024, Indonesia had a rule of law
index with a score of 0.53 and a score of 1 as the highest value. This score places Indonesia
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68th out of 142 countries (Kumalasanti 2024). When legal protection for investors is weak,
foreign investors are reluctant to enter, which causes ownership to be concentrated among
certain groups, such as families. On the other hand, family-controlled companies have higher
earnings management (Gadhoum 2021).

In East Asian countries, including Indonesia, more than two-thirds of companies are
controlled by a single shareholder (Claessens, Djankov, and Lang 2000). As a result, the
separation between management and controlling shareholders is rare, with 60% of top
management having a relationship with controlling shareholders. This condition has
implications for controlling shareholders' increasing ability and dominates management in
earnings management. Previous studies show that large shareholders or strong controllers
positively correlate with earnings management (Kim and Yoon 2008; Lail, Martin, and
Thomas 2013; Bao and Lewellyn 2017). Based on this explanation, the hypothesis proposed is
as follows:

H1: institutional ownership has a positive effect on earnings management.

According to the social norms theory, an individual's attitude and behavior are
influenced by the social environment in which he or she lives or works (Elster 1989; Sunstein
1996; Boahen and Mamatzakis 2015). Institutional theory also strengthens the idea that
organizational and individual behavior is greatly influenced by social rules, norms, and
practices (Meyer and Rowan 1977). In Indonesia, social norms are influenced mainly by
religious norms. When religious norms are applied in a company environment, it will form an
environment with social religiosity norms. Sharia compliance is a manifestation of
implementing religious norms in the company environment (Tawfik, Elmaasrawy, and
Hussainey 2025). This religious environment will influence and shape the ethical behavior of
individuals in the company (Moid 2016). The implication is that unethical behavior in
manipulation is also decreasing. Companies that implement Sharia principles have higher
earnings quality than conventional companies. This study's findings support the view that
Sharia firms present more reliable earnings reports to attract foreign investment, have
greater demand for high-quality financial reporting due to their Sharia status, and are under
stricter supervision from regulators and institutional investors (Ismail, Kamarudin, and
Sarman 2015).

Several researchers have examined the relationship between Sharia firms and earnings
management behavior. Farooq and AbdelBari (2015) claim that Sharia-compliant firms have
lower earnings management because they have financial reporting characteristics such as low
cash, receivables, and leverage. Can (2020) revealed differences in the behavior of financial
reporting quality of Sharia-compliant and non-compliant firms, where Sharia-compliant firms
improve reporting quality by reducing discretionary accruals and audit aggressiveness. Khaw,
Al-Jaifi, and Zainudin (2023) found that Sharia certification mitigates earnings management,
especially for companies that maintain their Sharia status. According to them, the longer and
continuous the Sharia certification status, the smaller the earnings management. Consistent
with previous studies and referring to social norms and institutional theory, this study
predicts that firms with a religious or Sharia-based environment have lower earnings
management than non-Sharia firms. However, this study slightly differs from the previous
one, where Sharia-based firms are expected to mitigate the influence of 10 on earnings
management. Therefore, the proposed hypothesis is as follows:

H2a: the positive influence of institutional ownership on earnings management is lower in
Sharia firms than in non-Sharia firms.
H2b: earnings management is lower in Sharia firms compared to non-Sharia firms.

The research framework for this study can be seen in Figure 1
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Sharia firms
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- Big 4
Figure 1 research framework
Method

This study uses a quantitative method approach, namely a type of research that
explains phenomena by collecting numerical data that is analyzed using mathematical or
statistical methods (Martha and Gunderson 2000; Creswell and Creswell 2018), and finally,
hypothesis testing is carried out (Muijs 2011). The population of this study is companies
listed on the Indonesian Stock Exchange (IDX) using a purposive sampling technique. The
sampling criteria are as follows: (1) Companies are listed on the Indonesia Stock Exchange
consecutively for the last seven years (2015-2021). The year 2015 was chosen as the starting
point because, in that year, the OJK began to categorize companies that were following Sharia
principles; (2). Companies are not from the financial or banking sector because these
companies have differences in regulation and character compared to other companies (Zhong,
Gribbin, and Zheng 2007; Korkmaz, Ma, and Zhou 2017). A total of 777 companies are listed
on the IDX as of 2021. Furthermore, 124 samples from the financial sector, 338 suspended
firms, and incomplete data were excluded. All criteria and data used are presented in Table 1.

Table 1 research sample

Sample Amount
Firms listed on IDX 777

Agriculture 26

Mining 50

Basic and chemical industry 85

Miscellaneous industry 51

Goods and consumer industry 70

Real estate and building construction 90

Infrastructure, utilities and transportation 96

Finance 124

Trade, service & investment 185
Financial sector firms excluded (124)
Suspended firms and incomplete data (338)
Sample used 315
Data observed (315 firms x 7 years) 2.205

Source: secondary data (processed 2024)
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The earnings management measurement utilizes Jones's (1991) discretionary accrual
proxy, which was later modified by Dechow, Sloan, and Sweeney (1995). Researchers widely
adopt this measurement, as discretionary accrual is considered the most effective estimation
model compared to other available models (Ashbaugh, LaFond, and Mayhew 2003; Jaggi and
Tsui 2007). The modified Jones model is as follows:

TA;; = NI — CFO;, (1)
g >
NDA: = Buym—+ By =gt By ey 3)
DA;; = —— — NDACC;, 4)

it—1

Where DA is discretionary accruals, TA is total accruals, NDA is non-discretionary accruals, NI
has net income, CFO is cash flow operating, A is total assets, ARev is changing in revenue, ARec
is changing in receivables, PPE is property, plant and equipment, € is the residual, and i, t is
company and year.

The primary variable in this study is the level of institutional investor ownership.
Institutional ownership refers to the shares owned by institutions such as banks, insurance
firms, mutual funds, and others. Institutional ownership is measured by the number of shares
owned by institutional investors divided by the number of shares outstanding. A Sharia
company is a company whose business activities follow Sharia principles. Namely, activities
that do not include usurious financial services; do not trade risks that contain elements of
uncertainty (gharar) and gambling (maysir); do not produce, distribute, trade, do not provide
goods or services that are haram in substance (haram li-dzatihi) and not because of their
substance (haram li-ghairihi) as determined by the National Sharia Council - Indonesian
Ulema Council. Sharia firms use a dummy variable with code 1 if the firm is indexed in ISS]I,
and if not, code 0. This measurement is also similar to Alsaadi, Ebrahim, and Jaafar (2017),
which uses the Financial Time Stock Exchange (FTSE) global equity Sharia index, and Ashraf
(2016), which uses Islamic Equity Indices (IEIs).

