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ABSTRACT

This research aims to find out and analyze how much influence liquidity and company size have on the
profit quality of the pharmaceutical sector listed on the Indonesia Stock Exchange (BEI) in 2019 -
2022. The population in this research is 10 Pharmaceutical Sector Companies listed on the Indonesia
Stock Exchange (BEI) in 2019 - 2022. The sampling method in this research is the Non-Probability
Sampling method with a Purposive Sampling technique of 8 pharmaceutical companies with four
years of observation. and the data used is secondary data sourced from annual reports of
pharmaceutical companies via the website www.idx.co.id. The data analysis method used in this
research is the multiple linear regression analysis method. Partial results show that liquidity has a
significant negative effect on earnings quality. Company size has an insignificant negative effect on
Earnings Quality. The results with the F test show that Liquidity and Company Size simultaneously do
not have a simultaneous effect on Earnings Quality. Test Results The coefficient of determination
shown from the Adjust R-Square value is 16.4%. This means that 16.4% of the dependent variables are
Liquidity and Company Size while the remaining 83.6 is influenced by other variables outside of this
research model.

Keywords : Liquidity, Company Size, Profit Quality.

ABSTRAK
Penelitian ini bertujuan untuk mengetahui dan menganalisis seberapa besar pengaruh likuiditas dan
ukuran perusahaan terhadap kualitas laba pada sektor farmasi yang terdaftar di Bursa Efek Indonesia
(BEI) tahun 2019 - 2022. Populasi dalam penelitian ini adalah 10 Perusahaan Sektor Farmasi yang
terdaftar di Bursa Efek Indonesia (BEI) pada tahun 2019 - 2022. Metode pengambilan sampel dalam
penelitian ini adalah metode Non - Probability Sampling dengan teknik Purposive Sampling sebanyak
8 perusahaan farmasi dengan masa observasi selama empat tahun. dan data yang digunakan
merupakan data sekunder yang bersumber dari laporan tahunan perusahaan farmasi melalui website
www.idx.co.id. Metode analisis data yang digunakan dalam penelitian ini adalah metode analisis
regresi linier berganda. Hasil secara parsial menunjukkan bahwa likuiditas berpengaruh negatif
signifikan terhadap kualitas laba. Ukuran Perusahaan berpengaruh negatif tidak signifikan terhadap
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Kualitas Laba. Hasil dengan uji F menunjukkan bahwa Likuiditas dan Ukuran Perusahaan secara
simultan tidak mempunyai pengaruh secara simultan terhadap Kualitas Laba. Hasil Pengujian
Koefisien determinasi yang ditunjukkan dari nilai Adjust R - Square sebesar 16,4%. Artinya 16,4%
variabel terikatnya adalah Likuiditas dan Ukuran Perusahaan sedangkan sisanya sebesar 83,6%
dipengaruhi oleh variabel lain di luar model penelitian ini.

Kata Kunci : Likuiditas, Ukuran Perusahaan, Kualitas Laba

I. INTRODUCTION

The Indonesian economy in the current era of globalization presents challenges for companies
to attract investors. One of the determining factors that influences investor decisions is the level of
earnings quality. Earnings quality is important information because it can show a company's
performance and predict its success (Jennifer, 2023). Company information is presented in the form of
financial reports for each company. The company's financial performance can also indicate the quality
of earnings. Earnings quality not only shows how well the company's financial performance actually
is, but is also important to prevent management from getting inaccurate information (Dang, 2020). The
issue of honesty regarding profit information in a company will have an impact on the relationship of
trust given by investors.

The first factor, namely liquidity, can affect earnings quality. Liquidity is used to evaluate a
company's ability to fulfill its short - term responsibilities (Hasanuddin, 2021). A high level of
liquidity shows that the company is able to fulfill short-term obligations and generate large profits
(Vania & Trisnawati, 2022). In accordance with research conducted by (Safitri & Afriyenti, 2020),
(Amanda & NR, 2023), (Azizah &Asrori, 2022) stated that liquidity has a positive effect on earnings
quality, but this is different from the findings from (Marpaung, 2019), (Sejati, 2021) states that
liquidity has a negative effect on earnings quality.

