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Preface 

 
Dear Distinguished Delegates and Guests, 
 
The Conference Committee warmly welcomes our distinguished delegates and guests to the 2015 
International Conference on Management, Finance and Entrepreneurship (ICMFE-2015) held on April 11-
12 in Medan, Indonesia. 
 
ICMFE-2015 is organized by International Foundation for Research and Development (IFRD). The 
conference is aimed at discussing with all of you the wide range of problems encountered in present and 
future issues in economies and Societies. ICESS-2015 is organized in collaboration with Universitas Islam 
Sumatera Utara, Medan, Indonesia, Yildirim Beyazit University, Turkey, Shinawatra International 
University, Thailand, PERTRE ANDERI of IASI, Romania and National Academy of Management, 
Ukraine where researchers from around the world presented their work. The conference committee is 
itself quite diverse and truly international, with membership around the world.  
 
Proceeding records the fully refereed papers presented at the conference. Main conference themes and 
tracks are Management, Finance and Entrepreneurship. Conference aims to bring together researchers, 
scientists, engineers and practitioners to exchange and share their experiences, new ideas and research 
results about all aspects of the main conference themes and tracks and discuss the practical challenges 
encountered and the solutions adopted. The main goal of the event is to provide a scientific forum for 
exchange of new ideas in a number of fields that interact in depth through discussions with their peers 
from around the world.  
 
Conference has solicited and gathered technical research submission related to all aspects of major 
conference themes and tracks. All the submitted papers have been peer reviewed by the reviewers drawn 
from the scientific committee, external reviewers and editorial board depending on the subject matter of 
the paper. Reviewing and initial selection were undertaken electronically. After the rigorous peer-review 
process, the submitted papers were selected based on originality, significance, and clarity for the purpose 
of the conference. Conference program is extremely rich, featuring high-impact presentations. The high 
quality of the program guaranteed by the presence of an unparalleled number of internationally 
recognized top experts. Conference will therefore be a unique event, where attendees will be able to 
appreciate the latest results in their field of expertise, and to acquire additional knowledge in other fields. 
The program has been strutted to favor interactions among attendees coming from many diverse 
horizons, scientifically, geographically, from academia and from industry.  
 
We would like to thank the program chairs, organization staff, and members of the program committee 
for their work. We are grateful to all those who have contributed to the success of ICMFE-2015 especially 
our partners. We hope that all participants and other interested readers benefit scientifically from the 
proceedings and find it stimulating in the process. Finally, we would like to wish you success in your 
technical presentations and social networking. 
 
We hope you have a unique, rewarding and enjoyable time at ICMFE-2015 in Medan.  
   
With our warmest regards, 
  
Conference Committee 
April 11–12, 2015 
Medan, Indonesia. 
 

 

 

 

 



Proceedings of 4
th
 International Conference on Management, Finance & Entrepreneurship 

(ICMFE-2015) 

 

iii 
 

ICMFE-2015 

 

Conference Committee 

    
Conference Chair 
 
Jumino Suhadi, Ph. D., Universitas Islam Sumatera Utara, Medan, Indonesia 
 
Conference Co Chair 
 
Dileep Kumar, M., Ph. D., University Utara Malaysia, Malaysia 
 
Conference Convener 
 
Dra. Hj. Hasrita, M.Pd. Ph. D., Universitas Islam Sumatera Utara, Medan, Indonesia       
 
Members 

 
Sisira R. N. Colombage, Ph. D., Monash University, Victoria, Australia  

 John C. Walsh, Ph. D., Shinawatra International University, Bangkok, Thailand  

 Nek Kamal Yeop Yunus, Ph. D., Univerisiti Pendidikan Sultan Idris , Perak, Malaysia  

 Alexandru Trifu, Ph. D., University, Petre Andrei, Iasi, Romania  

 Izah Mohd Tahir, Ph. D., University Sultan Zainal Abidin, Terengganu, Malaysia  

 Rishidaw Balkaran, Ph. D., Durban University of Technology, South Africa  

 Hamdan Said, Ph. D., Universiti Teknologi Malaysia, Johor Bahru Johor, Malaysia  

 Johan de Jager, Ph. D., Tshwane University of Technology, South Africa  

 Somnath Sen, Ph. D., University of Birmingham, United Kingdom  

 Chux Gervase Iwu, Ph. D., Cape Peninsula University of Technology, South Africa  

 Chandana Prasad Withana, Ph. D., Charles Sturt University, Sydney, Australia  

 Susantha Herath, Ph. D., St. Cloud State University, USA  

 Wei-Bin Zhang, Ph. D., Ritsumeikan Asia Pacific University, Japan  

 Katalin Jackel, Ph. D., Budapest Business School, Budapest, Hungary  

 R K Uppal, Ph. D., DAV College, Punjab, India  

 M. Saman Dassanayake, Ph. D., University of Colombo, Colombo, Sri Lanka  

 Ayhan Kapusuzoglu, Ph. D., Yildirim Beyazit University, Turkey  

 Ahasanul Haque, Ph. D., International Islamic University Malaysia (IIUM), Malaysia  