In this study, Sharia firm is a moderator variable with a dummy or categorical type.
Moderator variables can be in the form of qualitative variables (e.g., gender, race, class) or
quantitative variables (e.g., level of appreciation) that can affect the direction or strength of
the relationship between the independent variable and the dependent variable (Baron and
Kenny 1986). It is in line with Hair et al. (2011), who mentioned the relationship between
continuous moderation (e.g., income) and categorical (e.g., gender). Because the moderating
variable is categorical, the test compares each sample group's regression coefficients (Kock
2014; Sholihin and Ratmono 2021). Therefore, the proper test uses multigroup analysis, also
known as subgroup testing.

This study includes four control variables for firm characteristics. The four control
variables include leverage, firm size, profitability, and audit quality. Leverage is an indication
of external pressure. Higher debt levels pressure the company, so managers try to make the
report look better (Hanafi, Rohman, and Ratmono 2024). Several previous studies have found
a positive correlation between leverage and earnings management (Liu et al. 2018; Jiang, Ma,
and Wang 2020; Awuye and Aubert 2022). Firm size is used as a control variable because they
have more resources than small firms, so it does not cause bias due to firm size. Large firms
report better quality reports because investors analyze them a lot, and consequently, there
are greater financial violations (Deli and Gillan 2000). Previous studies show a negative
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correlation between firm size and earnings management (Liu et al. 2018; Jiang, Ma, and Wang
2020; Awuye and Aubert 2022).

Likewise, profitability, the magnitude of profitability, is an indication that distinguishes
large and small companies. Profitability influences earnings management choices (U. Ali et al.
2015; Nalarreason, T. and Mardiati 2019). Previous studies show that profitability is
negatively correlated with earnings management (Liu et al. 2018; Jiang, Ma, and Wang 2020;
Awuye and Aubert 2022). Audit quality is proxied by the Big 4 firms because they have a
higher quality standard. Companies audited by the Big 4 usually have greater financial
resources because the audit fee for the Big 4 is greater than that of the non-Big 4. So, the Big 4
is often used as a control variable in research. Companies audited by the Big Four show lower
earnings management behavior (Francis and Yu 2009). Several studies show that the Big 4
negatively correlate with earnings management (Mokoteli and latridis 2017; Lopes 2018;
Bawuah 2024).

Based on the explanation of the various variables above, operationally, it is presented
in Table 2.

Table 2 operational variables

Variables Measurement References Scale
Dependent variables: |[EM| = |DA| (Jaggi and Tsui Ratio
Earnings Management (|EM|) 2007)
Independent variables: __ institutional share Ratio
Institutional ownership (IO) - Outstanding share
Moderator variables: Sharia firms = 1, (Alsaadi, Dummy
Sharia firms (Sf) non-Sharia firms = 0 Ebrahim, and
Jaafar 2017)
Control variables: total debt (Liuetal. 2018)  Ratio
LV=———
Leverage (LV) total assets
Firm Size (Sz) Ln of total asset (Liuetal. 2018)  Ratio
Profitability (Pr) pr — _Lcvenue (Jiang, Ma, and Ratio
total assets Wang 2020)
Big four (B4) B4 =1,non-B4=0 (Lopes 2018) Dummy

This research uses multiple linear regression (formula 5) to answer H1 and H2a.
However, for H2a, two sample groups are used: the Sharia firms and the Sharia firms' sample.
Furthermore, to answer H2b, an independent t-test is needed, where this test is intended to
determine the difference in the means of earnings management in Sharia and non-Sharia
firms.

|EM| = @ + B110 + BoLv + BsSz + B,Pr + Bsy B4 + € (5)

Where |EM]| is the absolute value of earnings management, and IO is institutional ownership.
Furthermore, Lv (leverage), Sz (size), Pr (profitability), and B4 (big four) are control variables.

Results and discussion
Descriptive statistics

Table 3 shows the descriptive statistics of the full sample, non-Sharia, and Sharia firms.
The average absolute discretionary accrual (|JEM]|) is 0.083, ranging from 0.000 to 0.870. For
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non-Sharia firms, |[EM| is 0.092, and for Sharia firms, 0.079, indicating that earnings
management behavior is greater in non-Sharia firms than Sharia firms. The average
institutional ownership (10) is 68 percent, with an ownership range of 0.8 percent to 100
percent. Furthermore, the average 10 in non-Sharia firms is 67.6 percent, and in Sharia firms,
68.2 percent. This indicates that institutional ownership is greater in Sharia firms than non-
Sharia firms.

Table 3 descriptive statistics

Variables Min. Max. Full sample Non-SF sample SF sample

Mean Std. Mean Std. Mean Std.
|[EM| 0.000 0.870 0.083 0.084 0.092 0.098 0.079 0.078
10 0.008 1.000 0.680 0.197 0.676  0.209 0.682 0.192
Lv 0.003 8.308 0.502 0.388 0.696  0.606 0.427 0.217
Sz 2.485 1892 13.60 2.046 13.71  2.215 13.56 1.976
Pr -1.538 0.716 0.025 0.114 -0.009  0.151 0.038 0.092
B4 0.000 1.000 0.390 0.488 0.350 0.478 0.400 0.491
Observation (N) 2,205 611 1,594

Source: secondary data (processed 2024)

The leverage control variable (Lv) has an average of 0.502. Where non-Sharia leverage
is larger than Sharia firms (0.696 > 0.427), this indicates that Sharia firms are more
conservative in external financing or debt than non-Sharia firms. Firm size (Sz) has an average
of 13.60, and the size of non-Sharia firms is larger than that of Sharia firms (13.71 > 13.56).
Performance (Pr) has an average of 0.025, where the performance of Sharia firms is better
than that of non-Sharia firms (0.038 > -0.009). Audit quality (B4) has an average of 0.390,
where Sharia firms have better audit quality than non-Sharia (0.400 > 0.350).

Correlation

Table 4 shows the correlation coefficients among the independent variables. The
highest correlation is observed between Sz and B4 (r = 0.341). Since none of the correlation
coefficients exceeds 0.90, collinearity is not a problem (Tabachnick and Fidell 2007; Hair et al.
2011).

Table 4 correlation coefficient model

Variables |[EM]| 10 Lv Sz Pr B4
|[EM| 1

10 0.087 1

Lv 0.273 -0.031 1

Sz -0.204 -0.035 0.046 1

Pr -0.167 0.048 -0.261 0.106 1

B4 -0.055 0.102 -0.055 0.341 0.226 1

Source: secondary data (processed 2024)

Multiple linear regression analysis

This study uses multiple linear regressions to answer H1, as in Table 5. To answer H2a,
multiple linear regressions are grouped into two groups, namely samples of Sharia and non-
Sharia firms, as in Table 6. Finally, to answer H2b, this study uses an independent t-test on
Sharia and non-Sharia firms, as in Table 8.