The second factor that influences earnings quality is company size. Company size has a direct
relationship with earnings quality because greater business continuity is related to financial
performance (Safitri & Afriyenti, 2020). Company size is a scale to indicate the size of the company
(Telaumbanua & Purwaningsih, 2022). Larger companies will find it easier to get funding from
internal and external investors. According to (Zatira, Sifah & Erdawati, 2020), (Wijaya, 2020), (Sejati,
2021) that company size has a positive effect on earnings quality. However, according to (Yuliana &
Fauziah, 2022), (Azizah & Asrori, 2022), (Nugroho & Radyasa, 2020) that company size has a
negative effect on earnings quality.

Quality profits are profits that are presented according to reality. If the profit information
presented does not correspond to reality, it will result in the quality of the company's profits being low,
which can mislead investors in making investment decisions. Earnings quality is an assessment of the
earnings information presented by management in profit and loss. The quality of earnings information
is said to be good if profits are protected from earnings management. Profitable companies have
quality profits if financial report information describes business activities accurately (Subramanyam,
2017).

Financial reports are a communication medium that functions to connect interested parties to
the company. One of the main parameters in financial statements that serves to measure management
performance is profit. Submission of financial report information needs to be done to meet the needs
of external and internal parties who have little authority to obtain the information they need from
direct company sources. This information is expected to be useful in making decisions and serve as a
guide for stockholders and potential investors to determine their investment interests in the issuer's
shares.

Profit information also measures the success or failure of a business in achieving its set
operational goals. Creditors and investors use profits to evaluate management performance, predict
future profits and to estimate earnings power. From the perspective of investor decision making,
earnings information is really needed to know the quality of earnings so that they can obtain
information. Profit Quality is profit in financial reports that reflects actual profitability, so that
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investors, potential investors, financial analysts and other users of financial information must know
very well what the actual quality of profit is (Irawati, 2012)

Published profits can provide varying responses, this shows that there is a market reaction to
profit information. The reaction depends on the quality of the profits the company produces. Earnings
quality is indicated as the ability of earnings information to respond to the market. Profit in financial
reports provides very important information about the condition of the company, especially for those
who look at financial reports with the aim of making investment decisions. From the perspective of
investment decision making, earnings information is useful for investors to know the quality of
earnings so that they can make decisions regarding the investments they make with the information
they have obtained. Therefore, the quality of earnings is the main thing that investors, accounting
policy makers and the government pay attention to when determining their investment decisions.

Profits that do not show actual information about management performance can have an
impact on not maximizing the goals achieved by the report users. If profits like this are used by
investors to form the company's market value, then profits cannot explain the company's true market
value. For investors, profit is a form of consideration, so it is very important for an investor on the
stock exchange in determining the options available for each investment (Kharisma, 2020), profit is
considered the most significant information that can guide the decision-making process by interested
parties.

One of the goals of a business institution is to gain large profits. This profit is generally used
as an indicator by companies to measure the company's level of performance. Investors will feel more
encouraged to invest in business institutions that get a large level of profit every year compared to
getting a large level of profit every year when compared to getting a low level of income. In this study
we analyze business institutions that run their businesses in the pharmaceutical sector which are listed
on the Indonesian Stock Exchange.

Il. LITERATURE REVIEW

Liquidity is a ratio that measures a company's ability to pay short-term obligations or debts
that are immediately due when they are collected as a whole (Kasmir, 2019). Specifically, liquidity
reflects the availability of funds the company has to meet all maturing debts.

Creditors are usually very interested in information about short-term liquidity ratios, which
information they can use to assess an entity's ability to pay interest on time. An important liquidity
ratio is the current ratio, the availability of current assets to meet current liabilities. A more stringent
test of short-term liquidity, namely the acid-test ratio, uses only the most liquid current assets, short-
term investments and receivables. One additional piece of information that is useful in assessing
liquidity is the time frame required to convert receivables and inventory into cash.