 Boubker Sbihi, Ph. D., I-shcool ESI, Rabat, Morocco  

 Pratibha Samson Gaikwad, Ph. D, Shivaji University of Pune, India 

 

 

 

 

 

 

 

 

 



Proceedings of 4
th
 International Conference on Management, Finance & Entrepreneurship 

(ICMFE-2015) 

 

iv 
 

International Conference on Managemnt, Finance & 
Entrepreneurship (ICMFE-2015) 

 
 

 
Table of Contents 

Description Pages 
Preface ii 
Conference Committee iii 
Table of Contents iv 
Papers vi 
Developing Islamic City through Network-of-Mosque (NoM), Abdul Rahman Ahmad Dahlan, 
Ammar Ihsan Nasution, Muhammad Iqbal Husaini,  Mohamed Hassan Ahmed 

1 

The Influence of Job Market Factorsand Parentalinfluence towards Accounting Students in 
Becoming Professional Accountants in Indonesia, Vina Arnita 

15 

Using the Social Network for Business Sustainability: Examining Start-up SME Firms in 
Malaysia, Ehsan Fansuree Surin, Ismail Ab. Wahab, Mohd. Hazman Fitri Hussin, Mohd Najib 
Saad, Mior Harris Mior Harun 

19 

Weekend Effect of Stock Returns in Indonesia: The UnconditonalMethod and the Conditional 
Method, Ika Pratiwi Simbolon 

29 

World Oil Price Movement And Stock Return on Some Capital Markets in Southeast Asia, 
Hersugondo, Robiyanto, Harjum Muharram 

38 

The Examination of Day of the Week Effect and Turn-of-Month Effect in Indonesian Stock 
Exchange using Garch Approach, Hersugondo, Robiyanto, Irene Rini D. P. 

43 

Minimalizing Agency Costs through Bonding Mechanism, Maya Indriastuti, Chrisna Suhendi 50 
Fat to Fit – an Asian Obesity Management Program and the Malaysian Case Study, Dee Dee A. 
SALLE, Yii Bonn BONG, Abdul Majid MOHAMED, Asma Ahmad SHARIFF, Amir Feisal MERICAN 

54 

Entrepreneurship Education in Sports: Issues and Challenges, Payam Ansari, Solha Husin 60 
Analyze on the Influence of Financing Risk, Capital Adequacy and Financing to Deposit Ratio to 
Profitability Islamic Bank in Indonesia, Osmad Muthaher, Sri Dewi Wahyundaru 

67 

The Effect of Characteristics and Behavior, Socialization and Perception, and Financing System 
of SMEs on Financing Distribution of Islamic Banking, Sri Dewi Wahyundaru, Osmad Muthaher 

78 

Role of Commitment in the Relationship between Islamic Leadership and Islamic Work Ethic 
on Employee Performance, Heru Sulistyo 

83 

Fraudulent Financial Statement (Factors Analysis), Imam Setijawan, Yulfarida Listyo Pertiwi 90 
Acceptance Analysis of Smart Transport Application Using Technology Acceptance Model 
Approach, Zuniati Hasiholan Sinaga, Ratih Hendayani 

98 

Dampak Tekanan Organisasional Terhadap Stres Kerja Pada Perawat Rumah Sakit Islam (RSI) 
Di Kota Semarang, Ardian Adhiatma, Yuka Windyaningtyas 

105 

Environmental Management Practices in Small Batik Industry in Kelantan, Malaysia, Mohd Rafi 
Yaacob, Nur Faizah Mat Zain, Mohd Nazri Zakaria, Muhammad Ismail 

117 

Individual Psychology as Component of Entrepreneurial Process: The Cognitive Perspective 
Contribution of the New Venture Creation among E-Commerce Entrepreneurs, Ahmad 
Firdause Bin MdFadzil, Mohd Rafi Bin Yaacob, MohdNazri bin Muhayiddin 

125 

The weak of control systems result in the emergence of a number of problems within the 
organization, Muhammad Jafar Shodiq 

133 

Factors Influencing Trends Against Fraud (Fraud): Employee Perceptions of District Kendal, 
Dedi Rusdi, Zulmina Kumalasari 