Table 5 shows that institutional ownership (I0) positively and significantly impacts
earnings management at a = 1% significance level (3 = 0.037; p-value = 0.000). Consequently,
H1, which proposes that Institutional ownership positively affects earnings management, is
accepted. Additionally, the control variable of profitability (Pr) shows a significant negative
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relationship with earnings management (3 = -0.066; p-value = 0.000), indicating that lower
company performance is associated with higher earnings management. External pressure
represented by leverage (Lv) also significantly influences earnings management (§ = 0.058; p-
value = 0.000). It suggests that higher debt levels increase creditor pressure on the company,
driving institutional owners to push managers toward earnings management to protect their
interests. Lastly, the control variable size (Zs) represents a company's size and significantly
negatively affects earnings management (3 = -0.009, p-value = 0.000). This result suggests
that larger firms engage in fewer earnings management practices. One possible explanation is
that larger companies receive greater public scrutiny as they attract increased attention from
analysts and investors. As a result, these firms are more likely to produce high-quality
financial reports (Chen, Lin, and Zhou 2005). Additionally, this study examines the impact of
audits by Big Four accounting firms (B4). The results indicate that firms audited by the Big
Four exhibit a significant positive association with earnings management (3 = 0.008, p-value =
0.037). This suggests that the Big Four auditors cannot decrease earnings management
practices. On the contrary, in some instances, these auditors may facilitate earnings
management.

Table 5 multiple linear regression

Variables B P-value
Constant 0.150 0.000
10 0.037 0.000
Lv 0.058 0.000
Sz -0.009 0.000
Pr -0.066 0.000
B4 0.008 0.037
Adj. R? 0.135
F-test 69.693 (0.000)
Obs. 2,205

Source: secondary data (processed 2024)

Multigroup regression analysis

To answer H2a, we use an analysis of multigroup regression because the Sharia firm is
a moderator variable, a dummy or categorical variable. This regression compares path
coefficients within the same model across different samples (Kock 2014; Sholihin and
Ratmono 2021). In this study, non-Sharia firms are Group 1, and Sharia firms are Group 2. The
results of the multigroup regression analysis are presented in Table 6.

Table 6 multigroup regression

iabl Non-Sharia sample (group 1) Sharia sample (group 2)
Variables ,8 S.E P-value B S.E P-value
Constant 0.141 0.025 0.000 0.146 0.016 0.000
10 0.046 0.017 0.006 0.035 0.010 0.000
Lv 0.057 0.006 0.000 0.060 0.009 0.000
Sz -0.009 0.002 0.000 -0.009 0.001 0.000
Pr -0.151  0.024 0.000 0.014 0.022 0.503
B4 0.011 0.008 0.145 0.004 0.004 0.304
Adj. R? 0.258 0.070
F-test 43.312 (0.000) 25.061 (0.000)
Obs. 611 1,594

Source: secondary data (processed 2024)
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In Table 6, the non-Sharia sample group shows that institutional ownership (I0)
significantly affects earnings management at a = 1% (§ = 0.046; p-value = 0.006). Meanwhile,
in the Sharia firms sample group, institutional ownership also affects earnings management at
a=1% (B = 0.035; p-value = 0.000). When compared, the coefficients of the non-Sharia and
Sharia samples decreased (0.046: 0.035). However, whether this decrease is significant
requires further testing with Pooled standard error (PSE) and Satterthwaite (Satt).
Operationally, this test can be conducted using a spreadsheet of Kock (2014). The results of
these tests are presented in Table 7.

Table 7 pooled standard error (PSE) and Satterthwaite (Satt)

Process Institutional Ownerships
Inputs:

Size of Sample 1 (Non-Sharia firms) 611
Size of Sample 1 (Sharia firms) 1,594
Coefficient 1 (1) 0.046
Coefficient 2 (32 0.035
Standard error of sample 1 (SE 1) 0.017
Standard error of sample 2 (SE 2) 0.010
Outputs of PSE.

P-value of multi-group difference effect (1- tailed) 0.284
Output of Satt.

P-value of multi-group difference effect (1- tailed) 0.289

Source: secondary data (processed 2024)

Based on Table 7, the pooled standard error (PSE) and Satterthwaite (Satt) tests
indicate that institutional ownership is not significantly different (p-value of PSE = 0.284 and
Satt =0.289), both over 0.05. Hence, H2a, which states that the positive influence of
institutional ownership on earnings management is lower in Sharia firms than in non-Sharia
firms, is rejected.

Independent t-test
Next, to answer H2b, the mean difference of absolute earnings management |EM|

between non-Sharia and Sharia firms was tested. The test results can be seen in Table 8.

Table 8 independent samples test

IEM| Non-sharia  Sharia Levene's test T-test for equality for mea'ns
F  p-value p-value Means Diff.

Mean 0.0916 0.0794

Equal var. ass. 0.002 0.0122

Equal var. not ass. 13.387 0.000 0.006 0.0122

Source: secondary data (processed 2024)

Based on Table 8, Levene's test shows that the value of the F-count is 13.387 (p-value =
0.000 or < 0.05). It indicates homogeneity of variance between the |EM| groups. Because there
is homogeneity, the t-test result used is Equal variances assumed, where sig. 0.002 < 0.05. It
confirms a significant difference between the mean |[EM| non-Sharia (0.0916) and Sharia firms
(0.0794). Therefore, the earnings management in Sharia firms is lower than in non-Sharia
firms and is very significantly different. Thus, H2b is accepted.

The influence of institutional ownership on earnings management
This result shows that institutional ownership (I0) positively affects earnings
management. Higher institutional share ownership will provide stronger control over
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managers and other executives. IO has more incentives and capabilities to monitor manager
behavior (Desai and Dharmapala 2009). They can influence management decisions because
the power of shares they own is significant (S. M. Ali, Norhashim, and Jaffar 2023), which gives
them voting rights (Klein 2002; Gillan and Starks 2003; Demiralp et al. 2011; Reyna 2018). 10
can easily replace management through its voting rights. Managers who want the security of
their positions tend to follow 10's wishes to secure their investments. 10s have significant
investments, so they want good returns and want to avoid many losses. Large shareholders
generally do not want significant investment losses, so they encourage managers to act in
earnings management for their interests (Korkmaz, Ma, and Zhou 2017). They try to protect
and increase their investments. If the company tends to be bad, they will pressure managers
to do earnings management so that performance looks better in the eyes of investors and does
not drop their stock prices.

The results of this study also show that Institutional ownership is highly concentrated,
with an average of 68% (see Table 3). In companies with concentrated ownership, controlling
shareholders can hide transactions that benefit themselves, such as taking over assets or
profits in entities they control, also known as tunnelling. The implication is that minority
shareholders are disadvantaged. Minority shareholders do not have access as the majority, so
the company's profits or assets are unknowingly transferred to the majority owner. The
practice of abuse of power by controllers that harms the minority is a form of agency problem
type II. Different from agency problem type I, namely the conflict of interest between
management and controlling shareholders.