Types of liquidity ratios
Understanding Current Ratio

The current ratio (Current Ratio) is the comparison between current assets and current debt of
a company. The current ratio is used to express the company's margin of safety towards short-term
creditors. If the ratio of current debt exceeds current assets (the current ratio shows a number below 1),
then the company is said to be having difficulty paying off its short - term debt. If the current ratio is
too high, then a company is said to be less efficient in managing its current assets.

Understanding the Quick Ratio (Acid Test Ratio)

The Quick Ratio (acid test ratio) is a ratio used to measure a company's ability to meet its
short-term obligations using the most liquid assets or assets that are closest to cash (quick assets).
What is included as a quick asset is a current asset that can be quickly converted into cash and is close
to its book value.

Understanding Cash Ratio

The cash ratio is a financial ratio that compares a company's cash and cash equivalents (such

as securities sold to create cash flow) with its current liabilities, such as short-term debt. This ratio
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focuses exclusively on short-term liabilities, for example debt and salaries of permanent employees. In
contrast, a company's long-term debt is generally designed to be repaid over many years.
Understanding Company Size

According to (Jogiyanto, 2013), company size can be measured using a scale that can be
divided into companies in various ways (total assets, log size, share market value, sales and so on).
This research uses a proxy size, namely the natural log of total assets.
Definition and Characteristics of Profit

Earnings Quality is information on company performance which is reflected in profit
information, profit and loss reports and other comprehensive income, which is important information
seen by investors in making decisions regarding investment or credit, and also information for
evaluating management performance in managing the company. Many companies try to achieve high
profits to meet investors' expectations so that they are rated well, which will have an impact on the
compensation they receive. Thus, companies have incentives to carry out earnings management in
order to achieve certain profit targets.
Kerangka Konseptual

H
4E: Company Size (Xy) —H:——h QUALITY OF PROFITS
¥)

Hs

Figure 1. Conceptual Framework

I1l. RESEARCH METHODS
Types of research

In accordance with the problem formulation and research objectives set out in this research,
this research is an associative approach that connects two or more variables(Simanjuntak et al., 2020);
(Situmorang& Simanjuntak, 2021) and (Simanjuntak et al., 2023). On the other hand, the relationship
between variables in this research is and is influenced(Situmorang & Simanjuntak, 2019) and
(Simanjuntak et al., 2023). From this it can be concluded that the type of research carried out in this
research is causal research.

Place and Time of Research

The data obtained comes from annual reports taken via the Indonesia Stock Exchange website
https://www.idx.co.id and from each banking company website concerned. The research time was
taken from annual financial report data from 2019-2023.

Operational Definition

The operational definition is providing understanding of a variable by specifying the activities
or actions that researchers need to measure or manipulate it (Sugiyono, 2018).

Earnings Quality (Y)

Earnings Quality is information on company performance which is reflected in profit
information, profit and loss reports and other comprehensive income, which is important information
seen by investors in making decisions regarding investment or credit, and also information for
evaluating management performance in managing the company.

EQ = BIT
Liquidity (X1)
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Liquidity is a ratio that measures a company's ability to pay short-term obligations or debts
that are immediately due when they are collected as a whole (Kasmir, 2019).
Current Aset

Current Ratio =

Current Liabilities

Company Size (X»)
According to (Jogiyanto, 2013), company size can be measured using a scale that can be
divided into companies in various ways (total assets, log size, share market value, sales and so on).
Company size (size) = Ln Total Assets.
Research Sample
1) Pharmaceutical Sector Companies registered on the IDX for the 2019 - 2022 Period.
2) Pharmaceutical Sector Companies that publish their financial reports for the 2019 - 2022 period.
3) Pharmaceutical Sector Companies that gain profits consecutively from 2019 - 2022.

Research Population
Table 1. Research Population

No Kode Nama Perusahaan

1. DVLA Darya — Varia LaborratoriumThbk
2. INAF Indo Farma (Persero) Thk

3. KAEF Kimia Farma (Persero) Thk

4. KLBF Kalbe Farma Thk

5. MERK Merck Indonesia Thk

6. PEHA PhorprrosThk PT

7. PYFA Pyridam Farma Thk

8. SCPI Merch Sharp Dhome Pharma Thk
9. SIDO Industri Jamu Dan Farmasi Sido Muncul Tbhk
10. TSPC Tempo Scan PasificTbk

Method of Collecting Data

The data collection method is carried out using documentation techniques, namely collecting,
reviewing and analyzing secondary data in the form of commercial bank financial reports for the
2019-2023 period which are published on the website https://www.idx.co.id and the websites of each
commercial bank.
Data Analysis Technique

The research data analysis technique used in this research is quantitative, namely testing and
analyzing data by calculating numbers and then drawing a conclusion from the test results.

