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ABSTRACT 

Introduction and Problem Statement 
Iran is including developing countries as the cornerstone of the theoretical foundations of their accounting-based 
approach to information and the development of its standards-based approach to compliance the International 
Accounting Standards (National Audit Office, 1998, p. 158 .p. 83). 
The only way to answer this question, research in this area will be positive. A postulated accepted (Watss, Zerman, 
1986, p. 91) while in countries like Iran, evidence contrary to this show, so research related to capital market model 
has been used on assuming the absence of inefficiency rather than efficiency market. (Fadaeinezhad, 1995, Khaani, 
Farahani, 2006, pp. 29-32). 
Professional awareness of new achievements in the field of investment associated with the development of 
communications technology has meant that suppliers of capital funds invest in companies that can earn more profits. 
The flow of funds (capital) for different dynamic than ever before, and in recent year’s investment has grown 
dramatically, and most accounting changes have been made in those years. Considering these changes as simple 
backwardness and lack of success in today competitive and is too confusing and debilitating. Success is what makes 
optimum use of the available investment opportunities, which should be for this fiscal policies affecting investment 
in business opportunities identified. 
Knowing the basic concepts of these policies and how they play a role in creating investment opportunities for 
financial managers, accountants, and auditors is essential. (Watss, Zerman, 1986, p. 36) 
that is how much influence the decision makers in the realization of the "earnings management review on return on 
equity and book value of companies listed on the stock exchange in fiscal balances" will be discussed. 
The research to investors in order to make better decisions and helps students to better understand the information. 
 
Research Models, Hypotheses, and 
Theoretical Bases 
Iran including developing countries is the 
cornerstone of the theoretical foundations of their 
accounting-based approach to information and 
the development of its standards-based approach 
to compliance (compliance with) the 
International Accounting Standards (National 
Audit Office, 1998, p. 158). 

In addition to the reasons for accepting the 
approach taken to developing countries, in Iran, 
more important reason for this acceptance, the 
influence of Western accounting is that 
accounting is dominant on both education and 
enforcement (Mohamamdzadeh Novin, 1992, p. 
83). 
The only way to answer this question, research in 
this area will be positive. A postulated accepted 
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Watss, Zerman, 1986, p. 91) while in countries 
like Iran, evidence contrary to this show, so 
research related to capital market model has been 
used on assuming the absence of performance 
rather than market efficiency (Fadaeinezhad, 
1995, Khaani, Farahani, 2006, pp. 29-32). 
Raising awareness of new achievements in the 
field of investment professionals with the 
development of communications technology has 
meant that suppliers of capital funds invest in 
companies that can earn more profits. The flow 
of funds (capital) for the different dynamic than 
ever before investments has grown sharply, most 
accounting changes created in the same years. 
Considering these changes as simple 
backwardness and lack of success in today 
competitive and is too confusing and debilitating. 
Knowing the basic concepts of these policies and 
how they play a role in creating investment 
opportunities for financial managers, 
accountants, and auditors is essential. (Watss, 
Zerman, 1986, p. 36) 
In this study, the earnings management on the 
yield and remaining book value in financial 
companies listed on the Stock Exchange dealt 
with the management in the historical 
background of accounting in the country of the 
Technical Committee financial management of 
the auditing organization the theoretical concepts 
Ahoy report caution, recognizes it as one of the 
components of quality attributes (reliability) is 
introduced. Product management uncertainty and 
ambiguity. Whenever accountants in the 
valuation of assets or liabilities are faced with 
uncertainty, could shelter management brand 
(Mojtahedzadeh, 2001) based on the theoretical 
basis of accounting, management Soo reduce the 
losses of the firm. This shows that the loss of 
corporations, Ndarndta willing to turn a profit by 
manipulating the harmful or potentially harmful 
tools necessary to turn to profit. Therefore, 
managing effective mechanism in reducing 
conflicts between managers and other groups to 
create tens of profit. Stock Return 