The results of this study indicate a positive relationship between large shareholders, in
this case, I0 and earnings management. This means that there is cooperation carried out by
management to carry out earnings management because of the encouragement of the IO,
which is detrimental to minorities. It indicates that the conflict that occurs in Indonesia is type
II. These results align with those of Claessens, Djankov, and Lang (2000), who found that
many East Asian companies, including Indonesia, are controlled mainly by families. As a
result, Asian companies usually have a concentrated ownership structure, in contrast to the
wider ownership structure found in the US and Europe (Diyanti et al. 2013).

Indonesia as a country is characterized as a company with concentrated ownership.
Such characteristics, usually large shareholders, tend to positively influence earnings
management (Hanafi, Rohman, and Ratmono 2024). This study is in line with Emamgholipour
et al. (2013); Bansal (2023); Davis and Garcia-Cestona (2023) that institutional investor
ownership is positively related to accrual-based earnings management. The findings of this
study support the entrenchment perspective, which suggests that large shareholders
positively influence earnings management.

The effect of Sharia firms on the relationship between 10 and earnings management

Furthermore, this study has also explored whether companies managed by Sharia can
decrease the positive effect of I0 on earnings management. The group regression test on
Sharia and non-Sharia firms' samples showed a decrease in earnings management, but it was
insignificant. It shows that institutional ownership has firm control, so Sharia compliance
cannot prevent or reduce the involvement of 10 in earnings management. IO has considerable
power through its voting rights over its significant investments. Suppose they feel threatened
by their investments. They will continue to pressure management to improve profits because
Sharia firms have been unable to limit I0's behavior. If management is not in line with it, IO
can propose significant changes in management and policy through a general meeting of
shareholders.

This study differs from the findings of Hanafi, Rohman, and Ratmono (2024), who focus
on block holders as large shareholders both institutionally and personally. They found that
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religious companies can mitigate the positive influence of block holders on earnings
management. In the context of this research, the primary focus is institutional ownership (I0).
The study results show that Sharia firms have not been able to mitigate the influence of 10 on
earnings management. This indicates that institutional ownership has firm control in the
corporate structure, where they can use their influence as controlling shareholders with
better information to gain profits, often at the expense of minority shareholders.

This research's findings align with agency theory (Jensen and Meckling 1976), which
explains how differences in interests between majority and minority shareholders can create
agency conflicts. In some cases, institutional ownership, which should function as a
monitoring mechanism, can be involved in earnings management practices to optimize its
interests. In addition, corporate governance also emphasizes that the effectiveness of
governance is highly dependent on the monitoring mechanisms implemented (Shleifer and
Vishny 1997). In this case, Sharia governance does not seem to be an effective barrier to
institutional ownership in influencing earnings management practices.

In the theory of social norms and institutional theory, organizational and individual
behaviour is greatly influenced by rules and social norms in the company's environment.
When the company implements Sharia-based social norms, the involvement of 10 in profit
management should decrease. Table 6 shows that when the company is managed according to
Sharia, the influence of 10 decreases, but it is not yet significant. This indicates that 10 is
powerful and concentrated, so the role of Sharia management is less significant.

Sharia firms have lower earnings management than non-Sharia firms

The results of this study align with the theory of social norms, where a work
environment with religious social norms will affect the behaviour and attitudes of personnel
or managers at work. Morals and ethics derived from religion (Conroy and Emerson 2004;
Longenecker, McKinney, and Moore 2004; Hilary and Hui 2009) are religious values that will
be carried into their work. Sharia firms are religious companies that, in their implementation,
comply with Sharia values. This research aligns with prior research showing that religious
companies can reduce earnings management (Dyreng, Mayew, and Williams 2012; McGuire,
Omer, and Sharp 2012; Du et al. 2015; Montenegro 2017). This indicates that the more
religious the company's environment is, the smaller the earnings management behavior.

From a broader perspective, this study's results align with the institutional theory that
an environment's structure, norms, rules, and culture will influence the behavior of
individuals and organizations. This theory was first introduced by Meyer and Rowan (1977),
who stated that organizational structures are formed not solely based on economic efficiency
and rationality but also because an organization operates by practices considered legitimate
or by prevailing social norms. In this context, organizations often adopt certain practices not
only because of internal factors but also in response to external pressures from their
institutional environment. In other words, organizations follow patterns or standards widely
accepted in society to gain legitimacy and sustainability in their operations. This principle of
institutional theory can explain how

Sharia firms form and carry out their business practices. Sharia firms that operate with
governance that adheres to Islamic principles are oriented towards economic efficiency and
adapt to the social and religious values that apply in Muslim society. In this case, Islamic
norms and rules create an institutional framework that demands transparency,
accountability, and integrity in financial management. As a result, Islamic companies are more
likely to strengthen ethical financial practices and avoid practices that can damage their
reputation, such as earnings management. In addition, normative pressures from Islamic
scholars, Islamic financial regulators, and the expectations of the Muslim community for
transparency and business ethics play a role in shaping corporate behaviour. Thus,
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institutional theory can explain how compliance with Islamic principles provides legitimacy
for Islamic companies and contributes to creating a more responsible financial system that is
free from financial reporting manipulation practices. The findings of this study have
implications for how good corporate governance can reduce earnings management.
Strengthening religious values is important to instill and implement in the corporate
environment so that they become a social norm. Following the existing theories, it is expected
to influence the behaviour of individuals, managers, and organizations.

Conclusions

This research shows that institutional ownership significantly positively affects
earnings management. These results strengthen the entrenchment perspective, where a
conflict exists between controlling or majority shareholders and minority shareholders. It
generally occurs in countries with concentrated ownership. Furthermore, companies that
have governance following Sharia principles have lower earnings management than non-
Sharia firms, which indicates that with Sharia governance, they have better financial reporting
quality than non-Sharia firms. However, in this context, the strength of controlling ownership
is institutional ownership; companies managed according to Sharia have not been able to
reduce the involvement of institutional ownership in earnings management.

This study has implications for capital market investors to look at companies indexed
in Indonesian Sharia Stocks because our study proves that Sharia firms have low earnings
management; in other words, they have better reporting quality. For regulators, to reduce
earnings management, regulators can consider strengthening the ethical integration
framework in financial reporting standards. So, all companies are expected to foster a
corporate culture based on ethical or religious values that can function as an internal control
mechanism against opportunistic behaviour by management or other stakeholders.
Theoretically, the implications of this study show that companies with Sharia compliance
norms can reduce agency problems. In addition, this finding can strengthen social norms and
institutional theory that ethical and religious factors (Sharia compliance) can function as
internal control mechanisms against opportunistic management behaviour.

