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Abstract 

This study aims to determine the influence of fraud triangle factors including financial stability, external pressure, 

opportunity and rationalization and financial distress on financial statement fraud in Real Estate companies listed 

on the IDX in 2018 - 2022. The study was conducted based on the 2022 ACFE report that financial statement fraud 

has the highest average loss of any type of fraud and it is known that the Real Estate industry is the industry that 

experiences the most average losses from fraud. The sampling technique used was purposive sampling with a 

sample of 33 companies during 5 years of observation so that the total number of observation samples was 165. 

The analysis technique used was regression analysis on quantitative data with panel data on Eviews software 

version 13. The results of the study indicate that opportunity and financial distress have a positive effect on 

financial statement fraud and rationalization has a negative effect on financial statement fraud. While financial 

stability and external pressure do not affect financial statement fraud. 
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INTRODUCTION 

According to Saleh, Aladwan, Alsinglawi & Almari (2021) financial accounts are considered as the basic 

and final result of accounting which is the main source of knowledge for users. Financial accounts are evidence of 

the quality of financial reports in assessing the information presented for decision making. The better the quality of 

the financial reports presented, the more positive the user's view of the company's finances which has an impact on 

operational sustainability. Based on the report from the Association of Certified Fraud Examiners (ACFE) of three 

types of fraud, namely: corruption, misappropriation of assets and financial statements surveyed in several 

countries, financial statement fraud has the highest amount of loss, followed by corruption and the last is asset 

misappropriation. The average value of losses due to financial statement fraud reached $ 593,000, followed by 

corruption with an average loss of $ 150,000 and in the last order, asset misappropriation has an average loss of $ 

100,000. 

 

Table 1.1. Average Highest Losses Based on Fraud Type 

 

Order Types of Fraud Average Loss 

1 Financial statement fraud $593,000 

2 Corruption $150,000 

3 Misappropriation of assets 

(asset misappropriation) 

$100,000 

Source: Quoted by researchers from the 2022 ACFE report 

 

From the data above, it can be concluded that when fraud occurs, it will have an impact on losses in the form 

of material experienced by both internal and external parties of the organization. Financial statement fraud or 

financial statement fraud has the highest impact on the value of losses among other types of fraud. Therefore, this 
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study focuses on fraud that occurs in financial statements. The results of interviews in Ikbal's research (2020) 

revealed that in general, financial statement manipulation is carried out because there are many motivations. The 

most well-known motivation in financial statement fraud is the fraud triangle. The fraud triangle proposed by 

Donald Cressey is three factors that usually cause fraud, namely: pressure, opportunity and rationalization. 

Pressure as a trigger factor for fraud because it can lead someone to behave unethically (Fitri, Syukur & 

Justisa, 2019). One of the triggers of pressure is the condition of the company's financial stability (Lastanti, 

Murwaningsari & Umar, 2022). Investors prefer the financial stability of the company through the effective use of 

assets owned. When the company's financial condition does not show stability, it will create pressure for 

management to commit fraud in presenting financial information because the company cannot maximize its assets 

and cannot use investment funds efficiently (WR & Suryani, 2019). The results of research by Alfarago, Syukur & 

Mabrur (2023); Syahria, Kusumawati & Ervanto (2019) and WR & Suryani (2019) show that financial stability can 

influence the occurrence of financial statement fraud. Meanwhile, research conducted by Fatkhurrizqi (2021), 

Umar, Partahi & Purba (2020) and Ozcelik (2020) showed the opposite results, namely that financial stability 

cannot influence the occurrence of financial statement fraud. Based on the results of the ACFE study in 2022, the 

real estate industry is the industry that experiences the most average losses due to fraud from five other industries. 

The average loss value occurs as a result of fraud. The average loss in the real estate industry reaches $435,000 as 

shown in Figure 1.1. 