IV. RESULTS AND DISCUSSION
Table 2. Descriptive Statistical Analysis

Descriptive Statistics
N Minimum Maximum Mean Std. Deviation
Likuiditas 32 .94 5.94 2.9606 1.15472
Ukuran Perusahaan 32 -1.68 14.73 1.3244 2.62661
Kualitas Laba 32 -1.67 14.73 1.5053 2.72921
Valid N (listwise) 32

Based on table 2 above, it shows the characteristics of each variable which are described
below.
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1. Profit Quality has 32 observation data (N) with a minimum value of -1.67 and a maximum value of
14.73 with an average value of 1.5053 and a standard deviation value of 2.72921. Profit Quality
data is not normally distributed because the standard deviation value is greater than the average
value so the data used is not good.

2. Liquidity (Current Ratio) has 32 observation data (N) with a minimum value of 0.94 and a
maximum value of 5.94 with an average value of 2.9606 and a standard deviation value of 1.15472.
Liquidity data is normally distributed with the average value being greater than the standard
deviation value so the data is good to use.

3. Company size has 32 observation data (N) with a maximum value of -1.68 and a maximum value
of 14.73 with an average value of 1.3244 and a standard deviation value of 2.62661. Company size
data is not normally distributed because the standard deviation value is greater than the average
value so the data used is not good.

Classic Assumption Test Results

This research uses a multiple linear regression method with Earnings Quality as the dependent
variable. Liquidity and Company Size as independent variables. To obtain a valid multiple linear
regression model, the classical assumption test is first carried out which includes the normality test,
multicollinearity test, heteroscedasticity test and autocorrelation test.

Normality test

Classic Assumption Test

Table 3. Classic Assumption Test

One-Sample Kolmogorov-Smirnov Test
Unstandardized Residual
N 32
Mean .0000000
a,b
N FETEMEERE Std. Deviation 253815306
Most Extreme Abspl.ute .261
Differences P05|t|ye .261
Negative -.142
Test Statistic .261
Asymp. Sig. (2-tailed) .000°

a. Test distribution is Normal.

b. Calculated from data.

c. Lilliefors Significance Correction.

Source: SPSS output, researcher processed data (2024)

Based on table. it can be seen that the significance value of the numbers listed in the
Kolmogorov Smirnov test results is 0.000, which is a value lower than 0.05, so we conclude that the
data in this study is not normally distributed.

Table 4. Multicollinearity Test Results

Coefficients?

Collinearity Statistics
Model Tolerance VIF
1 Likuiditas .999 1.001
Ukuran Perusahaan .999 1.001

a. Dependent Variable: Earnings Quality
Source: SPSS 2023 data processing results

Based on table 4 above, it can be seen that the tolerance value and VIF value of each
independent variable are as follows.
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The VIF value of the Liquidity variable is 1.001 < 10 and the tolerance value is 0.999 > 0.1, so it

can be concluded that the data is free from multicollinearity because the VIF value is < 10 and the
tolerance value is > 0.1

. The VIF value of the Company Size variable is 1.001 < 10 and the tolerance value is 0.999 > 0.1,

S0 it can be concluded that the data is free from multicollinearity because the VIF value is < 10 and
the tolerance value is > 0.1

Heteroscedasticity Test

Scatterplot
Dependent Variable: Kualitas Laba

Regression Studentized Residual

Regression Standardized Predicted Value

Figure 2. Heteroscedasticity Test
Source: 2023 SPPS data processing results

Based on figure 2 above, it can be seen that the points (data) are spread above the number 0 on

the X axis and below the number 0 on the Y axis. The majority of the points (data) are spread out and
do not form a pattern. So it can be concluded that in today's test there was no heteroscedasticity.
Multiple Linear Regression Test Results