This research has limitations, primarily related to the measurement of Sharia-
compliant firms. This study uses dummy variables derived from the results of the Financial
Services Authority's (FSA) decision regarding whether the company follows Sharia principles.
It may be the best choice because the FSA is very selective when making decisions for Sharia
or non-Sharia firms. For future research, researchers are expected to explore other dummy
variables to enrich the measurement of companies that comply with Sharia. For example,
several researchers have found that Sharia-compliant firms have lower cash, receivables, and
debt than non-Sharia firms. Future research can use these measurements to determine Sharia
firms so that they can develop a research model different from this study. For example, Sharia
firms with a moderation or intervention model (other than group tests like this study).

References

Abdullah, M. Wahyuddin. 2013. “Manajemen Laba: Tantangan Manajer Di Balik Sustainabilitas
Perusahaan.” Akmen Jurnal IImiah 10 (D): 128-37. https://e-
jurnal.nobel.ac.id/index.php/akmen/article /view/370.

Ali, Muhammad Jahangir, Pallab Kumar Biswas, Larelle Chapple, and Sriyalatha
Kumarasinghe. 2024. “Institutional Ownership and Earnings Quality: Evidence from
China.” Pacific-Basin Finance Journal 84 (April): 102275.
https://doi.org/10.1016/j.pacfin.2024.102275.

Ali, Salsiah Mohd, Mariati Norhashim, and Nahariah Jaffar. 2023. “Exploring Earnings
Management: Institutional Ownership and Audit Size in Malaysia’s Sustainability

¥l [m] pISSN 2549-3086 34
AT eISSN 2657-1676
'» https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

JAS (Jurnal Akuntansi Syariah)
June 2025, Vol.9, No.1: 22-40

Pathway.” International Journal of Management and Sustainability 12 (4): 535-60.
https://doi.org/10.18488/11.v12i4.3536.

Ali, Usman, Muhammad Noor, Muhammad Kashif Khurshid, and Akhtar Mahmood. 2015.
“Impact of Firm Size on Earnings Management: A Study of Textile Sector of Pakistan.”
SSRN Electronic Journal 7 (28): 47-56.
https://iiste.org/Journals/index.php/EJBM/article/view/26276.

Alsaadi, Abdullah., M. Shahid Ebrahim, and Aziz Jaafar. 2017. “Corporate Social Responsibility,
Shariah-Compliance, and Earnings Quality.” Journal of Financial Services Research 51
(2): 169-94. https://doi.org/10.1007/s10693-016-0263-0.

Ashbaugh, Hollis, Ryan LaFond, and Brian W. Mayhew. 2003. “Do Nonaudit Services
Compromise Auditor Independence? Further Evidence.” The Accounting Review 78 (3):
611-39. https://doi.org/10.2308/accr.2003.78.3.611.

Ashraf, Dawood. 2016. “Does Shari’ah Screening Cause Abnormal Returns? Empirical
Evidence from Islamic Equity Indices.” Journal of Business Ethics 134 (2): 209-28.
https://doi.org/10.1007/s10551-014-2422-2.

Awuye, Isaac Selasi, and Frangois Aubert. 2022. “The Impact of Leverage on Earnings
Management and the Trade-off between Discretionary Accruals and Real Earnings
Management.” Journal of Accounting and Taxation 14 (1): 89-101.
https://hal.science/hal-03824383/.

Bansal, Manish. 2023. “Earnings Management Contagion: Evidence from Institutional
Equivalence.” Asian Journal of Accounting Research 8 (2): 170-83.
https://doi.org/10.1108/AJAR-06-2022-0180.

Bao, Shuji Rosey, and Krista B. Lewellyn. 2017. “Ownership Structure and Earnings
Management in Emerging Markets—An Institutionalized Agency Perspective.”
International Business Review 26 (5): 828-38.
https://doi.org/10.1016/j.ibusrev.2017.02.002.

Baron, Reuben M., and David A. Kenny. 1986. “The Moderator-Mediator Variable Distinction
in Social Psychological Research: Conceptual, Strategic, and Statistical Considerations.”
Journal  of  Personality @ and  Social  Psychology 51 (6): 1173-82.
https://doi.org/10.1037/0022-3514.51.6.1173.

Bawuah, Isaac. 2024. “Audit Committee Effectiveness, Audit Quality and Earnings
Management: Evidence from Ghana.” Cogent Business & Management 11 (1): 1-22.
https://doi.org/10.1080/23311975.2024.2315318.

Berk, Jonathan B, and Peter M DeMarzo. 2017. Corporate Finance. 4th ed. Pearson.

Beyer, Anne, Ilan Guttman, and Ivan Marinovic. 2019. “Earnings Management and Earnings
Quality: Theory and Evidence.” The Accounting Review 94 (4): 77-101.
https://doi.org/10.2308/accr-52282.

Boahen, Eric Owusu, and Emmanuel C. Mamatzakis. 2015. “Does Religion Matter for Earnings
Management?”  Social Science  Research  Network, mno. October: 1-56.
https://hdl.handle.net/10779/u0s.23430026.v1.

Cahyathi, Cita Bina, Prihat Assih, and Maxion Sumtaky. 2024. “The Effect of Institutional
Ownership, Independent Auditor Tenure, Audit Committee Tenure on Earnings
Management in Palm Oil Plantation Companies Listed on the Indonesia Stock
Exchange.” Journal of Economics, Finance And Management Studies 07 (07): 4488-97.
https://doi.org/10.47191/jefms/v7-i7-66.

Can, Gokberk. 2021. “Does Sharia Compliance Affect Financial Reporting Quality? An Evidence
from Muslim Majority Countries.” International Journal of Islamic and Middle Eastern
Finance and Management 14 (1): 16-33. https://doi.org/10.1108/IMEFM-04-2019-
0149.

Chen, Ken Y., Kuen-Lin Lin, and Jian Zhou. 2005. “Audit Quality and Earnings Management for

T3~ [®] pISSN 2549-3086 -
%5728 eISSN 2657-1676
kLo w https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

JAS (Jurnal Akuntansi Syariah)
June 2025, Vol.9, No.1: 22-40

Taiwan IPO Firms.” Edited by Gerald Vinten. Managerial Auditing Journal 20 (1): 86-
104. https://doi.org/10.1108/02686900510570722.

Claessens, Stijn, Simeon Djankov, and Larry H.P. Lang. 2000. “The Separation of Ownership
and Control in East Asian Corporations.” Journal of Financial Economics 58 (1-2): 81-
112. https://doi.org/10.1016/S0304-405X(00)00067-2.

Conroy, Stephen |, and Tisha L.N. Emerson. 2004. “Business Ethics and Religion: Religiosity as
a Predictor of Ethical Awareness Among Students.” Journal of Business Ethics 50 (4):
383-96. https://doi.org/10.1023/B:BUSI.0000025040.41263.09.

Creswell, John W,, and ]. David Creswell. 2018. Research Design: Qualitative, Quantitative, and
Mixed Methods Approaches. 1st ed. London: SAGE Publications, Inc.