134 

Determinant Factors of Cooperative Capital Structure in Financial Perspective, Sugiyanto 144 
How to Promote Franchisee Endurance in the Franchise System based on Entrepreneurial 
Orientation, Erlinda 

153 

Independent Value Creation: Concept, Activities and Implications, Yudi Sutarso 161 
Model of Improvement Operational Performance Based on Quality Management, Creativity 
Innovation, Imitating and Role of Strategic Human Resources, Marno Nugroho 

170 

Improving New Product Performance through Market Intelligence Quality, Customer 179 



Proceedings of 4
th
 International Conference on Management, Finance & Entrepreneurship 

(ICMFE-2015) 

 

v 
 

Interaction Capabilities and Customer-Centric Commitment on Indonesia Micro Retail 
Fashions, Hendar, Tatiek Nurhayati 
Aggregate Economic Forces and Malaysian Equity Market: Equilibrium Time-Series Approach, 
Mohamed Ibrahim Mugableh 

192 

Pengaruh Right Issue Terhadap Kinerja Keuangan Pada Perusahaan Terbuka Sektor 
Perbankan Di Indonesia, Oleh, Ibnu Khajar 

199 

Female Fertility and Labour Force Participation for Asean-5: A Dynamic Heterogenous Panel 
Analysis, Thirunaukarasu Subramaniam, Nanthakumar Loganathan, Mazlan Majid 

209 

Corporate Social Responsibility and Airline Performance, Teguh I. Maulana 210 
The Influence of Money Perception toward Unethical Behavior of Employee (A Study at the 
Supreme Court in Southeast Sulawesi), Moh. Ali Shahab, Ismanto 

224 

Improving Entrepreneurs Capability Models of the Creative Industry Through The Triple Helix 
and Anticipatory Learning, Tatiek Nurhayati, Mulyana 

233 

Change Management in the Higher Education Landscape:  A Case of the Transition Process at a 
South African University, Renitha Rampersad, Vaneshree Govender 

242 

The Influence of Audit Committee Efektivity toward Earning Management Practices, Dista 
Amalia Arifah, Wahyu Agung Isriyani 

243 

The Improvement of Organizational Citizenship Behavior (OCB) Affected By Transactional 
Leadership Style, Abdul Hakim, Asnur 

249 

Entrepreneurial and Relationship Marketing toward Innovation and the Impact on Business 
Performance on Small Industries of Wearing Apparel in West Java, Sambudi Hamali, Yuyus 
Suryana, Nury Effendi, Yudi Azis 

259 

Credit Risk Influence on Systemic Risk in Indonesia Banking System, Alfiana, Erni Tisnawati 
Sule, Sutisna, Dian Masyita 

267 

Perception and Expectation of Marketing Mix on Customer Satisfaction and Confidence in 
Consumer Finance Branch Mandala Multifinance Poleang, Shouteast Sulawesi Province, 
Wuryanti K., Usman Nur U. 

275 

The Relationship between Environmental Management, Environmental Performance, and 
Company Performance at Small-Medium Enterprises, Budhi Cahyono 

283 

Entrepreneurial and Market Orientation towards Innovation and Marketing Mix Strategy, and 
their Impact on Business Performance on the Florist Business in Dki Jakarta Province, Cecep 
Hidayat, Yuyus Suryana, Faisal Afiff, M. Fani Cahyandito 

291 

Improvement of Human Resources Performance through Empowering Leadership, Intrinsic 
Motivation, Training and Employee Wellbeing, Mutamimah dan Haryana 

292 

Effect of Islamic Based Leadership Style to Motivate Creativity of Syariah Bank Employee, 
Muhammad Tafsir, Roziana Bt Shaari, Azlineer Bt Sarip 

293 

Analysis the Effectiveness of Cocoa Distribution Channel in the Province of Aceh, Indonesia, 
Syafruddin Chan, Rulfah M Daud, Fauziah Aida Fitrie 

294 

The Role of Marketing Environment Audit in Marketing Performance through  Index Of 
Services Marketing Excellence (ISME) in Bandung Stars Hotel, Likewati W.O., Kartini, D., 
Ariawati, R., Sari D. 