 

 
Figure 1.1: Top 5 Industries with the Largest Average Losses 

Source: Association of Certified Fraud Examiners (ACFE) in Occupational Fraud 2022: A Report to The 

Nations 

 

From the data obtained by researchers through the ACFE report from 2018 to 2022, the development of 

this industry continues to increase every 2 periods shown in Figure 1.2 with a percentage increase of 41% in 2020 

from 2018 and 71% in 2022 from 2020 so that researchers use this industry as a research sample. 

 

 
 

Figure 1.2: Graph of Average Increase in Real Estate Industry Losses from 2018 to 2022 According to ACFE 

Report 

Source: Quoted by researchers from the 2018-2022 ACFE report 

 

LITERATURE REVIEW 

2.1. Fraud Triangle Theory 
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Fraud is an intentional act or negligence that is intentionally done to deceive others which results in losses 

for the victim and/or provides benefits for the perpetrator (Ozcelik, 2020). Cressey (1953) stated that an embezzler 

or person who commits embezzlement is when a person who receives a position of trust and violates that trust by 

committing a crime. 

2.2. Bankruptcy Theory 

Beaver in 1966 who explained the use of financial ratios to predict business failure through empirical 

studies or to identify differences between companies that experience business failure and those that do not. Failure 

is defined as the inability of a company to meet its financial obligations when due or when cash flow estimates 

indicate that the company cannot meet payment obligations on time, resulting in bankruptcy (Beaver, 1966; Farias, 

Martinez & Cervantes, 2021; Aviantara, 2020). 

 

2.3. Financial Statement Fraud 

Financial statement fraud is a deliberate manipulation in presentation or omission of amounts in financial 

statements with the aim of deceiving users (Ratmono, Darsono & Cahyonowati, 2020; Nurcahyono, 2021). 

Financial statement fraud usually contains an overstatement of assets, revenues and profits and an understatement 

of liabilities, costs and losses (Aviantara, 2023). Reporting that contains fraud cannot be trusted because it provides 

information that does not correspond to the actual state of the company. 

 

2.4. Financial Stability  

Pressure is an individual or group experiencing a situation that encourages them to take actions that lead to 

fraud (Alfarago, Syukur & Mabrur, 2023). Pressure drives someone to manipulate financial reports to make them 

look better than they really are (Fitri, Syukur & Justisa, 2019). This pressure can occur when a company's financial 

stability declines compared to other entities or is threatened by economic conditions. 

 

2.4. External Pressure 

Ozcelik (2020) and Fathurrizqi & Nahar (2021) stated that external pressure is excessive pressure faced by 

management to meet the needs of third parties by ensuring that the company strives to show high financial 

performance and profits to potential investors. Companies whose financial statements are reflected as profitable 

can face liquidation, so this is the reason investors appreciate the company's ability to pay debts (Rahman & Jie, 

2022). The need for third parties is obtained by the company through debt or external financing sources. 

 

2.5. Opportunity 

Opportunity is the possibility for individuals or groups to carry out actions that can result in fraud without 

being detected due to weaknesses in an organization's internal control system or ineffective supervision. Rahman & 

Jie (2022) stated that opportunity occurs due to 6 main causes: 1) weak internal control, 2) inability to access the 

quality of work, 3) no punishment, 4) information asymmetry, 5) ignorance and inadequate ability and 6) 

incomplete audit system. 

 

2.6. Rationalization 

Rationalization can arise because the perpetrator seeks justification for his actions (Cressey, 1953). The 

perpetrator creates reasons for the fraud to be in accordance with their code of ethics regardless of the reasonable 

explanation after facing pressure and receiving pressure (Fitri, Syukur & Justisa, 2019). From the explanation, it 

can be concluded that rationalization is an individual or group that commits fraud who convinces themselves that 

the actions they take are reasonable or necessary in certain situations. 