The most important criteria for evaluating the 
performance of institutions, current stock returns 
containing information for investors. This 
measure alone has been used to evaluate the 
performance of the benchmark is reduced alarm 
company and the company's operations criteria. 
It has a large information content is not 
appropriate for performance evaluation based on 
market value, well reflects investor information. 
Efficiency in the process of passing the driving 
force that motivates and rewards for investors is 
considered. The total output share of the benefits 
that accrued during the year, of these benefits 
includes: 
1. The increase in stock prices at the end of the 
fiscal year compared to the beginning of the 
fiscal year are calculated (rate difference 
between first and last financial year the 
company's share). 
2. The gross dividend per share in accordance 
with General Assembly resolution equity after 
tax is paid. 
3. Advantages primacy of the right to buy a stock 
that is worth calendar. 
4. The benefits of dividend or bonus shares. 
Firms with Financial Distress: 
Oxford dictionary the word "Distress" means 
pain, sadness, lack of funds and poor is given. 
Different definitions of financial distress in the 
financial literature are presented. 
From the standpoint of economic, financial 
distress can be interpreted to the detriment of the 
company, which in this case is now failure. In 
fact, in this case, the rate of returns is less than 
the cost of capital. Another case of financial 
distress occurs when the company failed to 
comply with one or more of the clauses of the 
debt, such as keeping current ratio or the ratio of 
equity to total assets is not under contract. This is 
called technical default. Other modes include 
financial predicament since the company's cash 
flow to repay debt principal and interest is 
insufficient, and when equity is now negative 
number. 
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In this study, the criteria for financial distress, 
companies are subject to Article 141 of the 
Commercial Code. As part of this Article reads: 
"If as a result of losses eliminated at least half of 
the company's capital, the Board shall 
immediately invite the extraordinary general 
meeting of shareholders, to issue or survival of 
the dissolution of the company to be the vote if 
the assembly does not vote to dissolve the 
company, should be subject to the provisions of 
Article 16 of this law at the same meeting, the 
company will reduce the amount of capital 
available. It should be noted that the financial 
predicament does not lead to bankruptcy, but 
bankruptcy is one of the the consequence of it is 
usually a last resort. Company can restructure to 
cope with financial distress do. So, given the 
above stock returns and earnings management 
reviews the carrying amounts of its impact on the 
Company distressed companies, is an important. 
According to the above, hypothesis of the study 
are provided below: 
First hypothesis: a significant relationship 
between earnings management and stock returns 
there. 
The second hypothesis: the relationship between 
management earnings and book value of 
companies there. 
The third hypothesis. In failed firms compared to 
other more profitable management company 
applies. 
The fourth hypothesis: the relationship between 
earnings management and stock returns in 
distressed companies, non-distressed companies 
is significantly different in this regard. 
Fifth hypothesis: the relationship between 
management earnings and book value in 
distressed companies, non-distressed companies 
is significantly different in this regard. 
After collecting research data and samples to 
determine statistics, in the first stage of research 
to determine the level of earnings management 
practices provided by the companies surveyed, 

the model Ball, R. and Shivakumar (2005) is 
used: 

                            (1) 
 Where, ACC CF accruals and operating cash 
flow, both of which have been matched by total 
assets beginning of the period. DCF also is a 
dummy variable that is when negative CF 1 and 
in other cases will be zero. The model represents 
the variable factor contingent benefit 
management (CONS) is. If the index is a 
negative number indicates a soda management. 
After calculating the conditional earnings 
management, in order to test the hypothesis of 
the first and second model is under-estimated. 