Cug, Juraj, and Aneta Cugova. 2021. “Relationship between Earnings Management and
Earnings Quality in the Globalized Business Environment.” In The 20th International
Scientific Conference Globalization and Its Socio-Economic Consequences, edited by T.
Kliestik, 92:02011. SHS Web of Conf. https://doi.org/10.1051/shsconf/20219202011.

Davern, Michael, Nikole Gyles, Dean Hanlon, and Matthew Pinnuck. 2018. “Is Financial
Reporting Still an Effective Tool for Equity Investors in Australia?” Post Aap Draft.
https://www.ifrs.org/content/dam/ifrs/meetings/2018/april /asaf/asaf-08a-
research-paper-april-2018.pdf.

Davis, Justin G., and Miguel Garcia-Cestona. 2023. “Institutional Ownership, Earnings
Management and Earnings Surprises: Evidence from 39 Years of U.S. Data.” Journal of
Economics,  Finance  and  Administrative  Science 28  (56):  218-36.
https://doi.org/10.1108/JEFAS-01-2023-0021.

Dechow, Patricia M., Richard G. Sloan, and Amy P. Sweeney. 1995. “Detecting Earnings
Management.” The Accounting Review 70 (2): 193-225.
https://www.jstor.org/stable/248303.

Deli, Daniel N., and Stuart L Gillan. 2000. “On the Demand for Independent and Active Audit
Committees.” Journal of Corporate Finance 6 (4): 427-45.
https://doi.org/10.1016/S0929-1199(00)00016-X.

Demiralp, I[lhan, Ranjan D’Mello, Frederik P. Schlingemann, and Venkat Subramaniam. 2011.
“Are There Monitoring Benefits to Institutional Ownership? Evidence from Seasoned
Equity  Offerings.” Journal of Corporate Finance 17 (5): 1340-59.
https://doi.org/10.1016/j.jcorpfin.2011.07.002.

Desai, Mihir A., and Dhammika Dharmapala. 2009. “Corporate Tax Avoidance and Firm Value.”
Review of Economics and Statistics 91 (3): 537-46.
https://doi.org/10.1162 /rest.91.3.537.

Diyanti, Vera, Sidharta Utama, Hilda Rossieta, and Sylvia Veronica. 2013. “Pengaruh
Kepemilikan Pengendali Akhir, Kepemilikan Keluarga Serta Praktek Corporate
Governance Terhadap Transaksi Pihak Berelasi Dan Kualitas Laba.” In Simposium
Nasional Akuntansi XVI, [:1-25.
https://www.researchgate.net/publication/281236381.

Du, Xingqiang, Wei Jian, Shaojuan Lai, Yingjie Du, and Hongmei Pei. 2015. “Does Religion
Mitigate Earnings Management? Evidence from China.” Journal of Business Ethics 131
(3): 699-749. https://doi.org/10.1007/s10551-014-2290-9.

Dyreng, Scott D, William ] Mayew, and Christopher D Williams. 2012. “Religious Social Norms
and Corporate Financial Reporting.” Journal of Business Finance & Accounting 39 (7-8):
845-75. https://doi.org/10.1111/j.1468-5957.2012.02295.x.

Elster, Jon. 1989. “Social Norms and Economic Theory.” Journal of Economic Perspectives 3 (4):
99-117. https://doi.org/10.1257 /jep.3.4.99.

Ely, David P., and Moon H. Song. 2000. “Acquisition Activity of Large Depository Institutions in
the 1990s:” The Quarterly Review of Economics and Finance 40 (4): 467-84.

T3~ [®] pISSN 2549-3086 -
%5728 eISSN 2657-1676
kLo w https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

JAS (Jurnal Akuntansi Syariah)
June 2025, Vol.9, No.1: 22-40

https://doi.org/10.1016/S1062-9769(00)00052-1.

Emamgholipour, Milad, Seyedeh Maryam Babanejad Bagheri, Elham Mansourinia, and Ali
Mohammadpour Arabi. 2013. “A Study on Relationship between Institutional Investors
and Earnings Management: Evidence from the Tehran Stock Exchange.” Management
Science Letters 3: 1105-1112.
https://www.growingscience.com/msl/Vol3/msl_2013_81.pdf.

Farichah, Farichah. 2017. “Relationship of Earnings Management and Earnings Quality before
and after IFRS Implementation in Indonesia.” European Research Studies Journal 20
(4B): 70-81. https://www.ersj.eu/dmdocuments/2017-xx-4-b-6.pdf.

Farooq, Omar, and Allaa AbdelBari. 2015. “Earnings Management Behaviour of Shariah-
Compliant Firms and Non-Shariah-Compliant Firms.” Journal of Islamic Accounting and
Business Research 6 (2): 173-88. https://doi.org/10.1108/JIABR-07-2013-0021.

Francis, Jere R., and Michael D. Yu. 2009. “Big 4 Office Size and Audit Quality.” The Accounting
Review 84 (5): 1521-52. https://doi.org/10.2308/accr.2009.84.5.1521.

Gadhoum, Yoser. 2021. “Corporate Governance and Earnings Management: Evidence from
Canada.” Journal of Financial Risk  Management 10 (4): 516-44.
https://doi.org/10.4236/jfrm.2021.104027.

Gillan, Stuart, and Laura T. Starks. 2003. “Corporate Governance, Corporate Ownership, and
the Role of Institutional Investors: A Global Perspective.” Journal of Applied Finance 13
(2): 4-22. https://scispace.com/papers/corporate-governance-corporate-ownership-
and-the-role-of-44p66n7wk4.

Grullon, Gustavo, George Kanatas, and James Weston. 2010. “Religion and Corporate (Mis)
Behavior by Religion and Corporate (Mis) Behavior.”
https://doi.org/10.2139/ssrn.1472118.

Hair, Joseph F., William C. Black, Barry ]J. Babin, and Rolph E. Anderson. 2011. Multivariate
Data Analysis. 7th ed. New Jersey: Pearson.

Hamour, Aiman Mahmoud Abu, Mousa Mohammad Abdullah Saleh, Khawla Kassed Abdo,
Alg’aqa’a Khalaf Ali Alzu’bi, Esra Ali Alnsour, and Abdullah Mahmoud Yousef Jwaifel.
2024. “The Effect of Financial Reporting Quality on Earnings Quality of Industrial
Companies.” Corporate and Business Strategy Review 5 (2): 38-50.
https://doi.org/10.22495/cbsrv5i2art4.

Hanafi, Rustam, Abdul Rohman, and Dwi Ratmono. 2024. “The Role of Religiosity on
Blockholders Involvement in Earnings Management: Evidence from Indonesia.” Journal
of Islamic Accounting and Business Research, December.
https://doi.org/10.1108/JIABR-10-2023-0360.