 

RESEARCH FRAMEWORK AND HYPOTHESIS 

3.1. Research Framework 

This study was conducted to analyze the influence of each independent variable on its dependent. The 

dependent variable is financial statement fraud, while the independent variables are asset change as X1, leverage as 

X2, number of independent directors as X3, auditor change as X4 and financial distress as X5. The conceptual 

framework can be seen in Figure 3.1 below: 
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Figure 3.1: Conceptual Framework 

 

3.2. The Influence of Financial Stability on Financial Statement Fraud 

One of the triggers of pressure is the stability of the company's financial condition (Lastanti, 

Murwaningsari & Umar, 2022). The financial stability of a company can trigger management to commit financial 

reporting fraud so that the information presented remains attractive to investors, creditors and other parties 

(Alfarago, Syukur & Mabrur, 2023). Statement of Auditing Standard (SAS) No. 99 states that management tends to 

face the urge to commit fraud and manipulate financial reports when the company's financial stability weakens or 

is disrupted by economic, industrial or operational situations (Syahria, Kusumawati & Ervanto, 2019). 

 

3.3. The Influence of External Pressure on Financial Statement Fraud 

The pressure factor in financial statement fraud is usually considered an operational problem that may be 

an urgent need for funds indicated by financial ratios (Rahman & Jie, 2022). Urgent funding needs are carried out 

by management when they do not have good cash flow in operations. One way to meet urgent funding needs for 

companies is by taking out debt. If the company's debt is too high, the company will have difficulty meeting its 

obligations, resulting in worsening financial conditions and even the risk of bankruptcy (Rahman & Jie, 2022). 

Businesses whose finances are disrupted by debt burdens are more likely to manipulate financial reports to look 

good to third parties and get creditor approval for financing (Nurristya & Ratmono, 2022 and Ozcelik, 2020). High 

debt levels and significant fluctuations in debt use can be an indication of irregularities (Toit, 2024). 

 

3.3. The Influence of Opportunity on Financial Statement Fraud 

Opportunity occurs when an organization has weak control (Yanara, 2023). Opportunity occurs during a 

period when fraud is not detected and the perpetrator sees a gap in carrying out his actions. To prevent this, there 

are regulations that have been formed to encourage effective monitoring in the company, namely the Financial 

Services Authority Regulation of 2014 Number: 33/POJK.04/2014, one of which contains information regarding 

the function of independent directors in supervising the management of the company. Independent directors have a 

crucial role in overseeing management actions that are potentially unethical (Girau, Bujang & Jidwin, 2022). 

 

3.4. The Influence of Rationalization on Financial Statement Fraud 

Rationalization can arise because the perpetrator seeks justification for his actions (Cressey, 1953). An 

example of a fraud risk factor from SAS no. 99 related to errors in financial reporting is due to a disharmonious 

relationship with the current or predecessor auditor as a result of frequent disputes (Skousen, Smith & Wright, 

2009). This disharmonious relationship causes the company to change its auditor. 

 

3.5. The Influence of Financial Distress on Financial Statement Fraud 

Net income is often the concern of investors, creditors and others to evaluate the company's performance 

so that reported profits have been manipulated (Qawqzeh, Endut, Rashid & Dakhlah, 2020). Research shows that 

when companies are under pressure and face many financial problems, management has the motivation to distort 

profits (Li, 2020). Manipulated net income is done to cover up poor financial performance as a result of financial 

distress. 
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METHOD 

4.1. Research Design 

Research design in quantitative methods includes systematic planning to collect, analyze and interpret 

numerical data (Wajdi, 2024). Quantitative methods are chosen with the aim of identifying and measuring 

relationships between variables. In this study, the research design used is cross-sectional to analyze the influence of 

the variable factors studied at a certain point in time with quantitative data. Quantitative data selected based on 

research variables in the form of dependent and independent variables. The dependent variable in this study is 

financial statement fraud and the independent variables are financial stability, external pressure, opportunity, 

rationalization and financial distress. 

 

4.3. Population, Sample and Sampling Techniques 

The population in this study is companies in the real estate industry at PT. Indonesia Stock Exchange in 

2018 to 2022 with research data derived from downloading each company's website, the website www.idx.co.id 

and the website emiten.kontan.co.id with a total of 33 companies in a period of 5 years so that a total of 165. This 

study uses purposive sampling, which is sampling based on certain criteria. 