303 

Financial Performance: Current Assets, Debt to Equity Ratio, Return on Assets, and Growth 
towards Dividend Payout Ratio, LeniSusanti 

304 

A Conceptual Model of Resonant Leadership, Dian Alfia Purwandari 315 
The Impact of Consumer Animosity and Consumer Ethnocentrism on Intention to Purchase 
Foreign Products: The Case of Chinese Branded Household Appliances in Vietnamese Market, 
Nguyen ThiHuongGiang, Nguyen DinhKhoi 

320 

The Benefits of Financial Ratios’ as the Indicators of Future Bankruptcy on the Economic 
Crisis, Setia Mulyawan 

334 

Neoclassical Growth Model: Application to the Analysis of Human Capital For Regional 
Development, Aulia A.  Abdhy 

342 

The Role of External and Internal Factors in the Accuracy of Predicting Financial Distress, 
Pramudena Marti Sri 

343 

Knowledge Management System Role in Stock Investment Behaviour, Didi Sundiman, Ali 
Kesuma 

350 

 
 



Proceedings of 4
th
 International Conference on Management, Finance & Entrepreneurship 

(ICMFE-2015) 

 

vi 
 

International Conference on Management, Finance & 
Entrepreneurship (ICMFE-2015) 

 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

PAPERS 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 
 

 

 
 
 
 



Proceedings of 4
th
 International Conference on Management, Finance & Entrepreneurship 

(ICMFE-2015) 

 

90 
 

Fraudulent Financial Statement (Factors Analysis) 
 

Imam Setijawan, Yulfarida Listyo Pertiwi 
Sultan Agung Islamic University 

galih90@yahoo.com 
 
Abstract: The purpose of this study is to analyze the factors that influence the fraudulent financial 
statement on manufactures  company in indonesia. The independent variables  which used are audit 
quality as measured by audit size (Public Accounting Firm big four and non big four) and financial 
distress as measure by Z score Zmizewzky model, while the dependent variabel which used is fraudulent 
financial statement as measured by F score model. As population in this study is manufacturing 
companies which were listing on the indonesia stock exchange between 2010-2012 period. Sampling was 
conducted with a purposive sampling method and there were 61 as sample of the manufactures 
companies, so that there were 183 observations. The method of analyzes which used is multiple linear 
regression. Based on the result of the study show that audit quality as measure a Public Accounting Firm  
big four have the negative effect on fraudulent financial statement, while financial distress have the 
positive effect on fraudulent financial statement. 
 
Keywords: fraudulent financial statement, audit quality, financial distress, F score 

 
1. Introduction  
 
Nowadays, many illegal cases are published and it indicates the seriousness of fraud occurring in financial 
statement. One of the fraudulences that exist in Indonesia happens at PT Kimia Farma Tbk in which its 
financial statements is audited on December 31, 2001 by Hans Tuanakotta and Mustafa (HTM), and based 
on the indications made by the Ministry of BUMN and BAPEPAM (2002), it shows that the management of 
Kimia Farma is reported to have a net profit of Rp. 132 billion. Unfortunately, this net income is 
considered to be too high and indicated to possess elements of manipulation. Having held a re-audit on 
October, 03, 2002, the financial statement of Kimia Farma of 2001 is restated because it is found a very 
basic mistake in its financial report in which it only reports profit of Rp. 99.56 billion or lower than 
Rp32.6 billion or USD 24.7 billion from the beginning of the report. In addition, another case that shocked 
the world is conducted by Enron. The company suffers a loss and bankrupt of US $ 50 billion. Enron is 
suspected of practicing window dressing because management of Enron inflates (mark-up) its income of 
US $ 600 million and hide their debt by using off-balance amount of US $ 1.2 billion. The scandal has 
scratched the image of accounting profession. The cases presented are the result of Fraudulent Financial 
Statement practices.  
 
According to Yustitia and Tarmidzi (2012) Fraudulent Financial Statement is a behavior of entity actors 
which is done intentionally, whether by action or omission, which results in financial statements bias. 
When a financial report contains elements of fraud, it can lead to the fall of the integrity of information in 
the financial statements (Ansar, 2011). According to Rezaee (2002), in the last period, the fraudulent 
financial statement has increased substantially due to the weak controls over financial reporting. 
Essentially, the financial report is a guide of stakeholders to make decisions related to the economic 
condition (Ghazali and Chariri, 2007). The financial statements must be presented fairly in accordance 
with generally accepted acounting principles (GAAP/PABU). According to FASB in Tjun Tjun., Et al 
(2012), there are two important characteristics that must be presented in the financial statements, they 
are relevance and reliability. The financial statements will lose its relevance and reliability when the 
financial statements presented have misstatement that would lead to a fraud (Aulia, 2013). In the fraud 
triangle theory developed by Cressey in Skousen (2009) and introduced in the Professional Literature on 
SAS 99 about Consideration of Fraud in a Financial Statement Audit, to detect the fraudulent financial 
statements, there are three conditions that must be paid attention on it, they are the pressure, opportunity  
and rationalization. Referring to the research conducted by Rahmawati (2013) which states that 
rationalization factor in the fraud triangle theory is so difficult to study, so that, the rationalization factor 
is not used in this research, it will only use the aspect of opportunities and pressures.  
 