      (2) 
Here, RET amount of annual returns and BV 
book value at the end of the period that the stock 
market value at the beginning of the period of 
adjustment. In the event of a significant variable 
coefficient () hypothesis first (second) study be 
rejected. 
To test the hypothesis third study, the following 
model is used: 

    
                                                                 (3) 

Where DUM dummy variable determines the 
helpless (Code 1) and (zero) of the companies 
surveyed. According to Article 141 of the 
Commercial Code, when the company 
accumulated losses of more than half of equity 
capital, the company is considered distressed. In 
the model, if the coefficient is negative and 
significant variable, hypothesis third study is 
rejected. 
To test the hypothesis fourth and fifth study 
estimated the following model: 

           (4) 
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It was previously defined variables. In the model, 
if the coefficient 
variable ) is 
significant, hypothesis fourth (fifth) study be 
rejected. 
Statistical Sample and Population 
The population of the study, all companies listed 
on the Tehran Stock Exchange from 2001 until 
the end of 2011. (457 now, 3705 years-now). To 
determine the sample by systematic elimination 
method, the following conditions apply: 
1. First, companies that end their fiscal year last 
day of the year not deleted (103 now, 883 years-
now). 
2. The banks and financial institutions and 
financial investment companies (due to the 
different nature of their activities from other 
business units) have been deleted (1391 year- 
now). 
3. At the end of outlier observations (first 
percentile and the 99th percentile of all 
observations) as well as companies that were less 
than 2 years data have been deleted (50,473 
years-now). 
291 companies by applying the above 
requirements (equivalent to 2258 year- now) to 
model and test research hypotheses have been 
selected. 
Data Collection Method 
In this study, data collection and data is done in 
two phases. Notification of the central bank and 
financial statements submitted to the stock 
exchange, and other related information 
resources such as database and new 
achievements have been used. 
Data Analysis Method 
It is necessary to analyze the data reliability 
during the period under review to ensure data 
series. To investigate the reliability of the 
research data of Pesaran et al. (2003) Unit root 
test, Augmented Dickey-Fuller test (Fisher type) 
test and Phillips-Perron test (Fisher type) is used. 
To analyze the data and estimate models of 
Pooled Data Approach is used. Panel data refer 

primarily to move units out over time. This type 
of data models based on panel data regression 
models in a way enrich called if using time series 
data or cross this is not possible. Indeed, using 
cross-sectional data for several years better and 
more reliable results and the explanatory power 
of the model increases. The benefits of the 
combined use of the data include: 
A) Because the combined data to individuals, 
firms, states, countries and such units are linked 
over time, there Volatility in these units is 
limited. 
B) By combining time-series observations, 
combined with more data, more variability, less 
multicollinearity among the variables, more 
degrees of freedom and a more efficient offer. 
C) A repeated cross-sectional observation study, 
panel data to study the dynamics of change and 
are better suited. 
D) The effects panel data cannot be easily 
observed in cross-sectional data and time series, 
are better defined. 
And) panel data enable us to study the more 
complex behavioral models. 
E) Data combined with data for thousands of 
units, can bias that may result can be achieved in 
terms of individuals or firms, minimize 
(Abrishami, 1993). 
The approach combines data, the intercept and 
slope coefficients limitations and assumptions 
considered to be the following model: 

     (5) 
Where the dependent variable and the 
independent variables of the model error. 
Approach combined data usually consists of 
three pooled model, fixed effect model and 
random effect model. 
1- Pooled model: 
The binding pattern of the intercept in the 
regression model for all time periods (eg, years) 
and space (for example) are considered equal. 
The merits of the constrained model, it is simply 
an estimate of its flaws, the inability of the model 
to take into account the specific characteristics of 
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each cross. This pattern in simple mode is as 
following: 

        (6) 
2- Fixed effect model: 
In the fixed effects model, the intercept in the 
regression model between the years or because 
companies are considered to be different each 

year or the company has its own characteristics. 
Fixed effects model is appropriate in that 
particular intercept or companies with one or 
more explanatory variables are correlated 
(Abrishami, 1993). 