 

4.3. Data Analysis Techniques 

The analysis method used in this study is regression analysis on quantitative data with panel data on 

Eviews software version 13. Regression analysis is used to estimate the population average of the dependent 

variable based on the known value of the independent variable. The result of the regression is the coefficient 

obtained in the equation to minimize deviations and optimize the correlation between the actual value and the 

estimated value of the dependent variable based on the data (Ghozali & Ratmono, 2017). 

 

RESULTS AND DISCUSSION 

5.1. Descriptive Statistical Analysis 

Descriptive statistical analysis is the analysis of data on minimum, maximum, average and standard 

deviation values of the variables studied. The variables used in the descriptive analysis in this study are: Financial 

Statement Fraud (FSF), Financial Stability (FS) as measured by Asset Change (ACHANGE), External Pressure 

(EP) as measured by Leverage (LEV), Opportunity (OP) as measured by Number of Independent Director (NID), 

Rationalization (RZ) as measured by Auditor Change (AUDCG) and Financial Distress (FD). 

 

Table 5.1. Descriptive Statistical Analysis 

              
Description 

 

FSF 

(Y) 

FS 

(X1) 

EP 

(X2) 

OP 

(X3) 

RZ 

(X4) 

FD 

(X5) 

       
       Mean -1.58 0.03 0.41 0.08 0.46 1.39 

Median -1.80 0.02 0.38 0.00 0.00 0.94 

Maximum 4.81 1.07 1.11 0.50 1.00 11.08 

Minimum -5.04 -0.33 0.01 0.00 0.00 -1.06 

Std. Dev. 1.27 0.13 0.19 0.13 0.49 1.80 

Observations 165 165 165 165 165 165 

 

Based on table 5.1. above, it can be seen that the number of research observations is 165 which are 

obtained from the financial and annual reports of Real Estate companies listed on the Indonesia Stock Exchange in 

2018 - 2022. The researcher also conducted statistical frequency processing on the rationalization variable with its 

measurement of auditor change and opportunity with its measurement of Number of Independent Director (NID). 

The purpose of statistical frequency processing is to conduct further discussion on the comparison of frequencies 

between the samples studied. The processing is shown in tables 5.2 and 5.3: 
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5.2 Auditor Change Frequency Statistics Table 

 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

AUDCG 76 46.06 46.06 46.06 

NON AUDCG 89 53.94 53.94 100.00 

Total 165 100 100  
Source: Secondary Processing Results by Researchers 

 

From the table above, it can be concluded that out of 165 samples, 76 samples changed auditors or 46.06% 

and 89 samples or 53.94% did not change auditors. The percentage of auditor changes shows a value approaching 

half of the total samples where auditor changes occurred during the 5 years of observation (2018-2022). 

 

5.3 Frequency Statistics Table of Number of Independent Directors 

 

 Frequency Percent 

Valid 

Percent 

Cumulative 

Percent 

Does not have an 

Independent Director 110 66.67 66.67 66.67 

Have Independent Director 55 33.33 33.33 100.00 

 165 100 100  
Source: Secondary Processing Results by Researchers 

 

From the table above, it can be concluded that out of 165 samples, 110 samples do not have independent 

directors or 66.67% and 55 samples or 33.33% have independent directors. This percentage shows that there are 

more samples that do not have independent directors in the company during the 5 years of observation (2018-

2022). 

 

5.2. Multicollinearity Test 

To conduct a multicollinearity test, a correlation test and Variance Inflation Factors (VIF) are performed to 

test the consistency of the results. In the correlation test, the variable is declared free from multicollinearity if it is 

below 1,000 and the VIF of the variable is declared free from multicollinearity if it is below 10. The results of the 

Correlation Test research are shown in table 5.4 with the results of the correlation between variables not exceeding 

0.9 or below 1,000, which means that the independent variables are free from multicollinearity. 