Hanlon, Michelle, Kelvin Yeung, and Luo Zuo. 2022. “Behavioral Economics of Accounting: A
Review of Archival Research on Individual Decision Makers*.” Contemporary
Accounting Research 39 (2): 1150-1214. https://doi.org/10.1111/1911-3846.12739.

Harruma, Issha, and Nibras Nada Nailufar. 2022. “Mengapa Penegakan Hukum Di Indonesia
Lemah?” Kompas.Com. 2022.
https://nasional.kompas.com/read/2022/03/24/01150041/mengapa-penegakan-
hukum-di-indonesia-lemah-.

Hilary, Gilles, and Kai Wai Hui. 2009. “Does Religion Matter in Corporate Decision Making in
America?” Journal of Financial Economics 93 (3): 455-73.
https://doi.org/10.1016/j.jfineco.2008.10.001.

Ismail, Wan Adibah Wan, Khairul Anuar Kamarudin, and Siti Rahayu Sarman. 2015. “The
Quality of Earnings in Shariah-Compliant Companies: Evidence from Malaysia.” Journal
of Islamic  Accounting and  Business Research 6 (D): 19-41.
https://doi.org/10.1108/JIABR-03-2013-0005.

Jaggi, Bikki, and Judy Tsui. 2007. “Insider Trading, Earnings Management and Corporate

T3~ [®] pISSN 2549-3086 -
%5728 eISSN 2657-1676
kLo w https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

JAS (Jurnal Akuntansi Syariah)
June 2025, Vol.9, No.1: 22-40

Governance: Empirical Evidence Based on Hong Kong Firms.” Journal of International
Financial Management & Accounting 18 (3): 192-222. https://doi.org/10.1111/j.1467-
646X.2007.01012.x.

Jensen, Michael C, and William H Meckling. 1976. “Theory of the Firm: Managerial Behavior,
Agency Costs and Ownership Structure.” Journal of Financial Economics 3 (4): 305-60.
https://doi.org/10.1016/0304-405X(76)90026-X.

Jian, Jianhui, Keke He, Yuan Liu, and Yulong Sun. 2024. “Corporate Social Responsibility:
Opportunistic Behavior under Earnings Management?” Asia-Pacific Journal of
Accounting & Economics 31 (2): 247-68.
https://doi.org/10.1080/16081625.2023.2170891.

Jiang, Fuxiu, Yunbiao Ma, and Xue Wang. 2020. “Multiple Blockholders and Earnings
Management.”  Journal of Corporate Finance 64  (October): 101689.
https://doi.org/10.1016/j.jcorpfin.2020.101689.

Jones, Jennifer J. 1991. “Earnings Management During Import Relief Investigations.” Journal of
Accounting Research 29 (2): 193-228. https://doi.org/10.2307/2491047.

Kassem, Rasha. 2012. “Earnings Management and Financial Reporting Fraud: Can External
Auditors Spot the Difference?” American Journal of Business and Management 1 (1): 30-
33. https://pure.northampton.ac.uk/en/publications/earnings-management-and-
financial-reporting-fraud-can-external-au.

Kazemian, Soheil, and Zuraidah Mohd Sanusi. 2015. “Earnings Management and Ownership
Structure.” Procedia Economics and Finance 31: 618-24.
https://doi.org/10.1016/S2212-5671(15)01149-1.

Khaw, Karren Lee-Hwei, Hamdan Amer Ali Al-Jaifi, and Rozaimah Zainudin. 2023. “Shariah-
Compliant Firms and Earnings Management: Do Continuation and Ethnicity Matter?”
Journal of Islamic Accounting and Business Research limited (1759-0817): 1-28.
https://doi.org/10.1108/JIABR-09-2022-0245.

Kim, Hyo Jin, and Soon Suk Yoon. 2008. “The Impact of Corporate Governance on Earnings
Management in Korea.” Malaysian Acoounting Review 7 (1): 43-59.
https://ir.uitm.edu.my/id/eprint/194/.

Klein, April. 2002. “Audit Committee, Board of Director Characteristics, and Earnings
Management.” Journal of Accounting and Economics 33 (3): 375-400.
https://doi.org/10.1016/S0165-4101(02)00059-9.

Kock, Ned. 2014. “Advanced Mediating Effects Tests, Multi-Group Analyses, and Measurement
Model Assessments in PLS-Based SEM.” International Journal of E-Collaboration 10 (1):
1-13. https://doi.org/10.4018/ijec.2014010101.

Kohlberg, Lawrence. 1984. The Psychology of Moral Development: The Nature and Validity of
Moral Stages. 1st ed. Vol. 2. San Francisco: Harper & Row.

Korkmaz, Aslihan Gizem, Qingzhong Ma, and Haigang Zhou. 2017. “Blockholder
Characteristics and Earnings Quality.” Journal of Accounting and Finance 17 (3): 63-80.
https://www.articlegateway.com/index.php/JAF /article /view/957.

Kumalasanti, Susana Rita. 2024. “Indeks Negara Hukum RI Stagnan, Tugas Pemerintah Baru
Perbaiki.” Kompas. 2024. https://www.kompas.id/baca/polhuk/2024/10/24/indeks-
negara-hukum-ri-stagnan-pemerintah-perlu-perbaiki-institusi-institusi-hukum.

Lail, Bradley E., Gregory W. Martin, and Wayne B. Thomas. 2013. “The Influence of Strong
Shareholders on Earnings Management.” SSRN Electronic Journal, no. 405.
https://doi.org/10.2139/ssrn.2185448.

Lassoued, Naima, Mouna Ben Rejeb Attia, and Houda Sassi. 2018. “Earnings Management in
Islamic and Conventional Banks: Does Ownership Structure Matter? Evidence from the
MENA Region.” Journal of International Accounting, Auditing and Taxation 30 (C): 85-
105. https://doi.org/10.1016/j.intaccaudtax.2017.12.003.

T3~ [®] pISSN 2549-3086 38
%5728 eISSN 2657-1676
kLo w https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

JAS (Jurnal Akuntansi Syariah)
June 2025, Vol.9, No.1: 22-40

Liu, Chang, Chune Young Chung, Hong Kee Sul, and Kainan Wang. 2018. “Does Hometown
Advantage Matter? The Case of Institutional Blockholder Monitoring on Earnings
Management in Korea.” Journal of International Business Studies 49 (2): 196-221.
https://doi.org/10.1057/s41267-017-0093-9.

Longenecker, Justin G., Joseph A. McKinney, and Carlos W. Moore. 2004. “Religious Intensity,
Evangelical Christianity, and Business Ethics: An Empirical Study.” Journal of Business
Ethics 55 (4): 371-84. https://doi.org/10.1007/s10551-004-0990-2.

Lopes, Ana Paula. 2018. “Audit Quality and Earnings Management: Evidence from Portugal.”
Athens  Journal of  Business and Economics 4 (2): 179-92.
https://athensjournals.gr/business/2018-4-2-4-Lopes.pdf.