The first variable is taken from the opportunity factor of fraud triangle theory. This research uses the 
variables of audit quality that is reflected in the use of services by the big four and non-big four Public 
Accounting Firms (PAF/KAP). The audit quality is categorized as an opportunity factor of fraud Triangle 
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theory. According to research conducted by Yustitia and Tarmidzi (2012) which is in line with the Gerayli 
(2009), it states that companies that use the services of the big four have low level of fraud if compared 
with those who use non big four. Therefore, auditors of the big four PAF are considered to be able to limit 
fraud. The second variable is the financial distress. According to plat and plat (2002), financial distress is a 
condition where the company is experiencing financial difficulties to fulfill its obligations. According to 
the study by Ansar (2011), in the fraud triangle theory, financial distress is categorized as pressure, 
because theoretically when entity actors are confronted with the current state of the company which is 
suffering any financial distress, such entities will attempt to commit fraud in the financial statements in 
order to make it more favorable than the original one. The theory is supported by research conducted by 
Hansan et al (2006), Carcello and Nagy (2004) which states that the higher the financial distress 
experienced by a company is, the higher the likelihood of fraudulent financial statements in an enterprise 
will be.  
 
In this study, financial distress is measured by a Z score proxy of Zmejewski models which is referred to 
the research conducted by Ansar (2011). In addition, the audit quality is proxified by big four and non-big 
four PAF by using dummy variables. Moreover, the fraudulent financial statements can be measured by 
various methods such as F score which is used as a proxy to oversee the presence of fraudulent financial 
statement. Actually, the F-Score is developed by Dechow in 2007, yet, this F-Score method has not been 
widely developed in Indonesia. In addition, the use of F-Score is used to predict the existence of fraud 
early in the financial statements. This research refers to the research conducted by Yustitia and Tarmidzi 
(2012) which states that the quality of the financial statements audited by the big four PAF is more 
eligible than audited by the non big four ones. The difference of this research with the previous one is on 
the use of financial distress and the techniques of analysis used. Although cases of fraud in the accounting 
world often occur, in Indonesia itself, the cases of fraud never stop to be discussed (Wilopo, 2006). In 
addition, in Indonesia, there is still less investigation of fraud by using the F-Score models, so, it becomes 
opportunity for the researcher to provide an overview for stakeholders, especially investors in decision 
making process.  

 
Theoretical Framework and Development of Hypotheses  
 
The effect of quality audit toward the fraudulent financial statement: Good financial statements are 
the financial statements which do not contain misstatements material, as well as relevant and reliable if 
disclosed to the public. Theoretically, companies with good financial statements are considered to use the 
services of a qualified public accounting services, because the better the quality of the audit of the 
financial statements is, the lower the level of fraud will be. According to Yustitia and Tarmizi (2012), the 
level of risk of fraudulent financial statement in the company which uses the non-big four POF is greater 
than the big four ones, because the big four apply high standard criteria in auditing financial statements. 
In other words, if companies use the services of the big four, the trend of the company to commit fraud 
against the financial statements will decrease when compared to those who use the services of non big 
four. Moreover, this research is in line with the research conducted by De Angelo (1981) in Yustitia and 
Tarmizi (2012) which analyze the correlation of audit quality and the size of the audit. The result 
concludes that the large-scale auditors (Big four) are better than the small ones (non-Big four) because 
the Big four have more technical ability to find fraud in client accounting system as they have more 
extensive experience and high reputation if compared with non-Big Four. From the explanation above, the 
hypothesis is formulated as follows:  
H1: Quality audit with a proxy of the big four PAF has negative effect on the occurrence of 
fraudulent financial statement.  
 
The effect of financial distress on the fraudulent financial statement: According to Platt and Platt 
(2002), financial distress is a condition in which companies are not good in financial condition or are in 
crisis that results in companies struggle to meet its obligations. According to research conducted by Ansar 
(2011), based on the theory of fraud triangle, financial distress or financial difficulties can be categorized 
as pressure (pressure) faced by business entities related to businesses. Theoretically, if a company is 
experiencing financial distress, then the company will tend to make financial statements to look more 
favorable and stable, and the circumstances will motivate the management to commit fraud over financial 
report. According to research conducted by Hasnan, et al (2006) which is in line with research conducted 
by Carcello and Nagy (2004) in Subroto (2012), it states that financial distress positively influences fraud, 
because the higher the existing financial distress in a company is, the higher the likelihood of fraud in the 
financial statements will be. Based on the explanations above, the hypothesis is formulated as follows:  
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H2: financial distress positively affects the occurrence of fraudulent financial statement. 
 