                            (7) 

 

3- Random effect model: 
The random effects model assumes that intercept a single unit, random selection of the larger society with 
mean constant. Thus intercept Single, expressed as a deviation from the mean fixed. Random effects is in 
good condition intercept (random) per unit cross-sectional explanatory variables have no correlation 
(Abrishami, 1993). This model is presented in simple mode as following: 

     (8) 

    (9) 
Select the type of test pattern: 
In this way, for the choice of estimation method, the Restricted F-test was carried out as following: 

 
                                                                              (10) 

                                                                     (11) 

In these models, 2
LSDVR and LSDVRSS   the coefficient of determination, the sum of squared residuals from 

the fixed effects model 2
PooledR and PooledRSS the coefficient of determination, the sum of squared 

residuals and the model are pooled. N, number of sections (in this case corporations), and T during the 
period (ie years), respectively. In case of rejection of the null hypothesis, fixed effects model and 
otherwise the model is estimated using Pooled. 
If you choose fixed effects model, Hausman test should be using it against random effects model was 
tested as following: 

   (12) 
In the model, the slope coefficient in the fixed 
effects model, the slope coefficients of variance 
in the random effects model and symbol. The 
statistics of χ2 distribution. In case of rejection of 
the null hypothesis, the model is estimated using 
fixed effects. Otherwise, the random effects 
method (Aflatuni and Nickbakht, 2010). 
Descriptive Statistics Descriptive statistics of 
the variables in the image (1) are provided. These 

statistics provide overview of the distribution of 
research data. 
The results presented show that the average 
(median) accruals 0.05 (0.04), operating cash 
flow 0.10 (0.08), return on equity 0.25 (0.08), 
book value 0.66 (0.52) and providing earnings 
management -0.67 (-0.67). Also, the maximum 
(minimum) accruals 0.94 (-0.57), operating cash 
flow 0.79 (-0.57), return on equity 4.24 (-0.78), 
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book value 3.30 (0.00) and earnings management 0.39- condition (-1.05). 
Table 1: Descriptive statistics research 

Variables Average Middle Maximum At least Standard deviation 
ACC 0.05 0.04 0.94 -0.57 0.15 
CF 0.10 0.08 0.79 -0.57 0.17 

RET 0.25 0.08 4.24 -0.78 0.65 
BV 0.66 0.52 3.30 0.00 0.51 

CONS -0.67 -0.67 -0.39 -1.05 0.10 
The definition of variables: 
ACC: discretionary accruals are matched by 
assets, beginning of the period. 
CF: operating cash flow that the asset is matched 
by the beginning of the period. 
RET: annual stock return 
BV: book value using market value is the start of 
homogenization. 
CONS: earnings management standard provided 
with wings model (2005) is calculated. 
The distribution of accruals 0.15, 0.17 operating 
cash flow, and return on equity 0.65, 0.51, and 
book value 0.10 in earnings management is 
provided. 
Correlation coefficients table: 
To detect the presence and direction of a linear 
relationship between variables, correlation 
coefficient tests were performed and results in 

the image (2) is provided. The results presented 
show that the correlation between accruals and 
operating cash flow variables (-0.54) and return 
on equity (0.15) at 1% and the correlation 
between accruals and earnings management 
standard condition (-0.04) in% 10 is significant. 
The correlation coefficient between variables 
operating cash flow and return on equity (0.10) 
and book value (-0.17) at 1% and the correlation 
coefficient between operating cash flow and 
earnings management standard condition (-0.05) 
is significant at the 5% level. Between return on 
equity and book value (0.24) was a significant 
correlation at 1% level, and between stock 
returns and earnings management criteria 
provided (0.04) there was a significant 
correlation at the level of 10%. 

Table (4-2): Correlation coefficient table 
Variables ACC CF RET BV CONS 

ACC 1     
CF 0.054***  (0.00) 1    

RET 15.12***  (0.00) 10.12***  (0.00) 1   
BV -0:04  (0.14) 0.17***  (0.00) 0.24***  (0.00) 1  

CONS -0.04*  (0.08) 12.05**  (0.03) 04.12*  (0.09) 0.02  (0.33) 1 
*, ** and *** are significant at the 10%, 5% and 1% 

 

Assess the reliability of variables: 
To evaluate the reliability of the data, the unit root tests Boys (2003), Dickey Fuller (type Fisher) and 
Phillips and Perron test (Fisher type) is used. 
Table 3: Reliability test results data 