Table 5. Multiple Linear Regression Test Results

Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Model B Std. Error Beta t Sig. | Tolerance | VIF
1 | (Constant) 5.855 2.536 2.309| .028
Likuiditas -.916 405 -385| -2.261| .031 .999| 1.001
Ukuran -.069 .091 -.128 -754| 457 999 1.001
Perusahaan

a. Dependent Variable: Earnings Quality
Source: 2023 SPSS data processing results

Based on table 5 above, it is known that the data processing results used to produce the

multiple linear regression equation are as follows

Earnings Quality = 5.855 - 0.916 - 0.069 + e
From the results of the regression equation, the value of each independent variable can be seen

as follows.

1.

The constant value of the regression coefficient of 5,855 means that if the values of all the
independent variables Liquidity and Company Size are considered to have no change (constant)
then the value is 5,855.

The coefficient value of the Liquidity variable (current ratio) (B1) of — 0.916 means that if the value
of the Liquidity variable (current ratio) is increased by one unit (1%), then the quality of earnings
proxied using Liquidity (current ratio) will decrease by 0.916 with the assumption that other
variables are considered constant or equal to 0.

The coefficient value of the Company Size variable (B2) is - 0.69 which means that if there is an
increase in the value of the Company Size variable by one unit (1%), then the quality of profits
proxied using Company Size will decrease by 0.69 with the assumption that the other variables are
considered constant or the same with 0.
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Table 6. t-Test Results (Partial Test)

Coefficients®
Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Model B Std. Error Beta t Sig. Tolerance | VIF
1 | (Constant) 5.855 2.536 2.309 .028
Likuiditas -.916 405 -.385| -2.261 .031 999 1.001
Ukuran Perusahaan -.069 .091 -.128| -.754 457 .999| 1.001

a. Dependent Variable: Earnings Quality
Source: SPSS 2023 data processing results

This test is carried out with the aim of finding out whether the hypothesis in this research is
accepted or rejected, so it is necessary to carry out hypothesis testing or t test. In the table above we
can see the results of the t test in this study with the information obtained as follows.

1. Based on the results of the t test, the regression coefficient for the liquidity variable was obtained at
(0.916) with a value of (2.261) and a significance level of 0.031. The regression coefficient value
for the liquidity variable above shows a positive value. The significant value of the variable shows
a value below the significance level, namely 0.031 > 0.05. Thus it can be concluded that liquidity
has a positive and significant effect on the Earnings Quality variable.

2. Based on the results of the t test, the regression coefficient for the investment decision variable,
which was proxied using Company Size, was -0.069 with a calculated value of -0.754 and a
significance level of 0.457. The Company Size regression coefficient value above shows a negative
value. The significant value of thevariable shows a value above the significance level, namely
0.457 > 0.05. Thus it can be concluded that theCompany Size variable has a negative but not
significant effect on the Earnings Quality variable.

F-Test (Simultaneous Test)
Table 7. F-Test Results (Simultaneous Test)

ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 38.291 2 19.146 2.780 .079°
Residual 199.709 29 6.887
Total 238.000 31

a. Dependent Variable: Earnings Quality
b. Predictors: (Constant), Company Size, Liquidity
Source: SPSS 2023 data processing results

From the table it can be seen that the Fcount value is 2.780 with a significance level of 0.079.
This shows that the significance value is greater than the significance level, namely 0.079 > 0.05.
Thus, it can be concluded that the liquidity variable and the Company Size variable simultaneously
influence the Earnings Quality variable.
Discussion and Research Results
Effect of Liquidity (Current Ratio) on Earnings Quality

Based on the regression test and t test, it is known that the coefficient value of the Liquidity
variable is -0.916 and the significance level is 0.031, which means that the liquidity variable has a
significant negative effect on the Earnings Quality variable.The results of this research explain that,
when the Liquidity variable decreases, it will have an impact on Earnings Quality. But it is not
significant for pharmaceutical companies listed on the Indonesian Stock Exchange (BEI).