2. Methodology  
 
Population and Sample: The population in this study is the financial report of companies listed in 
Indonesia Stock Exchange in 2010 - 2012. The sampling method used in this research is purposive 
sampling method (IDX 2010-2012). In purposive sampling, sampling is done with the aim of existing and 
already planned beforehand. The criteria for the sample used in the research are:  

1. Manufacturing company which is listed on the Indonesia Stock Exchange (IDX) during the period of 
2010 to 2012 and presents its financial statements in company website or IDX website and present 
a complete financial statement data for the entire year of observation.  

2. Companies that are not delisted and do not change their PAF during the observation period, in 
other words during the years 2010 - 2012 the company do not change the use of the financial 
statement audit services from the big four to non big four or vice versa.  

 
Types and Sources of Data: Data used in this research are secondary data obtained from the website of 
the Stock Exchange (www.idx.co.id) in the period of 2010-2012. In addition, the data obtained from 
various journals published and used as reference are related with the problem in this study, the data are 
also sourced from auditing books and other supporting books.  

 
Operational Definition and Measurement of Variables: There are two variables, they are the 
independent and the dependent, the dependent variable is fraudulent financial statements (Y) and the 
independent variables consist of audit quality (X1) and financial difficulties (financial distress) (X2)  

 
Dependent Variables: Definition of Fraudulent Financial Statement by the Association of Certified Fraud 
Examiners (ACFE) in Rezaee (2002) is:  

"The intentional, deliberate, misstatement, or omission of material facts, or accounting data is the 
which is misleading and, when Considered with all the information made available, would case the reader to 
change or alter his or her judgment or decision."  
 
The Regression Measurement of fraudulent financial statements uses F SCORE proxy. The F SCORE is 
developed by Dechow (2008) and Skousen et.al (2009) in Sukrisnadi (2010). Clearly, it can be presented 
as follows:  
F-Score = Predicted probability / unconditional probability 
Predicted probability = e(PredictedValue) / (1+ e(PredictedValue)) 
PredictedValue = a + α1RSST accrual + α2ch_rec + α3ch_inv + α4ch_er + α5ch_cs + α6ch_roa + α7issue. 
Unconditional probability = 0.0037 
 
The formula of predicted value is as follows: 
RSST Accrual = (ΔWC + ΔNCO + ΔFIN) / Average Total Assets 
WC = (Current Assets – Cash and Short term Investments) – (Current Liabilities – Debt in Current Liabilities) 
NCO = (Total Assets – Current Assets – Investment and Advances) – (Total Liabilities – Current Liabilities – 
Long Term Debt) 
FIN = (Short Term Investments + Long Term Investments) – (Long Term Debt + Debt in Current Liabilities + 
Preferred Stock) 
ATS = (Beginning total assets + end total assets) / 2 
Change in receivable: Δ Receivable / Average total Assets 
Change in inventory: Δ Inventory / Average total Assets 
Change in cash sales: [(Δ Sales / sales (t)) – (Δ Receivable / receivable (t))] 
Change in earnings :[( Earnings (t) / Average total Assets (t)) – (Earnings (t-1) /Average total assets (t-
1))]  
Change in ROA = change in return on assets  
Issue = variable indicating whether the company issues securities in that period.  
 
Independent Variable  
 
Quality Audit: De Angelo (1981) in Yustitia and Tarmidzi (2012) defines quality audit as a probability in 
which an auditor discovers and reports on the existence of a fraud in its audit accounting system, audit 
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quality here is measured by a dummy variable with the number of 0 for company of non big four users and 
the number 1 for the company of big four users.  

 
Financial Distress (financial difficulties): Platt and Platt (2002) define financial distress as a condition 
in which financial companies are not in good condition or are in crisis. Financial distress cannot be 
directly calculated but using a proxy Z score, where Z score models Zmijewski, because the Z score can be 
used to detect bankruptcy appropriately (Komang and Lely 2014). The formula is as follows:  

ZFC = - 4.3 – 4.5 X1 + 5.7 X2- 0.0043 X3 
X1 = ROA (net income/total assets)  
X2 = LEVERAGE (Rate Debt/Total Assets)  
X3 = liquidity (Current Assets / Current liabilities)  
 

Data Analysis Method: The analysis technique used for this study is multiple regression analysis with 
the following equation: 