 

Table 5.4 Correlation Test 

 

 FS EP OP RZ FD 

FS 1 0.014310 0.179537 -0.098094 0.062405 

EP 0.014310 1 -0.087949 0.003560 -0.451272 

OP 0.179537 -0.087949 1 0.019743 -0.116828 

RZ -0.098094 0.003560 0.019743 1 -0.004641 

FD 0.062405 -0.451272 -0.116828 -0.004641 1 

The results of the Variance Inflation Factors research test are shown in table 5.5 with VIF results not 

exceeding 10, which means that the independent variables are free from multicollinearity. 
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Table 5.5 Variance Inflation Factors 

 

Variance Inflation Factors 

Samples: 1 165  

Included observations: 165 

    
    
 Coefficient Uncentered Centered 

Variable Variance VIF VIF 

    
    

Financial Stability 0.499938 1.142750 1.059106 

External Pressure 0.286753 6.842047 1.296706 

Opportunity 0.495289 1.498048 1.084599 

Rationalization 0.035488 1.875080 1.011407 

Financial Distress 0.003527 2.097093 1.312771 

C 0.096615 11.08284  

    
    

 

5.3. Chow Test 

The Chow test aims to determine the best estimation model between the Common Effect Model (CEM) or 

the Fixed Effect Model (FEM) in estimating panel data. The basis for decision making in the Chow test is seen 

from the cross-section probability value F. If the cross-section probability value F <0.05, then the selected model is 

the Fixed Effect Model (FEM). Table 5.6 shows the results that the cross-section probability F is 0.0007, where the 

value is <0.05. The conclusion from the results of this test is that the selected model is the Fixed Effect Model 

(FEM), so it is continued with the Hausman test. 

 

 

Table 5.6 Chow Test 

 

Redundant Fixed Effects Tests 

Equation: Untitled  

Cross-section fixed effects test 

     
     Effects Test Statistics df Prob. 

     
     Cross-section F 2.257737 (32,127) 0.0007 

Cross-section Chi-square 74.309584 32 0.0000 

     
      

5.4. Hausman Test 

The Hausman test is defined as a test to determine the best estimation model between the Fixed Effect 

Model (FEM) and the Random Effect Model (REM) in estimating panel data. The Hausman test is conducted after 

the conclusion in the chow test is obtained by referring to the random cross-section probability value. If the 

random cross-section probability value is > 0.05, then the selected model is the Random Effect Model (REM). If 

the random cross-section probability value is <0.05, then the selected model is the Fixed Effect Model (FEM). 

Table 5.7 shows that the random cross-section probability value is 0.0035 <0.05 so that the selected model is the 

Fixed Effect Model (FEM). 
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Table 5.7 Hausman Test 

 

Correlated Random Effects - Hausman Test 

Equation: Untitled  

Cross-section random effects test 

     
     Test Summary Chi-Sq. Statistic Chi-Sq. df Prob. 

     
     Random cross section 17.574684 5 0.0035 

     
      

5.5. Test of Determination Coefficient 

The determination coefficient test is conducted to determine how much the independent variable is able to 

explain its dependent. The higher the R-squared value means the better the proposed research prediction model. 

Table 5.8 shows that the R-squared value is 0.45, which means that 45% of the independent variables have an 

influence on the dependent variable. While 55% is influenced by other independent variables that are not tested in 

this study. 

Table 5.8 Coefficient of Determination 

Dependent Variable: FSF  

Method: Panel Least Squares 

Sample: 2018 2022  

Periods included: 5  

Cross-sections included: 33 

Total panel (balanced) observations: 165 

     
     
      Effects Specification   

     
     Cross-section fixed (dummy variables) 

     
     R-squared 0.451445 Mean dependent variable -1.581009 

Adjusted R-squared 0.291629 SD dependent var 1.272947 

     
      

The results of the analysis of the R-squared value show that the independent variables, namely: financial 

stability, external pressure, opportunity, rationalization and financial distress are not fully able to influence 

financial statement fraud as the dependent variable because the value shown is only 45%. The independent 
variables used in the study come from internal company factors, so there is a possibility that external company 

factors can also influence the dependent variable. 