Variables Boys and colleagues test Dickey Fuller test Phillips and Perron test 
ACC -24.61 458.50 794.55 
CF -70.71 461.13 813.52 

RET -29.88 839.94 1435.48 
BV -17.88 219.44 436.74 

CONS -14.84 440.13 903.13 
Note: All statistics are significant at 1% 
The test results in Table 3 are presented. 
Combined unit root test result data, all indicate 

rejection of the null hypothesis of the unit root at 
the level of 1%. The results show that all the 
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variables are stable, so there is no problem to use 
them in the regression analysis. 
Result of Estimating Research Model 
The results of (1) Calculation of earnings 
management, provided: 
In order to calculate the level of earnings 
management practices provided by each 
company, Model (3-1) was estimated with panel 

data approach. Leamer statistical significance 
(4.20) and no significant Hausman statistic (5.92) 
shows that for the model (1) random effects 
model should be used. 
 

Table (4): The results of model (1) 

 

Variable Factor Student's t test Significant Index VIF 
Intercept 05.12*** 7.22 0.00 --- 

DCF 0.01 0.67 0.50 2.01 
CF -0.25*** -9.54 0.00 2.05 

DCF * CF -0.65*** -9.60 0.00 1.98 
Adjusted coefficient of determination 26.73%   

Fisher statistic (significant) *** 219.04(0.00)   
Leamer statistics (significant) *** 4.20(0.00)   
Hausman statistic (significant) 5.92 

(0.12)   
*** Significant at 1%   

The results (1) shows the intercept method 
(0.05), operating cash flow variable coefficient (-
0.25) the coefficient of DCF * CF (-0.65) are all 
significant at the 1% level. Index Variance 
Inflation Factor (VIF) also shows that 
independent variables (1) do not have a problem 
co-linearity. Fisher statistical significance 
(219.04) represents the overall model is 
significant. Adjusted coefficient of determination 
shows that independent variables (1), explain 
about 27 percent of the dependent variable. After 

estimating the model (1), provided earnings 
management index is calculated using it. 
4-4-2- The results of (2) and the first and second 
research hypothesis test 
To test the hypothesis of the first and second 
model of (2) is estimated using panel data 
approach. Leamer statistical significance (20/2) 
and the lack of meaningful statistics Hausman 
(07/3) shows that for model (2) random effects 
model should be used. 
Table (5): The results of model (2) 

 
Variable Factor Student's t test Significant Index VIF 
Intercept 0.52*** 31.44 0.00 --- 

RET 0.02 1.38 0.17 1.06 
BV -0.22*** -24.94 0.00 1.06 

Adjusted coefficient of determination % 25.12   
Fisher statistic (significant) 328,78*** 

(0.00)   
Leamer statistics (significant) 2.20** (0.02)    Hausman statistic (significant) 3.07 (0.22)   

** And *** significant at the 5% and 1% respectively.  
The results (2) show that the intercept method 
(0.52) the coefficient of book value (-0.22) is 
significant at the 1% level. Index Variance 
Inflation Factor (VIF) also shows that 
independent variables (2) do not have a problem  
co-linearity. Fisher statistical significance 
(327.87) represents the overall model is 

significant. Adjusted coefficient of determination 
shows that independent variables (2), explain 
about 25 percent of the dependent variable. 
Failure to yield significant variable coefficient 
(0.02) shows that there is no significant 
relationship between returns and earnings 
management. This means rejecting the first 



Investigating Benefit Management on Stock Return and Book Value of Stock in Listed Financial Distressed Firms in Stock Exchange 

 

Ali Mohammad Taghavi                                                                                                                        218 

hypothesis of the research. Book value ratio is a 
significant variable (-0.22) indicates that the 
negative relationship between return on equity 
and book value and there is a significant 
company. This study represents the second 
hypothesis is not rejected. 
4-4-3- The results of (3) and the third research 
hypothesis test 