Fraud: β0 + β1PAF + β2 financial distress + ε  
 

3. Findings  
 
Descriptive Statistics: In this study, qualitative data is analyzed by the elaboration of the descriptive 
statistics of the variables of research. The purpose of this test is to measure descriptive statistics (mean, 
maximum, minimum, and standard deviation) of all variables used in this research. Under Annex 1, the 
minimum value of financial distress condition variables of company is -5.2290, while the maximum value 
of the ZFC ratio is equal to 0.1263 with average value (mean) of -2.2715, the average negative value 
indicates that the company does not have the potential of bankruptcy while standard deviation is 1.1573. 
Fraud variables measured by F-score of the whole sample during the study shows a minimum value of 
0.0556, while the maximum value of F score is equal to 5.5280. the average value of F score is equal to 
0.2703, the low average value of the F-score shows little acts of fraud committed by the sampled 
companies. From these results, it can be concluded that the distribution of data variable of financial 
distress and fraudulent is quite good. Meanwhile, the audit quality as measured from the big four or non 
Big Four PAF of the sampled companies indicate that as many as 94 companies or 49.18% of the company 
sample is audited by the Big Four and the rest is audited by non-Big Four Public Accounting Firms.  

 
Data Analysis  
 
Classical Assumption Test: Classical assumption test aims to determine whether the regression model 
obtained can produce a good linear estimator prior to testing the hypothesis by using multiple regression 
analysis.  

 
Multiple Linear Regression Testing: A statistical calculation in multiple linear regression analysis in 
this research is assissted by SPSS for Windows version 16. The use of multiple linear regression equation 
is to test the effect of independent variables (quality audits and financial distress) on the dependent 
variable (fraudulent financial statement)  

 
Tabel 1: Result of Multiple Linear Regression Testing 

 
 

 
 
 
 
 
 
 

Fraud = 0.236 + 0.018 PAF+ 0.013 ZFC + e  
 

Discussion 
 
The Effect of Audit Quality on the Occurance of Fraudulent Financial Statement: Hipothesis 1 states 
that auditor quality which is reflected from the size of the big four Public Accounting Firms has no effect 

Model 

Unstandardized 
Coefficients 

Standardize
d 
Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) .236 .0122  19.628 .000 

KAP .018 .011 .127 1.645 .102 

ZFC .013 .005 .217 2.806 .006 
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on the occurance of fraudulent financial statement. Based on the data analysis, the hypothesis is not 
supported. The result of linear multiple regression on the table shows that the size of Public Accounting 
Firms (big four)has significance higher than 0.05. This variable significance level of the size of big four 
Public Accounting Firms which is higher than 0.05, means that the size of big  four Public Accounting 
Firms has no effect on the possibility of occuring fraudulent financial statement. This result is in line with 
Wisnu’s research (2013) which states that either big four auditor or non big four auditor who has audited 
financial report, has no significant different from one to another on their financial report.The financial 
report audited by the big four auditor, does not guarrantee that the result is better than those audited by 
non big four auditor. Another reason is proposed by Veronica (2005) in Luhgianto (2010) which states 
that the quality of audit which is projected with the size of PAF of either big four or non big four, is unable 
to limit the occurance of fraud. This is becuase the management still wants to show good performance to 
those who want to be their investors. However, this study does  not meet the theory which states that the 
big four PAF is able to decrease the occurance of fraud,and not in line with the research conducted by 
Yustitia andTarmidzi (2012) which state that audit quality reflected by the use of the big four PAF will 
decrease the presence of fraud than those who use the non big four PAF. Only a few of enterprises in 
Indonesia does use big public accounting firms like KPMG, Ernst and Young, PWC, and Deloitte. This is 
due to the ability of enterprise in paying the fee of audit service conducted. The service of Public 
Accounting Firms of big four is used by big companies in order to keep their image on people’s opinion of 
good and competent audit used by them. The result of this study finds out that the enterprises audited by 
the Big four PAF has an increase rate of fraud.This means that the image of Big four PAF in Indonesia is 
lack of ability to detect early accounting fraud done by management. 

 
The effect of Financial Distress on the Occurance of Fraudulent Financial Statement: Hypothesis 2 
states that Financial Distress has positive effect on the occurrence of Fraudulent Financial Statement. 
Based on the data analysis, the hypothesis is supported. The result of regression on the table shows that 
Financial Distress ZFC has significant value of 0.006. This significant value is smaller than 0.05 which 
means that there is inability of company in meeting their obligations and their continuously loss 
condition. Such kind of loss pressures management because they are considered to be unable to carry out 
their duties. The pressure has effected much enough on their career in maintaining financial. By this, it is 
proven that the higher financial distress occured in a particular company is, the higher the fraud (AICPA) 
indicated to them will be. The result of the research above is in line with the research conducted by 
Hasnan et.al (2006) which states that Financial Distress has possitive effect on Fraudulent Financial 
Statement. This also meets the research conducted by Kinney dan McDaniel in Ansar (2011) which stated 
that financial report which is stated false is correlated to companies who are in a Financial Distress, and 
the management who know that the enterprise is in their way to get down, will motivate their employers 
to do unethically by making up the content of financial report which has been made before. In other 
words, Financial Distress has possitive effect on Fraudulent Financial Statement. 
 