 

5.6. Hypothesis Testing 

Table 5.9 T-Test Results 

Dependent Variable: FSF  

Method: Panel Least Squares 

Sample: 2018 2022  

Periods included: 5  

Cross-sections included: 33 

Total panel (balanced) observations: 165 

     
     Variable Coefficient Std. Error t-Statistic Prob. 

     
     FS 0.817004 0.754056 1.083479 0.2806 



ANALYSIS OF FRAUD TRIANGLE FACTORS AND FINANCIAL DISTRESS THAT INFLUENCE FINANCIAL 

STATEMENT FRAUD IN REAL ESTATE COMPANIES LISTED ON THE IDX 

Vahrunnisa Purba et al 

Published by Radja Publika 

               1278 

EP -1.555002 1.450883 -1.071762 0.2859 

OP 4.256768 0.961067 4.429210 0.0000 

RZ -0.356929 0.176511 -2.022134 0.0453 

FD 0.258547 0.073350 3.524851 0.0006 

C -1.532453 0.664022 -2.307833 0.0226 

     
 

Based on the results of the t-test, it is known that: 

1. The coefficient value of 0.8170 has a positive value indicating that the independent variable of financial 

stability measured by ACHANGE (X1) shows a unidirectional influence on the dependent variable of 

Financial Statement Fraud. The probability value of 0.2806> 0.05 indicates that financial stability has no 

effect on Financial Statement Fraud, so H1 is rejected. 

2. The coefficient value of -1.5550 has a negative value indicating that the independent variable external 

pressure measured by LEV (X2) shows an opposite effect on the dependent variable Financial Statement 

Fraud. The probability value of 0.2859> 0.05 indicates that external pressure has no effect on Financial 

Statement Fraud, so H2 is rejected. 

3. The coefficient value of 4.2567 has a positive value indicating that the independent variable opportunity 

measured by NID (X3) shows a unidirectional influence on the dependent variable Financial Statement 

Fraud. The probability value of 0.0000 <0.05 indicates that opportunity has an effect on Financial Statement 

Fraud, so H3 is accepted. 

4. The coefficient value of -0.3569 has a negative value indicating that the independent variable rationalization 

measured by AUDCG (X4) shows an opposite influence on the dependent variable Financial Statement 

Fraud. The probability value of 0.0453 <0.05 indicates that rationalization has an effect on Financial 

Statement Fraud, so H4 is accepted. 

5. The coefficient value of 0.2585 has a positive value indicating that the independent variable Financial 

Distress (X5) measured by the Altman Z Score shows a unidirectional influence on the dependent variable 

Financial Statement Fraud. The probability value of 0.0006 <0.05 indicates that Financial Distress has an 

effect on Financial Statement Fraud, so H5 is accepted. 

 

DISCUSSION 

A. The Influence of Financial Stability on Financial Statement Fraud 

The probability result of the influence of financial stability measured by asset change on Financial 

Statement Fraud is 0.2896 which is a value greater than the significance level of 0.05 and the coefficient value is 

0.8170 which indicates a positive value. In this case, it can be concluded that financial stability measured by 

asset change does not have a significant influence on Financial Statement Fraud. Based on the sample data, it 

was found that 113 out of a total of 165 samples had asset value changes below 5% between the years studied. 

So it can be concluded that more samples do not have significant asset changes each year during the observation 

period (2018-2022). Insignificant asset changes have an impact on the absence of pressure faced by 

management. 

 

B. The Influence of External Pressure on Financial Statement Fraud 

The probability result of the influence of external pressure measured by leverage on Financial 

Statement Fraud is 0.2859 which is a value greater than the significance level of 0.05 and the coefficient value 

is -1.5550 which indicates a negative value. In this case, it can be concluded that external pressure measured 

by leverage does not have a significant influence on Financial Statement Fraud. Fathurrizqi & Nahar (2021) in 

their research revealed that currently creditors do not consider the leverage ratio in providing loans, but also 

because of the good relationship and high level of trust in the debtor. This statement can be proven in one of 

the research samples from 165 total samples with an average leverage ratio of 41%, NIRO had a leverage ratio 

of 45.02% in 2021, which means that this figure is above the average for similar industries with third-party 

debt of 147 billion. In 2022, NIRO had an increase in leverage ratio to 52.91%, one of the causes of which was 

the increase in third-party debt to 299 billion. 