To test the hypothesis third model of (3) a 
combination approach using data estimated. 
Leamer statistical significance (3.32) and 
Hausman statistic (23.24) shows that for model 
(3) fixed effects model should be used. 
Table 6: The results of model (3) 

 
 

Variable Factor Student's t test Significant Index VIF 
Intercept 0.06*** 12.47 0.00 --- 

DUM -0.19*** -8.34 0.00 4.63 
DCF 0.03** 2.70 0.01 2.38 
CF -0.29*** -11.86 0.00 2.11 

DCF * CF -0.71*** -10.29 0.00 2.52 
DUM * DCF -0.01 -0.27 0.79 6.03 
DUM * CF -0.04 -0.15 0.88 2.61 

DUM * DCF * CF 0.13 0.45 0.65 2.82 
Adjusted coefficient of determination % 41.25   

Fisher statistic (significant) *** 88.18 
(0.00)   

Leamer statistics (significant) *** 3.32 
(0.00)   

Hausman statistic (significant) *** 23.24 
(0.00)   

** And *** significant at the 5% and 1% respectively.  
 

The results (3) the method shows that the 
intercept (0.06) and the coefficient of variables 
DUM (-0.19), CF (-0.29) and DCF * CF (-0.71) 
at 1% and variable coefficient DCF (0.03) are 
significant at the 5% level. Index Variance 
Inflation Factor (VIF) also shows that 
independent variables (3) do not have a problem 
co-linearity. Fisher statistical significance 
(88.18) at 1% level represents the overall model 
is significant. Adjusted coefficient of 
determination shows that independent variables 
(3), explain about 41 percent of the dependent 
variable. 
The lack of significant variable coefficient DUM 
* DCF * CF (0.13) shows that the level of 
earnings management practices in bankrupt 
companies with the level of earnings 
management practices in non-bankrupt 
companies, there is no significant difference. 
This represents the third research hypothesis is 
rejected. 

The results of (4) and the fourth and fifth 
research hypothesis test 
To test the hypothesis fourth and fifth model of 
(4) a combination approach using data estimated. 
Leamer statistical significance (2.23) and no 
significant Hausman statistic (6.16) shows that 
for model (4) The results must use the method of 
random effects model (4) shows the intercept 
method (0.52) and a factor of two variables book 
value (-0.43) and DUM * RET (0.25) are 
significant at the 1% level. Index Variance 
Inflation Factor (VIF) also shows that 
independent variables (3-4) with no co-linearity 
problem. Fisher statistical significance (138.26) 
in the 1% level represents the overall model is 
significant. Adjusted coefficient of determination 
shows that independent variables (4) about 26 
percent of the dependent variable changes 
variable coefficient DUM * RET (0.25) shows 
that the relationship between return and the 
management of contingent interest, in bankrupt 
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and non-bankrupt companies is a significant 
difference. This represents the fourth research 
hypothesis is not rejected. The lack of significant 
variable coefficient DUM * BV (0.01) shows 
that the relationship between the book value and 
the earnings management contingent, bankrupt 

and non-bankrupt companies. This shows there is 
no significant difference between the fifth 
research hypotheses is rejected. 
Table (7): The results (4) 

 

Variable Factor Student's t test Significant Index VIF 
Intercept 0.52*** 30.82 0.00 --- 

DUM 0.03 0.43 0.67 2.13 

RET 0.00 0.19 Vary from 
850 1.13 

BV -0.43*** -24.84 0.00 1.10 
DUM * RET 0.25*** 3.76 0.00 1.79 
DUM * BV 0.01 0.07 0.95 3.03 

Adjusted coefficient of determination 25.98%    
Fisher statistic (significant) 138.26*** 

(0.00)   
Leamer statistics (significant) 2.23*** (0.02)    
Hausman statistic (significant) 6.16 

(0.29)   
** And *** significant at the 5% and 1% respectively.   