Martha, Aliaga, and Brenda Gunderson. 2000. Interactive Statistics. 2nd ed. New Jersey:
Prentice-Hall.

McGuire, Sean T., Thomas C. Omer, and Nathan Y. Sharp. 2012. “The Impact of Religion on
Financial Reporting Irregularities.” The Accounting Review 87 (2): 645-73.
https://doi.org/10.2308/accr-10206.

Meyer, John W., and Brian Rowan. 1977. “Institutionalized Organizations: Formal Structure as
Myth and Ceremony.” American Journal of Sociology 83 (2): 340-63.
https://doi.org/10.1086/226550.

Moid, Sana. 2016. “A Theoretical Construct of the Impact of Religious Beliefs on Accounting
Practices in the Indian and Global Context.” Management Review XXXI (August): 90-
103.
https://www.academia.edu/download /48799152 /NMIMS_Management_Review_Augu
st_2016_Issue.pdf#page=90.

Mokoteli, Thabang Mokoaleli, and George Emmanuel Iatridis. 2017. “Big 4 Auditing
Companies, Earnings Manipulation and Earnings Conservatism: Evidence from an
Emerging Market.” Investment Management and Financial Innovations 14 (1): 35-45.
https://doi.org/10.21511/imfi.14(1).2017.04.

Montenegro, Tania Menezes. 2017. “Religiosity and Corporate Financial Reporting: Evidence
from a European Country.” Journal of Management, Spirituality & Religion 14 (1): 48-
80. https://doi.org/10.1080/14766086.2016.1249395.

Muijs, Daniel. 2011. Doing Quantitative Research in Education with SPSS. 2nd ed. London: Sage
Publications.

Nalarreason, Kadek Marlina, Sutrisno T., and Endang Mardiati. 2019. “Impact of Leverage and
Firm Size on Earnings Management in Indonesia.” International Journal of Multicultural
and Multireligious Understanding 6 (1): 19. https://doi.org/10.18415/ijmmu.v6il.473.

Omran, Mohamed, and Yasean A. Tahat. 2020. “Does Institutional Ownership Affect the Value
Relevance of Accounting Information?” International Journal of Accounting &
Information Management 28 (2): 323-42. https://doi.org/10.1108/IJAIM-03-2019-
0038.

Porta, Rafael La, Florencio Lopez De Silanes, Andrei Shleifer, and Robert Vishny. 2002.
“Investor Protection and Corporate Valuation.” The Journal of Finance 57 (3): 1147-70.
https://doi.org/10.1111/1540-6261.00457.

Porta, Rafael La, Florencio Lopez De Silanes, Andrei Shleifer, and Robert W. Vishny. 1997.
“Legal Determinants of External Finance.” The Journal of Finance 52 (3): 1131-50.
https://doi.org/10.1111/j.1540-6261.1997.tb02727 .x.

Potharla, Srikanth, Kaushik Bhattacharjee, and Vishwanathan Iyer. 2021. “Institutional
Ownership and Earnings Management: Evidence from India.” Edited by David
McMillan. Cogent Economics & Finance 9 (D): 1-21.
https://doi.org/10.1080/23322039.2021.1902032.

Reyna, Juan Manuel San Martin. 2018. “The Effect of Ownership Composition on Earnings

T3~ [®] pISSN 2549-3086 39
%5728 eISSN 2657-1676
kLo w https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

JAS (Jurnal Akuntansi Syariah)
June 2025, Vol.9, No.1: 22-40

Management: Evidence for the Mexican Stock Exchange.” Journal of Economics, Finance
and Administrative Science 23 (46): 289-305. https://doi.org/10.1108/JEFAS-01-
2017-0011.

Shahzad, Faisal, Shahnaz A. Rauf, ljaz ur Rehman, Asif Saeed, and Sameer Al Barghouthi. 2017.
“Earning Management Strategies of Leveraged Family and Non-Family Controlled
Firms: An Empirical Evidence.” International Journal of Business and Society 18 (S3):
503-18. https://www.ijbs.unimas.my/images/repository/pdf/Vol18-s3-paper6.pdf.

Shleifer, Andrei, and Robert W. Vishny. 1997. “A Survey of Corporate Governance.” The Journal
of Finance 52 (2): 737-83. https://doi.org/10.1111/j.1540-6261.1997.tb04820.x.

Sholihin, Mahfud, and Dwi Ratmono. 2021. Analisis SEM-PLS. 1st ed. Yogyakarta: CV. Andi
Offset.

Simon, Valentina. 2024. “Jumlah Investor Saham Di Indonesia Lampaui 6 Juta SID.” Bursa Efek
Indonesia. 2024. https://www.idx.co.id/id /berita/siaran-pers/2224.

Sunstein, Cass R. 1996. “Social Norms and Social Roles.” Columbia Law Review 96 (4): 903.
https://doi.org/10.2307/1123430.

Tabachnick, Barbara G., and Linda S. Fidell. 2007. Using Multivariate Statistics. New York:
Pearson Education.

Tawfik, Omar Ikbal, Hamada Elsaid Elmaasrawy, and Khaled Hussainey. 2025. “The Impact of
Sharia Compliance on Attracting Investments: Empirical Evidence from GCC.”
International Journal of Islamic and Middle Eastern Finance and Management 18 (1):
23-48. https://doi.org/10.1108/IMEFM-02-2024-0060.

Umar, Abbas, and Shehu Usman Hassan. 2017. “Institutional Shareholding A Moderator To
Audit Committee Characteristics And Earnings Management Of Listed Conglomerate
Firms In Nigeria.” Scholedge International Journal of Business Policy & Governance 4
(10): 98-115. https://doi.org/10.19085 /journal.sijbpg041001.

Wang, Xiaoyan. 2020. “Study on the Abuse of Control Right by the Controlling Shareholders of
State-Owned Enterprises in China.” In 2020 International Conference on Big Data
Application & Economic Management (ICBDEM 2020). Francis Academic Press.
https://doi.org/10.25236/icbdem.2020.015.

Yeo, Gillian H.H., Patricia M.S. Tan, Kim Wai Ho, and Sheng-Syan Chen. 2002. “Corporate
Ownership Structure and the Informativeness of Earnings.” Journal of Business Finance
& Accounting 29 (7-8): 1023-46. https://doi.org/10.1111/1468-5957.00460.

Zhong, Ke, Donald W Gribbin, and Xiaofan Zheng. 2007. “The Effect of Monitoring by Outside
Blockholders on Earnings Management.” Quarterly Journal of Business and Economics
46 (1): 37-60. https://www.researchgate.net/publication/261895089.

T3~ [®] pISSN 2549-3086 "
%5728 eISSN 2657-1676
kLo w https://ejournal.isnjbengkalis.ac.id/index.php/jas



http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.isnjbengkalis.ac.id/index.php/jas