 

C. The Influence of Opportunity on Financial Statement Fraud 

The probability result of the influence of opportunity measured by the number of independent directors 

on Financial Statement Fraud is 0.0000 which is a value smaller than the significance level of 0.05 and the 
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coefficient value is 4.2567 which indicates a positive value. In this case, it can be concluded that the 

opportunity measured by the number of independent directors has a significant positive influence on Financial 

Statement Fraud. Opportunity to commit fraud occurs because of ineffective supervision within the company. 

Increased supervision, especially for internal companies, can be increased by having an independent director. 

In accordance with the Financial Services Authority Regulation in 2014 Number: 33/POJK.04/2014, an 

independent director functions as a supervisor in the company. An independent director will implement the 

duties, functions and responsibilities of an independent director in terms of supervising management of 

activities carried out to prevent fraud. So that with the presence of an independent director, internal supervision 

in the company will increase and provide a low opportunity for management to commit fraud. 

 

D. The Influence of Rationalization on Financial Statement Fraud 

The probability result of the influence of rationalization measured by auditor change on Financial 

Statement Fraud is 0.0453 which is a value smaller than the significance level of 0.05 and the coefficient value 

is -0.356929 which indicates a negative value. In this case, it can be concluded that rationalization measured 

by auditor change has a significant negative influence on Financial Statement Fraud. Rationalization can arise 

because the perpetrator seeks justification for his actions. A person feels that what he did was right even though 

it was a fraudulent act because of something that the person should have gotten. 

 

E. The Influence of Financial Distress on Financial Statement Fraud 

The probability result of the influence of financial distress measured by Altman Z Score on Financial 

Statement Fraud is 0.0006 which is a value smaller than the significance level of 0.05 and the coefficient value 

is 0.2585 which indicates a positive value. In this case, it can be concluded that financial distress measured by 

Altman Z Score has a significant positive influence on Financial Statement Fraud. Net income and accounts on 

the financial position statement are often of concern to investors, creditors and others to evaluate the 

company's performance so that the reported values have been manipulated. Manipulated net income is done to 

cover up poor financial performance as a result of financial distress. Accounts on the financial position 

statement are manipulated to cover up the actual situation. Tarighi, Hosseiny, Abbaszadeh, Zimon & Haghighat 

(2022) found that companies experiencing financial distress are more likely to be involved in financial 

statement fraud. 

 

 

CONCLUSION 

6.1. Research Results 

This study aims to identify and analyze the impact of financial stability, external pressure, opportunity, 

rationalization and financial distress on financial statement fraud in Real Estate companies listed on the Indonesia 

Stock Exchange in 2018 - 2022. Based on the results of the study and discussion, the following conclusions can be 

drawn: 

1. Financial stability measured by asset change (ACHANGE) does not have a significant effect on financial 

statement fraud. So the first hypothesis (H1) is rejected. This shows that the company's financial stability by 

looking at asset changes cannot be a factor in considering that a company is committing fraud. 

2. External pressure measured by leverage (LEV) does not have a significant effect on financial statement 

fraud. So the second hypothesis (H2) is rejected. This shows that external pressure faced by management 

does not cause the company to commit fraud with a low leverage ratio value. 

3. Opportunity as measured by the number of independent directors (NID) has a significant positive effect on 

financial statement fraud. So the third hypothesis (H3) is accepted. The positive direction of the coefficient 

indicates that the more opportunities management has, the higher the possibility of financial statement fraud. 