The theory states that the higher the level of liquidity, the higher the Earnings Quality Value.
However, the results that occurred in this research are not in line with theory, so it can be stated that
the higher the level of liquidity of a company, the less it will be a benchmark for the company in
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increasing the quality of the company's profits.The results of this research are in line with the research
results of (Marpaung, 2019) which states that liquidity has a significant negative effect on earnings
quality.

This means that if a company's liquidity increases, the quality of earnings will decrease. This
research is not in line with signal theory, which shows that if a company has a high liquidity value, it
means that the company has the ability to pay off its short-term debt and shows good financial
performance so that business continuity also increases. The results of this research are not in line with
research conducted by (Safitri & Afriyenti, 2020), (Amanda & NR, 2023), (Azizah & Asrori, 2022)
that liquidity value has a positive effect on earnings quality.

The Effect of Company Size on Earnings Quality

Based on the regression test and t test, it is known that the coefficient value of the Company
Size variable is -0.069 and the significance level is 0.457, which means that the Company Size
variable has an insignificant negative effect on the Earnings Quality variable.The results of this
research explain that, when the Company Size variable increases, it will have an impact on increasing
the Profit Quality value of pharmaceutical sector companies listed on the Indonesia Stock Exchange
(BEI), and vice versa if the Company Size value decreases, it will have an impact on decreasing the
Profit Quality Value. Pharmaceutical companies listed on the Indonesian Stock Exchange (BEI).Based
on research by (Nirmalasari, 2022), company size also has an insignificant negative effect on earnings
quality. This means that the quality of profits is not influenced by the size of a company.

This shows that as the size of the company increases or becomes larger, the quality of earnings
does not increase significantly. The research results are not in line with the signal theory which states
that a company that has a lot of total assets will indicate that the company has a lot of assets. This
theory encourages investors to invest or invest their shares in the company. Therefore, larger
companies tend to produce better quality earnings. However, when a company has greater total assets,
the company appears more stable and is able to generate greater profits, but a large company size will
also lead to more operational complexity that requires greater supervision and control. This research is
not in line with previous research conducted by (Yuliana & Fauziah, 2022), (Azizah & Asrori, 2022),
(Nugroho & Radyasa, 2020) proving the results that company size has a negative effect on earnings
quality.

V. CONCLUSIONS AND RECOMMENDATIONS
Conclusion

Based on the results of the analysis of hypothesis testing that has been carried out, the
researcher concludes:

1. Partially, liquidity (current ratio) has a significant negative effect on the Earnings Quality variable,
thus the first hypothesis is rejected.

2. Partially, company size has a negative effect on the Earnings Quality variable.

3. Simultaneously, the variables Liquidity (current ratio) and company size do not have a significant
effect on Profit Quality in pharmaceutical sector companies listed on the Indonesia Stock Exchange
(BEL).

4. In accordance with the results of testing the coefficient of determination, it can be concluded that
the R Square value is 0.161 or 16.1%, meaning that the independent variable consisting of
Liquidity (current ratio) and Company Size is only able to explain the dependent variable, namely
Profit Quality Value, which is 16.1% while the rest 83.9% is influenced by other variables outside
this research model.

Suggestions

Based on the explanation, description and research results above, the research can provide
several suggestions, including:

1. Investors should pay attention to the quality of earnings as a consideration when investing their
shares in the company concerned.

This is an open access article distributed under the Creative Commons Attribution 4.0 International License 97



http://jurnal.usi.ac.id/index.php/ACCUSI
http://creativecommons.org/licenses/by/4.0/

VOLUME 6 No 1 Mei 2024
(Y)Y Acc“SI E — ISSN : 2620 - 5815
e DO : 10.36985/jia.v6i1.1233

Jurnal llmiah AccUsi http: //jurnal.usi.ac.id/index.php/ACCUSI

2. For future researchers, it is hoped that they can add dominant variables that influence Earnings
Quality and are expected to increase the time period so that there will be more and better data from
this research.

3. For the Indonesian Methodist University, it is hoped that the results of this research can be used as
a reference and as reading material.

4. For the community, it is hoped that the results of this research can be used as reference material to
increase insight and knowledge.
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