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FACTORS AFFECTING INCOME SMOOTHING FOR 

MANUFACTURING COMPANY LISTED  

IN INDONESIAN STOCK EXCHANGE 

 

 

ABSTRACT 

Income smoothing is a form of earnings management that doing by manager to 

reduce fluctuations in earnings, so that the expected performance of the company 

will look nicer and investors will be easier to predict future earnings. This study 

aimed to determine empirically the effect of firm size, profitability, financial 

leverage, and stock prices to income smoothing. To profitability use two indicator 

are return on asset and net profit margin. Income smoothing can be measured by 

using an index Eckel to find a company that do perform income smoothing or not 

perform income smoothing. The sample used in this study is a manufacturing 

company listed on the Indonesian Stock Exchange during 2005 to 2010. The 

sample in this study using purposive sampling. The number of samples obtained 

by 31 companies. This study used multiple linear regression test. The results of 

this study indicate that firm size, profitability, financial leverage, and stock prices 

have no effect on income smoothing. 

 

Keywords : Income Smoothing, Firm Size, Profitability, and Eckel Index. 

 