Independent directors are tasked with supervising management behavior as stated in the Financial Services 

Authority Regulation of 2014 Number: 33/POJK.04/2014. If management has the desire to commit fraud, 

the company will reduce independent directors to increase its opportunities. 

4. Rationalization measured by auditor change (AUDCG) has a significant negative effect on financial 

statement fraud. So the fourth hypothesis (H4) is accepted. The negative direction of the coefficient indicates 

that the less rationalization owned by management, the higher the possibility of financial statement fraud. 
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5. Financial Distress measured by Altman Z Score has a significant positive effect on financial statement fraud. 

So the fifth hypothesis (H5) is accepted. The positive direction of the coefficient indicates that the higher the 

possibility of a company going bankrupt, the higher the possibility of financial statement fraud. 

 

6.2. Limitations 

1. This research sample will be more visible if it can classify fraudulent and non-fraudulent companies based 

on the Securities Under Special Monitoring data on the Indonesia Stock Exchange (IDX). However, the IDX 

has not been able to provide the data from 2018 according to the year of research observation. 

2. Although the opportunity variable in this study with the measurement of the number of independent 

directors has a significant effect, it would be better if the measurement of this variable also considers the 

incentives received by independent directors with the same average company size and industry. This is a 

consideration that independent directors carry out supervision based on their duties, not on the incentives 

received, so that supervision of management behavior is more optimal. During the observation year, very 

few companies disclosed the nominal incentives received by independent directors. 

 

6.3. Implications 

Based on the limitations and results of this study, the implications that can be given are as follows: 

1. Practical implications 

a. Based on this study, the opportunity variable measured by the number of independent directors is one of 

the factors causing the possibility of financial statement fraud. Fraud cannot be committed if there is no 

opportunity, so management who has the intention to commit fraud will try to find opportunities to 

realize their unethical behavior. Independent directors as supervisors of management behavior will 

minimize the opportunity for fraud to occur. Therefore, to minimize the opportunity for fraud to occur, 

it would be better if a company has independent directors, especially those who have abilities in the 

financial field. 

b. Based on this study, the rationalization variable is measured by auditor change as one of the factors 

causing the possibility of financial statement fraud. Management seeking justification for its actions 

will try to realize its desires even with fraud. Auditors assigned to audit the company's financial 

statements will be a means for management to realize their rationalization actions by establishing good 

relationships outside of work so that auditors tend to feel unable to reject management's desires to 

commit fraud. 

c. Based on this study, the financial distress variable is measured by the Altman Z Score as one of the 

factors causing the possibility of financial statement fraud. Companies that are on the verge of 

bankruptcy and want to continue their business will make maximum efforts, even some companies 

carry out unethical behavior to continue their business, namely manipulating financial statements. 

2. Theoretical implications 

a. The results of this study support 2 factors, namely opportunity and rationalization of the 3 factors 

expressed by Cressey (1953) in the fraud triangle theory and support the bankruptcy theory. The fraud 

triangle theory reveals the factors that cause fraud, while the bankruptcy theory reveals how to 

categorize a company in bankruptcy through financial ratios that can be assessed. 

b. In the financial stability variable, researchers limit the measurement with asset change with the results 

of the study not having a significant effect. Therefore, it is recommended for further researchers to use 

other measuring instruments such as Sales Change, namely assessing changes in sales of an industry 

against other industries, Gross Profit Margin (GPM), Sales on Total Assets (SALTA) and Sales on 

Account Receivable (SALAR). 

c. In the external pressure variable, researchers limit the measurement with leverage with the results of the 

study not having a significant effect. Therefore, it is recommended in further research to use FINANCE, 

namely operating cash flow expenditure minus the average capital expenditure on the company's 

current assets. Dechow (1996) revealed that the average capital expenditure was carried out for 3 years 

before the manipulation of financial statements. So Skousen, Smith & Wright (2009) provide an 

assessment that if the FINANCE ratio approaches zero, the greater the need for external financing. 

d. For further researchers, it is expected to use research with the latest period and use additional 

requirements in assessing the number of independent directors with an educational background in 

finance. 
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