DISCUSSION AND CONCLUSION 
By providing a measure of earnings management 
at the level of 10% significant correlation 
between operating cash flow and return on equity 
and book value at 1% level variables and the 
correlation coefficient between operating cash 
flow and earnings management measure is 
conditional on a significant level of 5% . A 
significant correlation between stock returns and 
book value at 1% level and provided a significant 
correlation between stock returns and earnings 
management criteria is the level of 10%. 
(B) To test the hypothesis of the first and second 
research approach combines data has been 
estimated. Leamer statistical significance (2.20) 
and no significant Hausman statistic (3.07) 
shows that for model (2) should be used random 
effects model 
1. The results (2) with the mentioned method 
indicate that the carrying amount of the intercept 
and variable coefficients are significant at 1% 
level. Index Variance Inflation Factor (VIF) also 
shows that independent variables (2) do not have 
a problem co-linearity. Fisher statistics indicate a 
significant overall model is significant. Adjusted 

coefficient of determination shows that 
independent variables (2), explain about 25 
percent of the dependent variable. Failure to 
yield significant variable coefficient indicates 
that there is no significant relationship between 
returns and earnings management. This means 
rejecting the first hypothesis of the research. 
2. The book value shows significant variable 
coefficient between stock returns and book value 
now there is a significant negative relationship. 
This study represents the second hypothesis is 
not rejected. 
(C) The third hypothesis to test the model of (3) 
a combination approach using data estimated. 
Leamer statistical significance (3.32) and 
Hausman statistic (23.24) shows that for model 
(3) must be fixed effect 
3. The results (3) the method shows that the 
intercept and variable coefficients DUM, CF and 
DCF * CF at 1% and DCF variable coefficients 
are significant at the 5% level. Index Variance 
Inflation Factor (VIF) also shows that 
independent variables (3) do not have a problem 
co-linearity. Fisher statistic is significant at the 
1% level represents the overall model is 
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significant. On bankrupt, there is no significant 
difference. This represents the third research 
hypothesis is rejected. 
(D) For the fourth and fifth research hypothesis 
testing, model (4) is estimated using panel data 
approach. Leamer significant and non-significant 
statistic shows Hausman statistic to estimate the 
model (4) random effects model should be used. 
4. The results (4) to intercept and coefficient of 
this method shows that the two variables are 
significant at 1% of book value and DUM * 
RET. Index Variance Inflation Factor (VIF) also 
shows that independent variables (4) co-linearity 
with no problem. Fisher statistic is significant at 
the 1% level represents the overall model is 
significant. Adjusted coefficient of determination 
shows that independent variables (3-4) about 26 
percent of the dependent variable DUM * RET 
variable coefficient indicates that the relationship 
between return and the conditional earnings 
management in firms is bankrupt and non-
bankrupt significant difference. This research has 
confirmed the fourth hypothesis. 
5. The lack of significant variable coefficient 
DUM * BV (0.01) shows that the relationship 
between book value and earnings management of 
bankrupt and non-bankrupt companies, there is 
no denying that this represents the fifth 
hypothesis is research. 
Research Suggestion 
Undoubtedly, research and continuation of the 
development, growth, and prosperity in any 
countries. 
Studies show that (1) the book value and the 
earnings management if there is a significant 
relationship, (2) there is no significant 
relationship between stock returns and earnings 
management, (3) the level of earnings 
management practices in bankrupt companies 
with the level of earnings management applied in 
a non-bankrupt companies, there is no significant 
difference, (4) the relationship between return 
and the earnings management of bankrupt and 
non-bankrupt companies differ, and (5) the 

relationship between the book value and the 
earnings management contingent, bankrupt and 
non-bankrupt companies there is no significant 
difference. 
The results of the analysis above assumptions 
showed that earnings management relationship 
with the book value of shares in the company is 
no different than distressed and so distressed, 
distressed companies and distressed etc. There is 
a difference between stock returns and the level 
of earnings management, the as a result of our 
investment in companies, stock returns, which 
should be by investors, financial analysts, and 
students are taken into consideration in the 
analysis. 
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