4. Conclusion, Limitations and Suggestions 
 
This study is conducted to find empirical evidence on factors which can affect Fraudulent Financial 
Statement, consisiting of PAF and Financial Distress.  Based on the discussion of tested hypotheses, it can 
be inferred that the effects of the independent varible in this study can be concluded as follows: 

a. Based on the result of hypothesis 1 test, it is proven that PAF variable has no significant effect on 
the occurrence of Fraudulent Financial Statement. So, the hypothesis 1 (H1) is not supported. 

b. Based on the result of hypothesis 2 test, it is proven that Financial Distress variable has significant 
possitive effect on the occurance of Fraudulent Financial Statement. So, Hypothesis 2 (H2) is 
supported. 

 
Limitations of the research: This research has some limitations as follows: 

a. This research is conducted in a short period. The period is only 3 years of observation. Thus, this 
research can not give a maximum result. Beside, this research only uses manufacturing companies, 
so that, it has no variation and the result can not give a comparison of Fraudulent Financial 
Statement occured.  

b. This research uses a few number of sample, so that, it is used SPSS. Beside that, this research only 
has two variables, so that it is lack to give description of externals and internals who are in charge 
of this to take decision on any economic policy. 

 
Suggestions: Based on the discussion of data analysis, it is suggested that: 
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a. Further research is suggested to add research period so that the sample of research which will be 
employed is bigger and widen the field of subject so that it will be not only on manufacturing 
company but also other sector such as bank, as a result, it will give information about fraud clearly. 

b. If the further research uses a huge sample, so SAS can be used to test the hypotheses proposed. 
Further researcher can add and change independent variables which have effect on fraud such as 
profitability, leverage etc. 
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APPENDICES 
 
Appendix 1: Result of  Descriptive Statistic  1 

 N Minimum Maximum Mean Std. Deviation 

ZFC 183 -5.2290 0.1263 -2.2715 1.1573 

Fraud 183 0.0556 5.5280 0.2703 0.4130 

Valid N (listwise) 183     

Source : tabulation of secondary data, 2014 
 
Appendix 2: Result of  Descriptive Statistic  2 
 
Auditor’s Quality 

Keterangan Jumlah Persentase 

Non Big 4 93 50,82 

Big 4 90 49.18 
Total 183 100,0 

   Source : tabulation of secondary data, 2014 
 
Appendix 3 
 
Research framework 

Independen            dependen 
 
 
 
 
 
 
 
 
 
 
Appendix 4 : Normality test   
 

One-Sample Kolmogorov-Smirnov Test 

  Unstandardized Residual 

N 170 

Normal Parametersa Mean .0000000 

Std. Deviation .06898947 

Most Extreme Differences Absolute .095 

Positive .095 

Negative -.042 

Kolmogorov-Smirnov Z 1.243 

Asymp. Sig. (2-tailed) .091 

a. Test distribution is Normal. 
Source : tabulation of secondary data, 2014 
 
Appendix 5 : Multicolinierity Test 

Variabel Tolerance VIF 

KAP 0.951 1.052 

ZFC 0.951 1.052 

     Source : tabulation of secondary data, 2014 
Appendix 6  :  Autocorrelation test 

Fraudulent financial 

statement 

 

KUALITAS AUDIT 

FINANCIAL DISTRESS 
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Model Durbin-Watson 

1 2.111 

 
Appendix 7 : Heteroskedasticity test  

 
Appendix  8. : F-Test  

ANOVAb 

 

Model Sum of Squares Df 
Mean 
Square F Sig. 

1 Regression .043 2 .022 4.488 .013a 

Residual .804 167 .005   

Total .848 169    

a. Predictors: (Constant), ZFC, KAP    

b. Dependent Variable: Fraud 
 
Appendix 9 :  Result of  Coefisien of 
Determination 

Model Summaryb 

Model R R Square 
Adjusted R 
Square 

1 .226a .051 .040 

a. Predictors: (Constant), ZFC, KAP   

b. Dependent Variable: Fraud   

 
 
 

 
 
 
 

   

  
 
 
 
 
 


